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GROWTH, POVERTY AND LEVELS OF LIVING: 
HYPOTHESES, METHODS AND POLICIES 

M.H. Sury anaray ana 

The present papers takes stock of the recent methodological attempts to estimate poverty and 
exhmines the scope for further improvement. As an attempt in this direction, changes in real con- 
sumption basket and its methodological andpolicy implications are examined. Based on the National 
Sample Survey data, the paper examines the changes in aggregate consumer expenditure, cereal 
quantity consumption and consumption patterns with the possible appropriate fractile-group and 
commodity specijc price adjustmen~s. The results show that poverty increased till mid-sixties and 
declined thereafter as a result of a decline in real incomelconsumption and a recovery. Cereal 
consumption has been virtually stagnant since 1952. With limited increases in aggregate real con- 
sumptionafter mid-1970s, the poor have gone in for quality andvariety in their consumption involving 
changes in consumption patterns in favour of superior cereals, and marginal increases in non-cereal 
food items, but still below the subsistence threshold in terms of calorie intake. 

Reduction in the proportion of the poor since 
the mid-seventies observed by almost all the 
recent studies has received considerable attention 
in the context of the ongoing economic reforms. 
Although studies have confirmed reduction in 
,poverty, available data, in fact, indicate stagna- 
tion, ifnot decline, in cerealquantity consumption 
for all decile groups of population. There is an 
important study which has noted that there has 
not been any improvement in cereal quantity 
consumed between 1970-71 and 1989-90 [Rad- 
hakrishna, 19911. The recent Expert Group on 
Estimation of Proportion and Number of Poor 
[Perspective Planning Division, 19931 has 
observed 'significant shifts' in consrlmption 
patterns involving reductions in shares of cereals 
and foodgrains in total consumer expenditure and 
takes such reductions for a shift in calorie sources 
from low cost to high cost items. The Expert 
Group explains reductions in average calorie 
intake across expenditure classes in terms of these 
shifts in consumption patterns. But the Expert 
Group estimates of consumer expenditure pro- 
portions are at current prices. It could be that such 
changes in consumer expenditure proportions are 
exaggerated due to associated relative price 
changes. 

The reduction in poverty is further confirmed 
by estimates of distributionally sensitive poverty 
indices [see, for instance, Suryanarayana and 
Geetha, 1992, 1994; Tendulkar, Sundararn and 
Jain, 19931. Apart from the strength of these 

findings from the fact that they are obtained from 
methodologically better studies, they have sig- 
nificant policy implications for poverty allevi- 
ation. All the evidence, based as it is on the 
National Sample Survey (NSS) data on consumer 
expenditure distribution, is sometimes taken to 
indicate improvements in levels of living1 of the 
population, the poor in particular. But since the 
poor, both rural and urban, are heterogeneous in 
terms of their sources of livelihood, it is quite 
possible to observe decreasing poverty ratios 
along with a decline in the levels of living for a 
subset of the poor as found by Ravallion and Van 
de Walle [I9881 in their simulations for Indone- 
sia. However, the estimates of poverty measures, 
even the distributionally sensitive ones cited 
above, will not capture any such underlying dis- 
tributional changes. While the headcount ratio, as 
is well known, does not take into account the 
magnitude of deprivation and the relative 
inequality among the poor, the distributionally 
sensitive poverty measures have not been esti- 
mated taking into account (i) the dual valuation 
of NSS estimates of consumption, that is, valuing 
consumption from home-grown stock at ex-faml 
prices and that from market purchases at retail 
prices, and (ii) the differential distributional 
impact of inflation. For choice of the right set of 
policies for the poor, a careful analysis of such 
underlying distributional changes in terms of 
entitlement and levels of living of the different 
poorer decile groups of the population and their 

M.H. Suryanarayana is Associate Professor at Indira Gandhi Institute of Development Research, Gen. Vaidya Marg, 
Goregaon (East), Bombay 400 065. 
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implications is called for. 
The need for such a study can be appreciated by 

citing the studies on (iy agricultural growth and 
rural poverty; and (ii) strategies for poverty 
alleviation. In the former context, Ahluwalia 
[I9781 called into question the view that 'growth 
without radical institutional change' will not 
'contribute lopoverty alleviation, and indeed may 
even generate absolute impoverishment for the 
poor' on the basis of statistically significant 
negative trends for the Gini coefficients of NSS 
rural consumption distributions for India as a 
whole and for majority of the individual states. 
Similarly, the 'Growth with Redistribution' 
strategy of the Sixth Five Year Plan was also 
guided by the observed decline in the Lorenz 
ratios of NSS consumption distributions at 0.38 
and 0.59 per cent per annum for rural and urban 
India, respectively, during 1960-61 to 1977-78 
[Perspective Planning Division, 1981, p. 821. But 
such estimates of inequality measures based on 
the NSS consumption data are not comparable 
and the observed decline is only spurious and not 
real. This is because published NSS data on 
consumer expenditure are available only in group 

particularreference to the cereal basket inasmuch 
as cereals account for more than 80 per cent of 
the calorie intake and because the current poverty 
estimates are basedon poverty lines derived using 
the food-energy-intake method. Its focus is only 
at the all-India picture. With a state level analysis, 
a better understanding of the underlying process 
and causes will emerge. That is being carried out 
in a separate study. The paper is organised as 
follows. The recent attempts to evolve method- 
ologically better approaches to poverty estimates 
and their findings on poverty reductions in rural 
and urban India are dealt with in Section 1. Sec- 
tion 2 examines changes in levels of living of the 
five poorer decile groups of rural and urban 
population, with Section2.1 which deals with the 
temporal changes in consumer expenditure at 
current and constant prices and Section 2.2 which 
examines the changes in the quantities consumed 
of cereals over time by these population groups. 
Next the question of changes in consumption 
patterns is dealt with in Section 2.3, The final 
section gives the conclusions of the paper. 

1. POVERTY RATIOS 

form and Lorenz ratio estimates based on such 
data are subject to grouping bias involving 
underestimation of the convexity of the Lorenz 
curve. This grouping bias varied between data for 
different NSS rounds because of the rigid NSS 
expenditure class interval schemes which are not 
updated regularly in keeping with changing price 
levels [see Suryanarayana, 19911. With appro- 
priate statistical corrections and fractile group 
specific price adjustments, the Lorenz ratio 
estimates show even an increase in inequality 
particularly for the urban sector and cities [Su- 
ryanarayana, 19861. 

Similarly the observed recent reductions in 
estimates of poverty measures, both prevalence 
and severity, could be due to inadequate price 
adjustments [Suryanarayana, 1994 and Section 1 
below] and there is a need for a careful analysis 
of changes in real consumption basket and its 
policy implications. This paper, accordingly, 
makes an attempt in this direction by examining 
the available NSS data on consumer expenditure 
after convcnlional fractile-group specific price 
adjustments. The study is carried out further with 

Most of the recent important studies on poverty 
[see, for instance, Minhas et al., 1987, 1997; 
Kakwani and Subba Rao, 1991; Tendulkar et al., 
19931, including those by the Planning Com- 
mission, are based on the poverty lines estimated 
by a Task Force on Projections of Minimum 
Needs and Effective Consumption Demand 
[Perspective Planning Division, 19791 using the 
food-energy-intake method. The Task Force 
defined the poor as 'those whose per capita 
consumption expenditure lies below the mid- 
point of the monthly per capita expenditure class 
having a daily calorie intakeof 2,400inrural areas 
and 2,100 in urban areas' [Perspective Planning 
Division, 1981, p. 811. The mid-points were 
actually worked out using the 28th Round NSS 
data on household consumption both in quantity 
and value terms for the period October 1973 -June 
1974 as follows. To begin with, applying com- 
modity spccific calorie content cocfficienls, the 
calorie content of consumption baskets 
corresponding to various NSS expenditure 
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classes were determined. And then the expendi- number of rural poor increased from 244.22 
tureequivalents of the calorie norms were worked million to 253.10 million between 19'72-73 and 
out by applying inverse linear interpolation 1977-78 and declined thereafter to221.50 million 
method to the NSS data on average per capita in 1983-84 and to 195.97 million in 198'7.238. The 
monthly expenditure and the corresponding cal- size of urban poor also increased from 47.33 
oriecontentof food items in the expenditure class. million to 53.70 million between 1972-73 and 
The poverty lines so worked out are Rs. 49.09 and 1977-78 and declined to 59.50 million in 1983-84 
Rs. 56.64 per capita per month at 1973-74 prices and to 41.70 million in 1987-88. The combined 
in rural and urban areas, respectively. The all-India poor population increased from 29 1.55 
majority of the recent studies are based on these million to 306.80 million between 1972-73 and 
poverty lines estimated by the Task Force [Per- 1977-78 and declined to 271.00 million in 
spective Planning Division, 19811. The poverty 1983-84 and to 237.67 million in 1987-88. 
ratios and numbers obtained by SOme of these The study by Minhas el al. [I9911 is essentially 
studies are presented in Table 1 .  Broadly they the result of their efforts to overcome the meth- 
show a decline in the proportion of the poor since odological limitations of the Planning Commis- 
1973-74. They differ with respect to specific sion approach. Minhas a/. [I9911 estimate 
details like magnitude of changes in the size, headcount ratios using the same all-India rural 
absoluteand relative, of the poor population. This and urban poverty lines as done by the Planning 
is even though the different Commission for the base year 1973-74. But they 
agreed On lhe poverty lines, differed with depend only on the NSS consumer expenditure 

lo the data base and melhodoiog~ disuibutions any scalar adjustments 
lowed in poverty estimation. because of the problems of comparability 

The 'Ianni% the poverty between the NSS and ('SO private consumer 
lines recommended the Task Force the year expenditure data seu. They reject the Planning 1973-74. Estimates of poverty for the subsequent Commission approach of using implicit national 
y e s  are made by price-adjusting the poverty 
lines with the Central Statistical Organisation's income deflator oa the ground that it ignores 

(CSO) implicit deflator for private consumption rural-urban differentials in prices and price 

expenditure obtained from the National Accounts movements. Their preferred approach obtains 

Statistics. As regards the data base, the NSS State poverty lines to the 

consumption expenditure for both all-India ones using state specific cost of living 
rural and urban sectors are adjusted upwards by indices and state specific price indices relative to 
a factor given by the ratio of cs0vs estimate of all-India separately for the rural and urban middle 
private consumption expenditure in the National 'an@ of population. The state specific cost of 
A~~~~~~~ slatistics to the NSS estimate of living indices and state specific price indices 
household consumer expenditure for the corre- relative to all-India for the rural Sectors are 
spending year, in order to ensure consis;ency estimated using adjusted retail price relatives of 
between the input-output table and consumption the official Consumer Price Index for Agricul- 
sub-model of the overall Plan model. Planning tural Labourers (CPIAL); the adjustment being 
Commission estimates of the headcount ratio for the downward bias in the retail price index of 
show the proportion of poor to have declined fuel and light arising from the use of an 
continuously from 54.10 per cent in 1972-73 to unchanging price relative for firewood on the 
33-40 per cent in 1987-88 in rural India. In urban assumption that agricultural labourers get fie- 
India the corresponding decline was from 41.20 woyd free of cost from common property 
to 20.10 per cent. The estimates for rural and resources. As regards the urban sectors, the 
urban India taken together show a decline from combined retail price relatives compiled for the 
5 1.50 to 29.90 per cent during the period. But the Consumer Price Index for Industrial Workers 
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(CPIIW) and Consumer Price Index of Non- 
manual Employees (CPINM) for urban areas are 
used. The middle range of population is taken to 
include persons in the monthly per capita total 
consumer expenditure (MPCTCE) interval cov- 
ering the state-specific poverty line in the base 
year. Ncxt, state specific poverty ratios are 
worked out on the basis of state-wise NSS con- 
sumption distributions and their population 
weighted average gives the all-India estimate. 
Their estimates for rural India show a decline in 
the proportion of poor from 58.75 per cent in 
1970-71 to 50.77 per cent in 1983 and further to 
48.69 per cent in 1987-88. Their corresponding 
estimates for urban India show a decline from 
46.1 7 per ccnt to 39.74 pcr cent and finally to 
37.76per ccnt. Their weighted avcragc estimates 
for all-India show a decrease in poverty from 
56.25 per ccnt in 1970-71 to 48.1 1 pcr cent in 
1983 and further to 45.85 per cenl in 1987-88. 
Unlike the Planning Commission estimates, thcir 
estimates show an increase in the number of poor 
throughout: The number of rural poor increased 
from 257.94 million in 1970-71 to 276.83 million 
in 1983 and to 283.66 million in 1987-88. The 
number of urban =or increased from 50.37 
million to 69.18 million and finally to 77.50 
million during the  corresponding period. The 
combined rural and urban estimates show an 
increase from 308.32 million in 1970-71 to 
346.01 million in 1983 and to 361.16 million in 
1987-88. 

Using the same methodology but based directly 
on the all-India poverty lines and all-India con- 
sumption distributions, e3limates of the poverty 
proportions have bcen updated for years after 
1970-71 up to 1988-89 by Tendulkar el ul. 
[1993].The estimates by Tendulkar el al. [I9931 
show similar temporal movements in poverty 
ratios for rural and urban India. The poverty 
pcrcentage decreased from 57.33 in 1970-71 to 
54.47 in 1977-78 and declined further to reach 
42.23 in 1988-89. As regards the urban poor, thcir 
percentage share in toral urban population 
increased from 45.89 in 1970-71 to 47.40 in 
1972-73 and further to 49.20 in 1973-74 and 
dcclined to 42.97 in 1977-78 and 35.39 in 

1986-87; then, it increased marginally to 36.52 in 
1987-88 and declined to 35.07 next year. 

The estimates discussed so far relate to the 
headcount measure of poverty, that is, measure of 
prevalence of poverty. As is well known, the 
headcount measure docs not takeinto account the 
magnitude of deprivation of the poor with respect 
to the subsistence minimum and the relative 
inequality among the  poor. Tendulkar el al. 
[I9931 have estimated mcasures of depth and 
severity of poverty. They are the Poverty Gap 
Index, the Sen Index [Sen, 19761 and the P, 
measure [Foster, Greer, Thorbccke, 19841. These 
measures are oblained as follows. Let N be the 
total numbcr of individuals in the society. Let Y 
= (y,, y2, ...,y ,) bc a vector of N individual con- 
sumption expcnditurcs in increasing order; z be 
thc exogenously fixed poverty line; q be the 
numbcr of individuals with consumption less than 
z; y, bc the mean consumer expenditure of the 
poor; G ,  bc the Gini coefficient of consumption 
distribution among the poor and C i  = squared 

coefficient of variation of consumption distribu- 
tion among the poor. Let H = q/N, that is. 
hcadcount ratio; R = z-ydz, that is, poverty gap 
ratio; gi = z-y, be thc consumption shortfall of the 
i-th individual from the normativc subsistence 
minimum. Then thc Povcrty Gap Index is given 
by 

PGI = - ' 5.(z- yi) NZ ~ S I  

That is, the Povcrty Gap Index is a measure of 
dcpth of poverty givcn by thc ratio of iheSaggre- 
gatc consumption shortfall of all the poor to the 
normalive consumption expcnditure of the entire 
population. The sevcrity of poverty can be cap- 
tured by taking into account relative inequality 
among the poor. Two such mcasures considered 
by Tendulkar et. al. 119931 are the Sen index and 
the Pa measure. The Sen index (SI) is givcn by 

which reduces to 
SI = H [ R + ( I  -R) G,] , . . (3) 
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From equation (2), it can be seen that the Sen 
index is a normalized weighted sum of con- 
sumption shortfalls of the poor, obtained on the 
basis of 'rank order' weighting scheme. The Sen 
index is not decomposable in the sense that 'total 
poverty is a weightcd average of subgroup pov- 
erty levels' [Foster, Grcer and Thorbecke, 1984; 
p. 7611. The P, poverty measure, which 
overcomes this inadequ:~cy, duc to Foster, Grcer 
and Thorbccke 119841 is givcn by 

where a is the poverty aversion parameter. The 
formula for the P, measure is general in the sense 
that it nests the Headcount ratio and Poverty Gap 
Index measures. That is to say, it reduces to 
Headcount ratio, that is a poverty prevalence 
measure, whcn cc = O and to Poverty Gap Indcx, 
that is a mcasurc or dcpth of poverty, for cx = 1. 
For a= 2, it bccomcs an ovcrall severity measure 
encompassing hcadcount ratio, poverty gap indcx 
and relative inequality among the poor. This 
property of the measure comes out explicitly 
when it is expressed as: 

The estimates of Tendulkar er ul. [I9931 of these 
poverty measures are presented in Table 2. It can 
be seen that these estimates only corroborate the 
picture presented by the headcount ratio esti- 
mates: While the headcount ratio shows that 
all-India rural poverty declined by 26.34 pcr cent 
between 1970-71 and 1988-89, the Poverty Gap 
index shows a decline of 41.95 per cent, the Sen 
index shows a decline of 40.59 per cent and the 
P2 measure, 5 1.57 per cent. As regards all-India 
urban poverty, the reduction between 1970-71 
and 1988-89 shown by the headcount ratio is 
23.58 per cent, that by the Poverty Gap index is 
33.46 per cent, that by the Sen index is 32.45 per 
cent and that by P2 measure, 40.04 per cent. 

These studies and the methodological issues 
raised by Minhas et 01. [I9881 have considerably 
influenced academic thinking and led thc Plan- 
ning Commission to constitute an Expcrt Group 

in 1989 to reconsider methodological md 
computational aspects of poverty estimation. The 
Expert Group has gone into 'the methodology for 
estimation of poverty at national and state level' 
and also 'into the question of re-defining poverty 
line, if necessary' [Perspective Planning Divi- 
sion, 1993, p. 11. According to the Expert Group 
'the poverty line dcfines on an average the level 
of pcr capita per day expenditure which meets a 
normative minimum standard of living, deemed 
reasonable. Calorie intake is but one of the 
ingredients, though an important one, of the 
minimum standard, but the poverty line makes an 
allowance for non-food consumption needs as 
well on the basis of observed consumer beha- 
viour. The Group recogniscs thc desirability of 
defining the normative standard for non-food 
consumption and its constituents, without refer- 
ence to actual bchaviour, but until this is done, 
the cxisting basis seems to be the most practical 
and reasonable. It is this consumption basket that 
constitutcs the minimum stnndard [or defining the 
boundary bctween the poor and the non-poor' 
[Perspective Planning Division, 1993, p. 301. The 
Expert Group has recommended that the all-India 
poverty lines and-norms suggested by the Task 
Force on Minimum Needs and Effective Con- 
sumption Demand be the basis for further esti- 
mates of poverty. 

To begin with, state-specific poverty lines for 
the base year 1973-74are to beestimated applying 
the same living standard norm uniforlnly to all 
states so as to ensure comparability of poverty 
estimates across states and over time. For this 
purpose the 'standardised commodity basket 
corresponding to the poverty line at the national 
level' are to be valued at state specific prices in 
that year. This is done using Fisher'scost of living 
index reflecting inter-state price differentials with 
respect toall-Indiaas estimated by Chatterjeeand 
Bhattacharya [I9741 for the rural sector and those 
by Minhas el. al. [198812for the urban sector. The 
state-sector-specific poverty lines for subsequent 
years are to be updated by their respective con- 
sumer price indices obtained by weighted state- 
sector-speciric prices where the weighting 
diagram is given by the corresponding all-India 
consumption basket for the base year poverty line. 
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Considering that reliable, comparable data in methodology which differs from the one advo- 
sufficient disaggregation are notreadily available cated by the latter with respect to specifics like 
to researchers and take time, the Expert Group common all-India weighting diagram for all states 
recommends the use of published commodity and larger commodity group price indices in 
group indices from the CPIAL for the rural and a estimating state-sector-specific cost of living 
simple average of 'suitably weighted' indices indices. Its merit largely lies in ease of estimation 
from CPIIW and CPINM for the urban sector for based on readily available published data. Both 
purposes of consumer price indices. Given the the approaches have made significant contrib- 
state-specific poverty lines, the corresponding utions by bringing out the fundamental incon- 
poverty ratios are to be estimated relying 'ex- sistencies in the Planning Commission approach 
clusively' on the NSS size distribution of per and suggesting methodologically better 
capita consumption expenditure. And, all-India alternatives. In this respect, given their emphasis 
poverty ratios are to be obtained as 'a ratio of the on appropriate weighting diagrams and price 
aggregate number of State-wise poor persons to relatives so as to retrieve information about the 
the total all-India (rural and urban) population' underlying consumption basket, thereseems tobe 
[Perspective Planning Division, 1993, p. 341. scope for further improvement by taking into 

The estimates of poverty ratios and numbers so account the dual valuation of NSS consumption 
obtained show a gradual decline in rural poverty data. That is, the NSS Organisation (NSSO) 
ratio from 56.44 per cent in 1973-74 to 53.07 per values consumption froin home-grown stock at 
cent in 1977-78,45.61 percent in 1983 and finally ex-farm prices and the monetized part, that is 
to 39.06 per cent in 1987-88 but an increase in the those from market purchases at retail prices. Farm 
number of poor from 261.29 million in 1973-74 price is generally much lower than market retail 
to 264.25 million in 1977-78 and a decline price; for rice it used to be about60per cent lower 
thereafter to 25 1.72 million in 1983 and to 229.40 in the early 1970s in a few select markets [Pal et 
million in 1987-88. The estimates for urban India al., 19931. In that case the same consumption 
showa gradual decline in poverty proportion from basket will be valued differently depending upon 
49.23 per cent in 1973-74 to 47.40 per cent in the shares of the home-grown stock and mone- 
1977-78, to 42.15 per cent in 1983 and finally to tized consumption. This renders comparisons of 
40.12 per cent in 1987-88; but a gradual increase inequality and poverty estimates, based on the 
in the number of poor from 60.31 million in NSS consumer expenditure data across sectors 
1973-74 to 67.74 million in 1977-78,75.29 mil- and states,difficult since the share of monetized 
lion in 1983 and to 83.35 million in 1987-88. The consumption varies across households within a 
corresponding combined estimates for all rural sector in a state and also across sectors and states. 
and urban India together show a decrease in The time series estimation and comparisons of 
poverty from 54.93 per cent in 1973-74 to 5 1.8 1 poverty and inequality measures also get affected 
per cent in 1977-78,44.76 per cent in 1983 and in the contextof changing institutional structures 
finally to 39.34 per cent in 1987-88; but the and increasing monetization of consumption 
number of poor increased from 321.60 million in [Suryanarayana, 19931. Poverty estimates based 
1973-74 to 331.99 million in 1977-78 and on poverty lines updated by consumption 
decreased thereafter to327.01 millionin 1983 and weighted retail price indices will be distorted. 
further to 312.75 million in 1987-88. This is  because the use of such weighted retail 

The studies by Minhas el al. essentially rep- price indices is  valid only if either commodity 
resent efforts a t  overcoming some of the meth- items of the consumption bundle are uniformly 
odological limitations of the Planiring valued at respective retail prices or ex-farm and 
Commission approach to poverty estimation. The retail prices increase at the same rate. But in fact 
Expert Group Report [Perspective Planning neither of the two hold good for rural India. So 
Division, 19931 in response to the issues raised updating poverty lines by weighted retail price 
by the studies of Minhas el al., recommends a indices will involve over-inflation of poverty 
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lines vis-a-vis the actual consumer expenditure 
data and hence overestimation of poverty. It has 
been shown [Suryanarayana, 199511 that the 
poverty estimates, based on NSS consumer 
expenditure data, using consumption weighted 
retail price indices will be overestimates and the 
degree of overestimation will vary depending 
upon changes in the degree of monetization of the 
consumption basket and relative changes in ex- 
farm and retail prices. Other things remaining the 
same, an increase in monetized share in 
consumption would result in a decline in over- 
estimation of poverty. There is enough evidence 
by now [Vaidyanathan, 1986 and ILO-ARTEP, 
19931 which shows increasing landlessness and 
casualisation of rural labour since the mid-sixties 
which would imply larger market dependence and 
increasing share of monetized part in the con- 
sumption of the poor. This may explain part of 
the observed reduclion in poverty estimates. The 
degree of casualisation being different across 
states, the degree of distortion in poverty esti- 
mates will differ across states. This would imply 
that the debate on agricultural growth, trickle 
down, inflation and rural poverty has over 
emphasised problem specification and econo- 
metric procedures at the cost of verifying how far 
the sample data represents the postulated process 
[Suryanarayana, 1995aJ. 

Further even though Tendulkar et al. [I9931 
have estimated distributionally sensitive poverty 
measures like the Pa and Sen indices, their estt- 
mates suffer from two limitations: 
(i) they are based on the NSS estimates of 
expenditure-group-wise mqan cansumption 
because of which intra-group inequalities are not 
accounted for; and (ii) they do not lake into 
account the dual valuation of NSS consumption 
estimates and the differential impact of inflation 
across expenditure groups. The question of dual 
valuation matters particularly for distributionally 
sensitive poverty measures because monetization 
rate (i.e., the ratio of cash to total consumption 
expcnditure) differs across households anti its 
distribution across groups varies between statcs 
and over time. For instance, thc average monc- 
tization rate was 0.6 for rural India and 0.9 for 

urban India in 1963-64. The monetization rate 
increased with the rise in per capita consumer 
expenditure in rural India as a whole and in the 
rural sectors of some states; it followed au-shaped 
pattern for rural West Bengal and a linear pattern 
in the case of rural Kerala. As regards the urban 
sector, monetization rateincreased with per capita 
total consumer expenditure in Uttar Pradesh and 
a linear patlern for West Bengal and Kerala 
[Mukherjee er al.,  1981, p. 71. The differential 
impact of inflation is important because the 
commodity composition of consumption baskets 
are different across expenditure groups. With 
food items dominating the consumption baskets 
of the poor, inflation accompanied by changes in 
relative prices involving increases in foodgrain 
prices would affect the poor muchmore adversely 
than the rich. Some of the earlier studies for the 
1960s and early 1970s based on wholesale price 
relatives have confirmed this pattern for India 
[Mahalanobis, 1962; Iyengar and Bhattacharya, 
1965; Iyengar, 1967; Vaidyanathan, 1974; Rad- 
hakrishna and Sarma, 1976 and Suryanarayana, 
19861. A recent, tnethodologically better, attempt 
[Jain, 19891 based on retail price relatives for the 
years 1970-71,1972-73, 1973- 74,1977-78 and 
1983 corroborates the hypothesis about the dif- 
ferential impact of inflation but shows that the 
pattern was neither always regressive nor always 
progressive. Therefore, ideally such distributio- 
nally sensitive poverty measures should be esti- 
mated with appropriate adjustments for grouping 
bias, dual valuation ofconsumption estimatesand 
differential distributional impact of inflation. 
While the problem ofgrouping bias can be tackled 
to acertain extent by graduating theconsumption 
distribution by some distribution function, the 
latter can be handled by reconstructing the con- 
sumer expenditure dismbutions for different 
years at the base year prices of the poverty line 
with appropriate differential price adjustments. 
Such methodological aspects are yet to receive 
serious attention. 

Given these constraints, one approach could be 
to examine the actual changes in the entitlement 
and levels of living of the poorer sections in rural 
and urban India during the post-Independence 
pcriod. The entitlement of the poor are measured 
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by their consumer expenditure given in the NSS order of MPCTCE. This is done by linear inter- 
reports. The use of the data on consumer expen- polation on the unsmoothed Lorenz curve for 
diture may be justified since it is a better proxy MPCTCE. Such distributions, besides their 
for permanent income and is less subject to comparability over time, enable deflation of 
conceptual and measurement errors than income. decile groupwise MPCTCE by decile group 
For the poor who are already living at sub- specific deflators to arrive at the distribution of 
subsistence level, there may not be any difference real consumption expenditure by accounting for 
between consumer expenditure and income. the differential impact of inflation. 
Further, so far as we are interested only in some TO begin with, the estimates of MPCTCE at 
income measure, the NSS valuation of home- current prices for the bottom five decile groups 
grown consumption at ex-farm prices may not of rural and urban population for the period 
distort the analysis as it may be justified as a 1961-62 to 1989-90 are presented in Tables 3 and 
measure of opportunity cost and hence income. 4, respectively. The estimates of IWCTCE are 
With this perspective, the sections below address . presented for years after 1961-62 because it is 
the,following questions: How far the levels of mainly from the 14th round (July 1958-June 
consumcr expenditure of the poor have actually 1959) that the NSS methods of valuation, con- 
registered an increase as a cumulative result of cepts, survey period, etc., got skmdardized and 
different policy programmes? What, is the nature that relevant price indices are available for the 
and direction of changes in the consumption period after 1960-61. The choice of the bottom 
basket of the poor and their implications for five decilegroups is dictated by the consideration 
methodology as well as policy ? that, barring the years 1966-67 and 1967-68, 

generally about 50 per cent of the rural population 
2. CONSUMPTION: LEVELS AND COMPOSITION had a consumption level below the poverty line 

2.1 Trends in Aggregate Consumer Expenditure in the sixtiese[see Suryanarayana and ~ e e t h a ,  
19941. The data at current vrices reveal that, 

The NSS reports on consumer expenditure between 1961 -62 and 1989-90, MPCTCE for the 
rural poorer decile groups increased more than suNey for each provide data in the form of nine times while that for the rnraj population as a 

size distribution of households and population whole the increase was less, that is about eight 
across lo l4 per consumer and a half' times. As regards the urban poorest 
expenditure (MPCTCE) 'lasses with decile group, MPCTCE registered a more than 
average ldPCTCE and its breakdown into a ten-fold increase between 1961- 62 and 1989-90; 
number broad groups at current it was nearly a ten-fold increase for the second 
prices- For some of the munds, the NSSo a'so and third poorest d ~ i l e  group and about nine and 
provides commodity breakup data for the food- a half times increase for the other two decile 
grains category both in value and quantity k ~ m s .  groups and for the urban population as a whole. 
The problem in working with the NSS type As between rural and urban sectors, the increase 
distributions is that the changes in levels of seems to have been higher for the urban than for 
consumer expenditure of different expenditure the rural dgi le  groups, These databeing at current 
groups over time ca lnot be verified by direct prices, a more realistic picture can be obtained 
inter-temporal comparisons of these distributions only with appropriate deflation for temporal price 
since relative population frequencies of different variations. 
expenditure classes vary over time. In order to Our interest being in recovering information 
facilitate temporal comparisons of the consumer about purchasing power of money incomes, price 
expenditure distributions, we convert the NSS indices based on retail prices will be appropriate. 
distributions to obtain estimates of MPCTCE by In this context, one approach to price-adjust the 
decile groups of population ranked in ascending data on consumer expenditure could be to use 
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CPIAL for the rural [see Bhattacharya et al., to account for changes in relative prices along 
19911 and a consumption expenditure weighted with inflation and their differential impact. But 
average of CPIIW and CPINM, as done by such retail price data are readily available only 
Minhas et al., [I9871 for updating the urban for the period after 1970-71 and not for the earlier 
poverty lines, for the urban sector. The estimates years. In the absence of such information for the 
of MPCTCE at Mi0-61 prices so obtained are 1960s, we divide the period of analysis into two: 
presented in Tables 5 and 6, respectively. These (i) 1960451 to 1977-78 and (ii) 1977-78 to 
estimates show that MF'CTCE of the five decile 1989-90. For the first period, the only available 
groups and also of the ~ o ~ u l a t i o n  as a whole in option is to construct dccile group specific 
rural India declined till 1966-67; it recovered to deflators based on price relatives. AS 
the initial level only by 1977-78 but not for all already noted in the previous this is the 
decile groups. For the poorest and founh Poorest approach followed by many studies till retail price 
decile group, it was still below the initial year data became accessible. has also been pointed 
level. All the rural decile groups considered here out [Radhakrishna andRavi, 19921 that the useof 
experienced impr0vement in at wholesale price relatives may not altcr the results 
constant~ricesonl~ after 1977-78. Acom~arison much since wholesale and retail price movements 
between MPCTCE levels in 1961-62 and lgS9- areco-linear. Yet, thisapproach has the limitation 
90shows the improvement, in terms of percentage that it assumes uniform commodily-wise innam 
increase, to be relatively more for the five poorer rdtcs in both rural and urban India. Keeping 
decile groups than for the population as a whole. this in mind, we make use of the 
As regards the urban Ihe lrends not as available decile group specific dcflaton [Surya- 
perceptible as that the rural' naraylma, 19861 by rural and urban secton so as 
for the poorest decile groups to get some approximate pictwe about the ' expenditure declined till 1965-66, recovered by 
1970-7 1 and improved thereafter. For the poorest underlying distributional changes in real terms. 

decilegroup, consumption did not dip at all below These indices have been estimated following the 

the initial year level even though there were Laspeyres rille based on all-India wholesale price 

fluctuations around a rising trend. The improve- indices (1961-62 as base) for 11 commodity 

ment phase in the urban sector appears similar to groups and the fractile group specific weighting 

that of the rural but only the poorest three decile diagrams from the NSS data from the 

groups fared better, in terms of the percentage 171h for the period July 

increase in MPCTCE, than the population as a The eleven commodity groups are: (i) 

whole. However,thepicture thedifferential cereals andcereal substitutes; (ii) pulses and pulse 
increases in consumer expenditure across decile P ' O ~ U C ~ ;  (iii) milk and milk products; (iv) fish, 
groups during the improvement phase obtained eggs and meat; (v) edible oils; (vi) sugar; (vii) 
for rural and urban India could be misleading as fruits, vegetables and nub; (viii) other food items; 
the estimates (Tables 5 and 6) are based on (ix) clolhing; (x) fuel and light; and (xi) 
uniform deflation and do not account for the ~~on-food k m s .  
differences in consumption baskets and changes The resultant estimates of monthly Per capita 
in relative prices. Further, these price indices are consumption at 1961 6 2  prices for the five poorer 
based on consumption patterns of only certain decile groups and also for the population as a 
occupational groupsof rural and urban population whole for'rural and urban India are presented in 
and hence they cannot capture the consumer price Tables 7 and 8, respectively. It can be seen that 
movements for the entire rural and urban pop- the MPCTCE of different rural decile groups 
ulation. decreased during 1961-62 and 1967-68 and 

Ideally one should estimate decile group recovered thereafter hut did not rcach the initial 
specific deflators based on retail prices in order levcl by 1977-78. This is consistent with the 
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observed pattern of an increase in poverty pro- 
portion during the first period and a decline 
thereafter [Suryanarayana and Geetha, 19941. A 
comparison between MPCTCE levels in 1961-62 
and 1977-78 shows consumer expenditure in 
1977-78 to be lower than the initial level for rural 
India. A similar picture of decline and recovery 
in consumer expenditure is obtained for urban 
India but the recovery pace seclns to be faster than 
that for rural India in that rcal consumption 
crossed the initial level by 1972-73 for some 
poorer groups. On the whole, these two sets of 
estimates reveal a decline in consumption till 
mid-1960s and a recovery thcreaftcr, though not 
up to the base year level for all groups. This 
finding that there wasno growth at all till 1977-78 
would cast doubts on the economic validity of the 
dcbatcs on the role of growth versus redistribution 
in reducing poverty which includes the sub- 
period 1972-73 to 1977-78 also [see Kakwani and 
Subba Rao, 1990, 1991; Jain and Tendulkar, 
1990; and Tendulkar and Jain, 19901. 

As regards the second period, we estimate 
Laspeyres decile group specific deflators based 
on the representative rural and urban consumer 
retail price indices by commodity groups at the 
all-India level for 1970-71 to 1988-89 available 
in, Jain and Minhas [I99 11, and Tendulkar and 
Jain 119933. These price indices are 'representa- 
tive', because unlike the CPIAL, CPIIW and 
CPINM, which are based on the consumption 
palterns for only certain sections of the rural and 
urban population, they are based on the con- 
sumption patterns of the entire population of the 
respective sector. Further, the all-India 
commodity group specific rural (urban)consumer 
price indices are obtained as weighted averages 
of state-wise commodity group-specific rural 
(urban) indices, the weights being state-wise 
commodity group-specific aggregate consump- 
tion expenditure of rural (urban) population in the 
base year. We have made use of the data available 
for the following 13 broad commodity group 
classifications for the rural sector. They are: (i) 
cerealsand cereal substitutes, (ii)pulses and pulse 
products, (iii) fruits and vegetables, (iv) spices 
and salt, (v)edible oilsand fats,(vi) milkand milk 

products, (vii) meat and fish, (viii) sugar and gur, 
(ix) other food, (x) intoxicants, etc., (xi) fuel and 
light, (xii) clothing, bedding and footwear and 
(xii) other non-food. As regards the urban sector, 
the price index for 'other food' commodity group 
includes 'sugar and gur' also and 'othernon-food' 
commodity group is broken up into the following 
sub-groups: (a) housing, (b) medical care, (c) 
education and recreation, (d) transport and com- 
munication, (e) pcrsonal care and effects, and (f) 
other non-food. While estimating the decile 
group-specific deflators for urban all-India, we 
have treated all 'other non-food' sub-groups as a 
single commodity group by taking a simple 
arithmetic average of these sub-group price 
indices. Since the. 'other food' group includes 
'sugar and gur', the number of commodity groups 
considered for the urban sector is 12. The decile 
group specific weighting diagrams are obtained 
from the NSS data from the 25th round for ;he 
agricultural year July 2970-June 1971. 

The estimates of MPCTCE at 1970-71 prices so 
obtainedare presented in Tables 9 and 10 forrural 
and urban India, respectively. The estimates do 
not show a sustained improvement in real con- 
sumption expenditure. WCTCE declined in 
1972-73 and 1973-74 for some decile groups in 
both rural and urban India. In rural India, a 
comparison between 1970-7 1 and 1988-89 
shows, the poorest three decile groups to have 
experienced higher (in percentage terms) 
increases in consumer expenditure than the whole 
population. While the consumption expenditure 
for the rural population as a whole increased by 
18.88 per cent, it increased by 32.02 per cent for 
the poorest and by 28.05 per cent for the second 
poorest decile group. As regards the urban sector, 
the increases in MPCTCE at 1970-71 prices for 
different decile groups seem to be broadly the 
same, between 16.50and 20.25 per cent. Focusing 
attention exclusively on the second period, it can 
be seen that the available data show total real 
consumption expenditure increased for the poor 
as well as for the entire population from 1977-78. 
MPCTCE at 1970-7 1 prices increased by about 
seven per cent for the population as a whole in 
both rural and urban India between 1977-78 and 
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1988-89, with the rural poorest twodecile groups 
enjoying more than 20 per cent increase and the 
urban poorest decile group, 16.59 per cent 
increase. However, this cannot be taken to mark 
1977-78 as the year when recovery started since 
we have no information for the three years 
between 1973-74 and 1977-78. 

From the results discussed above, the following 
features about the economic status of the poor and 
the changes therein as a result of economic 
development during the last forty years stand out. 
Since the realization of development projects 
takes time and serious efforts at development 
were made only from the Second Five Year Plan 
(1956-61) onwards, the estimates for the period 
1961-62 to 1989-90 may be taken as measures of 
the cumulative impact of development efforts on 
the economic status, defined in terms of income1 
consumer expenditure, of the poor. Our estimates 
show that there was hardly any improvement in 
the economic status of the poor till 1973-74. The 
estimatesof household consumption available for 
the years from 1977-78 indicate relatively sub- 
stantial improvement for the two poorest decile 
groups in rural India and for the poorest decile 
group in urban India. If so, this leads us to the 
questions: How significant is this increase in 
terms of its impact on the level of living of the 
poor ? That is, how did the poor go about utilising 
the increased income andconsumption ? Whatare 
their policy implications ? Did it lead to an 
increase in their cereal consumption level so that 
income per se can be regarded as a major 
inslrumcnt in poverty alleviation and reduction in 
under-nourishment? Some of these issues are 
examined in the following sections. 

2.2 Physical Cereal Consumption: Size and 
Composition 

The estimates of poverty ratios based on the 
food-energy-intake method are not really con- 
ccmed with the measurement of malnourishment 
and undcmourishment but with the proportion of 
thcpopulation incapableof attaining the specified 
minimum living standard. Still it is important to 
examine the changes in real consumption levels 

so as to ascertain how far there has been an 
improvement in real basic levels of living in 
response tp income increase. This is also impor- 
tant from a methodological perspective because 
in spite of the refinements made by different 
approaches, there are a number of stat is tical gaps, 
as already seen in the first section, giving con- 
siderable scope for wrong inferences. All these 
factors emphasise the need for a careful analysis 
of the cOnsumption basket in quantity terms also, 
wherever possible. 

In this subsection an attempt is made to examine 
the consumption bundle in quantity terms for the 
bottom five decile groups and also for the pop- 
ulation as a whole for different yeks for which 
data are available. To begin with, we examine the 
changes in the cereal consumption basket. For, 
the poverty line is based on the calorie norm and, 
on an average, cereals account for more than 85 
per cent of the calorie intake of the poorer 
households particularly in the rural sector [see, 
NSS Report No. 238, Vols. I & I1 and Bhatta- 
charya el al., 1991, p. 531. Further, cereals 
constitute about 60 per cent of total consumption 
expenditure for these groups and hence cereals 
consumption car1 also be taken as an important 
indicator of level of living. 

The estimates of average quantity of cereals 
consumed per person per 30 days separately for 
the poorest five decile groups and the population 
as a whole for the rural and urban sectors are 
presented in Tables 11 and 12, respectively. 
Decile group-wise estimates of cereal consump 
tion for rural India for NSS rounds up to the 13th 
and for the 18th are taken from Bhattacharya et 
al. 119911. In order to ensure comparability 
between our estimates and those form Bhatta- 
charya et al. [1991], we have estimated deciie 
group-wise quantities of cereal consumption 
following their procedure, that is, by linear 
interpolation. And we have definedcoarsecereals 
to include jowar, bajra, maize, barley, small 
millets, ragi and gram. The estimates of physical 
cerealconsumption for thedifferent decile groups 
of the urban population are made by us using the 
same procedure and definition of coarse cereals. 
The NSSO provided estimates of quantities 
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consumed mcasurcd in 'sccrs' up to the 17th on thc NSS data that pcr capita total cereal 
round. We havc convcrtcd thcm into kgs using a consumption of the entire population, bolh in the 
conversion factor of 'one seer = 0.9331 kg' as rural and urban areas, declined since the early 
given in the NSS Rcport no: 184 on consurncr sixlics, when per capita availability of total 
expenditure tablcs for the 17th round. During cereals has actually increased as per the official 
most of thc NSS rounds thc monthly per capita estimates. Thepercapila to~lcerealconsurnption 
cereal consumption was between 8.71 kg and of the total population declined by 19.76 per cent 
1 1.42 kg for the poorcst decile group and bctween in the rural areas and by 1 1.49 percent in the urban 
14.05 kg and 18.06 kg for thc population as whole arcas bctwccn 1960-61 and 1989-90. But, as per 
in rural India. During thc Planning pcriod as a ~ h c  official cstimatcs, the per capita daily avail- 
wholc, from 1952 to 1989-90, thc lcvel of pcr ability ofcereals has increased from 399.70grams 
capita ccreal consumption in quantity tcrlns did to 432.60 grams, that is, by 8.23 pcr cent during 
not show any pcrccptiblc trcntl for any decile the same pcriod [Government of India, 1992; p. 
group. But at thc aggregate Icvcl thcrc is a dccline. 1361. 
As regards the poorest decile group ccrcal con- What is noteworthy about the cereal con- 
sumption registered an increase from 8.71 kg to sumption basket is the change in its composition 
10.95 kg but marked by large fluctuations. Still in favour of superior cereals like rice and wheat 
the terminal year level of cereal consumption is (see Tables 13 and 14), which is marked during 
below the subsistence rcquiremcnt level - the thc second period, that is the period of increase in 
Indian Council of Medical Research (ICMR) rcal income of thc poorer groups. For instance, 
norm for minimum cereal consumption is 11.58 the average monthly per capita consumption of 
kg per month - and far below the cereal bundlc ricc increased from 2.59 kg to 5.27 kg between 
(15.46 kg per month) corresponding to the class 1954-55 and 1989-90 for the rural poorcstdecile 
interval enclosing the poverty line for 1973-74. group. Similar increases, though not of the same 
In fact, for the rural population as a whole and for magnitude, occurred for the sccond poorest and 
the third and fourth poorest decile groups, third poorcst decile groups also and not for the 
monthly per capita cereal consumption declined middlc ones in rural India. Accordingly, the 
since theearly 1960s,even though they have been shares of rice in the cereal basket increased from 
at levels below the poverty line cereal bundle. As 25.00 to48.10,32.30 to 52.13 and 41.40 to 53.31 
regards the  urban sector, available data show that per cent, for the poorest three decile groups 
the monthly pcr capita consumption of cereals respectivcly. Much more striking are the increase 
fluctuated between 8.42 kg and 10.03 kg for the in the share of wheat and the decrease in that of 
poore~t decile group and between 11.04 kg and coarsecereals, which were gradual until 1977-78, 
12.65 kg for the population as a whole. Cereal but dramatic thereafter. For the rural poorest 
consumption declined since 1958-59 for all the decile group, monthly per capita wheat con- 
urban poor sections considered here except the sumption increased gradually from 210 grams in 
poorest decile group. This decline has occurrcd 1954- 55 to 1.57 kg in 1977-78 but sharply to 2.84 
in spite of the fact that barring a couple of years kg by 1983; the corresponding share in total cereal 
in the early sixties cereal consumption levels for consumption of wheat increased from 2.00 to 
all the decile groups concerned and the urban 16.10 gcr cent and then to 27.41 per cent in the 
population as a whole have been below the ICMR same years. Coarse cereals consumption by the 
norm. The general picture, therefore, is one of rural poorest decile group declined gradually 
decline in cereal consumption in both the rural from 7.57 kg per capita per month in 1954-55 to 
and urban sectors. But one noteworthy fact is that 4.44 kg in 1977-78 and then to 4.28 kg in 1983 
in all years, cereal consumption increased with and 2.82 kg in 1986-87; [he corresponding coarse 
'income levels' in the poorer half of the popula- cereal shares in total cereal consumption 
tion. What is intriguing here is the finding based dccreasedfrom73.00percent in 1944-55 to45.64 
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per cent in 1977-78,41.37 per cent in 1983 and 
to 28.26 per cent in' 1986-87. Similar changes 
occurred for other poor decile groups too. The 
urban sector too experienced similar changes in 
the cereal consumption basket; but the pattern and 
magnitude of changes are not as striking as that 
for the rural sector. Both in the rural and urban 
sectors, the share of wheat in the cereal basket 
increased and that of coarse cereals decreased. 
Such changes in the composition of the con- 
sumption basket seems to be partly in response to 
changing tastes, changing relative prices and their 
substitution effects on consumer choices, but 
largely due to changing production and supply 
conditions. Under the new agricultural growth 
strategy, benefiting largely wheat and rice, crop 
composition of foodgrains has changed consid- 
erably in favour of superior cereals. Between 
1960-61 and 1989-90 per capita daily availability 
of rice increased from 201.10 grams to 212.60 
grams (by 5.72per cent), thatof wheat from 79.10 
grams to 132.90 grams (by 68.02 per cent) while 
that of other cereals decreased from 1 19.50 grams 
to 87.10 grams (by 27.12 per cent) [Government 
of India, 1992; p. 1361. This provides some 
explanation for the observed pattern of changes 
in the composition of the cereal consumption 
basket. Still the magnitude of the changes in 
consumption of different cereal items is not 
commensurate with that in the availability esti- 
mates. A s  per the NSS estimates, the pcr capita 
physical consumption of rice of the entire 
population declined betwecn 1960-61 and 
1990-91 by 12.94 pcr cent in the rural areas and 
by 8.40 per cent in the urban areas as against an 
increase, between the same years, shown by the 
estimates of rice availability. And, as per theNSS 
estimates, the per capita physical consumption of 
the entire rural population declined by 62.60 per 
cent for coarse cereals but increased by 52.60 per 
cent for wheat between 1960-61 and 1989-90 
(Table 13); the corresponding estimates for the 
urban population are a decline of 65.67 per cent 
for coarse cereals and an increase of 13.88 per 
cent forwheat (Table 14). Such adecline incoarse 
cereal availability along with changing produc- 
tion conditions and rural labour markcts seem to 

have accounted for some decline in total cereal 
consumption of the rural poorer decilegroups. For 
instance, the rural poor subsistence farmers opted 
for superior cereals in their consumption because 
their prices are lower than the cost of production 
of some coarse grains and the farmers had either 
changed their cropping pattern or stopped grow- 
ing foodgrains at all [Bhatia, 19881 while others 
had to change their preferences because coarse 
cereals are simply not available or not available 
in required quantities3. That farmers have shifted 
their cropping pattern out of coarse cereals can be 
seen from the fact that while the rate of growth of 
the area under superior cereals has been positive 
throughout, that under coarse cereals which was 
0.90 per cent per annum during 1949-50 to 
1964-65 became negative and was (-) 1.01 per 
cent per annum during 1967-68 to 1987-88 [see 
Techno Economic Research Institute, 1990; Pp. 
394-3951. This meant increasing market depen- 
dence of the poor for rice and wheat which must 
have only been reinforced by the increasing 
landlessness and casualisation of rural labour 
(referred to in Section 1). Thus the  reduced 
availability of coarse cereals, which is essentially 
grown for self-consumption by subsistence 
farmers, must have affected that part of total 
consumption which is met through market pur- 
chases because of higher market retail prices of 
superior ccreals and hence Ied to adecline in total 
cereal consumption in the rural areas. It may be 
noled that coarse cereals are less important and 
the home-grown component is negligible in 
consumption in the urban areas. This coupled 
with better availability of cereals at reasonable 
prices through the public distribution system 
(PDS) must have accounted for the observed 
smaller decline in total cereal consumption in the 
urban areas than in rural. This is the all-India 
picture which is an aggregated picture of pre- 
dominantly rice growing states, predominantly 
wheat growing states, jowar growing states, etc., 
which alsoreflects the variety in the predominant 
cereal in the consumption pattern of different 
states. It is quite possible that differences in the 
rate of change in the poverty percentages of 
different slates produced differences in the cereal 
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composition for the poor decile groups. Such a 
study will involve a careful disaggregated state- 
level analysis which is being carried out sepa- 
rately. 

The findings discussed above have both 
methodological and policy implications. The 
decline in total quantities of cereals consumed 
even after improvements in total consumer 
expenditure at constant prices, that is in total 
entitlement, implies that the decline was by 
choice and not due to decreased total entitlement. 
Therefore, a decline in per capita cereal con- 
sumption by itself cannot be taken to indicate an 
increase in poverty. Further, the decline in total 
cereal consumption seems to be dictated by 
changing production conditions and rural insti- 
tutions involving increasing landlessness, casu- 
alisation and market dependence of the poor. This 
would imply that explaining fluctuations in 
poverty is not a simple matter of relating quan- 
tifiable variables but has to do more with pro- 
duction conditions and institutional variables. 
Methodologically the finding on changing 
composition of cereal consumption basket would 
imply that ideally trends in total consumer 
expenditure should beexamined with appropriate 
price adjustments for changing relative prices and 
their substitution effects also. This can be done 
by using decile group specific true cost of living 
indices as deflators when relative prices change. 
The true cost of living index is defined as the 
relative cost of. attaining the same reference 
welfare level under two different price situations. 
It is given by the 'ratio of the minimum cost of 
attaining the reference indifference curve under 
comparison prices to that of attaining it under base 
year prices.' [Philips, 1983, p. 1411. The choice 
of the true cost of living index as a deflator h a s  
the advantage that it can account for the substi- 
tution effects of relative price changes which the 
conventional Laspeyres and Paasche indices 
cannotcapture. Further, the ability of a household 
to respond to changes in relative prices are con- 
siderably influenced by demographic variables 
which can only be taken into account by true cost 
of living indices with appropriate specification of 
the underlying cost functions. 

Further, such findings on changes in poverty 
have to be combined wilh the information on 
consumption choices of the poor in order to 
choose thc right set of policics for poverty alle- 
viation. The is bccause from a policy point of 
view, there is a cause for conccrn: Since in tcrms 
of calorie and protein content, rice and wheat are 
almost as good as coarse cereals, if not better4, the 
near stagnation in cereal consumption would 
imply continuing malnourishment of the poor. In 
the context of ongoing cconomic reforms which 
lay emphasis on efficiency and productivity 
improvement, there is a clear cut case for choice 
of right set of policies for reduction in poverty 
and malnutrition after examining the problem 
considering consumption choices also. This can 
be highlighted wilh reference to the following 
studies. 

The LO-ARTEP study [1993], based on the 
estimates of Tendulkar er al., [1993], notes, in 
particular, the decline in poverty in 1987-88 and 
points out 'the first point to note in the results is 
that 1987-88 seems to represent a break from the 
past. Earlier, a year of drought or a year following 
adroughtalways showed an increasein thedegree 
of social deprivation. However, the year 1987-88 
came after a drought in 1986-87 and was itself a 
drought year ... important lessons to be learned 
from the experience of 1987-88 about how much 
can beachieved through appropriate public action 
in containing or reducing social deprivation in the 
short run until the normal growth process elimi- 
nates poverty more or less permanently in the long 
run' [ILO-ARTEP, 1993, p. 811. Finally, the 
study goes on to lay emphasis on poverty allevi- 
ation programmes oriented towards employment 
generation and asset creation and on viewing 
public distribution of foodgrains 'primarily as an 
instrumentofpricestabilisation and notas an anti- 
poverty programme.' The Expert Group Report 
[Perspective Planning Division, 19931 notes the 
changing commodity composition of the con- 
sumption basket from coarse to supeiior cereals, 
from cereals in general to non-cereal food items, 
and from food as a whole to non-food items, and 
cites the consequent increase in calorie cost as the 
reason for the decline in average calorie intake in 
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spite of income improvements. But, citing only 
the findings on poverty reduction of the Expert 
Group, Government of India points out 'The 
Expert Group estimates also confirm a steady 
decline in the proportion of population living 
below the poverty line. Yet a substantially high 
proportion of people continue to be living below 
the poverty line. This underscores the need for 
rapid growth of output and employment coupled 
with strengthening of the special programmes of 
poverty alleviation and employment generation. 
The problems of poverty has to be dealt in the 
framework of the strategy of development laying 
emphasis on those sectors whose growth makes 
a significant impact on the income levels of the 
underemployed' [Government of India, 1994; p. 
1481. 

In contrast, Radhakrishna [I9911 notes that pcr 
capita cereal consumption declined in rural India 
and 'fluctuated with no significant trend in urban 
India' between 1970-71 and 1988-89 in spite of 
amoderateimprovement in the incomeof the poor 
and a decline in the relative prices of cereals. 
Citing taste change and weakening link between 
food production and entitlement, he calls for 
direct public intervention in the form of public 
distribution of food and supplementary feeding to 
ensure adequate nutrition for the poor. 

This issue of changing consumption patterns 
needs a careful examination because the Expert 
Group has not examined the changes in the real 
consumption, neither size, nor composition. It is 
important to do so because available estimates of 
commodity group specific price indices [Jain and 
Minhas, 1991 and Tendulkar and Jain, 19931 
show that the annual rate of price increase after 
mid- 1970s was oneof the least for those of cereals 
both in the rural and urban sectors. If so, this leads 
to questions like: How real has been the growth 
in consumption and changes in its composition in 
terms of cereals vcrsus non-ccrcals. Docs thc 
obscrved increase in aggregate real consumption 
along with a stagnant physical cereal consump- 
tion have any policy implications particularly 
with respect to measures for poverty alleviation? 

Does it emphasise the need for direct nutrition- 
intervention programmes? The following section 
addresses some of these issues. 

2.3. Changes in Commodity Composifion of 
Consumption 

In order to verify how far the observed changes 
in consumption pattems (measured in terms of 
data at current prices) are due to changes in 
relative prices, we measure commodity-wise 
monthly per capita consumer expenditures at 
current as well as atconstantprices. Theestimates 
of commodity groupwise expenditures at con- 
stant (1970-71) prices are obtained using the 
representative rural and urban consumer price 
indices by commodity groups, referred to in 
Section 2.1, at the all-India level for 1970-71 to 
1988-89 available in Jain and Minhas [ 19911, and 
Tendulkar and Jain [1993]. 

Such estimates of commodity-wise consumer 
expenditures and expenditure proportions at 
current and at 1970-71 prices are presented in 
Tables 15 and 16 for the rural sector. It may be 
noted that the total expenditure obtained by 
adding up the commodity group-wise expendi- 
ture at 1970-71 prices in Table 15 are not equal 
to the MPCTCE at 1970-71 prices presented in 
Table 9. This is because the  procedure for the 
former estimates is equivalent to using a current 
year weighted deflator (Paasche price index) 
while the latter estimates are obtained using base 
year weighted deflator (Laspeyres price index). It 
can be seen that much of the observed changes in 
consumption pattems based on data at current 
prices are due to changing relative prices. The 
proportion of consumption expenditure of the 
rural poorest decile group on cereals decreased 
from 61.73 per cent in 1972-73 to 42.50 pcr cent 
in 1988-89; a difference of 19.23 points. When 
the samc is examined at conslant prices, the 
declinc is much Icss, that is from 59.47 pcr cent 
in 1972-73 to 51.16 per cent in 1988-89; a 
difference of only 8.31 points (Table 16). Thus, 
changing rclativc prices have exaggerated the 
obscrved dccline in the proportion of consumer 
expenditure on cereals. The commodity groups 
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for which expenditure proportions both at current The estimates of commodity-wise consumer 
and constant prices registered some increase expenditures and expenditure proportions at 
are (a) milk and milk products, (b) edible oils, current and at 1970-71 prices for the urban sector 
(c) fruits, vegetables and nuts, (d) sugar, and are presented in Tables 17 and 18, respectively. 
(e) durables and miscellaneous goods and ser- They reveal a picture which is similar to that for 
vices. The rural poorest decile group experienced the rural sector. While the proportion of expen- 
an increase in the consumption of all these diture on cereals at current prices by the poorest 
commodity groups, including cereals, during the decile group decreased from 49.01 per cent in 
periodof increase in real income. For commodity 1970-71 to 33.98 per cent in 1988-89 involving a 
groups like (a) meat, fish and eggs, (b) pan, difference of 15.97 points, that at constant prices 
tobaccoand intoxicants,(c) clothing and footwear also declined but froin 49.0 1 per cent in 1970-7 1 
and (d) fuel and light, consumption sharcs at to 39.72 per cent in 1988-89 with a difference of 
current prices increased but at constant prices 9.29 points. Total consumption at constant prices 
decreased. Per capita monthly consumer expen- increased by 14.12 per cent for this decile group 
ditureat constant priceson these items by the rural during the second period. This was largely 
poorest decile group actually fluctuated around a accounted for by (i) durables and miscellaneous 
stationary level. In sum, what seems to have goodsandservices whoseconsumptionincreased 
happened is that the poor have gone in for quality by 4.16 per cent followed by (ii) milk and milk 
and variety in their consumption basket. For products (2.56 per cent), (iii) edible oils (2.51 per 
instance, for the poorest decile group total con- cent) and (iv) fruits, vegetables and nuts (1.45 per 
sumption at constant prices increased by 27.68 cent). These four commodity groups accounted 
pcr cent between 1977-78 and 1988-89. The for bulkof the increases in total real consumption 
commodities which largely accounted for this for other decile groups and also for the whole 
increaseare (i) cereals and cereal substitutes (6.82 urban population. 
per cent), (ii) fruits, vegetables and nuts (4.92per Thus the broad picture that emerges from the 
cent) (iii) durables and miscellanmus goods and preceding analysis is that real income/consump- 
services (3.25 per cent) followed by (iv) edible tion of the poor started increasing only after 
oils (2.93 per cent), (v) beverages and refresh- 1977-78. With the increase in real inconie, the 
ments (2.30 per cent), (vi) milk and milk products poor seem to have gone in for a diversified 
(1.76per cent), (viii) pan, tobacco and intoxicants consumption basket rather than a narrow one 
(1.72 per cent), (ix) fuel and light (1.37 per cent), consisting only of basic food items like cereals 
(x) pulses (1.32 per cent) and (xi) sugar (1.04 per providing sufficient calories. This is very much 
cent) (Table 15). For itemslike (a) salt and spice, reflected in the profile of their consumption 
(b) meat, fish and eggs and (c) clothing and basket. For instance, from Tables 15 and 16, it 
footwear, there was virtually no increase in con- can be seen that with increase in income, there 
sumer expenditure. A similar picture is obtained was a reallocation of budget shares: Share of total 
for other decile groups and also for the entire food in MPCTCE of the rural poorest deeile group 
population in the rural sector but with a differ- declined from 83.05 per cent to 79.93 per cent and 
ence: Cereal consumer expenditure declined for that of non-food increased from 16.95 per cent to 
all the decile groups except the poorest two. As 20.07 per cent between 1977-78 and 1988-89. 
regards the rural population as a whole, total Within the food group, there was a reallocation 
consumption increased by 5.99 per cent. The involving a decline in cereal shares and increases 
commodities which accounted for this increase in the shares of milk and milk products, edible 
are (i) fruits and vegetables (3.31 per cent) fol- oils and fruits, vegetables and nuts, and durables 
lowed by (ii) beverages and refreshments (2.07 and services. Among the non-food items, dura- 
per cent), (iii) edible oils (1.40 per cent) and (iv) btes and miscellaneous goods and services 
milk and milk products (1.25 per cent). increased their share. This feature is perceptible 
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for other poor dccilc groups also in both rural and 
urban sectors [ Tablcs 16 and 183. 

The estimates of changes in composition of 
consumption baskets should be taken as approx- 
imate since we have made price adjustments using 
only retail price indices. We have not 
price-adjusted the data for dual valuation of 
consumption which is likely to be serious for the 
cereals group in the rural sector in the 1970s with 
an increase in the market dependence of the poor. 
Therefore, we examine, to the extent data avail- 
ability permits, the actual changes in the con- 
sumption basket of the different poorer decile 
groups. This can be seen from Tables 19 and 20 
which provide estimates of quantities consumed 
for the decile groups concerned for rural and 
urban India, respectively, from the available 
published tables for the years 1961-62 and 
1987-88. It may be noted that even though 
1987-88 was a drought year, the poorest three 
decile groups in both rural and urban areas 
experienced an increase in real MPCTCE and 
physical cereal consumption. Therefore, the 
comparison at least for thcse three g~oups will still 
be useful and may not bc misleading. The tables 
cover food items which accounted for 80 per cent 
of the total food expenditure of the rural pop- 
ulation and 70 per cent, of the urban population 
in 1987-88. For the rural poorest decile group, for 
instance, the actual improvement was only in 
terms of larger consumption of wheat and items 
like milk, fruits and vegetables, and sugar. But 
total cereal consumption was still below the 
normative level. Both milk consumption at 0.46 
litres per capita per month and that of pulses at 
0.46 kg were below the ICMR norms5 of 3 litres 
per month formilk and0.5kgpermonth forpulses 
(Table 19). A similar picture holds good for the 
urban poorest decile group. For this group, actual 
improvement in consumption was in terms of 
larger consumption of rice, wheat, milk, eggs, 
fruits, vegetables and sugar. But, monthly Cer 
capita pulse consumption declined from 0.73 kg 
to 0.51 kg and so is the case with gur which 
declined form 0.17 kg to 0.08 kg. Available 
evidence [NSSO, 19891 does not show any 
improvement in calorie intake bctwcen 1972-73 

and 1983. The average pcr capita intake of calorie 
per diem of the rural Indian population was 2,266 
in 1972-73 and 2,221 in 1983. The corresponding 
estimates for urban India are2,107 in 1972-73and 
2,089 in 1983. The average intake of calorie, 
protein and fat per consumer unit per diem was 
found to be 2,781 calorie, 78 gms and 34 gms in 
rural India and 2,574 calorie, 70 gms and 46 gms 
in urban India in 1983. Thus the calorie intake in 
urban India was even lower than the minimum 
requiremcnt of 2,700 calories per diem per con- 
sumer unit and the levels of protein and fat 
consumption were higher than the minimum 
required level in both rural and urban areas 
[NSSO, 1989, p. 291. Table 21 provides decile 
groupwisc estimates of calorie, protein and fat 
intake pcr capita per diem in the year 1983 for 
rural and urban India. It can be seen that the calorie 
intakes of all the poorer decile groups were below 
the ICMR recommended daily intake of 2,150 
calories and the norms, 2,400 for rural India and 
2,100 for urban India, considered by the Task 
Force [Perspective Planning Division, 19791. The 
picture obtained in the discussions above is 
consistent with the explanation provided by 
Behraman, Deolalikar and Wolfe [I9881 that at 
low income levels when an effective nutrient 
constraint- below which no one can survive- is 
binding, calories are obtained largely from low 
cost sources. With increases in incomes, the 
additional incomes are used to buy food variety 
involving multiple sources to meet the calorie 
requirements. 

What are the policy implications ? The con- 
tinuing dominance of food in household budgets 
implies that food security should be the primary 
focus of policies concerned with the welfare of 
the poor. This gets all the more emphasised when 
we note that the actual increases in consumption 
of food items during the last forty years are 
marginal. The findings on changing composition 
of consumption baskets discussed above would 
imply that the poor's food choices in response to 
income increases are concerned more with com- 
modity characteristics than with their nutrition 
content. If so, then income growth per se will not 
solve the problem of malnutrition; instead 
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instruments that will also influence the com- 
modity composition of consumption of thc poor 
should be resorted to. In the context of the current 
debate on choice of the right sct of policy 
instruments for protecting thc poor during thc 
structural adjustment programmc, options like 
raising thc incomes of the poor by employment 
programmes or by means of food stamps are 
mentioned. If the economic rcform programmc 
which is concerned so much with cfficicncy in 
resource use, has as its aim increase i n  labour 
efficiency, then raising incomc by itself will not 
be enough. Poverty alleviation should not be 
treated as an end in itselr; it should also be treated 
as an instrument for improving efficiency, hcncc 
productivity and growth. Givcn the findings that 
the poor are much more responsive to prices 
[Surymarayana, 1995b1, the findings on food 
compositional changes in response to income 
increases discussed above would imply the need 
for suitable price policy measure and public 
intervention like thePDS so as to ensure adequate 
nutrition to the poor. 

3. CONCLUSION 

That measurement matters as much as concept 
and theory i s  well known. When it comes to the 
studieson poverty, beginning with Sen's seminal 
contribution, the concept of poverty has been 
improved substantially culminating in the Pa 
poverty measure which meets almost all the 
desirable theoretical requirements. However, 
when it comes to measurement, even a simple 
measure like the headcount ratio meets with great 
practical difficulties. The present paper has 
examined some of these issues and their conse- 
quences. 

With the fundamental questions about data 
base, price indices and weighting diagrams raised 
and answered by Minhas, Jain, Tendulkar and 
colleagues, subsiantial improvements have been 
made in estimating the headcount ratio. Still there 
seems to be some scope for improvement. Whilc 
estimating the necessary price indices, thcsc 
studies have not taken into .account the NSS 
mcthod of dala valuation and the implicaiions of 
a changing institutional structure for thc NSS 
estimalcs of consumption in value Lerms and 

hcnce the poverty estimates based on such data 
sets. As regards the theoretically satisfactory, 
distributionally sensitive poverty measures, some 
atlempts have been made to estimate them but not 
by appropriately price-adjusting for dual valua- 
lion of NSS dataand the differential distributional 
impact of inflation. Ideally such studies should 
account not only for the dual valuation of NSS 
data and the differential disuibutional impacts of 
inflation but also for the differential consumer 
responses to and substitution effects of changes 
in relative prices. Given the constraints on data 
availability to develop a satisfactory method to 
account for all these problems, the present paper 
has attempted to examine the underlying changes 
by a direct examination of the consumption pro- 
file of the poorer decile groups in rural and urban 
India. The study hasexamined thechanges in total 
consumer expcnditures of the poorer decile 
groups using Laspeyres fractile group specific 
deflators. To this extent the attempt is not com- 
plete in that it does not account for the substitution 
effects of price changes. Instead, the study has 
examined the changes in cereal consumption, 
both size and composition, in physical terms and 
changes in consumption patterns at constant 
prices. 

The results of the present exercise show that real 
incomes of the poorer sections decreased till 
1967-68 and recovered thereafter. There was 
virtually no improvement in the economic status 
of the poor till mid-seventies. Real consumption 
improved only from 1977-78. Yet cereal con- 
sumption by all the decile groups remained either 
stagnant or declined till 1989-90 in both the rural 
and urban sectors. This was not due to any drastic 
change in consumption patterns in favour of 
non-cereal items. What seem to have happened is 
that even the cereal consumption basket under- 
went a compositional change in favour of superior 
cereals like riceand wheat largely due toa decline 
in coarse cereal availability. This, coupled with 
increasing landlessness and casualisation of rural 
labour markct, must havc increased their market 
depcndencc and adversely affectcd that part of 
thcir consumption through market purchases and 
hcnce total ccrcal consumption in therliral sector. 
The extent of decline is relatively less in the urban 
sector, perhaps due to regular availability of 
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foodgrains through the PDS which was relatively 
urban oriented till recently. The increases in the 
consumption of the non-cereal food items areonly 
marginal in both the sectors. With improvement 
in entitlement, the poor have gone in for quality 
and variety in their consumption basket dictated 
by choice and availability. In the process, their 
dependence only on low cost sources to meet the 
subsistence calorie requirements has got shifted 
to multiple sources. Therefore, a mere decline in 
cereal quantity consumed cannot be taken to 
indicate worsening poverty. Instead, such a 
behaviour on the part of the poor calls for poverty 
alleviation policies which would also enlighten 
and influence the poor's consumption choices 
from a nutrition point of view. Such a strategy for 
poverty alleviation, by promoting nutritional 
intake, health and hence, labour efficiency, will 
align well with the economic policy reforms for 
economic efficiency, productivity and growth. 

N O W  

1. In this paper, the term 'level of livhg' is used in a narrow 
sense covering the privateconsumption as defined by the NSS. 
It does nol include State provided social services which are 
also important; but for want of time series and distributional 
data they are not considered in this paper. 

2. The Expert Group Report, in a footnote to the text on 
page 33, states that the Fisher's urban cost of living to capture 
inter-slate price differentials with respect to all-India urban 
for 1%0-61 are taken fmm Minhas, B.S., L.R. Jain, S.M. 
Kansal and M.R. Saluja [1988]. This study contains no such 
estimates but only urban cost of living indices for different 
stales and all-India for the years 1972-73. 1973-74.1977-78 
and 1983. And in the Table AIV. 10 on page 77. the Reporr 
cites Minhas, Kansal& Jain as the source without mentioning 
the study and year. And a foolnote on page 67 cites Minhas. 
B.S. Kansal and L.R. Jain [1989] as the source. 

3. In a personal communication to the author, N. Krishnaji 
pointsout that supply side facton aremore imponant. He gives 
an example: 'In Guntur district, following cerlain irrigation 
programmes, inferior cereal production has gradually disap- 
peared ... this has happened in many other formerly dry areas 
(when the poor normally ccnsume inferior cereals); also that 
traditionally then is no across-the-district-border trade in 
inferior cereals. In Guntur, nobody eats Jowar or Ragi any 
more simply because it is not available (and rice is available 
at  a price lower than what inferior cereals, if imported, will 
cost - and in  any case, who will import and sell in the 
villager?)'. 

4. As per the NSSO (1976) Report No 238 the calorie and 
p ~ c i n  content per kg. of different cereals are as follows: 

Cereals Unit Noof Protein 
calories per unit 
va unit (in Em. 0.0) 

Rice and its products Kg. 3,400 75.0 
Wheat and its ~oducts  Kg. 3,460 118.0 
Jowar and its woducts Ke. 3.490 104.0 
Bajra and its boducts ~ g .  31032 97.4 
Maize and its ~roducts Ke. 3.420 111.0 
Ragi and its p;oducts ~ g .  3280 73.0 
Barley and its products Kg. 3,360 115.0 
Small millets and its prod- Kg. 2,615 97.2 
ucts 
Gram and its products Kg. 3,600 171.0 

5. These ICMR recommended norms are taken from Gupta 
[I9871 cited in Techno Economic Research Institute [1992)]. 

ABBREVIATIONS 

NSSO 
NSS 
CSO 
CPIAL 

CPlIW 
CPINM 

MPCTCE 

ICMR 
PDS 
ILO 
ARTEP 

National Sample Survey Organisation 
National Sample Survey 
Central Statistical Organisation 
Consumer Price Index for Agricultural 
Labourers 
Consumer Price Index for Industrial Worken 
Consumer Price Index of Non-Manual 
Employees 
Monthly Per Capita Total Consumer Expen- 
diture 
Indian Council of Medical Research 
Public Distribution System 
International Labour Organisation 
Asian Regional Team for Employment Pro- 
motion 
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TABLE 1. ESTIMATES OF POVERTY BY D I F I : F R ~ ! ~  MET~IOUS: ALL ~ N D I A  

Planning Commission 

All India Rural All India Urban Ail India Combined . 
-- 

Year Percentage Number Percentage Number Percentage Number 
(million) (million) (million) 

1972-73 54.10 244.22 41.20 47.33 51.50 291.55 
1977-78 .51.20 253.10 38.20 53.70 48.30 306.80 
1983-84 40.40 221.50 28.10 49.50 37.40 271.10 
1987-88 33.40 195.97 20.10 41.70 29.90 237.67 

Minhas, Jain and Tendulkar (1991) 

Tendulkar, Sundaram and Jain (1993) 

Expert Group (1993) 

1973.74 56.44 261.29 49.23 60.31 54.93 321.60 
1977-78 53.07 264.25 47.40 67.74 51.8 1 33 1.99 
1983 45.61 251.72 42.15 75.29 44.76 327.0 1 
1987-88 39.06 229.40 40.12 83.35 39.34 312.75 

Source: (1) Minhas el al., [l99l]. 
(2) Perspective Planning Division (1 993 1. 
(3) Tendulkar el 01.. [1993]. 
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TABLE 2. ESTIMATES OFMEASURES OFPREVALENCE. DEPTH AND SEVERITY OFPOVERTY 

All-India Rural All-India Urban 
-- - 

Year Headcount Poverty Sen P, Headcount Poverty Sen p2 
Ratio Gap Index Measure Ratio Gap Index Measure 

Index Index 

1970-71 57.33 
1972-73 57.21 
1973-74 56.17 
1977-78 54.47 
1983 49.02 
1986-87 45.21 
1987-88 44.88 
1988-89 42.23 
Decrease 26.34 
(per cent) in 
1988-89 over  
1970-71 

Source: Estimates of diffcrent poverty measures are from Tendulkar el al. [1993]. 

TABLE 3. ESTIMATES OP PER CAPITA TOTAL CONSUMER EXPE~~~DITURE BY SELECT DECILE GROW ALL INDIA RURAL 

(Rs per  month at current prices) 

Decile 
G r o u ~  0-10 1020 20-30 30-40 40-50 0-100 

TARI.E 4. ESTIMATES OF PER CAPITA T O A L  CONSUMER EXPI;NIII'TURE RY SELECT DBCILE GROIIPS: ALL INDIA URBAN 

(Rs per  month at current prices) 

Decile Group 0-10 1 @20 20-30 3040 4050 0-1M) 
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TABLE 5. ESTIMATES OFPER CAPITA TOTAL CONSUMER EXPENDITURE BY 

UNIFORM DEFLATION WITH CPIAI,: ALLINDIA RURAL 

(Rs per month at 1960-61 prices) 

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100 

TABLE 6. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY 

UNIFORM DEFLATION WITH CPIAL: ALL INDIA URBAN 

( R s  per month at 1960-61 prices) 

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100 
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'rABLE 7. ESI'IMATES OF PER CAPITA TOTAL CONSUMER ,EXPENDITURE BY DECII.E GROUP 
SPECIFIC DEFLATION: ALLINDIA RURAL 

(Rs per month at 1961 -62 prices) 

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100 

TABLE 8. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY DECILE GROUP 
S~eanc DEFLATION: ALLINDIA URBAN 

(Rs per month at 1961-62 prices) 

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100 

TABLE9. ESTIMATES OF PER CAPITATOTAL CONSUMER EXPEIC'DITURE BY DECILE GROUP 
SPECIFIC DEFLATION: ALL LVDIA RURAL 

(Rs per mon~h at 1970-71 prices) ' 

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100 

1 970-7 1 13.81 18.61 21.89 25.60 29.34 35.31 
1972-73 13.30 18.56 22.01 25.26 29.13 36.31 
1973 -74 14.15 19.48 22.84 25.62 29.04 35.78 
1977-78 13.96 19.65 23.63 25.91 29.80 39.12 
1983 15.30 21.03 24.99 27.58 32.06 39.61 
1986-87 16.87 22.82 25.92 29.79 33.40 41.03 
1987-88 17.66 23.14 26.94 29.73 32.73 41.15 
1988-89 18.23 23.83 27.22 . 30.35 33.57 4 1.98 
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TARLE 10. ESTIMATES OP PER CAPITA 'I~X'AL CONSIJMEK RXI'BNDIIUKE I1Y Diic~~ti  GROW 
Swclnc DB~%ATION: ALL I N D I A  UKILW 

(Ks ocr month at 1970-7 1 prices) 
-- - - 

Decile Group 0-10 1 0-20 20-30 30-40 40-50 0-100 

TABLE 1 1 .  MONTHLY PER CNITA TOTAL CEREAL CONSLTMPTION (KG.) BY SELECT DECLE GKOLIPS: ALL-INDIA RURAL 

NSS Round NSS Survev Period 0-10 10-20 20-30 30-40 40-50 0-100 

4 April-Sept. 1952 8.7 1 12.5 1 13.68 15.58 16.75 17.27 
5 Dec. 1952-March 1953 9.72 12.28 14.30 17.05 18.3 1 18.06 

4 & 5 April 1952-March 1953 928 12.39 14.14 16.25 17.85 17.64 
7 Oct. 1953-March 1954 11.10 13.84 14.06 14.74 16.07 16.88 
8 July 1954-March 1955 10.37 12.79 14.25 17.21 16.80 16.81 
9 May-Nov. 1955 11.37 13.19 15.64 17.40 16.95 17.78 

8 & 9 July 1954-Nov. 1955 10.50 12.80 15.2 1 16.72 16.97 17.15 
12 March-Aug. 1957 8.42 1 1.50 12.76 14.44 15.57 16.15 
13 Sept. 1957-May 1958 9.25 12.61 14.29 14.67 15.73 16.65 
14 July 1958-June 1959 9.08 12.58 13.77 15.39 16.94 17.33 
15 July 1959-June 1960 10.18 12.62 14.28 15.22 16.89 17.38 
16 July 196C-Aug. 1961 10.22 12.91 15.01 16.74 17.13 17.51 
17 Sept. 1961-July 1962 1 1.42 13.3 1 14.88 15.(d 15.83 17.55 
18 Feb. 1963-Jan. 1964 11.18 14.13 13.83 16.25 16.53 17.54 
19 July 1964-June 1965 9.54 12.15 14.09 15.07 16.33 16.66 
27 Oct. 1972-Scpt 1973 9.08 12.03 13.32 14.35 15.15 15.46 
28 Oct. 1973-June 1974 9.50 12.22 13.30 14.08 15.09 15.21 
32 July 1977-June 1978 9.72 12.46 13.68 14.27 15.20 15.40 
38 January-December 1983 10.35 12.45 13.38 13.94 14.78 14.90 
42 July 1986-June 1987 9.96 12.08 12.90 13,68 14.16 14.40 
43 July 1987-June 1988 10.78 12.63 13.46 13.95 14.41 14.54 
44 July 1988-June 1989 10.97 12.70 13.46 13.98 14.41 14.62 
45 July 1989-June 1990 10.95 12.35 13.28 13.30 13.98 14.05 

Source: Estimates up to the 13th round and for the 18th round are from Bhattacharya el a/. [I9911 and for the remaining rounds are 
made by h e  Author. 

TABLE 12. MONIHLY PER CAPITA TOTAL CEREAL CONSIM~ON (KO.) BY SELECF DECILE GROWS: ALL-INDIA URBAN 

NSS Round NSS Survey Period 0-10 1020 20-30 30-40 40-50 

14 July 1958-June 1959 9.84 1 1.40 12.16 12.45 13.30 
15 July 1959-June 1960 9.30 10.88 11.19 1 1.69 12.58 
16 July 1960-August 1961 9.77 10.70 11.35 11.93 12.84 
17 Sept 1961-July 1962 9.12 11.27 11.69 12.38 12.85 
19 July 1964- June 1965 8.42 10.5 1 11.13 11.93 12.19 
27 Oct. 1972-Sep~ 1973 8.75 10.52 11.23 11.46 11.84 
28 Oct. 1973-June 1974 8.87 10.53 10.93 1 1.42 11.68 
32 July 1977-June 1978 ' 8.86 10.86 1 1.40 11.8 1 11.07 
38 Jan. Dec. 1983 9.19 10.46 10.98 11.34 11.49 
42 July 1986-June 1987 9.15 10.4 8 10.74 10.83 11.48 
43 July 1987-June 1988 9.75 10.87 11.15 11.37 11.46 
44 July 19118-June 1989 9.67 10.62 11.04 1 1.26 1 1.43 
45 July 1989-June. 1990 10.03 10.79 11.13 1 1.54 1 1.43 

Source: Auhor's estimalcs bared on various NSS reports. 
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TABLE 13: MONU IIIY 1'l:R CAPITA CONSUMITION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALLINDIARURAL 

Decile Group 0-10 10-20 20-30 
- - -. - - - 

NSS Survey Period Rice Wheat Coarse Rice Wheat Coarse Rice Wheat Coarse 
Round Cereals Cereals Cereals 

8 July 1954-March 1955 2.59 0.21 7.57 4.13 0.48 8.18 5.90 0.35 8.00 
9 May-h'ov. 1955 2.65 0.43 8.29 3.55 0.91 8.73 5.06 0.99 9.59 
13 Sept. 1957-May 1958 3.04 0.38 5.83 4.32 0.80 7.49 5.66 1.11 7.52 
14 July 1958-June 1959 3.72 0.35 5.01 4.82 0.93 6.82 5.58 1.03 7.15 
15 July 1959-June 1960 4.16 0.55 5.47 5.48 0.67 6.48 5.91 1.61 6.77 
16 July1960-August1961 4.15 0.69 5.39 5.56 0.85 6.49 6.49 1.45 7.07 
17 Sept. 1961-July 1962 4.73 0.84 5.85 5.89 1.25 6.17 7.40 1.51 5.97 
18 Feb. 1963-Jan. 1964 4.14 0.88 6.17 5.48 1.45 7.20 6.13 1.88 6.81 
19 July 1964-Junc-1965 4.33 0.92 4.29 6.00 1.26 4.89 6.81 1.69 5.59 
27 Oct. 1972-Sept. 1973 3.79 1.42 3.88 5.06 2.25 4.72 5.74 2.59 4.99 
28 Oct. 1973-Junc 1974 4.12 1.12 4.27 5.37 1.93 4.92 5.91 2.45 4.94 
32 July 1977-Junc 1978 3.72 1.57 4.44 5.46 2.43 4.58 6.28 2.98 4.42 
38 Jan. -1)ec. 1983 3.23 2.84 4.28 4.58 3.59 4.28 5.57 3.81 4.00 
42 July 1986-June 1987 4.29 2.85 2.82 5.61 3.73 2.74 6.25 3.97 2.69 
43 July 1987-June 1988 4.58 3.13 3.07 5.96 3.84 2.83 6.68 4.15 2.63 
44 July 1988-June 1989 4.95 2.60 3.42 5.91 3.30 3.48 6.55 3.58 3.33 
45 July 1989-June 1990 5.27 3.20 2.49 6.44 3.30 2.61 7.08 4.16 2.04 

Source: Estimates up to the 13th round and for h e  18th round are from Bhattacharya el al. [I9911 and for the remaining 
rounds are made by the Author. 

TABLE 13: MONTHLY I'ER CAPITA CONSUMPTION (KG) OF CEREALS UY SELECT DECILE GROUPS: ALLINDIA RURAL (CONTD.) 

Decile Group 30-40 40-50 0-100 

NSS Survey Period Rice Wheat Coarse Rice Wheat Coarse Rice Wheat Coarse 
Round Cereals Cereals Cereals 

July 1954-March 1955 
May-Nov. 1955 
Sept. 1957-May 1958 
July 1958-June 1959 
July 1959June 1960 
July 1960-August 1961 
Sept.1961 -July 1962 
Feb. 1963-Jan. 1964 
July 1 %4-June-1965 
Oct. 1972-Sept. 1973 
Oct. 1973-June 1974 
July 1977-June 1978 
Jan. -Dec. 1983 . 
July 1986June 1987 
July 1987-June 1988 
July 1988June 1989 
July 1989-June 1990 

Source: Estimates up to the 13th mund and for he 18th round are fmm Bha~tacharya el of. [I9911 and for the remaining 
rounds are made by the Auhor. 
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TABLE 14. MONTHLY PER CAPITA CONSUMPTION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALLINDIA URBAN 

- - - - -  - 

Decile Group 0-10 10-20 20-30 

NSS Survey Period Rice Wheat Coarse Rice Wheat Coarse Rce  Wheat Coarse 
Round Cereals Cereals Cereals 

14 July 1958-June 1959 2..72 2.01 5.11 3.88 3.51 4.01 5.07 3.05 4.04 

I5 July 1959-June 1960 3.09 2.70 3.50 4.12 2.98 3.78 4.37 3.10 3.72 

17 Sept. 1961-July 1962 

19 July 1964 - June 1965 

27 Oct. 1972-Sept. 1973 

28 Oct. 1973-June 1974 

32 July 1977-June 1978 

38 Jan. -Dec. 1983 

42 July 1986-June 1987 

43 July 1987-June 1988 

44 July 1988-June 1989 

45 July 1989-June 1990 

Source: Author's estimates based on various NSS repolis. 

TABLE 14. MONTHLY PER CAPITA CONSUMPTION (KG) OFCEREALS BY SELECT DECILE GROWS: ALLINDIA URBAN 

Decile Group 30-40 40-50 0-100 

NSS Survey Period Rice Wheat Coarse Rice Wheat Coarse. Rice Wheat Coarse 
Round Cereals Cereals Cereals 

- - 

14 July 1958-June 1959 5.36 3.01 4.09 5.83 3.21 4.26 5.55 3.83 3.27 

15 July 1959-June 1960 4.79 3.20 3.70 5.84 3.64 3.10 5.58 3.95 2.74 

16 July 1960-August 1961 5.51 3.74 2.68 6.29 4.09 2.47 5.95 4.25 2.33 

17 Sept. 1961 -July 1962 5.92 3.71 2.75 6.41 3.97 2.47 6.16 4.11 2.23 

19 July 1964 -June 1965 5.66 4.05 2.22 5.81 4.44 1.94 5.61 4.43 1.74 

27 Oct. 1972-Sept. 1973 5.02 4.56 1.88 5.16 5.01 1.67 4.94 4.82 1.56 

28 Oct. 1973-June 1974 5.59 4.20 1.63 5.63 4.37 1.68 5.38 4.32 1.67 

32 July1977-June1978 5.61 4.72 1.48 5.80 4.89 1.38 5.48 4.87 1.37 

38 Jan. -DeL 1983 5.38 4.62 1.34 5.48 4.71 1.30 5.32 4.82 1.25 

42 July 1986-June 1987 5.34 4.58 0.91 5.59 5.00 0.89 5.33 4.83 0.88 

43 July 1987-June 1988 5.49 4.84 1.05 5.58 4.85 1.03 5.35 4.98 0.92 

44 July 1988-June 1989 5.47 4.78 1.01 5.76 4.68 0.09 5.35 4.81 1.11 

45 July 1989-Junc 1990 6.00 4.80 0.74 5.91 4.79 0.73 5.45 4.84 0.80 

Str~rcc: Atr~hor's  csli~natcs hascd on various NSS reports. 
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UNEVEN GROWTH OF GOVERNMENT EXPENDITURE IN INDIA: 
AN ANALYSIS OF THE TRENDS BETWEEN 1974-75 AND 1990-91 

M. Govinda Rao, Tapas K. Sen and Madanmohan Ghosh 

Government expenditures in India during the period under study (1975-91) in per capita terms 
show three distinct phases of growth -fluctuations around a rising trend (1975-82),fiscal expansion 
(1982-87) and fiscal restraint (1987-91). Growth rates of expenditures during the first and the third 
phases were nearly the same but much lower than that of the second. During the entire period, in 
particular afier 1980-81, expenditure growth was higher than that of revenue receipts. Within total 
expenditure, revenue expenditure grew at rates higher lhan that of capital expendilure; per capita 
capital expenditure grew very little in the earlier part of the period under study. In the subsequent 
phases, it stagnated and declined in real terms. 

Growth of revenue expenditure wasparticularlysharp in the case of interestpayments, subsidies, 
wages and salaries while those on maintenance of capital assets lagged behind. Interest payments 
have risen at all levels of governments, both due to increasing indebtedness and rising average 
effective rate of interest on government loans. The rise in wages and salaries (due to both increase 
in employment and rising per emptoyee salaries) and subsidies could perhaps be attributed to effective 
lobbying by concerned interest groups. 

. Considering the functional classification, expenditure on social services have risen fast, but due 
to the rising unit cost of supply (mainly rising wages and salaries), actual provision of these services 
may not have improved much. Economic services have suffered due to reduced capital expenditure 
which constituted more than 60 per cent of total expenditure on these services in 1974-75, but only 
about 33 per cent in 1990-91. 

A notable feature of the growth of government expenditure in India has been the relatively high 
growth of expenditure on heads which could be related to interest group activities. The analysis 
throws up possibilities of interest group influence on government expenditure determination, even 
during period of low overall growth. 

INDIAN DEVELOPMENT POLICY AND 
PUBLIC EXPENDITURES 

In India, as is well known, the commanding role 
of the State in allocative decisions was the direcr 
consequence of the State dominated heavy 
industry based import substituting development 
strategy. In such a framcwork the government had 
to play the roles of a catalyst as well as a direct 
participant in economic activity. The public 
expenditure policy, in particular, has had to play 
a crucial role in this policy of State accumulation. 

The economic crisis in 1990 which was trig- 
gered off by fiscal imbalances led to a reconsid- 
eration of the role of the Stateand brought public 
expenditure poiicy into sharper focus. Fiscal 
imbalances in India, which had assumed serious 
proportions by the mid-eighties, had two impor- 
tant facets. First, the outpacing of  he rate of 
growlh of revcnuc rcccipts - capital reccipts arc 
by and large borrowings - by the expenditure 

growth, considerably reduced the resources 
available for public investment in the economy. 
The increasing use of borrowed funds to meet 
current expenditures rendered the latter self- 
propelling. Second, the increasing diversion of 
household savings to meet public consumption 
requirements not only resulted in the expansion 
of public dcbt to unsustainable levels, but also 
reduced thc resources available for private 
investrncnt [Chelliah, 19921. In addition to the 
usual allocative distortions arising from the 
crowding out of private sector investments, the 
poor performances of public sector enterprises 
caused further decline in productivity i n  the 
Indian economy. These fiscal developmcnts have 
had adverse macro-economic repercussions as 
well. A portion of the excess demand generated 
by  the expansionary fiscal policy spilled over into 
higher imports and consequently, aggravated the  
balance of payments problem. Thc dcficit in the 

M. Govinda Rao is Senior Fellow, National Institute of Public Financz and Policy, New Delhi. Me is at present on a 
contractual position as Research Fellow in the Australia- South Asia Research Centre, Research School of Pacific and Asian 
Studies, Australian National University, Canberra, Australia. Tapas K. Sen and Madannlohan Ghosh arc Fdlow and Research 
Associate, respectively, at the Nationalhstitute of Public Finance and Policy, New Delhi. 
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current account of the balance of payment was a 
mere 1.2 per cent of Gross Domestic Product 
(GDP) in 1980-81 but rose to 2.5 per cent in 
1989-90. At the same time, inadequate public 
investment outlay created severe infrastructural 
bottlenecks. All these combined together to create 
a stagflationary situation [Mundle and Rao, 
19921. 

In stabilising the economy and in making 
structural adjustments, the compression of 
unproductive public expenditures and cost- 
effective provision of public services plays a 
critical role. However, unless properly planned 
and executed, the expenditure compression could, 
bear down more heavily not on unproductive 
expenditures but on more socially productive 
administrative, social and economic infrastruc- 
ture outlays. Therefore, an analysis of govern- 
ment expenditure trends is necessary to achieve 
planned reduction in unproductive expenditures. 

In this study, we analyse the broad trends in 
government expenditure in India over the period 
1974-75 to 1990-91 and speculate on the role of 
various economic factors in dctermining these 
trends. This is only a descriptive analysis and no 
rigorous attempt is made to quantify the effect of 
these factors on the level, growth and composition 
of government expenditures or their impact on 
allocative efficiency and equity. Even a descrip- 
tive analysis such as the present one helps us to 
understand the reasons for the fiscal crisis which 
in turn culminated in the macro-economic and 
balance of paymcnci difficuJties of 1990-91. 

Data and Methodology 

The budget documents and the Finance 
Accounts of Central and State Governments 
published by the Comptroller and Auditor Gen- 
eral of India are the basic data sources for any 
study on government expenditure trends. 
However, a number of adjustments must be made 
in order to ensure inter-temporal comparability of 
data sets and to eliminate inter-departmental 
transfers. Fortunately, the Union Ministry of 
Finance makes the necessary adjustments in the 
data in its annual publication, Indian Economic 
Statistics - Public Finance (renamed as Public 
Finance Sta~isrics). Co~nparable data from this 

source are available only from the year 1974-75 
to 1990-91. We have based our analysis of 
aggregate government expenditure mainly on this 
source of data. However, in order to assess the 
economic impact of government expenditures as 
also to identify the sources of government 
expenditure growth, we have supplemented this 
analysis with the analysis of expenditure data 
classified into economic and functional catego- 
ries, taken from the Central Statistical Organi- 
sation (CSO). 

There are, however, some differences between 
the CSO data and the budgetary data which must 
be noted. The important differences are (i) CSO 
data do not include interest payments and (ii) the 
subsidy figures according to economic classifi- 
cation (CSO) include losses from departmentally 
run commercial activities like irrigation projects, 
which are shown after deductingrevenuereceipts 
from the sale of water, whereas in the budgetary 
data, gross expenditures under the items are 
shown. Also, the general, social and economic 
service categories in the functional classification 
do not strictly correspond to the budgetary clas- 
sification. For example, water supply in the 
budgetary classification is put under social and 
community services whereas according to the 
CSO's classification this i s  put under economic 
services. 

Two important adjustments required to be made 
in the cross-section, time series data on govem- 
ment expenditures are for differences in scale and 
changes in priccs. To take care of the fact that a 
growing population may in itself cause some 
growth in public expcnditures, we have, by and 
large, analysed the dam in per capita terms. For 
this purpose, we have adjusted the mid-year 
population estimates of the Registrar General to 
correspond to financial years by making pro-rata 
adjustments. To account for the price changes, we 
have deflated government expenditure in current 
prices with the wholesale price index.' 

We have plotted per capita expenditure at 
constant prices to idcntify discontinuities in the 
trends and the various phases of expenditure 
growth. The plot shows three differcnt phases of 
expenditurc growth with discontinuities in 
1981-82 and 1986-87. Having thus identified the 
sub-pcriods, growlh rates have been estimated 
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employing the kinked exponential regressions Theanalysisofgovernmentexpendituregrowth 
suggested by Boyce [Boyce, 19861. Three brings out two important factors. AS revenue 
dummy variables have been used to separate the expenditures grew faster than  venue receipts, 
two kinks (K, = 1981-82 and K, = 1986-87). The governmental dis-savings increased considerably 
equation is over time and consequently, a significant part of 

the household savings had to be diverted to meet 

log Y, = alD, t a2D2 + a3D3 + public consumption needs [Bagchi and Nayak, 

@,Dl + bzD2 + b3D3)t + u, 
1990; India, 19891. By 1990-91, revenue deficits 

( )  formed almost 3.5 per cent of GDP. Second, the 
rate of expenditure growth was substantially 

taking the for the period* 1974-75 to higher than the growlh of non-tu revenues sig- 
1980-81 and zero otherwise, D2 taking the value nifying the increasing volume of implicit subsi- 
1 for the period, 1981-82 to 1986-87 and zero dies in the provision of public services. The 
otherwise and D3 taking the value 1 for the period difference between cost of providing social and 
1986-87 to 1990-91 and zero otherwise. Dis- economic services and cost recoveries as a pro- 
continuity is eliminated by imposing linear portion of GDP increased from 8.8 per cent in 
restrictions at the points of discontinuity, K, and 1977-78 to 15 per cent in 1987-88; the cost 
K, such that recovery rates during this period declined from 

55 per cent to 41 per cent in the case of economic 
a, t b,K, = a, t b,K, and services and from 6.2 per cent to 3.6 per cent in 
a, t bzKz = a3 + b3KP the case of social services [Mundle and Rao, 
From these, the estimating equation is derived as 19911. 
log Y, = a, t (b, - b2)K,D2 During the period 1974-75 to 1990-91, aggre- 

+ [(b, - MK, + (b2 - b3)KJ D3 
gate government expenditure at current prices 

+ b1 t +(b, - bl)D2t + (b3 - bl)D3t increased at the rate of 16.3 per cent per year and 
( )  the growth at constant prices was 8.2 per cent and 

in per capita terms at constant prices about 6 per 
TRENDS IN AGGREGATE GOVERNMENT cent. These numbers broadly reflect an approxi- 

EXPENDITURE IN INDIA mate average inflation rate of about 8 per cent and 
a population growth of 2.2 per cent per annum. 

During our reference period of one and a half The trends in per capita expenditure in current 
decade, aggregate government expenditure in and constant prices shown in Figures 1 and 2 bring 
India showed a substantial increase. The per out an interesting feature. Clearly, the plot of 
capita expenditure at constant (1981;82) prices nominal expenditures (Figure 1) shows a s~nooth 
increased by over 2.7 times from Rs 366 in upward dope and this prima facie, confirms the 
1974-75 to Rs 975 in 1990-9 1 (Table 1). At a rate hypothesis that the govemlnents by and l q e  
of about 6 per cent per year, the growth of per follow 'i~cremental' budgeting, wilh the outlay 
capita government expenditure in India at con- in the succeeding years higher by some constant 
stant prices exceeded the growth of per capita percentage Over the previous year in 

terms. This does not, however, ensure that ade- 
GDP as the Of revenue quate provision in real terms is made. The plot of 7he per ODP during this period increased per capila expenditure at conslant prices (Figure 
at about 2'5 per cent per yesr which was 2) shows noticeable discontinuities, particularly 
lower than that percapilaexpenditure by about in 198 1-82 and 1986-87. Prima facie, Figure 1 
3.5 percentage points. Similarly 9 both tax rev& also indicates the absence of political budget 
nues (4.9 per cent) and non-tax revenues (2.9 per cycles. 
cent) in Per capita terms imreased at rates much The analysis of government expcnditure trends 
lower than thatof government expenditure (Table in per capita terms (at 1981-82 prices) and as a 
2). proportion of GDP bring out three distinct phases 
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(Figure 2). During the first phase (1974-75 to 
1981 -82), per capita expenditure had somc dcgrce 
of year-to-year fluctuations though on the aver- 
age, it grew at 4.7 per cent per year. The 
expenditure-GDP ratio increased from 18.9 pcr 
cent in 1974-75 to 24.5 pcr cent in 1981-82. In 
the second phase (1981-82 to 1986-87), the 
growth rate was steady and accelerated signifi- 
cantly to average 7.6 per cent per year and the 
expenditure-GDP ratio during these five years 
increased as much as by six  percentage points 
from 24.5 per cent to 30.5 per cent. However, this 
tempo could not be maintained and in the third 

phase (1986-87 to 1990-91), the growth rate 
dcclincd to broadly equal the growth rates seen in 
the first phasc, at below 5 pcr cent per year. As a 
ratio of GDP, govcrnmcnt expenditure actually 
fcll during the last phase to 28.6 per cent in 
1990-9 1. 

The three phases of expenditure growth noted 
above can be explained by the state of lhe econ- 
omy and, particularly, by the stringency of 
resource constraint. The political uncertainties in 
the latter half of the 1970s and the steep increase 
in oil priccs in 1979-80 rcsultcd in the per capita 

I%R CAPITA GOVERNMENT E X P B N D I ~  (IN CUKRENT PRICES) 
(Data for Figure 1) 

Year 
Revenue 

Expenditure 

159.24 
187.16 
213.21 
224.90 
255.44 
293.31 
334.35 
385.29 
453.17 
520.03 
616.07 
715.06 
830.53 
945.17 

Capital Total 
Expenditure Expenditure 

68.38 227.62 
87.9 1 275.07 
93.73 306.94 
94.49 319.39 
111.49 3~35.93 
121.65 4 14.96 
160.53 494.88 
166.30 551.59 
174.89 628.05 
199.30 7 19.33 
238.39 854.46 
252.33 967.39 
306.59 1,137.12 
289.44 1234.61 

PER CAIWA GOVERNMENT EXPENDITURE (N 1980-81 PRICES) 
(Data for Figure 2) 

Year 
Revenue 

Expenditure 
Capital 

Expenditure 
Total 

Expenditure 
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PlCIUR E 2. PER CN>ITA GOVERN MI':^ EXI'ENI)I?'URI! IN INDIA (IN 1981-82 PRICES) 

Uppcr curves Total Expendi~ure; Middle curves Revenue Expenditure; Lower curves Capital Expenditure. 
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net national product (NNP) in real terms 
increasing at just 1.5 per cent per year on the 
average during 1974-75 to 1981-82 and the 
annual growth of per capita (constant prices) 
revenue receipts during this period was only 3 per 
cent (Table 2). The slow and fluctuating growth 
of the receipts could not sustain very high growth 
of expenditures. Yet, as the fiscal deficit during 
the period averaged just about 5.6 per cent of 
GDP, the overallconstraint wasnot very stringent 
and expenditures grew faster than the revenues. 
At the same time, the political uncertainties and 
the oil shock contributed to fluctuations in the 
expenditure trend. This period witnessed the 
imposition of emergency (1975-76), emergence 
of non-Congress party rule (1977-79) and return 
of Congress party into power (1980). 

The second phase (1981-82 to 1986-87) was 
marked by a significant acceleration in the rate of 
growth of expenditures. This must be attributed 
mainly to theeconomy shifting to a higher growth 
path. During the period, the per capita real NNP 
grew at 2.2 per cent per year on an average, while 
the government revenues increased at consider- 
ably higher rates (6 per cent). The reform of the 
tax system2 and the replacement of physical 
restrictions on imports with tariffs mainly con- 
tributed to revenue buoyancy. Given the rela- 
tively stable political environment and buoyant 
revenues in the second phase, the growth of 
Government expenditures showed a significant 
acceleration. This was further fuelled by the 
emergence of significant revenue deficits since 
1982-83 and their feedback in terms of increased 
interest payments. This phase can be easily 
characterised as the period of fiscal expansion. 

However, witli the hardening of the budget 
constraint from 1986-87, the tempo of expendi- 
ture growth could not be sustained due to two 
important factors. First, buoyant revenue 
expenditures had to be increasingly financed out 
of borrowed resources; but governmental bor- 
rowing beyond a certain level could not be sus- 
tained without causing a high rate of inflation. It 
may be noted that increase in the net liabilities of 
the government reached the highest level of 12 
pcrzcent of GDP in 1986-87, and in this year the 
Rcscrve Bank of India's net credit to govemment 
was also the highest, close to 5 per cent of GDP 

[Dandekar, 19921. Second, increases in the 
emoluments of govemment employees, conse- 
quent to the implementation of the recom- 
mendations of the Fourth Pay Commission at the 
Centre in 1987-88 and in many of the States in 
subsequent years, significantly enhanced relative 
cost of providing public ~ervices.~ In addition, the 
unprecedented drought of 1987-88 not only 
necessitated diversion of resources to relief 
expenditures, but also decelerated the growth of 
per capita revenues at constant prices to just 5 per 
cent per year after 1986-87. With increasing 
proportion of revenue expenditures being 
financed from borrowed funds and with the limits 
on aggregate government borrowing set by 
judgements about acceptable rate of inflation, the 
overall expenditure level had to be contained. 
Thus, in the third phase, the share of expenditure 
in GDP actually showed a marginal decline. This 
period can, therefore, be characterised as the 
period of fiscal restraint. 

Interestingly, a major part of the increase in 
government expenditure share in GDP (almost 
three percentage points) in the early 1980s was 
due to the phenomenal expansion in reve ue ? expenditures (Table 2). While the per capita 
capital expenditure (at 198 1-82 prices) grew at 
broadly'uniform rates during the latter half of the 
1970s and the first half of the 1980s at a littleover 
4 per cent, the growth rate of per cagita revenue 
expenditures accelerated by almost four per- 
centage points to record a growth rate of 8.9 per 
cent per year during the period 1981-82 to 
1986-87 (Table 2). However, the compression 
that followed in the next phase came about more 
by compressing capital expenditures and per 
capita capital expenditures actually showed a 
decline (-1.8 per cent). At the same time, per, 
capita revenue expenditure continued to increase 
at a relatively high rate of 6.4 per cent per year 
during this period. In absolute terms, per capita 
capital expenditure declined from Rs 231 in 
1986-87 to Rs 198 i n  1990-91 (Table 1) while per 
capita revenueexpenditureincreased from Rs 626 
to Rs 777. As a proportion of GDP, capital 
expenditures declined from 8.2 percent to 5.8 per 
cent during the above period. Consequently, 
capital expenditures which constituted about 
one-third of total expenditurein 1980-8 1 declined 
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to just about 20 pcr cent by 1990-91. The reason for this trend has been a shift in the 
increased resource availability during the composition of outstarlding debt in favour of more 
expansionary phase accelerated the growth of costly ones. For example, quite a good proportion 
mainly the revenue expenditure, but during the of the indebtedness in recent years has been on 
period of fiscal restraint, the cutback was mainly account of small savings schemes (14 per cent of 
in capital expenditure, relegating it to a residual total borrowings in 1990) which, besides 
category. involving high tax expenditures, involved high 

These findings are reinforced when we consider interest liability. 
the CSO data on economic-cum-functional clas- An important source of government expendi- 
sification of government expenditure (Table 4). ture growth was the significant increase in the 
The shares of all the three items of capital emoluments of government employees. In per 
expenditure, namely, gross fixed capital forma- capita tcrms, at constant prices, this item 
tion, financial outlay and capital transfers and increased from Rs 92 in 1974-75 to Rs 207 in 
loansshowed substantial decline. The decline was 1989-90 (Table 4), registering an average annual 
particularly marked as the resource constraint growlh ratc of 5.3 per cent. This item of expen- 
hardened since 1986-87. The share of currcnt diture maintained it$ share of about 26per cent in 
expenditures, howevcr, increased from 60 per total expcnditurcs. 
cent in 1974-75 to 74 per cent in 1989-90. Thc analysis of compcnsation to employees 

The largest increase in the share of revenue clearly bringsoul the effectiveness of a dominant 
expenditures over the period came about on coalition in thc Indian polity, namely, govern- 
account of increase in interest payments. Thc ment employees, in influencing the level and 
expenditure on interest payments as a proportion growth of government expenditures. The central 
ofGDPincreased from 1.6 per cent in 1974-75 to and state government employees formed just 
4.7 percent in 1990-91 and as a proportion of total about 1.2 per cent of population in 1989-90, but 
expenditure, it increased from 8.5 per cent to 16.4 the share of wages and salaries received by them 
per cent (Table 3). The increase in interest pay- constituted6.3 per cent of GDP. According to the 
ment was particularly marked in the eighties as, Economic Survey 1991-92, per capita emolu- 
in per capita terms at constant prices, it registered mcnLs of public sector employees in 1989-90 
a growth rate of over 13 per cent per year amounted to Rs 43,665'at current prices which 
throughout the decade. This was due to increases was over 10 times the per capita income of the 
in both the volume of indebtedness of the gov- country (Rs 4,252). In 1974-75, these figures 
ernment and in the aggregate effective rate of stood at Rs 7,402 and Rs 1.034 respectively, the 
interest on government borrowings. Table 5 first being a little more than 7 times of the other. 
shows that the outstanding debt of the Centre and These figures not only show the relative level of 
States together (excluding inter-governmental avcragc wages and salaries in the public sector, 
borrowings) as a proportion of the GDP rose but also the faster relative growth of the same. It 
almost continuously from 37 per cent in 1974-75 must benoled that emoluments do not include the 
to about 66 per cent in 1990-9 1, i t  may be noted in-kind incomes given by way of perquisites like 
that the proportion of external debt actually fell subsidiscd housing and wdnsport, subsidised 
over the 16-year period from almost 9 per cent to loans for house building and for the purchase of 
about 6 per cent of GDP, and the rise in other durable assets, free telephones (to the eli- 
indebtedness is entirely attributable to the rise in giblc) and subsidised education and medical 
internal debt and 'Other Liabilities' of the gov- facilities? 
ernment. Thus, the government employees by their 

Table 6 shows that the average effective rate of ability to organise have not only been able to 
interest on govemment borrowing in India has exercise oligopolistic power to claim a dispro- 
risen substantially from 4.3 per cent in 1974-75 portionate share of community output but also 
to 7.2 per cent in  1990-91. In particular, the rise enhance their share over the years, Another 
has been continuoussince 1980-81. An important indication of the strength of the govemment 
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employees is seen in the sustained growth of 
wages and salaries eve,n during the period of fiscal 
resuaint. The compensation to employees in per 
capita terms (at constant prices) increased at the 
average annual rate of 8.3 per cent during the 
period of fiscal expansion when aggregate per 
capita expenditures increased by 7.8 per cent per 
annum (Table 7) and even during the period of 
fiscal restraint, compensation to employees 
increased by 6.4 per cent when the aggregate 
expenditures increased by only 3.4 per cent per 
annum. 

(ii) The pattern of expenditure growth over time 
reveals that when the resources position was 
relatively more comfortable, the revenue expen- 
diture registered sharp increases. However, when 
the budget constraint hardened, capital 
expenditures, particularly those on economic 
services, received a cut-back. These trends 
probably reflect the political economic aspects of 
government expenditure determination; expen- 
ditures of current nature give a better pay-off in 
terms of votes to the incumbent party as compared 
to capital expenditures with their long gestation 
periods, and therefore, get priority. 

The steep rise in wages and salaries was not the EXPENDITURE TRENDS BY ECONOMIC AND 
only source of high growth of current expenditure FUNC~ONAL CATEGORIES 

even during the period of fiscal restraint. Per Administrurive services 
capita expenditure on subsidies increased at an 
averageannual rate of 10.4 per cent and per capita Per capita expenditure on administrative ser- 
transfer payments increased at 9 per cent per year. vices (at constant prices) after being virtually 
The increase in subsidies was mainly under food, stagnant during the period 1974-75 to 1981-82, 
fertiliserand irrigation heads which, itis believed, increased at a phenomenal rate of 10.3 per cent 
accrue largely to the rich farmers [ ~ ~ d h ~ ~ ,  during the period of fiscal expansion (1981-82 to 

19841. 1986-87). However, the growth rate decelerated 
thereafter to 3.9 per cent. Such a trend is seen in 

To sum up? the major the aggregative the case of individual items of expenditures as 
analysis are: well (Tables 8 and 9). 

An interesting point to be noted relates to the 
(i) Government expenditure in India over the last vends observed with regard to expenditures on 
decade and a half grew at a phenomenal rate, defence and on the law and order enforcement 
faster than both GDP and government revenues. machinery. While the growth of revenue expen- 
With low and declining level of cost recoveries, ditures under defence has been relatively small 
the subsidiesgrew at a rate faster than government for the whole reference period (2.6 per cent per 
expenditures. The benefit of the large and grow- annum), capital expenditures have shot up in the 

eighties. Revenue expenditures on police, which 
ing subsidies have accrued to more is primarily a State subject, have grown fastern 
affluent people and to more developed regions revenue expenditures on adrninismtive services. 
[Mundle and Rao, 1991; Rao and Mundle, 19921. The difference is particularly noticeable during 
Thus, there is prima facie evidence that the the last period. Surprisingly, a detailed exarni- 
beneficiary groups have been successful in nation of the data relating to the law and order 
seeking increases in outlays on 'quasi-public' machinery (not reported here) shows that while 
goods and transfers beneficial to them, At the per capita expenditures On police rose somewhat, 
same time, as the financing of these expenditures those on jailsand justice- the other arm of the law 

and order machinery- rose very little; this must 
has beon done not through better cost ~ ~ o v e r i e s  have resu,ted in an increasing backlag of pending 
but by increasing resort to fiscal deficits, it is also cases in the and conditions in 
clear that these groups have been able to dispcrse jails. E~~~ rise in the expenditures on police 
the burden of financing to the common man and cannot be said to be too high as Bxdhan implies, 
unenfranchised sections (future generations) when compared with the overall growth in gov- 
through fiscal illusion, ernment expenditure [Bardhan, 1992, Pp. 32-56]. 
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Social and Community Services than to the increased supply of these services. It 
is also seen that the growth rate of per capita 

Expenditure on social services formed 6.4 per capital expenditures during the conlractionary 
cent of GDP and about 22 per cent of iota1 periodwasncgativcforsocialscrvices(Table 10). 
expenditures in 1990-91 (Table 3). As these Irrcspective of the optimal combination of reve- 
services are employment-intensive, wage cost nue and capital expcnditurcs in the provision of 
predominated and almost 94 per cent of the these services, the opposite trends in thcse two 
expenditure on these items was of current nature. types of expenditures during the contractionary 
The important items under this functional cate- phase strongly indicates increasing imbalance in 
gory were (i) education, art and culture, and the input-mix, which must have caused a deteri- 
scientific services (54 per cent), (ii) medical and oration in the quality of the services provided. 
public health, and family welfare (26 per cent), The significant acceleration in the growth of per 
and iii) social security and welfare (12 per cent). capita expenditure during the expansionary 
The share of other items like housing and urban phase, however, was mainly due to the high 
development (4 per cent), relief from natural growth rates recorded in the case of two items- 
calamities (2 per cent) and labour and employ- education and family welfare (Table 10). The 
ment (3 per cent) were financially not very growth rates in respcct of other major items under 
important. social and community services did not rise during 

As was seen in the case of aggregate expendi- this period, and in the case of social security and 
tures, the growth of expenditure on social and welfare, the growth rate actually showed a sig- 
community servicesshowed anoticeableincrease nificantdecline. Similarly,a fall in thegrowth rate 
during the expansionary phase (1981-82 to was recorded during the third period in respect of 
1986-87) and thereafter, declined significantly each of the items under social services, except 
(Table 10). Asa percentage of GDP, after a steady education, and the decline was particularly severe 
increase from 4.2 per cent in 1974-75 to 6.9 per in capital expenditures. Expenditures on educa- 
cent in 1987-88, expenditure on these services tion, however, continued to accelerate even dur- 
stabilised at around 6.5 per cent during the next ing the contractionary period. It may be noted in 
three years (Table 1 1). passing that in spite of this, government 

The significant rise in government expenditure expenditure on education (excluding art, culture 
on social and community services during the and scicntific services) as a proportion of GDP 
expansionaryperiodoccurredinboth revenueand was just about 3.3 per cent which is well below 
capital expenditures. Also, as a proportion of the level of public spending on the item in 
GDP, both revenue and capital expenditure under devcloping countries taken together (4.1 per 
each of the major items showed some increases. cent), as reported in the Statistical Year Book. 
However, notably, even as the proportion of 1989 of UNESCO. 
capital expenditure was small, the capital Spending on medical and public health, family 
expenditure was compressed further during the welfare, housing and urban development reflects 
period of fiscal restraint. Perhaps, the government social1 y productive forms of expenditure. Yet, the 
found iteasy tocut outlayson school and hospital level of expenditure on these services was only 
buildings, but not salaries of bureaucrats, teachers 1.7 per cent of GDP in 1990-9 1. In fact, the  
and medical personnel. In fact, revenue expen- reasonably high growth seen in the f i s t  two 
diture on social services continued to increase at periods did help to spread the benefits of health 
a relatively high rate (4.8 per cent) even during and family welfare facilities to ruralareas through 
the contractionary phase (Table 10). The growth the expanded network of rural public health 
rate of per capita expenditure on wages and centres, but, with the resource constraint hard- 
salaries during this period was even higher at 6.4 ening during the third phase, there was a signif- 
per cent (Table 12). Thus, much of the increase icant decline in the growth rates of expenditures 
in expenditures must be attributed to increase in on these items. 
the relative cost of providing these services rather Expenditure on 'social security and welfare' 
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mainly consists of various pensions and reliefs to 
vulnerable sections like the old, the widows and 
the destitutes. The high growth rates of expen- 
diture on this item seen in the first two periods 
has to be viewed against the low levels of 
expenditure on these items in 1974-75, which as 
a share of GDP was just about 0.4 per cent. Even 
so, the governments found i t  easy to decelerate 
the growth of expenditures on these items during 
the period 1986-87 to 1990-91, when the resource 
constraint hardened. Expenditure on other social 
services includes spcnding on Scheduled Castes, 
Scheduled Tribes and other backward classes and 
on natural calamity relief. Although Scheduled 
Castes and Scheduled Tribcs formed 24 per cent 
of total population, examination of the detailed 
data (not reported) shows that direct expenditures 
incurred on them formed just about 1.5 per cent 
of the total. 

To sum up: 

(i) The growth rate of expenditure in social 
services accelerated significantly during 
the expansionary phase, but declined 
thereaf1cr.Thi.s is attributable mainly to the 
trends in capital expenditure. On the con- 
trary, revenue expenditure, overwhelm- 
ingly wages and salaries, accelerated in the 
expansionary phase and continued to grow 
at a high rateeven during the contractionary 
period. 

(ii) Among the functional categories, expen- 
ditures on education and family welfare 
grew at an accelerated pace during the 
period of fiscal expansion. During the 
conlraclionary period, however, growth of 
cxpenditurc on all the items under social 
services, exccpt education, decelerated 
significantly. It must also be noted that 
increase in thc emoluments of ihe teachers 
was one of ~ h c  major reasons for the high 
growth rate of education expenditure 
recorded throughout the 1980s. 

(iii) The significant deceleration in the growth 
of expenditure on medical and public 
hcalth, family wclfare, housing and urban 
development during the period of fiscal 

restraint, even when wage rates escalated, 
indicates possible decline in the supply of 
these socially productive services. 

(iv) It is also seen that direct spending on the 
welfareof Scheduled Castesand Scheduled 
Tribes was just about 1.5 per cent of total 
expenditures though they formed about 24 
per cent of population. Similarly, less than 
3 per cent of total expenditure was incurred 
on social security, aimed at the poor and 
vulnerable sections. This shows that how- 
soever socially deserving the expenditures 
may be, and howsoever encompassing the 
beneficiary groups are, when the groups are 
not cohesively organised, the allocation 
will bc disproportionately small, just 
enough to maintain political stability. 

Economic Services 

Expenditure on economic services formed 
about one third of total expenditure and this share 
remained more or less stable over the last one and 
a half decades. As a proportion of GDP, the 
expenditure on economic services increased 
appreciably in the second half of the seventies, 
stabilised in the first half of the eighties and 
declined thereafter. The expenditure-GDP ratio 
increased from 5.8 per cent in 1974-75 to 9.6 per 
cent in 1981-82 and to 9.8 per cent in 1986-87. It 
subsequently declined to 8.7 per cent in 1990-91 
(Table 13). We have also noted earlier that the 
decline in the share in 1986-87 was mainly due 
to cut-backs in capital expenditure which, in per 
capita terms (at 1981-82 prices), declined from 
Rs 1 18 in 1986-87 toRs98 in 1990-91 (Table 14). 

The trend in expenditure on economic services 
differed markedly from the trends in other cate- 
gories in one important respect; the growth rate 
of expenditure on economic services showed a 
continuous decline throughout the period, Thus, 
even during the expansionary phase, growth rate 
of expenditure on economic services showed a 
decline (from 6.8 per cent to 5.5 per cent) as 

' compared to the previous period (Table 15). 
The decline in the rateof growthof expenditures 

on economic services has to be  attributed to the 
deceleration in the growth of capital expenditure 
which formed a third of total expenditure. Con- 
sequently, the share of capital expenditure in 
economic services declined from 56 per cent in 
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1974-75 to only 33 per cent in 1990-91. Even 
during the expansionary phase (1981-82 to 
1986-87), per capita capital expenditure on the 
economic services at 1981 -82 prices increased at 
only 2.9 per cent per year, and the growth rate was 
as low as (-)3.9 per cent in agriculture and allied 
activities and 1.3 per cent in power and irrigation 
(Table 15). During the period of fiscal restraint, 
the growth rate of per capita capital expenditure 
declined further to (-)4.4 per cent. Among the 
individual items, except power, irrigation and 
flood control, per capita capital expenditure on all 
other items showed negative growth rates. Thus, 
the share of capital expenditure in total expen- 
diture in respect of every major item of.econom ic 
services was significantly lower in 1990-91 than 
in 1981-82. 

Even as per capita total expenditures on eco- 
nomic services showed a decelerating trend in the 
successive periods, curiously, revenue 
expenditure continued togrow at a very high rate. 
In fact, during the contractionary period, the 
growth rate of revenue expenditure on economic 
services actually showed (Table 15) a marginal 
increase to 7.8 per cent over the previous period 
(7.5 per cent). A disaggregated analysis (not 
reported) shows that this is attributable mainly to 
the growth of expenditure on rural poverty allc- 
viation schemes. 

The above analysis of the trends in expenditures 
on economic services brings out the following: 

a. The growth rate of per capita expenditure on 
eeonomic services has shown a continuous 
decline over the successive periods. The 
growth rate, even during the expansionary 
phase was lower than in the previous periods. 

b. The analysis of government expenditures in 
terms of economic and functional categories 
reveals that major sources of high growth of 
current expenditures on economic services 
were subsidies and other transfers. The share 
of these items in total expenditure on eco- 
nomic services showed a continuous increase 
since 1974-75. The annual growth rate of per 
capita expenditure on subsidies at constant 
prices averaged over 10 per cent forthe period 
as a whole and in every sub-period, the 
growth rate was more than 9.5 per cent (Table 
15). 

c. The expenditure on subsidies and on rural 
poverty alleviation programmes under agri- 
cultural and allied activities also witnessed 
high growth rates evcn during the period of 
fiscal restraint. This is partly explained by the 
fast expansion of poverty alleviation pro- 
grammes. The Integrated Rural Development 
Programme (IRDP), started in 1978-79 was 
confined to 300 blocks until 1980, but was 
expanded to cover the entire country there- 
after. Similarly, substantial increases in the 
allocation were made for National Rural 
Employment Programme (NREP) and Rural 
Landless Employment Guarantee Pro- 
gramme (RLEGP) during the Sixth 
(1980-85) and the Seventh (1985-90) Plan 
periods. What is however important to note 
is that, even with the high growth of alloca- 
tion to this sector, spending on direct rural 
poverty alleviation programmes in 1990-91 
formed only about 3 per cent of total expen- 
ditures although the proportion of people 
below the poverty line formed about 33 per 
cent of rural population according to official 
estimates; other estimates of rural poverty 
including those by the Expert Group 
appointed by the Planning Commission are 
higher. 

d. 1h spite of the hardening resource constraint 
during the third phase, the growth rate of per 
capita expenditure on wages and salaries 
accelerated to 6.7 per cent from 5.8 per cent 
in the previous period (Table 17). In contrast, 
the growth rate of expenditure on net gov- 
ernment maintenance decelerated in every 
successive period and after 1986-87, the per 
capita expenditure on the item increased at 
the rate of just about 2 per cent per year. This 
again indicates the ability of the unions of 
government employees in securing an 
expanding share of public expenditures. 

e. The compression of expenditure in the con- 
tractionary phase was confined to the capital 
expenditure. The compression has been 
particularly severe in industriesand minerals, 
agriculture, and even an infrasuuctural sector 
like transport and communications. What is 
even more worrisome, per capita capital 
expenditure on agriculture and allied activi- 
ties showed a continuous decline throughout 
the period. Although disinvestments in 
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ccrtain aclivilics would n o t  call for dcspair, 
declining invcstlncnt in ccrtain activities likc 
agriculture, transport and communications 
may, in the long run, have adverse effects on 
both economic growth, and rural employ- 
ment and poverty. 

CONCLUDING HEM AUKS 

The analysis of govcrnmcnt expenditure trends 
since the mid-scvcnties strongly suggests influ- 
ence of intcrcst groups on expcnditure policies. 
The sharp increases in expenditures on 
quasi-public goods, subsidies and transfer pay- 
menIs indica'tcthc influence of beneficiary groups 
in securing higher outlays on such goods and 
services to crowd out expenditures on public 
goods having greater externalities. This is evi- 
denced by the increasing share of current 
expenditures and, particularly, those on wages 
and salaries, food, fertiliser and irrigation subsi- 
dies and sharp reduction in the share of capital 
expenditures. This, along with the independent 
evidence of low and declining cost recoveries 
provided by earlier studies, shows that while 
outlays benefiting the dominant groups have 
shown sharp increases over time, the burdcn of 
financing these expenditures has been increas- 
ingly shifted to the people at large. A limit on the 
expansion of expenditure on quasi-public goods 
and on financing of such expenditures through 
budget deficits, however, is set by the probable 
inflation resulting from the deficits. Political 
gains from keeping interest groups happy are 
attractive as long a s  political costs of the resultant 
inflation are smaller; the point of equality of these 
opposite effects defines a political equilibrium. 

The influence of interest group activity on 
expenditure determination comes out even more 
sharply when we consider the nature of resource 
constraint in different phases of expenditure 
growth. The easing of resource constraint in the 
first half of the eighties led to  a phase of fiscal 
expansion. During this period, both current and 
capital expenditures grew, but the increase in the 
former was particularly sharp, with wages and 
salaries, interest payments, subsidies and trans- 
fers mainly contributing to the incrcasc. How- 
ever, with resource consiraint hardening from 
1986-87, dccclcration in cxpenditurc growth 

came about mainly through cutting down 
cxpcntliturcs on capital formation, particularly in 
thc inliasuuctural sectors and those on maint-  
nance of capital assets. The fact that currcnt 
expenditures (specifically those benefiting thc 
major coalitions) continued to show sharp 
increases even when resource constraints hard- 
ened, essentially by displacing socially produc- 
tive expcnditurc on infrastructure, shows thc 
importance of these coalitions in influencing 
expcnditure decisions. 

Another notable finding of the study is that the 
expcnditure on social services, particularly on 
educationand health, hasshown veryhigh growth 
rates throughout the eighties. The growth rates of 
expenditures on these items were high even 
during the period of fiscal restraints. It is, how- 
ever, doubtful whether the sharp increases in the 
expenditures have enhanced the standards of 
these social services. For, the larger part of the 
increase in expenditures was due to climbing unit 
costs arising from increases in the salary levels of 
employees, teachers and the health staff. Thus, 
interest group activities have resulted in not only 
dislortcd cxpcnditure priorities but also changes 
in the unit costs of providing public services in 
unintcndcd ways. 

The strong influence of interest group activity 
on public expenditure decisions points towards 
the inevitability of a fiscal crisis. When the 
dominant coalitions continue to exert pressure to 
enhance expenditures on items beneficial to them 
even when resources do not register the required 
growth, fiscal imbalance becomes inevitable. As 
increases in outlays on quasi-public goods had 
been achieved mainly by crowding out capital 
expenditures (particularly in the latter half of the 
eighties), infrastructural bottlenecks also devel- 
oped which contributed to the stagflationary sit- 
uation in no small measure. 

The analysis also points towards the difficulty 
in achieving fiscal equilibrium in the short and 
medium term context. So long as the interest 
groups succeed in securing a large and increasing 
share of expenditures on categories dispropor- 
tionally beneficial to them, not only does the 
compression of fiscal deficit become difficult but 
even the quality of fiscal dcficit is worse. The 
proportion of rcvcnuc dcficits in fiscal deficits 
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Year Government Expenditure as a Percentage of Per Capita Expenditure at Constant (198 1-82) Share of Capital 
GllP Prices (Ks) Expenditure in Total 

- . . - - - . . .- -. . . - .. - . - -- - (Yo) 
Revenue Canilal 'Ihtal Revenue Canita! 'l'obl 

-. . . . -. - 

Sources: 1. Indian Economic Sfalislicsl Public Finance Slalislics, Ministry of Finance, Government of India. 2. Central Statistical 
Organisation, Ministry o f  I'lanning, Government of India. 3. Kcgistrar General, Government of India. 
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(per cent per year) 

Period Total Expenditure Per Capita Expenditure Per Capita Revenue Receipts 
(Current Prices) (1981 -82 Prices) (1 981 -82 Prices) 

- 

Revenue Capital Total Revenue Capital Total Tax Non-tax Total 
Expen- Expen- Expen- Expen- Expen- Expen- Revenue Revenue Revenue 
diture diture diture dimre diture diture 

Note: Growth rates are estimated by employing the kinked exponential regression model [Boyce. 19861. 
* Significantly different from the previous period growth rates. 

TABLE 3. GOVERNMENT EXPENDITURE BY F U N ~ I O N A L  CATEGORIES: LEVEL AND COMPOSITION 

Interest Administrative Social and Com- Economic Net Loans and Total 
Payments as  Services as munity Services Services as Advances as Expenditure 

percenlage of percentage of as percentage of percentage of percentage of as percentage of 
-- 

GDP Total GDP Total GDP Total GDP Total GDP Total GDP Total 
expen- expen- expen- expen- expen- expen - 
diture diture diturc diture diture diture 

1. Revenue Expenditure 

2. Capital Expenditure 

3. Total Expenditure 
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Per Capita Expenditure Expenditures as Expenditures as percentages 
at 1981 -82 Prices (Rs) percentages of GDP of Total Expenditure 

74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90 

1. Consumption Expenditure 

a. Compensation 
to Employees 91.7 

b. Net Government 
Maintenance 49.6 

Total - 1 141.2 

2. Transfer Payments 

a. Subsidies 
b. Transfer to 

Local Bodies 
c. Other Transfer 

Payments 
Total - 2 

3. Total Current 
Expenditure (1 t 2 )  

4. Gross Fixed Capital 
Formation 

5. Financial Outlay 
6. Capital Transfers 

and Loans 
7. Total Capital 

Expenditure 
(4+5+6) 
8. Total Expenditure 

(3+7) 

Note: Total expenditure excludes interest payments. 

TABLE 5. OUTSTANDING DERTOP CENTRAL AND STATE GOVERNMENTS (AS PERCENTAGES OPGDB) 

A. Centre 32.5 43.9 49.0 59.1 59.3 
1. htemal Debt 16.9 21.3 25.3 29.3 29.0 
2. External Debt 8.8 8.7 7.2 6.2 5.9 
3. Other Liabilities, of which 6.9 13.9 16.5 23.5 24.3 

a. Small Savings 4.4 6.0 7.4 9.2 9.4 
b. Provident Fund 1.8 2.1 1.8 2.1 2.2 

R. States# 4.7 5.2 5.8 6.4 6.5 
C. Total 37.2 49.1 54.9 65.4 65.7 

# Excludes Imns from the Central Govemmcnt. 
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- 
Years Intercsl Payment Amount of Debt Outstanding at Effective Rate of Interest 

(Rs Crore) end-March (Rs Crore) (Per cent) 
(1) (2) (3) (4) 

h e r  cent Der amuml 

1974-75 1981-82 1986-87 1974-75 
to to to  to 

1981-82 3986-87 1989-90 1989 -W 
(1) (2) (3 (4) (5) 

1. Consumption Expenditure 

a. Compensation t o  Employees 
b. Nel Government Maintcnance 
Total 

2. Transfers 

a. Subsidies 
b. Transfer to Local Bodies 
c. Other Transfers 
Total Transfers 

3. Total Current (1t2)  
4. Gross Fixed Capital Formation 
5 Financial Outlay 
6. Total Capital Transfers and Advances 

a. Local Bodies 
b. Other* 
Total 

7. Total Capital Expenditure (4+5+6) 
8. Total Bxpcnditure (3+7) 
9. Per capita GDP (at 1980-81 
Prices) 

Note: Growth rates have bcen estimated by using the kinked exponential regression model. See Boyce (1986). *Significantly 
different from the previous pcriod. 
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'rAI31.E 8. GROWTH OFPEH CAPITA EXPENDITLlRE ON ADMINISTRATIVE SlXVICES (1981-82 PRICES) 

(per cent per year) 

1. Defence - Revenue 0.9 7.7* -5.3* 2.6 
- Capital 0.4 20.5* 25.4* 12.6 

Total 0.8 9.5* 0.2* 4.2 

2 .  Othcr Administrative Scwiccs ol' which 

- Kevcnue 2.5 9.4* 8.7 6.4 
- Capital 18.6 36.6* -17.6* 18.1 
- Total 2.6 10.6* 6.8* 6.6 

(i) Police - Revenue 3.0 7.6* 6.7 5.5 

3.Total Administrative Services 

- Kevcnue 1.6 8.9* 2.8* 4.8 
- Capital 0.5 25.0* 11.8* 12.1 

'I'otal 1.5 10.3* 4.0* 5.5 

Description 1974-75 1981-82 1986-87 1990-9 1 
- ... .. . -. . - -- - - -- -- -- - 

Revenue Capital Total Revenue Capital Total Revenue Capital Total Revenue Capital Total 

I. As Percentage of GDP 

a. Dcfence 2.6 0.3 2.9 2.6 0.3 2.9 
h. Police 0.8 n 0.8 0.9 n 0.9 
c. Others 1.7 n 1.7 1.9 n 1.9 
d. Total -5.1 0.3 5.4 5.4 0.3 5.7 

lI. Per Capita at 1981 -82 Prices (Rs) 

a.Defenee 50.8 5.6 56.4 58.8 7.3 66.1 
b. Police 14.8 n 14.8 19.4 - 19.4 
c. Others 33.6 0.5 34.1 42.9 - 42.8 
d. Total ' 99.2 6.1 105.3 121.3 7.3 128.3 
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'TABLE 10. GROWTH OF PER CAPITA EXPENDITURE (198142 PRICES) ON SOCIAL SERVICES 
(per cent per year) 

1974-75 to 1981-82 to 1986-87 to 1974-75 to 
1981-82 1986-87 1990-91 1990-91 

1. Revenue Expenditure 
a. Education, 
b. Medical and Public Health 
c. Family Welfare 
d. Housing and Urban develop men^ 
e. Social Security and Welfare 
f. Total Social Services 

2. Capital Expenditure 
a. Education 
b. Medical and Public Health 
c. Family Welfare 
d. Housing and Urban Development 
e. Social Security and Welfare 
f. Total Social Services 

3. Total Expenditures 
a. Education 
b. Medical and Public Health 
c. Family Welfare 
d. Housing and Urban Development 
e. Social Security and Welfare 
f. Total Social Services 

Note: Growth rates have been estimated by using the kinked exponential model. 
* denotes that growth rates are significantly different from the previous period. 

TABLE J 1. SHARE OF EXPENDITURE ON SOCIAL SERVICES OF THE CENTRE, STATES AND UNION TERRITORIES IN GROSS 
DOMESTIC PRODUCT (ODP) 

(per cent) 

1 .  Revenue Expendi~ure 

a. Education. An, Culture and Scientific Services 
b. Medical and Public Health and Family Welfare 
c. Housing and Urban Development 
d. Social Security and Welfare 
e. Others 
Total Social and Community Services 

2 .  Capital Expenditure 

a. Education, An, Culture and Scientific Services 
b. Medical, Public Health and Family Welfare 
c. Housing and Urban Development 
d. Others 
Total Social and Community Services 

3. Total (Revenue plus Capital Expenditure) 

a. Education. Art. Culture and Scientific Services 2.36 2.76 3.55 3.52 
b. Medical and Public Health and Family Welfare 0.94 1.32 1.62 1.41 
c. Housing and Urban Ileveiopment 0.17 0.27 0.33 0.29 
d. Social Security and Welfare 0.37 0.61 0.78 0.73 
e. Others 0.33 0.47 0.65 0.50 
Total Social and Community Services 4.16 5.42 6.92 6.44 
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TABLE 12. GROW'I '~~ OF PER CAPITA EXPENDITURES (AT 1981-82 PRICES) ON WAGES AND SALAUIES IN SOCIAL SERVICES 

(per cent per year) 

1 .Education 
2.llealth 
3.Social Security and WelTare 
4.tIousing and Community Sewices 
5.Cultural Services 
6.Total Social Services 

Note: Growth rates have been estimated using the kinked exponential regression model. 
Source: Central Statisdcal Organisation, Ministry of Planning, Government of India. 

TABLE 13. SHAREOFEXPENDITURE ON ECONOMIC SERVICES IN GDP 
(per cent) 

1. Revenue Expenditure 

a. Direct Subsidies 
b. Agriculture and Allied Services 
c. Industry and Minerals 
d. Power, Irrigation and Flood Control 
e. Transport and Communication 
f. Others 
Total Economic Services 

2 .  Capilal Expenditure 

a. Agriculture and AUied Services 
b. Industry and Minerals 
c. Power, Inigation and Flood Control 
d. Transport and communicarion 
e, Others 
Total Economic Services 

3. Total (Revenue plus Capilal Expenditure) 

a. Direct Subsidies 
b. Agriculture and Allied Services 
C. Industry and Minerals 
d. Power, Irrigation and Flood Control 
e. Transport and Communication 
d. Others 
Total Economic S e ~ c e s  
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TABLE 14. PER CAPRA EXPENDITUHE ON ECONOMIC SERVICES 
(at 198 1-82 Prices Rs) 

1974-75 1981-82 1986-87 1990-91 

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

1. Revenue Expenditure 

a. Subsidies 
b. Agriculture and Allied Services 
c. Industzy and Minerals 
d. Power, Irrigation and 1:lood Control 
e. Transport and Communication 
f. Others 
Total Economic Sew ices 

2. Capital Expenditure 

a. Agriculture and Allied Services 
b. lndus~ry and Minerals 
c. Power, Irrigation and Flood Control 
d. Transport and Communication 
e. Others 
Total Economic Services 

3. Total (Revenue plus Capital Expenditure) 

a. Subsidies 
b. Agriculture and Allied Services 
c. lnduslry and Minerals 
d. Power, lrrigation and Flood Control 
e. Transport and Communication 
d. Others 
Total Economic Services 

Source: 1. Indian Economic Statistics. Ministry of Finance, Government of India. 2. Office of the Registrar General, Government of 
h d  ia. 

TARI.E IS. GROW11 I OF PER CAPITA EXPENDITURES ON ECONOMIC SEKVICES(1981-82PRICES) 
(per cent per year) 

1974-75 to 1981-82 lo 1986-87 t o  1974-75 to  
1981-82 1986-87 1990-91 1990-91 

1. Revenue Expendi~urc 

a. Subsidies 
b. Agriculture and Allied Services 
C. Industry and Minerals 
d. Power, lrrigation and Flood Control 
e. Trans rt and Communications 
t Tola1 Eonomic Services 

2. Capital Expenditure 

a. Subsidies 
b. Agriculture and Allied Services 
C. Industry and Minerals 
d. Power, lrrigation and Flood Convol 
e. Transport and Communication 
Toml Economic Services 

3. Total Expenditures 

a. Subsidies 
b. Agriculture and Allied Services 
C. Industry and Minerals 
d. Power, Irrigation w d  I:lood Convol 
e. Trans rt and Communication 
f. Total gonomic Services 

N~lc :  Grow~h rates have heen estimated by employing a kinked exporxntial rcgrcssion model. *Significantly different from the 
previous period. 
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TABLE 16. EXPENDITURE ON ECONOMIC SERVICES 

Per Capita Expenditure Percentage of Percentage of Total 
(in 1981-82 rupees) Expenditure to GDP Economic Services 

74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 
Compensation to 11.6 16.1 21.9 27.2 0.6 0.7 0.8 0.8 7.4 7.5 7.1 7.8 
Employees 
Net Government 6.9 13.4 16.8 18.0 0.4 0.6 0.6 0.6 4.4 6.2 5.5 5.2 
Maintenance 
Subsidy 19.5 44.2 83.4 120.2 1.0 2.0 3 .0 ,  3.7 12.5 20.6 27.1 34.4 
Other Transfers 4.7 9.7 18.0 25.2 0.2 0.4 0.6 0.8 3.0 4.5 5.9 7.2 
CurrentExpenditureTotal 42.6 83.4 139.9 190.6 2.2 3.7 5.0 5.8 27.3 38.8 45.5 54.6 
GmssCapital Formation 27.1 23.1 28.4 27.7 1.4 1.0 1.0 0.8 17.4 10.7 9.2 7.9 
Financial Outlay 25.5 35.0 44.8 35.8 1.3 1.6 1.6 1.1 16.4 16.3 14.6 10.2 
Capital Transfers and Net 60.6 73.4 94.2 95.3 3.1 3.3 3.4 2.9 38.9 34.2 30.6 27.3 
Advance. 

Note: The figures in this table do not strictly correspond to those in Table 13 and 14 as the data sources are different. 

'FABI-E 17. GROWTH OF PER CAPITA EXPENDITURE ON ECONOMIC SERVICES (1981-82 PRICES) 

(uer cent Der vear) 

Expenditure Category 

1. Current Expenditures 

1.1 Compensation to Employees 
1.2 Net Government Maintenance 
1.3 Subsidy 
1.4 Other Transfers 
Total Current Expenditure 

2. Capital Expenditures 

2.1 Gross Capital Formation 
2.2 Financial Outlay 
2.3 Capital Transfers 
Total Capital Expenditure 

Total Economic Services** 

Note: Growh rates have been estimated by employing a kinked exponential regression model. 
"e growth rate is significantly different from h e  previous period. 
** The growth rates do not correspond to those given in Table 15 as the data sources are different. 



NON-PARAMETRIC APPROACH TO STUDYING 
WAGNER'S LAW FOR THE INDIAN ECONOMY 

Mala Lalvani 

The Wagnerian hypothesis asserting that the development of a nation is accompanied by rising 
government expenditure has been variously interpreted and tested by economists the wodd over. In 
the present paper we make use of the non-parametric approach ofMubiple Rank F test when checking 
the direction of causation in the different versions of the Wagnerian hypothesis which have evolved 
due to an imprecise statement of the hypothesis in its original form. On the basis of our present 
exercise there emerges a near unanimous conclusion that direction of causation runs from income 
to expenditure thus vindicating the Wagnerian proposition in the Indian context. 

1 .  Introduction way of considering the variables in real terms. At 
the second level, this paper looks at the different 

The role of state in the development of nations 'versions' of Wagner's law which have evolved 
has been made to occupy a front stage position by due to an imprecise statement of the law in its 
Public Choice theorists who have examined the original form. The same non-parametric tech- 
issue from an interdisciplinary perspective. nique of multiple rank F test is applied here too. 
Transcending the dividing line between econo- However, at this point we consider not only the 
mics and politics they have succeeded in bring to conventional aggregate expenditure measure but 
the fore the New Political Economy perspective also current expenditures which co-integration 
of examining the role of state [see Mueller, 1987; technique shows as havinga long run relationship 
1989; Cullis and Jones, 19921. with the income measures given in these different 

This interest in looking at growth of government 'versions'. 
can be traced back to as early as the nineteenth Section 2 gives a bird's eye view of Wagner's 
century German economist, Adolf Wagner. law and a brief summary of the literature 
Wagner hypothesised that the development of a appearing on it. Section 3 deals with the data and 
nation is accompanied by an increase in govern- methodological aspects of the study. Section 4 
ment expenditure. Since then this Wagnerian reports the results of the empirical exercise and 
hypothesis or what is more popularly known as Section 5 concludes the study. 
'Wagner's law' has succeeded in capturing thc 
attention of a number of economists, the world 2 .  Wagner's Law: An Overview 
over. The large numbcrof studies which haveand 
which continue to concern themselves with it The Wagnerian hypothesis asserting that the 
speak volumes for the appeal which this century development of a nation is accompanied by an 
old phenomenon continues to have for increase in government expenditures, has 
researchers. attracted a great deal of attention and a large 

The present paper is in the tradition of recent number of economists have attempted to test the 
literature which concerns irself with testing if the validity of this hypothesis for aimost every 
Wagnerian hypothesis is robust to the applicatio~l country. Leading journals have appeared with 
of more sophisticated econometric techniques. articles authored by renowned economists, who 
Thepresentexerciseopcratesattwolevels.Atthe have variously interpreted the Wagnerian 
first level w e  try and replicate thc rzsult of the hypothesis. For some, Wagner had expenditure 
Holmes and Hutton study for the Indian economy per capita in mind but for others, it was expen- 
with an extended data set using the non- diture as a share of national income that he was 
parametric approach applying the multiple rank referring to. As regards 'development', some 
F test as suggested by them [see Holrnes and economists considered GNP to be the most 
Hutton, 19901. We also try and see if the results appropiiate indicator but others opted for GNP 
hold good when a modification is introduced by per capita, while yet others felt that GDPor GDP 

Mala Lalvani is UGC Research Fellow, I>epartnicnlof Economics, University of Bombay, Vidyanagari,Bombay-400098. 
'lhanks are duc to Ilr. Aj i t  Kamik for his guidance. I owe an enormous debt to Neeraj Hatekar for his assistance with 

the econometrics. 
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per capita was the right measure. Such a variety Section 3(B) looks at the methodology adopted 
in interpretations was bound to give rise to a spate for examining the different 'versions' of Wag- 
of articles dealing with, what may be termed as ner's law. 
the different 'versions' of Wagner's Law. 

The initial works which appeared in the field 3(A): Methodology for an Extension of the 
were concerned with simplistic single equation Holmes and Hutton Study 
models. A large number of articles employing 
both, time-series and cross-section techniques, Prior to explaining the procedure followed 
have examined the Wagnerian phenomenon for when adopting the non-parametric technique of 
various countries [see Gupta, 1967; Wagner and multiple rank F test, it must be noted that Holmes 
Weber, 1977; Reddy, 1970, 1988; Henning and and Hutton [I9901 have made explicit the dis- 
Tussing, 1974; Toye John, 1981; Ganti and tinction between Granger prima facie causality 
Kolluri, 1979; and Abizadeh and Yousefi, 1985 and causality and the fact that they concern 
for time series studies, and Gandhi, 1971; Goff- themselves with the former. Xis  saidtobeaprima 
man and Mahar, 1971; Ram, 1986; 1987; Abi- facie cause of Y if X precedes Y in time and if 
zadeh andGray, 1985; and Ashan et ad., 1989 for P(Y/X)=P(Y). Causality, in addition to the above 
cross section studies]. also requires that X must not be a spurious cause 

Implicit in the formulation of the simplistic of Y. A spurious cause is a prima facie cause 
single equation static models is that the direction which is explained in the presence of another 
of causality is from income to the expenditure prima facie cause. The steps involved while 
measure. Pioneering work in examining the performing a multiple rank F test have been 
direction of causation was that of Sahni and Singh 
119843 for India and by the same authors for 
Canada [Singh and Sahni, 19841. Ram [I9861 The Rank 
extended the; work to a multi-country sample of 
63 countries and Ashan et al.. [I9891 to a sample The functional form for carrying out the mul- 

of 24 OECD countries. tiple rank F test is given as: 
L. 

A more recent development in causality testing ~ ( Y J  = q,+ 2 Pg(ybi) 
has been the employment of a non-parametric i=l . 
technique [Holmes and Hutton, 1990; Bhat et al., k2 

19911. They speak of the superiority of the mul- + I: pih(G,J + e, 
i-1 

riple rank F rest which Monte Carlo experiments LI 

have shown to be robust over non-normal error h(GJ = a,+ C Oih(Gt.,) 
distributions. is1 

k2. 

3. Data and Methodology + i=l I: ~,g(Y,.i) + v, 

where, 
The sample period chosen for the study of the = income measure 

Indian economy extends from 1950-51 to G = expenditure measure 
1991 -92. This ~ecti0n has been further sub- g(y) = series of income 
divided into two sub-s~tions. Section 3(A) h(G) = ranked series of 
explains the methodology for the extended 
version of the Holmes and Hutton study we have The enor terms e, and v, are assumed to be  i.i.d. 
undertaken and of the modified version too. The two hypothesis examined are 
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a) H, : p., = = . . . . . ,. . . = pu = 0 implies G is not converted into real terms using the GDP deflator. 
a prima facie causc of Y in equation (1). Dickey Fuller (DF) and Augmented Dickey 

b) H, : 2, = 2, = . . . . ... . . = z, = 0 implies Y is not Fuller (ADF) tests are done to check for station- 
a prima facie cause of G in equation (2). arity. The first difference variables which areseen 

The rank transformed serics i s  obtained by 
assigning ranks in ascending order. Rank 1 is 
assigned to thc smallest observation and N to thc 
largest. A separate series using the same method 
has to be obtained for each of the lagged and lead 
values to be considered. Rank transformations 
being'monotonic in nature, the logarithmic form 
of the variables need not be considered and the 
assignment of ranks would remain unaffected. 
The multiple rank F test of the prima facie causal 
relationship between G and Y involves the vari- 
ables, each of the lagged and lead series measured 
in ranks, OLS estimation of equations (1) and (2) 
and calculation of the standard F statistic based 
on these ranked regressions. 

The superiority of the multiple rank F test lies 
in the fact that it is not limited by the hypothesis 
of a specific functional form of the ranked serics 
of the variables nor by the assumptions of 

to be stationary are rank transformed as was 
explained above. 

Oncc we had the ranked series for both the 
original and. the modified version, we took to 
checking the direction of causation. Income 
causing expcnditure would vindicate the Wag- 
nerian hypothesis while the Keynesian viewpoint 
would be borne out if the reverse direction of 
causation is seen. The procedure for causality 
testing is idcntical to that followed when para- 
metric technique of estimation is adopted, the 
only difference being that the ranked series are 
now used instead oS the original data. A brief 
description of this procedure for causality testing 
is outlined below. 

Causality Tesu 

homoscedasticity and normality of ihc error 
terms. Borrowing the words of Holmes and The most widely used definition of causality i s  
Hutton - 'With little to lose in employing the that of Granger causality [Granger, 19693. It 
multiple rank F test when a]] pmameuic emphasizes the impossibility of an 'effect' pre- 
assumption are met and much to be gained when ceding its 'cause'. X is said to Granger cause Y 
the relationship is weak and such assumptions (denoted as X->Y) if Y at current time period can 
violated, the rankF test appears to be an W~ealing be more accurately predicted by using past X 
aiternative to parameWic testing' [Holmes and values rather than by not doing so, Instantaneous 
Hutton, 1990, p. 901. 

The income measure they suggested was gross 
domestic product in per capita nominal terms, 
denoted in out study by PNY. Their expenditure 
measure - aggregate expenditure excluding debt 
servicing (i.e. interest payments) in nominal and 
per capita terms, is given here by F'CNET'. Going 
by their study, both these variables are f i s t  
difference stationa~y and thus a rank transformed 
series is obtained for both these variables in first 
differences2, the procedure for rank transforma- 
tion being similar to that as explained earlier in 
this section. 

In the modified version of the study, we con- 
sider the income measure, gross domestic prod- 
uct, which is available to us at 1980-81 prices 
(PCY) and the expenditure measure (PNI) is 

causality from X to Y is denoted by X -f, Y. and 

feedback between X and Y is written as X <-> Y. 
The four types of Causality tests which have 

been set out in Nachane, 1991 are: (i) Sims' 
original [I9721 test ( 0 s  test) (ii) Sims' modified 
[I9741 test (MS test) (iii) Granger's [I9691 test 
(GR test) (iv) Geweke's [I9821 test (GW test). 
In the present exercise we leave out the OS test 
which due to the fact that i t  regresses the depen- 
dent Y variable on current, past and future X 
values, is prone to serial correlation problem. The 
GW test too is not considered here. The GR and 
MS tests which were performed are explained 
using the following canonical notations: 
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- The Modified Sims (MS) test regresses PNY on 
PCNET, = C A,,PCNET,, + u,, 

s-1 
....(3) current, past and future values of PCNET and on 

past values of PNY. The null of PNY not causing 
PCNET, = 5 AhPCNET,., PCNET, is rejected if the future coefficients of 

~ = l  PCNET are significant. By the MS test, estimat- 
ing (5) as restriction on (6) shows PCNET as a 

+ C B,PNY,, + u, . . ..(4) cause of PNY. The reverse direction of causation 
a=l from PNY to PCNET is checked by estimating 

PCNET, = 5 A3sPCNETt.T,, (9) as a restriction on (10). Restricting (4) on (6) 
r=l and (8) on (10) tests for instantaneous causality 

from PCNET to PNY and PNY to PCNET, 
respectively. 

a=O 
The same methodology was used when testing 

PCNET, = 2 A4sPCNET,., for causality between other pairs of variables. 
r=l The one obvious problem with the equations 

OD specified above is that as they stand they contain 
+ I: B,,PNY,, + u4, . ...( 6) an infinite number of parameters that cannot be 

s = - r  estimated from a finite set of observations [Judge 
w 

PNY, = E Cl,PNY,, +v,, 
r=l 
m 

PNY, = C,PNY,, 
a i l  

.. ..(7) el al., 1985, 19881, thus necessitating lag selec- 
tion. The lag selection procedure that we have 
used is that suggested by Hannan-Quinn [Hannan 
and Quinn, 19791. It is given by: 

PNY, = 3 C,PNY,., 
a-1 

where, 
o: = sum of squared residuals 

OD 
m = number of lags of the independent variable 

+ I: D,,PCNET,., + v3, . . ,.(g) n = number of observations 
14 
r 

PNY, = I: C,PNY,, 
an1 

G 4  

+ X D,,PCNET,.,+ V, . . ..(lo) 
a=-.- 

where, 
PCNET: [(government expenditures - interest 
payments) in current prices] /population 
PNY: gross domestic product in current pri- 
ces/population 

Equation (3) as a restriction on (4) shows if PNY 
is a Granger cause of PCNET. Equation (7) as a 
restriction on (8) shows PCNET as a Granger 
cause of PNY. (4) as a restriction on (5) and (8) 
as a restriction on (9) shows instantaneous cau- 
sality by the Granger method from PNY to 
PCNET and PCNET to PNY, respectively. 

The choice of HQ parametrization procedore was 
done on the ground that even though strongly 
consistent, this criterion is less likely to under- 
estimate the true order than other consistent 
procedures [Nachane et al., 19881. 

Our next step was to introduce a modification 
in the Holmes and Hutton study and repeat the 
same procedure step by step with the expenditure 
measure after it was deflated using the implicit 
GDP deflator. GDP at 1980-81 prices was the 
income measure considered. 

3(B): Methodofogy for Testing th Various 
'Versions' of Wagner's Law 

Enlisted below are the functional forms of some 
of the initial static versions of the law [Mann, 
19801. 
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Version Functional Form Kvwlhesis . . 
Traditional E = f(GDP) 
Peacock-Wiseman ' In E = atb In(GDP) b > 1 
(1 9671 

Goffman [I9681 

Musgrave [l969] 

Gupta[1965] and 
Michas [I9751 

Modified 
Peacock-Wiseman 

Structural 
Hypothesis 

i) EXPR = f (ARATIO) 
EXPR = atb (ARATIO) 
ii) EXPR = f (MRATIO) 
EXPR = atb (MRATIO) 

Where, E = level of aggregate expenditure at constant price 
P = population 

GDP = gross domestic product at constant price 
C = government consumption expenditure 

ARATIO = GDP from agriculture/total GDP 
MRATIO = GDP from manufactu~g/total GDP 

EXPR = aggregate expenditureJtota1 GDP 
Note: A l l  variables are in real terms 

Thus, while Peacock-Wiseman [I9671 mea- 
sured expenditures and GDP in absolute terms, 
for Goffman [1968] per capita GDP was a better 
representator of development. Musgrave [I9691 
was of the opinion that expenditure as a propor- 
tion of GDP would rise as per capita income rose. 
Gupta [I9671 and Michas [I9751 considered per 
capita expenditure to be a function of per capita 
income. The modified version of Peacock- 
Wiseman in keeping with Musgrave's view 
considered the expenditure measure as a share of 
GDP. It is  our contention that causality testing 
proceeds on a sounder footing if co-integration 
technique establishes the presence of a long run 
equilibrium between the concerned variables. In 
our exercise, these tests show current expendi- 
tures and the income measure as specified in the 
different versions to have a long run relationship. 
Going by the results of these tests we rank 

transform current expenditures. This transfor- 
mation technique is also applied to aggregate 
expenditures, the measureconventionally used by 
economists. The procedure followed for carrying 
out the unit root test for residuals and co- 
integration is briefly described below. 

Testing For Unit Root and Co-integration 

It is widely acknowledged that stationarity of 
variables is essential for standard inference pro- 
cedures in dynamic time series models. The 
danger of working with non-stationary variables 
is something that econometricians today are 
versed with. A linear regression with two deter- 
ministically trended variables (i.e., when the 
mean of the process increases over time) or with 
two variables subject to a stochastic trend (i.e., 
when the variance of the process increases over 
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time) will in all probability give us evidence of a XE, = 6Xqs1+ 5 
spurious relationship when none exists [Granger 
andNewbold, 1986; Newbold and Davies, 19781. or, dXE, = (1 + G)X&-, + q ., .(13) 
Transforming a non-stationary series to a sta- where, = 

+ 6);dXEt = XG -- XE;-, 
tionary one by differencing 'd' times makes it a 
series integrated of order 'd', denoted by: The value of 6 is checked against the critical 

xc-I(d) values provided in Fuller [1976]. A rejection of 
When two series x, and y, are integrated of order the nu11 of in favour of k0 implies p<l and 
d and there exists a linear combination of these Xh is an 1(0) Process. Failure to reject the null 
two variables integrated of order 'd-b', then the the DF to 
two series are said to be co-integrated. Symbol- d2xE, = SdXE,, + E, . . . (14) 
ically , where, d2 indicates second difference atld d as 
%. Y, - cI(d,b) earlier implies f ist  difference. Now, if &O is 
Int~itively, if two or more non-stati0narY vari- accepted, the series XE, is stationary and 
ables have a long run relationship but the devi- XI&-I(1). 
ations from this long run path are stationary then To overcome a shortcoming of the DF test 
the variables are said to be co-integrated. which does not take care of autocorrelation in G, 
GO-integration theory addresses itself to the Dickey and Fuller [lcjgl~ suggested the 
testing and specification problems associated merited Dickey Fuller (ADQ test. The ADF test 
with long run equilibrium relationships [set uses lagged dependent variables as additional 
Charemza and Deadman, 19931. explanatory variables. The ADF equivalent of 
The testing procedure for unit roots proceeds in (12) is: 
two steps: 

I 

Step 1 

Here too the value of 6 is checked against the We test for the order of integration of each of the uitical values for the DF test. 
variables involved in the long run relationship 
given by: 

XE,=bGDPT, + u, ...( 1 I )  
First, consider the dependent variable XEt. If we 
wish to test the hypothesis that it is integrated of 
order one, we must test for p=l in the following 
equation: 

XE,=pXE,, + E, ...( 12) 
If p=l when E, are identical and independently 
distributed, equation (2) would be a representa- 
tion of a 'random walk' where the variance of the 
process is a linear function cf time and the 
stochastic process XE, is non-stationary. In such 
a case the error term follows a negatively skewed 
distribution as against a normal distribution, an 
assumption critical to OLS estimation. Hence it 
is the Dickey Fuller (DF) or the Augmented 
Dickey Fuller (ADF) tests which are resorted to. 

The DF test is a test of the hypothesis that p=l, 
hence the name unit root test. It is based on testing 
!he negativity of 8 in the equation below: 

If XE, is 1(1) and GDPT, is 1(1) in equation (I), 
then it may be that u, is I(0) and the variables are 
co-integrated. For a check on this unit root tests 
(DF and ADF) were performed on the residuals 
DF: du, = 6u1., + e, ...( 16) 

k 

ADF: du, = 6qA, + I: 6idu,.i + e, . . .(17) 
i=l 

where u, are the OLS residuals obtained from 
equation (1) and d indicates f ist  differences. As 
was thecase for the integration test, the value of 
6 is checked against critical values. 

4 .  Empirical Results 

As in f.he ealier section on methodology, this 
section onempirical results toois sub-dividedinto 
two sub-sections - Sectio~r 4(A) deals with the 
results of the Holmes and Hutton study, both in 
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its original and modified form and 4(B) rcporL9 
the results of co-integration and causality testing 
for the different versions of Wagner's law. 

4(A):  Empirical Results of the Extended Version 
of Holrnes and Hutton Study 

Following Holmes and Hutton we considered 
ranked series of nominal per capita gross 
domestic product (PNY) as the income lneasurc 
and that of nominal per capita aggregate expcn- 
diture excluding interest payments (PCNET) as 
theaggregate expenditure measure. Both Grangcr 
(GR) and Modified Sims (MS) tests showed 
unidirectional causality from expendilure to 
income measure. However, considering thc 
ranked series of both measures in real terms 
causes a complete turn-around in the direction of 
causation. In thismodified version income is seen 

TABLE 21). R~SULTS OVlnIE MODIl.180 VI.:RSION OF 
~IOLMI:S AND 11~11'0~ STUDY GK AND M S  TEST 

RESULTS (X = PNI, Y = PCY) 

Null hypothesis G R  ,MS 

Holmes and tIutton 
(modified) 
Y -I-> X 5.124* 6.335* 

(3.24) (2,241 
X -I-> Y 0.384 0.121 

(1.27) (1.22) 
I 

Y - I  -+X 1.703 5.137 
(1 2 3 )  (3,241 

X - I  -+Y 1.944 0.879 
(1 26) (2.22) 

Note: Ranked series of the following variables are obtained. 
PNI = (aggregate expenditure at current prices - interest 

ayrnents)l population 
FCY = (gdp at current prices), population. Figures in the 
parenthesis denote the degrees of freedom for the numerator 
and denominator, respectively. 
* indicates significance at 5% lcvel. 

to cause expenditures, thus vindicating the The above table indicates that we are able to 
Wagnerian P ~ ~ P ~ ~ ~ ~ ~ ~ ~ .  'of Holmes replicate the of the Holmes and HutLon 
and using study, viz., expenditure causes income, for the 

as has been suggested lhem Indian economy even the data set extending 
and those obtained after making the modification uplo 1991-92. a tmnsformation of 
of considering the samc variables in real terms. variables from currcnl Lo prices shows 
are tabulated bclow: complctc reversal in the direction of causation. 

, TABLE ZA. RESULTS O F T ~ I E  EXTENDED VensloN OF 
HOLMES AND IIUTTON STUDY GR AND MS TEST 

RESULTS (X = PCNET,Y = PNY) 

Null hypothesis GR MS 

Holmes and Hutton 
(original) 
Y -1-> X 2.735 2.070 

( 1,27) (2.22) 
X -I-> Y 3.339' 3.405* 

(3,251 (3.23) 

- -  - - 

Note: Ranked series of the following variables are obtained. 
PCNET = (aggregate expend ture at current prices - interest 
payments)/ population 
PNY = (gdp at current prices)/ population. Figures in the 
parenthesis denote the degrees of freedom for the numerator 
and denominator, respectively. 
* indicates significance at 5% level. 

T h s ,  we find the Wagnerian viewpoint being 
vindicated when variables are considered at real 
prices. However, the Keynesian viewpoint is 
borne out when the variables are considered in 
nominal terms. 

4(B): Resulrs of Testing Various Versions of 
Wagner's Law 

In the Indian context, expenditure data is 
available to us as expenditures on revenue 
account and on capital account. Each of these two 
heads are further classified as developmental and 
non-developmental expenditures. For the pur- 
pose of the present study we experimented with 
six different expenditure measures as defined 
below: 
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XD = dek+ndek income measures in the five initial versions and 
XE = der+nder between aggregate expenditure and the variables 
XF = dcr+nder+dck+ndek+loan+grant in the structura4 hypothesis, our next step was to 
where check the direction of causality for these co- 
der: development expenditure on revenue integrated relationships as a test of the Wagnerian 

account proposition. But before we indulged in causality 
dek: development expenditure on capital testing a rank transformation was carried out for 

account each of the variables in the manner described 
ndek: non-development cxpcnditure on revenue earlier in Section 3(A). 

account Below we present a brief description of each of 
ndcr: non-dcvelopmcnt expenditure on capital the versions and tabulate the results obtained in 

account each case using the XF measure of expenditure 
loan: loan given to states and union territories. as was the convention and the XE measure which 

It forms a part of the capital disbursements unit root tcst for residuals andco-integration show 
of government of India to have a long run relationship with the income. 

grant: grant-in-aid lo states and union territories 
for dcvclo~ment Purposes. They form a (i) Traditional Peacock-Wiseman Version 
part of the revenue expenditure of gov- 
ernment of India Peacock and Wiseman postulated that aggre- 

gate government expenditures increase at a faster 
Results of Unir Roo1 'I'esr and Co-jntegration rate than output. The functional form of their 

version may be expressed as: 
We used cach of the above measures with the 

income measure as given in the six different E = f(GDP) 

versions of Wagner's law and tested for station- InE = a + bln(GDP) 

arity. Each of the variables was found to be an b,l would the wagnerian hypothesis. 
I(]) series, but it was only the XE measure, i.e., Th, results of the GR and MS tests for causality 
expenditure on revenuc account which was found between the ranked series of XE and G~~ and of 
to be co-integrated with the income measures as  XF and are tabulated below: 
given by Peacock-Wiseman, Goffman, Mus- 
grave, Gupta and Michas as well as in the TABLE 3A TKADITIONAL PEACOCK-WISEMAN 
Modified Peacock-Wiseman versions. The XF (X =XE, Y = GDPT) 
measure (aggregate expcnditures on revenue and 
capital account inclusive of loans and grants) as null hypothesis GR test MS test 
aproportion of GDP was seen to be co-integraled Y -I->x 6.776* 5.942' 
with ARATIO (GDP from agriculture/totalGDP) (2,261 (2,241 
and MRATIO (GDP from manufacture/total x-I->Y 1.193 1.027 
GDP) which,are the variables in the structural (1.27) (1,241 
hypothesis suggested by Mann [1980]. For results Y - I  + X  5.188* 5.831' 
of the unit root test for residuals using the XE (1.25) (3,241 
measure for the six versionsof Wagner's law (see x - / + Y  4.063 3.1 1 I 
Section 2) and the X F  measure used for the (1.26) (2,241 
structural see A and B, No,,: Ranked series of the following variables are obtained. 
respectively. XE = (develop~nent+ non-development expenditure on rev- 

Having established the long run equilibrium ; n ~ ; . ' ~ ~ ~ ~ , ) ~ $ ~ ~ ~ t ;  pducL 1980-81 pices, 

relationship between current expenditure and the t ;,d;,,tes significance at 5%. 
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TABLE 3B. TRADITIONAL PEACOCK-WISEMAN The GR and MS tests provide support for Wag- 
(X =XF. Y =GDPV ner's hypothesis by showing unidirectional cau- 

sality from income to government consumption 
null hypothesis GR test MS test expenditure. 

Y-I->X 9.077* 6.420* - . . - -  . -. 
(326) (2,24) (iii) Goffmn Version 

X-/->Y 0.015 0.003 
(1,271 (1,241 

L 

Y-I-X 1.749 5.159* 
(224) (3 34) 

L 

X-I -+Y 1.860 0.841 
(1,261 (234) 

Note: Ranked series of the following variables are obtained. 
XF = (expenditure on revenue account+ on capital account+ 
loan+ grant) in real terns. 
GDPT = total gross domestic product at 1980-81 prices. 
* indicates significance at 5%. 

According to Goffman, 'As a nation experi- 
ences economic development with growth, an 
increase must occur in the activities of the public 
sector and that the ratio of increase when con- 
verted into expenditure terms, would exceed the 
rate of increase in output per capita' [Goffman, 
1968, p. 3591. The functional form may be spe- 
cified as: 

E = f(GDP/P) 
InE = a + bln(GDP/P) ' 

fie GR MS tests for both, and Wagner's hypothesis would be vafidated, if b>l.  
aggregate expenditures, show unidirectional The causality test results for this version are 
causality from income to expenditure, thus con- tabulated below: 
Stituting a case for the Wagnerian hypothesis. TABLE 5A. GOW (X =XE, Y -PC() 

(ii) Pry0: Version null hypothesis GR test MS test 

'In growing economies the share of public Y-I->X 3.876" 4.628' 

consumption expenditures increases as national (2 26) (1,25) 
X-I->Y 2.318 1.786 

income increases' [Pryor, 1968, p. 45 I]. (1.27) (124) 
Symbolically, A 2.042 3.278 

c = f(GDP) Y-1 - t X  (1,25) (225) 
InC = a + blnGDP 1.692 1.946 

I 

X-I + Y  (1,261 (224) 
b>l would show support for the Wagnerian 
hypothesis. Note: Ranked series of the following variables arc obtained. 
The causality test results for this version are: XE = (devlopment+ non-development expenditure on revenue 

account) in real terms 
TABLE 4 PRYOR (X =GFCE. Y =GDW PCY = total gross domestic product at 1980-8 1 prices1 population 

indicate? significance at 5%. 

null hypothesis GR test MS test TABU 5 ~ .  GOIFMAN (X =XF. Y : 

Y -1->X 18.079' 8.706* 
(2.28) (2.20) 

null hypothesis GR test MS test 

X-I->Y 2.489 0.729 Y-I->X 6.724* 6.3 17* 
(5.23) (1,261 (326) 

I X-/->Y 0.689 0257 
(224) 

Y-I -1X 4.676* 6.539 (1 $27) (1,241 
i 

(1 27) 0.20) Y-1 +X 1.737 5.061' . . . .  . 
X-)  +Y 1.297 2.678 

(1 25) (324) 
1 

(1 22) (2.26) 
X-l - t Y  1.810 0.97 1 

(12626) (2,24) 
Note: Ranked series of  these variables are obtained. Note: 
GFCE = government final consumption expenditure at XF*(expcnditure onrcvenueaccwnt+ on capital account+ loan+ 
1980-81 prices. grant) in real terns 
GDPT = total gross domestic product at 1980-81 prices. PCY = total gross danestic product at 1980-8 1 prices/ population 
* indicates significance at  5%. * indicates significance at 5%. 
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The GR and MS tests show unidirectional cau- ( v )  Gupla and Michas Version 
sality from per capita income to revenue expen- 
diture* thus s u ~ ~ o a i n g  the Wagnerian According to Gupta and Michas, it is per capita 
proposition; expenditures which increase more than propor- 

(iv) Musgrave Version tionately as compared to per capita income. 

Wagner's law 'must be interpreted as postu- E/P = f(GDP) 
lating a rising share of the public sector ... (with In(E/P) = a + bln(GDP/P) 
the) development of a country from low to high 
per capita income ...' [ Mann, 19801. b>l validales the Wagnerian proposition. 
Symbolically, Results of causality testing for this version are 

E/G DP = f(G DPIP) tabulated below: 
In(E/GDP) = a + bln(GDP/P) 

TABLE 7A. GUPTA AND MICHAS (Y = PCY. X = P a E )  

b>l would validate Wagner's hypothesis. 
The causality test results for this version are: Null hypothesis GR test MS test 

Y-I->X 4.487' 3.886" 
TABLE 6.4. MUSGRAVE (X =EXRE. Y =FCY) (2.26) (2,241 

X-/->Y 1.681 1.258 
null hypothesis GR test MS test (1.27) (1.24) 

I 

Y-I->X 8.247* 7.124* Y - l + X  2.029 43.105 
(226) (2,241 

X-I->Y 1.901 1.323 
(1 25)  (3,241 

I 

(1~27) (1 3 )  X-I -tY 1.262 1.654 
I 

Y-I 4 X  0.290 5.110* (1.26) (1 -24: 
(1,25) 

I (3124) Note: Ranked series of: 
X - / - + Y  0.737 0.808 PCXE = [(devlopmentt non-development expenditure on 

(1,261 (224) revenue account) in real terms11 population 

Note: Ranked series uT: 
GDPT= total gross domestic product at 1980-81 prices. 

EXRE = [(devlopment+ non-development expenditure on reve- * indicates significance at 5%. 
nue account) in real terms]/ GDPT 
PCY = total grossdornesl~c product at 1980-81 priccslpopulalion TABLE 78. GUPTA AND MICHAS (Y = GDm, X = FCXP) 

* indicates significance at 5%. 

TABLE 6R.  MUSGHAVE (X =EXPR. Y =KY)  Null hyp~thcsls OR test MS test 

Y -1->X 6.4 16* 6.702'' 
null hypothesis GR test M S  test (325) ( 2 ~ 4 )  

3.573* 5.368* 
X-I->Y 

Y-1->X 
0.175 0.090 
(1.27) (1,231 

I 
X-I->Y b3.$84) Y-1 - + X  2.212 5.401 

(1.27) (1,221 
I (1.24) (3 824) 

Y-/ +X  0.456 3.712* I 

(324) 
X - /  -+Y 

(1 23) 
1.946 1.109 

, 
X - l  +Y 

(1 26) a , m  
0.299 0.287 
(1.26) (2s) Note: Ranked series of: 

PCXF = [XI: in real terms]/ pqulation 
Note: Ranked series of: 
EXPR = (aggregate cxpcnditure (=XQ in real termdGDIT 

GDPT = total gross domestic product at 1980-81 prices. 

PCY = loui grossdomcstic roduclat 1980-81 prices/pnpult~tion 
* significance at '%' 

* indicates significance at S4b. 
The GR and MS tests support Wagner's law of 

Both the and MS tests SuPPofl wgncr's income causing cxpcnditurcs per capita when 
hypothesis of income causing cxpenditurc sharc cithcr current or the aggregate expenditure mea- 
for the XE and XF expenditure measure. sure are considcrcd. 
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( v )  Modgied Peucock- Wiseman Version 

As proposed by Mann 119801, the modified 
version of thc Pcacock-Wiscman hypthesis, in 
the tradition of Musgrave, lmks at expenditure as 
a proportion of GDP as lhc dependent variable 
while the indcpendcnt variable (total GDP) 
remains unchanged from this original version. 
Symbolically, 

E/GDP = f(GDP) 
In(E/GDP) = a + bln(GDP) 

The GR test shows unidirectional causality from 
income to expenditure share and thus supports 
Wagner's hypothesis, for bolh current and 
aggregate expenditures. Howcver, the MS test 
does not show any causality when XF measure of 
expenditure is used. In case of the XE measure, 
this test too supports Wagner's hypothesis. 

vi) Structural Hypothesis 

Of the numbcr of 'structural hypotheses' pro- 
b>l oncc again vindicatcs Wagner's law. posed by Mann [ 19801, the resu! ti  bf the unit root 
Thecausality rcsulw for this version arc tabulated tests justified Our carrying out causality tests 
below: bctwecn EXPR and ARATIO and EXPR and 

Null hypothesis GR test M S  rest 

Y -I- >X Y.424* 
(2.26) 

X-1->Y 0.542 
(1 2 7 )  

I 

Y - I  + X  0.304 

(1 ,251 

X - I + Y  0.657 
(1.26) 

Note: Ranked series oE 
EXRE = [(development+ non-development expenditure on rev- 
enueaccount) in real terms]/ GDPI' 
GDPT = total gross domestic product at 1980-81 prices. 
+ indicates significance at 5%. 

Null hypothesis GK test MS test 

X - / + Y  0.347 0.146 
( 1,261 (2,231 

Note: Ranked series of: 
EXPR = XF in real terms1 GDIT 
GDPT = total gross domestic product at 1980-81 prices. 
* indicates significance at 5%. 

MRATIO (for definitions of the variables, see 
the description following Table 1). 

In these hypotheses, the negative sign attached 
to ARATIO and the positive sign attached to 
MRATIO would cons~i tute evidence in favour of 
Wagner's hypothesis as these signs are indicative 
of the development of a nation. In other words 
expenditure as a proportion of GDP increases as 
the share of agriculture in total GDP declines and 
that of manufacturing rises. Results of the cau- 
sality tests carricd out for this version are reported 
bclow: 

TABLE 9A. SIHUCT~AL HYPOTHESIS 1 
(X = EX'R, Y = ARATIO) 

Null hypoihesis GR test MS test 

Note: Ranked series of: 
AR = GDP from agriculture at 1980-81 prices/ GDPT 
EXPR = [aggreg;e expenditure on ~evenue and capital 
account including loans and grants (=XF) in real terms]/ 
GDPT 
* indicates significance at 5%. 
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TABLE 9B.STRUCWRAL HYPOTHESIS 2 
(X = EXPR. Y = MRATIO) 

Null hypolhess GR test MS test 

Note: Ranked series of: 
MR= GDP from manufacturing at 1980-81 priceslGDPT 
EXPR = [aggregate expenditure on revenue and capital account 
including loans and grants (=XF) in real terms]/ GDPr 
* indicates significance at 5%. 

TABU IOA. SUMMARY RESULTS OF CAUSALITY TESTS 
(WITH XE MEASIJKE 01: EXPENDITURE) 

but both tests show the presence of instantaneous 
causality. 

Having presented the results of causality tests 
for each of the versions, the position could be 
made even clearer by summarising all these 
results in tabular form as below: 

TABLE 108. SUMMARY RESL~TS OF CAUSAI-ITY TESTS 
(WITH XPMEASURE OF EXPENDI11JRE) 

Version GR test MS lest 
- -- - - - 

Traditional GDR->XF GDW->XF 

Peacock-Wiseman no ic GDPr A XF 
XE=f(GDPT) 
Got'iman F'CY ->XF PCY ->XF 

Musgrave PCY ->EXPR , PCY -> EXPR 

EXRE=K(PCY) no ic lacy 1, EXPR 

Vasion GR test MS test GupWMichas GDPI' ->PCXF no causality 

Traditional GDFT->XE GDIT->XE I'CXE=r(GDPT) no ic no ic 

Peacock-Wiseman GDFT -+ XI? GDPT A XE Modified GDYI' ->EXI'R no causality 
XE=f(GDPT) Peacock-Wiseman no ic no ic 

EXRE=f(GDPT) 
Goffman I'CY ->XE PCY ->XE 

Pryor GDPT -> GFCE GDFT -z GFCE 

GFCE~GDPT) GDFT I, GFCE no ic 

TABLE 1OC. SUMMARY RESULTS FOR CAUSALITY 
TESTS FOR S T R U ~ U M L  HYPOTHESIS 
(USING XFMEASURE OP EXPENDITURE) 

Musgrave PCY ->EXRE PCY -> EXRE Version (; K MS 

EXRE=f(PCY) no ic PCY -t EXRE 
i) EXPR=f(ARATIO) no causality AR -> EXPR 

GuptaJMichas GDFT ->PCXE GDPT -> 1'CXE 
PCXE=f(GDP'n no ic no ic I W(PR A AR 

ii) EXPR=f(MRATIO) n o  causality no causalily 
Modified GDFT - > E X  GDFT -> EXRE 

EXPR 1, MR EXPR i -, MR 
Peacock-Wiseman no ic  GDFT EXRE 
EXRE=f(GDPT) MR 4 M P R  MR A EXPR 

Note: "ic" an "-+" stand for instantaneous causality. 

When examining the structural hypothesis we do The above tables make it amply clear that when 
not consider the XE measure, as co-integration causality tests are performed with rank trans- 
test shows the XF measure to have a long run formed series of variables in all the versions, we 
equilibrium relationship with MRAT1o and find that except for the structural hypotheses, 
ARATIO, the independent variables for this is clear evidence of the Wagnerian 
hypothesis. 

In the case where ARATIO is the independent hypothesis being vindicated for the Indian econ- 

variable the GR test shows no causality exist omy* with the XE measure of expen- 

butthe MS testprovides suppon to the Wagnerian diture which on the basis of the unit root test for 
hypothesis. Wi& MRATIO as the independent residuals may be expected to give more reliable 
variable both GR and MS tests show no causality results regarding the direction of causation. 
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5. Summing up 

NON-PARAMETRIC APPROACH TO STUDYING WAGNER'S LAW 

The aim of this present exercise is a modest one 
of experimenting with a relatively new econo- 
metric techniqucof non- parametric methodology 
which is not subject to the criticism of adopting 
aparticular functional form and which isexpected 
toprovidc more reliable results when the standard 
assumptions of parametric analysis are not met. 

APPENDIX A. UMT ROOT TESTS OF RESIDUAL 
(FOR XE MEASWEOF EXPENDITURE) 

Version Value 

Traditional DF: -4.4021 
Peacock-Wiseman ADF(1): -3.8437 

A D F ( ~ ~ :  -2.6895 
Pryor DF: -4.0991 

ADF(1): -3.9183 
ADF(2): -3.9428 

Our exercise adopting the methodology cf A D F ( ~ ~ :  -3.5055 
ADF(4): -3.5103 Multiple Rank F test suggested by Holmes and Goffman DF: -3.6655 

Hutton using an extended data set fails to support ADF(~): -2.6997 

the Wagnerian hypothesisgs is theconclusion that ADF(2): -1.7300 
ADF(3): -2.1363 

they too arrive at. However, when we modify the ADF(4): -1.6112 

study and consider the variables in real terms a DF: -4.2141 
ADF(1): -3.3797 

complete reversal in the direction of causation is ADF(2): -2.2950 
seen. Thus, removal of the price effect appears to ADF(3): -2.8488 

ADF(4): -2.185 1 
be asignificant factor in determining thedirection Gupta and DF: -4.4021 

of causation. Michas ADF(1): -3.8437 
ADF(2): -2.8268 

When considering the different 'versions' of ADF(3): -3.4647 
Wagner's law all variables used were in real Modified 

ADF(4): -2.6895 
DF: -4.4021 

terms. As a first step co-integration technique was peacock-Wiseman ADF(1): -3.8437 

applied to establish the existence of a long run ADF(2): -2.8268 
ADF(3): -3.4647 

equilibrium. Current expenditure was seen to be ADF(4): -2.6895 

the only expendi lure measure having a 10% run Note: Critical values at 5% are taken from MacKinnon 119901 
relationship with the income measures as given DF= -3.4885; ADF(1) = -3.4925; 

ADF(2) = -3.4966; 
in the different versions. Checking for the direc- ADF(3) = -3.5009; ADF(4)= -3.5055 
tion of causation now appeals more strongly to 
the rationale once the long run equilibrium has APPENDIX 8. UNIT ROOT TESTS OF RESIDUALS (FOR XFMEA- 

SURE OF EXPBNDITLJRE) 
been established. Both, current expenditure, i.e., 
the expenditure measure co-integrated with Version Value 

income, and aggregate expenditure, the measure slNdural 
conventionally used by economists, provide us Hypolhesis 

with near unanimous evidence of the presence of i) EXPR=f(ARATIO) DF: -3.9900 
Wagner's law for the Indian economy. ADF(1): -3.2595 

Multiple rank F test, the technique which has ADF(2): -3.0263 
ADF(3): -2.8008 

been adopted in the present exercise, does by no ADF(~): -2.0116 

means claim to displace thc essential role of ii)EXPR=f(MRA1?O) DF: -5.2367 
parametric analysis but the results of Granger ADF(I): -4.4778 

causality appear to be functional form dependent ADF(2): -3.6320 
hDF(3): -3.0069 

and hence this rank lransformation technique, ADF(~): -2.0248 

which is unaffected by any such restiction,does Note:C"ticalvaluesat5%arctaken from MacKinnon[1990] 
seem to be an important addition to the research DF= -3.4885; ADF(1) = -3.4925; 

ADF(2) = -3.4%6: 
agenda for testing Wagner's law. ADF(~)  = -3.5009; ADF(~)= -3.5055 
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1. The reason which Holmes and Ilutton give us for this 
excl\~sion is that macroeconomists conventionally view gov- 
ernment expenditure on debt service as similar to a transfer 
paymenl fromtaxpayers to bondholders ar~dnot either ademand 
or a supply for goods and services stationarity. 

2. The unit root test for residuals carried out by us did not 
show h i s  income measure to be first difference stationary at 
5% level but we went ahead with the estimation. 
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TABLE Q. REVWUE E ~ E N D K ~ E  OF GOVERNMENT OF WDIA (DEFLATED USING GDP DEFLATOR) 

(Rs  crore) 

Year Total DER Total NDER Total Total REXPT 
-Grant -Grant (DER+NDER Grants (DERtNDER 

-Grant) +Grant) 

Now For defiiti8ns. see text. 
Ihta source: RBI., Report on Currency and Finunce, variv6s issues. 
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TABL.E C3. CAI'ITAL EXIJENDITURE OF GOVERNMENT OFINDIA (DEFLATED USING GDP DEFLAMH) 

(Rs crore) 

DEKtNDBK 
Y e a r  DEK NDEK DEK+NDEK Iman +Loan 

1950-51 272.15 66.84 339.00 
1952 254.53 291.55 548.08 
1953 154.43 33.78 188.26 
1954 216.28 -103.44 112.84 
1955 469.58 401.75 871.32 
1956 716.22 -47.40 668.82 
1957 1,179.63 102.58 1,281.19 
1958 1,567.95 382.98 1,950.93 
1959 1,586.03 156.00 1.742.03 
1960 805.25 623.96 1,429.21 
1961 1,113.42 560.83 1,674.25 
1962 1,414.20 342.47 1,756.68 
1963 1.93 1.59 423.26 2,354.84 
1964 2,207.24 672.08 2,879.1 1 
1 965 2,081.47 1,003.28 3,085.75 
1 966 1,735.39 590.45 2,325.84 
1967 1.364.60 2.082.82 3,447.26 
1968 1,138.19 859.15 1.997.98 
1969 1,188.45 -169.10 1 .O 18.76 
1970 1.234.15 260.67 1,494.82 
1971 1,377.75 765.16 2,142.91 
1972 1,947.94 464.82 2,4 12.76 
1973 1,594.76 315.42 1,9 lo..] 8 
1974 1,385.58 295.18 1,684.75 
1975 2.038.30 303.09 2,341.39 
1 976 2,637.43 681.10 3,318.83 
1977 2,149.60 447.14 2.596.73 
1978 2,574.64 358.28 2,932.92 
-1 979 2,423.43 680.3 1 '3,104.12 
1980 2,385.26 335.65 2.720.91 
1981 3,050.00 933.00 3,983.00 
1982 3,439.78 464.15 3,903.93 
I983 3.465.99 627.65 4,093.65 
1984 3,821.21 1.070.06 4,890.96 
1985 4,778.23 904.20 5,682.43 
1986 4,700.08 687.95 5.388.02 
1 987 4,836.54 861.32 5,697.86 
1988 3,536.40 1,832.37, 5,368.72 
I989 3,402.79 2,078.44 5,481.23 
1990 3.63.5.85 2.168.92 5,804.77 
1991 3,286.28 2.10.5.63 5.39l.91 
1992 2,491.51 1,975.10 4,466.61 

Now: For definitio~ls, see 1 ~ x 1 .  
Data sourcc: RBI, Heparr on Currency and f inance, various issues. 
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 ABLE C4. EXI'I~NDTTIIRE AND INCOME MEASURES USED FOR THE \IARIOUS VERSIONS 
(MEASUR1.S DW.1.ATED bSlNG GDPDEPLATORj 

Note: For definitions, sce 1 ~ x 1 .  
Data source: RBI, Repor1 on Currency and 

1,777.09 546.09 1,684.54 2,711.92 
1,607.01 18t.21 1,775.92 2,649.40 
1,415.20 112.84 1,763.13 2,788.09 
2,034.83 871.32 1.935.69 4,236.61 
1,653.63 668.82 2,132.87 4,418.46 
1,678.53 1.282.21 2,079.51 4,609.89 
2.324.89 1,950.93 2,635.78 6,276.31 
2,123.37 1,742.03 2,730.05 6,318.1 1 
2,634.97 1,429.21 2,896.36 6,593.74 
2,795.92 1.674.25 3,209.94 7,005.71 
2,510.1 1 1,756.68 2,876.76 7,566.60 
3.997.84 2,354.84 4.290.28 9,773.36 
5,104.23 2,879.31 5,040.56 11,237.80 
5,348.63 3.084.75 4,994.83 11.755.91 
4,911.60 2,325.84 5,024.86 1 1,951.43 
6,241.00 3,447.42 4,892.36 13,192.92 
5,005.60 1,097.35 4,839.16 11,335.43 
4,179.83 1,019.35 5,106.30 10,069.')7 
4,782.04 1,494.82 5,337.08 11,552.56 
5,504.17 2,142.91 5,845.76 12,918.98 
5,882.73 2,412.76 7,000.47 15.244.07 
5,767.76 1,910.18 7,143.09 15,500.87 
5,060.95 1,684.75 6,491.66 13,832.37 
5,340.37 2,341.39 6,798.35 14,438.73 
7,144.21 3,318.53 8,638.07 18,552.27 
6,987.02 2.596.73 9,468.36 19.201.25 
6,844.30 2,932.92 9,677.84 20,607.96 
7,807.34 3,103.74 10,670.66 24,428.89 
7,501.02 2.720.01 10,730.66 21.404.45 
9,314.00 3,983.00 11,748.00 24,177.00 
8,460.92 3,903.93 11,819.59 23,991.88 
9,605.20 4.093.65 13,236.32 27.153.71 

10,930.54 4,891.27 14,408.83 29,437.25 
11,830.73 5,682.43 16,418.40 33,253.41 
13,036.55 5,388.02 18,723.27 34,402.13 
15,381.05 5,697.86 21,996.51 38,928.81 
16,558.47 5,368.72 22.481.73 38,606.96 
18,045.94 5,481.23 24,679.95 41,181.36 
19,309.41 5,804.77 28,421.63 46,812.74 
20,093.62 5,391.91 27,926.7 1 47,033.33 
20,186.33 4,466.61 27,259.25 44,862.00 

Finance, various issum. 



NATIONAL INTEGRATION AND THE LAW: 
BURNING ISSUES AND CHALLENGES 

Mohan K. Vyas 

The article analyses the process of national integration through law in India. The history of 
legis lation taken for the purpose is  traced from pre-Independence days. Abundant care was taken in 
the Constitution to ensure national integration. Yet, today all the legal measures appear to be 
counter-productive. Their irzudequacies and their consequences are pointed out. It is observed that 
not only the various legislatures but courts too have not been consistently following the goal of 
national integration. Provision of reservation in the Constitution was expected to be an effective 
equuliser but, unfortunately, the very provision has further divided the caste-ridden society. Politics 
of capturing power through pandering people's unreasonable demands, particularly of religious 
minorities or of secessionist regional and linguistic chauvinists, has not brought the constitution- 
makers' dream of national integration any nearer to realisation. 

I. lWTRODUCTlON elimination of various tyues of segregation. The 

The vast bulk of the people of India had lived 
for centuries with certain common fundamental 
values of life and norms of conduct. This condi- 
tion prevailed, despite the diversity of religious 
beliefs and practices. The people were able to 
absorb and assimilate all alien aggressors and 
their ideas. But, during thc last four decades or 
more, several divisive forces and fissiparous 
tendencies have emerged on the political level. 
The question of national integration has, there- 
fore, assumed considerable significance. 

National Integration means a process as well as 
a goal, by which all the people inhabiting a 
particular territory irrespective of their religious, 
ethnic and linguistic differences, strive to live 
together with honour and dignity; on the basis of 
certain shared traditions, experiences, common 
history and values. It presupposes diversities. It 
is  necessary that the parts should have a desire to 
be mutually helpful and complimentary. In the 
absence of this pre-requisite, there could be no 
integration. In a federal democratic country, 
wedded to the rule of law, national integration 
consists in ensuring justice to individuals, groups 
and regions, within the framework of its consti- 
tutional law. Justice signifies the incorporation of 
individuals, of different groups or nationalities, 
as equals into a national society. It also means 

-. - - 
government's own actions vis-a-vis its citizens, 
irrespective of caste, creed, race, religion, lan- 
guage and place of birth, ought to be just. Gov- 
ernment institutions, such as law courts and 
legislative and administrative bodies, ought to 
ensure the preservalion of justice. 

There are three aspects of justice: social, eco- 
nomic and political. Social justice means the 
prohibition of discrimination on any grounds 
creating artificial social barriers to integration, 
viz., untouchability, bonded labour, etc. As such, 
social justicedemandsequality along with liberty. 
For economic justice the state must make con- 
certed efforts to improve the lot of the down- 
trodden and weaker sections of the people. The 
state should ensure a substantial minimum wage 
and other incidental benefits to labour according 
to the capacity of each industry to pay. The 
national economy should be re-shaped in such a 
way that most of the benefits reaped are made 
available to the common man. Political justice 
means ensuring personal freedom and liberty to 
all citizens and groups, and fair participation of 
the people in the counuy's political life. Thus, 
political justice involves universal adult franchise 
and no.distinction on the grounds of religion, sex, 
caste, colour, etc., in matters of recruitment.to 
public services. 

With a view to securing such justice, the  

?his article is a summary of the book, Nafionol lnfegrafion and [he Law: Burning Issues and Challenges, by Mohan K .  
Vyas. Deep and DeepPublications. Dclhi, 1993. 

Summary by B.P. Patankar, Nagpur. 
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founding fathers incorporated in our Constitution 
certain fundamental rights for all citizens. They 
intended that a new social order would be created 
with common social, moral, ethical and economic 
values, which would forge a new sociological 
process leading to an integrated homogeneous 
community. 

The role of law as an instrument for maintaining 
peace and order in society, and as a means of 
furthering social solidarity and social engineering 
is highly conducive to the integration of a diverse 
society into a homogeneous one. As the objective 
of national integration is to do justice to indi- 
viduals and to groupsand regions within a society, 
law as a means of doing justice has unbounded 
scope. 

Law is not only a command or an external 
manifestation of power. It implies inner cohe- 
siveness also. The Austinian concept of 'habitual 
obedience' takes for granted a law abiding 
character. The American jurist, Leon Fuller, 
postulates inner morality as part and parcel of the 
very structure of law [Fuller, 1958, p. 6601. 
Natural laihr thinkers also look upon law as an 
aspect of the common elements and values in 

- human nature. Roscoe Pound's theory of social 
engineering as satisfaction of desires by balanc- 
ing of human interest on the basis of jural pos- 
tulates seems to .present this integrative role of 
law in -society [Pound, 1954, 4241. All other 
theories can also be interpreted as diverse exer- 
cises to prove the integrating function of law. The 
ultimate validity and success of law also depends 
upon the proper performance of its integrating 
function. 

Development of law is conditioned by a series 
of integrative demands made by society's eco- 
nomic, political, educational and religious insti- 
tutions. In such a situation, the purpose of law is 
to foster the values essential to social order, not 
by imposing one group's will on others, but by 
controlling, reconciling and mediating diverse 
and conflicting interests. In many areas of social 
life, such as education, race relations, housing, 
untouchability, protectionof the environment and 
of the weaker and downtrodden people, and land 
reforms, law has been relied upon as an instru- 
ment of change, modernity and integrity because 

of its operational, objective value orientation and 
goal approaches. It is admitted on all hands that 
to bridge the yawning gulf between the havesand 
have -nots in the social and economic fields, law 
has to play a greater role as an instrument of 
equalisation and redistribution. 

An important objective of national integration 
is value integration in a society having social 
economic, religious, linguistic and ethnic differ- 
ences. All the modem values which can usher in 
changes in a society are incorporated in the 
Constitution of India. It also lays down certain 
fundamental constitutional obligations on the 
citizens of India, which if inculcated and inter- 
nalised in their behaviour, could make India a 
culturally, socially and politically strong and 
united democratic polity. The Constitution is 
pervaded by the Indian spirit of comprehensive 
human concern, religious tolerance, pluralistic 
diversity and the essential unity. It calls for 
rationalisation, harmonisation and cooperation of 
those vital forces which regulate the ebb and flow 
of our national life. Law as a national integrator 
has thus a stupendous task to accomplish. 'Law 
is a means to promote a harmony of interests so 
that all interests in society are well served. Law 
further is meant to promote good-will and a sense 
of oneness among the people of a given country 
as also between the nations of the world' [Sethna, 
p. 1 11. 

Law, however, works under certain limitations 
which are inherent in human nature and organi- 
sation of society. New enactments always insti- 
tutionalise new patterns of behaviour manifesting 
new social values. At this stage, the effectiveness 
of law is impaired because i t  varies widely from 
the societal norms or because the law is not 
generally understood to be serving a shared goal. 
Law often fails because of its being ignored, 
poorly understood or nanowly construed. Poorly 
conceived, controversial or inappropriate legis- 
lation is often enacted but seldom successfully 
implemented at least in the short-run. 

Notwithstanding these limitations, it would be 
a folly to dub law as a nonentity in the process 
and task of national integration. Instead, law can 
be a friend, guide and guardian, if used purpo- 
sefully and promptly. 
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11. CONST~TUTIONAL PHILOSOPHY OF An equally important feature of the philosophy 
NATIONAL IN'I'EGHATION of national integration is the incornration of the - 

The Constitution in its preamble as well as in ideals of secularism and democracy in the Con- 
olher parts reverberates the theme of natianal stitution, so as to bring about an atmosphere of 
integration in an unambiguous terminology. The toleration, understanding and co-operation 
preamble expressly lays down the resolve of the among people irrespective of their religious and 
people of India 'to India into a saver- ethnic differences. In establishing a secular state, 
eign, socialist, secular and democratic lo the Constitution has maintained a careful balance 
secureto its justice, economic and between  he rights of the individual and the larger 
political; liberty of thoughl, expression, belief, interests of the community. There is no estab- 
faith and worship; equality of status and of lished slate religion; citizenshipis unrelatedtothe 

and to promote among them fraler- faith and creed of the individual (Articles 5 to  7). 
nity, assuring the dignity of the individual and the The preamble lhe Constitution 
unity and integrity of the nation'. declares an intention to ensure to all citizens, 

It is opined in Kesawanandals case that the liberty of thought, expression, belief, faith and 

unity and integrity of the nation constitutes the worship. The words 'Secular State' were not 

basic feature of the Constitution [AIR 1973 SC mentioned in the original Constitution but, 

146l.The inclusion of the word 'Fraternity' in the nonetheless, our constitution-makers wanted the 
establishment of such a state. preamble is intended to foster the spirit of 

The in Ahmedabad S,Xavier,s brotherhood which is essential for bringing about 
national integration in a country, composed of College v. State of Gujarat, explained the sig- 

nificance of the secular character of the Indian people of many races and The quin- polity thus, 'There is "0 mysticism in the secular 
[essence of the philosophy of national integration character of the State, Secularism is neither 
is incor~rated in preamble of the anti-God nor pm-God, it wests alike the devout, 
Integration the the agnostic and the It eliminates God 
Integration Council [1968I> according to which7 from the matters of the state and ensues that no 
'the foundation of our national life is common one shall be discriminated against on the ground 
citizenship, unity in diversity, CXlualit~, justice of religion. The constitution-makers were con- 
-social, economic and politica1- and fraternity scious of the d e p  attachment the vast masses of 
among all the communities' IGajendragadkat, our country had towards religion and the 
1974, p. 61, significant role it played in their lives. To allay 

Article 1 of the Constitution echoes the theme all apprehensions of interference by the legis- 
of unity in diversity wherein it declares, 'India, lative and the executive in ofreligion, the 
that is Bharat, shall be a Union of States.' This rights enshrined in ~ ~ ~ i ~ l ~ ~  25-30 were made a 
federalism is a strategy by which the dual part of the fundamental rights and religious 
objectives of unity and territorial diversity rooted freedom9 [AIR 1974 sc 13891, 
in the prevailing historic, cultural, racial, iin- Thus, the incorporation of secularism under our 
guistic, economic or geographical conditions in Constitution reflects among other things the 
India are sought to be s~nlhesised and assertion of the unity of India, which to some 
harmonised. The constitutional and legal provi- extent means the replacement of religious loyal- 
sions by which the principles of federalism have ties by tlational loyalties and the inalienable 
been maintained and the divisive forces of equality of all citizens of the Republic. 
communal, casteist, regional and linguistic fun- A democratic set-up furthers thc cause of sec- 
damentalism restrained are more fully discussed ularism and thercforeof national integration. Free 
in later sections. and fair elec~ions and competitive elcctoral 
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politics tend to breakdown ~ h c  isolation of coin- To rcalisc this, Articlc 38(1) ofthc Constitution 
munities and subjects coinmunal solidarity to directs the state to strive 'to promote the welfare 
heavy pressures. Thus, democratic politics forces of the people by securing and protecting as 
people to extend their area of concern and in the effectively as it may a social order in which 
process promotes integration. justice, social, cconornic and political, shall 

Equality is another basic postulate of national inform all the institutions of national life'. Article 
integration. It is idle to talk of national integration 38 cnvisagcs not only legal just1ce but sOciO- 
when our and economic suucture is economic justice as well. Article 38(2) directs the 

founded on inequality. The Constitution recog- state to strive 'to minimise the inequalities in 
income', and to 'eliminate inequalities in status, niscs all individuals as equal units of power, 
facilities and opportunities', not only amongst operating through a system of universal adult 
individuals but also groups of people residing in 

franchise* permitting the poliuca1 power different or in different vocations. 
from all the segmenuofthe society. At tbc same It is towards the attainment of these objectives 
time. it provides for a kind of protective dis- the process of planning has been oriented, 
crimination for those sections of society which economy rcsuuclured, right to proprly 
are backward and downtrodden. In r m l i t ~ *  diluted, public sector economy extended and a 
inequalities do exist- inequalities in social status, system of governmental regulation of private 
income, health, education and opportunity. Eco- economic enterprise created. Efforts have been 
n0mic inequalities in C O ~ ~ U ~ C L ~ O ~  wilh social constantly' made to improve the position of 
inequalities are antagonistic to social cohesion backward and economically weaker sections of 
and integration. To preserve the unity and integ- society. 
rity of the nation, concerted and planncd efforts Closely linked with creation of a just social 
are required for the upliftmcnt of backward order is the ownership and control of the material 
regions, castes and classes, and Scheduled Castes resources of the community. In this connection 
and Tribes, thus integrating them inlo the main- Article 39 provides that the state shall direct its 
stream of national life. polity towards, inler alia, operation of the eco- 

The attempt of the conslilution-makcrs was to nomic system in such a way as to eliminate 
create by legislative and measures c0n~~ntraliOn of wealth and means of production. 

under the various ~ ~ ~ i ~ l ~ ~  of the Cons~itulion, Article 39 docs not mean that the resources should 
viz., Articles 15(1) and (4) and 16 (1) and (4) and belong 10 the community as awhole*butthatthe~ 
cerain directive principles (Articles 37-50), such a e c W b k o f  producing for the cornmu- 

conditions of social and economic equality as nity. The word 'Socialist' was introduced by a 

would lead to the establishment of an egalitarian later amendment of the Constitution. However, 
that socialism was always thegoal isevident from 

society. Legislative and administrative measures various provisions of the directive 
had to be so designed as to resolve any conflict of policy. The amendment was only 
between differcntgrou~s* make and emphasisc urgency, Ownership, control and 
liberty available for all citizens, to do justice to distribution of productive for the 
all individuals and all sectionsof society, to make benefitand useof~hecommunityand the 
citizens realise that their basic privileges- edu- of a system of misuse of its resources for selfish 
cational, social and eC0n0mi~- are afforded to ends is what socialism is about and the words and 
them, that there will be cultural autonomy, that thoughtofArticle39(b)echo thatidea.Toachieve 
no body will besuppressed, and that a democratic the socialist goal, the material resources of the 
Constitution in the true sense of the term, will community should be equitably distributed. The 
march on from political freedom to economic Supreme Court held that it would not be correct 
freedom and equality. to construe the word 'distribution' in a purely 
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literal sense so as  to mean only division of a National Anthem is played. It would not be right 
particular kind or to a particular person. The word to say that disrespect was shown by not joining 
'distribution' does not mean that the property of in the singing [(1986) 3 SCC 6171. 
one should be forcibly taken over and distributed The Supreme Court has performed the role of 
to others, for that would be contrary to the ethos social enginccring by progressive and social 
of individual freedom. interpretation of the relevant constitutional pro- . 

Fundamental Dutics of every citizen were visions. Its role in curbing regionalism, casteism, 
incorporated in Part IV-A of the Constitution by communalism and linguism has been brought out 
the 42nd Amendment of 1976, with the objective in section IV. Of particular importance are its 
of instilling in the minds and hearts of the pcople decisions establishing a singleall-Indiadomicile, 
a fecling of unity, solidarity and cohesion vis-a- upholding agrarian reforms and protective dis- 
vis their nation and its culture and institutions. crimination in favour of the weak, and striking 
Some of these duties arc: to abide by the down restrictions o n  interstate trade as well as 
Constitution and respcct it5 ideals and institu- legislation or rules resulting in discrimination 
tions, the National Flag and ihe National Anthcm; based on religion, sect, language, rcgion or  gen- 
to uphold and protect the sovcrcignty, unity and der. Social enginecring has emerged as an 
integrity ofIndia; todcfend thccountry andrendcr imporrant device of national integration through 
national servicc when callcd upon to do so; to harmonious judicial technique and crcativity of 
promote harmony and brothcrhood among all the the Suprcmc Court. In resolving the problems of 
people of India; to renounce practices derogatory independent India, the Court has identified itself 
to the dignity of women; to value and preserve as the reformer, promoter and harbinger of social 
the rich heritage of our composite culture; to good, common welfare and social justice in 
develop ascicntific temper, humanism anda spirit accordance with the constitutional philosophy of 
of inquiry and reform; to safeguard public prop- democracy, socialism and secularism. While 
erty and to abjure violence; and to strive towards protecting the rights and intcrcsts of various 
excellence in all spheres of individual and ethnic, linguistic and religious minoritics it has 
collectiveactivity so that the nation rises tohigher always put national interest over and above all 
levels of endeavour and achievement. other interests. 

The Constitution does not make any provision 
for the direct enforcement of these duties but 111. IXI<QUAI,I'VY, LAW AX11 

NA'I'IOSAI, IS'I'E(:KA'I'IOS 
reminds us that national intcgrity and cohesion is 
possible only if the citizens abide by them. As 1. Historical Survey 
regards enforceability of these duties in courts of 
law, lustice ~ h ~ ~ ~ ~ ~ ~ i  observed in S.P. cWlu A survey of thc various kinds of inequalities, 
and others v .  Union ofIndia that bany member prevalent in the traditional Indian society is 
of the having sufficient interest can necessary for understanding the needs of national 
maintain an action for judicial redress for public integration. 

injury arising from breach of public duty or from 
(i) ,nequaliles on violation of some provision of the Constitution or 

the law and seek enforcement of such public duly ~ h ,  earliest refercnce caste is found in the 
and observance of such constitutional or legal purusha-sukta, a hymn in ~ i ~ - ~ ~ d ~ ,  according 
provision' [AIR 1982 SC 1881. to which Brahmins came from the mouth, 

In mother case* a two Judge Bench of the Kshatriyas from the arms, Vaishyas from the 
~ ~ p r e m e  Court took cognisance of the funda- thighs and Shudras from the feet of the Kal- 
mcntal duty to show respcct to the National purusha. ~t was only during the  Samhita and 
Anthcm. It held that proper respect should be Brahmana pcriod (800-400 B.C.) that the first 
shown by standing up with the others, when thc three varnas becnmc more or less fixed and 
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differentiated with respect to their privileges and 
duties. However, the concretisation of the varnas 
into a rigid socio-legal order took place only 
during the Dharmashastra period (200B.C. -200 
A.D.) The unrivaled position of Manu Smriti 
among the Dharmashastra encouraged the ossi- 
fication of the varna system. Generally speaking, 
the caste of a person was an important factor in 
determining his criminal liability. According to 
Manu, the murder of a Brahmin was the greatest 
sin a person could ever commit, whereas the 
killing of women, shudras, and vaishyas was 
categorised as a minor offence. Differentiation in 
punishment was also noticed. In the case of 
adultery, if a shudra was found guilty of inter- 
course with a woman of higher caste, if she was 
unguarded, the offender wasliable to losenot only 
his offending part, but also his property; if she 
was guarded, then he was required to lose 
everything including his life. Even among the 
shudras, there were certain groups considered as 
untouchables (Chandalas). Generally, the unto- 
uchables were engaged in unclean occupations 
like scavenging, tannery and other unhygienic 
works. Andre Beteille opines that a significant 
featureofinequalities basedon casle was that they 
were cumulative and were harmonic with eco- 
nomic inequalities [Beteille, 1972, p. 251. 

(ii) Slavery 

As in other ancient civilizations, the institution 
of slavery was widespread in India till its abolition 
in 1843. Manu hasnarratedseven modes by which 
a pcrson could become the slave of another. The 
governments of native states like Travancore and 
Cochin-owned a large number of slaves. The 
Indian form of servitude was closely connected 
wilh the caste system. The practice of selling 
marricd women by their husbands in several 
districts of Bengal Presidency was common. Even 
selling oneself in slavery when in distress was 
prcvalent. Slavery was finally abolished in British 
India by Act V of 1843. The Indian Penal Code 
of 1860 made it a penal offence to buy or sell 
slaves. 

(iii) Inequalities Based on Sex 

The status and position of woman under the 
Shastric Hindu Law was precarious as she had to 
suffer many disabilities. An oft-quoted verse of 
Manu says that a woman is never fit for inde- 
pendence, because her father brotects her in 
childhood, her husband in coverture and her sons 
in old age. Even among women, there was 
inequality. A Brahmin girl was legally permitted 
to marry only a Brahmin male. The Shastras did 
not recognise divorce for the three higher varnas. 
However, the customary law among shudras 
generally permitted them to divorce each other. 
A man could legally indulge in polygamy, but a 
woman could havc only onc husband. Among the 
f i s t  three higher castes, the re-marriage of wid- 
ows was unknown, whereas no such disability 
was suffered by the womenfolk of lower castes. 
Women had also no right of inheritance except by 
way of limited estate. The practice of sati and of 
fernale infanticide, widespread in the northern 
and north-western parts of India, further wors- 
ened the status of women. 

(iv) Land Conlrol and Economic Inequalities 

The permanent sctrlemcnt introduced by the 
Warren Hastings in the British Bengal erected a 
new type of institution known as Zamindar who 
was empowered to evict a tenant at his will. An 
analysis of the land transfers between 1705-1 850 
in the districts of Benaras, Ghazipur, Jaunpur, and 
Minapur indicalcd that approximalcly 41 per 
cent of the land transferred went to families whose 
principal occupations were moneylending, ser- 
vice and law. The new purchasers were mostly 
absentee landlords. Generally, the untouchables 
and other low caste persons were prevented from 
buying land even when they could afford to 
purchase. They wcrc forced to remain at work on 
the land as landless labourers. They werealso not 
allowed to enter into those occupations which 
were rescrvcd for members of the higher castes. 

(v)  Political Disabilities 

Untouchables were givcn no place in the poli- 
tics, administration or the general governance of 
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India. official facilities. Various schemes werc prepared 
for the improvcmcnt in the conditions of Hari- 

2. Legislation during the British Rule jans. The Govcrnmcnt of Madras by the Malabar 
Temples Entrance Act opened the doors of Hindu 

With the advent of the British, the policy of places of worship for all members of untouchable 
equality towards all its subjects was declarcd by classes. 
the Charter of 1833 and the Proclamation of 1858. 
The administration proceeded to enact laws to 3. Legislation after Independence 
remove certain social evils. Thus: (i) The Aboli- 
tion of Sati Act, 1829, was passed due to the (i) Constifutional Provisions 
efforts of William Bentick and Raja Ram Mohan 
Roy. (ii) The Indian Slavery Act, 1843,prohibited The Constitution guarantees the right to 
the sale of a person and compulsory labour. Thc equality through Articles 14 to 18. Article 14 
law was later adopted in the Indian Penal Codc. outlaws discrimination in a general way and 
(iii) The Castc Disabilities Removal Act, 1850 guarantees equality before law to all persons. 
stressed that no person shall be deprived of any Article 15 prohibits discrimination on grounds of 
proprietary right on the ground of religious religion, race, castc, sex or place of birth. Article 
exclusion and deprivation of caste. This legis- 16 guarantees to the citizens of India quality of 
lation was applied to both Hindus and Muslims. opportunity in matters of public employment. 
(iv) The Hindu Widows' Remarriage Act, 1856 Article 17 abolishesuntouchabilityand Article 18 
permitted and legaliscd Hindu widows' remar- abolishes titles other than a military or academic 
riagc. Childrenof such marriages were entitled to distinction. 
acquire their status and property rights. (v) The Political equality is secured by providing spe- 
Female Infanticide Prevention Act, 1870 not only cia1 representation t politically powerless groups 
prevented this inhuman act, but also initiated such as the Scheduled Castes and Scheduled 
measures regarding registration of birth, mar- Tribes, in thc Icgislativc bodies. Social and eco- 
riages, deaths anti limivation of cxpcnscs on nomic equality is inlcndcd to bc achieved by the 
marriage cercmonics. (vi) The Special Marriagc statc in pursuance of the directive plinciplcs of 
Act, 1872 permitted inter-religious marriages and thc state policy contained in Chapter IV of the 
provided a form of marriagc for those whodid not Constitution, which commands the state to 
belong to any recogniseci religion. This Act pro- remove existing socio-economic inequalities by 
vidcd protcction from forfeiture of  the rights of special measures. 
succession. (vii) The Hindu Inheritance 
(Removal of Disabilities) Act, 1928 confined the (ii) Philosophy of Right to Equalify 
groundsof exclusion from inheritance to only two 
disabilities, namely, congenital lunacy and From the point of view of integration, the 
idiocy. (viii) The Hindu Women's Right to provision of Article 14 does not ensure absolute 
Property Act, 1937 cnablcd a woman to have a equality for all citizens in all circumstances. It is 
share equal to that of a son in the property of her a guarantcc of their cquality as human persons, 
deceased husband. (ix) The Hindu Marriagc not to bc treated as inferior or superior to other 
Disabilities Removal Act, 1946 provided a legal intfividuals in ~ h c  community. In [he very nature 
validity to those marriages which are contracted of things, the society being composed of 
bctwcen persons belonging to the same Gotra or unequals, a welfare state will have to strive by 
Pravar or belonging to the various sub-divisions both excculive and legislative actions to help the 
of the same caste. (x) Mcasures taken for the less fortunate in the society to ameliorate their 
upliftment of untouchables included: the Gov- conditions so that thc prevalcnt social and eco- 
ernment of India Act of 1935 which providcd for, nomic incqualitics in the society could be nar- 
a Schedule for all untouchable classes to bc rowed. Classification of individuals for positive 
prepared with the intcntion of providing lhcm assislance is permissible but it must be based on 
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some real and substantial distinction, a just and 
rcasonablc rclation to thc objccu sought to be 
attained and cannot be made arbitrarily and 
without any substantial basis. Thc SuprcrncCourt 
observed in Ajuyl-lusiav. KhalidMujib, 'Equality 
iq a dynamic concept with many aspects and 
dimensions. From a positivistic point of view 
equality is antithetic to arbitrariness. In fact 
equality and arbitrariness are sworn enemies. 
Where an act is arbitrary, i t  is implicit in it that it 
is unequal both according to political logic and 

the state. Article 16(2) rules out some bases of 
c~assification, including race, caste, descent, 
placc of birth, ctc. Thus, these two clauses of 
Articlc I6 postulate thc universality of Indian 
citizenship. As thcre is one common citizenship, 
residence qualification is not required for service 
in any state. 

(iv) Reservations in Legislative Bodies, Educa- 
lional Institutions and Services under [he State 

constitutional law and is. therefore, violative of The Constitution visualises an integrated soci- Article 14, and if it affects any matter relating to 
public employment, it is also violative of Article ety based on equality, liberty, justice and broth- 

16' [AIR 1981 SC 4877. erhood. On the other hand, the Scheduled Castes, 

The doctrine of classilica~ion and that of arbi- Scheduled Tribes and other backward classes 

mriness conslitUte two different but useful suffer from historical injustices. To combat lack 
dimensions of the doctrine of and could of p0litiCal power of these groups, Ieservations in 

be usefully employed to serve the larger interests State legislatures and in the Lok Sabhahave been 
of the weak, vulnerable and exploited classes of provided by Articles 330 and 332. To promote 
society. ~ ~ t h  are useful in advancing the cause of equality and to eliminate inequality in social and 
egalitarianism and in promoting national inte- economic fields, reservations for these groups of 
gration. people have been made for pursuing higher 

education under Articles 15(1) and (4) of the 
(iii) Equality .and Desegregation Constitution, as well as under Article 16(4), for 

giving thcm adequale representation in services 
Article 15(1) prohibits discrimination on the of the state. Thc rationale bchind such reserva- 

grounds only of religion, race, caste, sex, place of tions in le@slalivc bodies, in educational insti- 
birth or any of Lhcm. Thus the principle of tutions and in scrvices under the state is that in 
non-discrimination has been firmly accepted. In coU,, of time these persons will be able to stand 
this clause the significance of the word 'only' in equal position with the more advancedsections 
needs emphasis. The Article permits discrimi- of the society. 
nation on other grounds like poverty. In 1951, the Supreme Court had held in Stateof 

15(*) guarantees a citizen's right of v. Dorairajon that the sfate 
access to shops, public resmuranlr, hotels, etc., was not entitled to make any reservation in 
and the use of wells, tanks, bathing ghats, roads educational institutions in favour of any back- 
and places of public resort maintained wholly or 
partly out of state funds or which have been ward class of people, as it would amount to 

dedicated to the use of the general public. This contravention of the fundamental rights of the 

right is available against private citizens or citizens of India [AIR 1951 SC 2261. Conse- 
groups. However, this constitutional protection is quenLly, by the First Amendment to lhe Consti- 
unavailable against certain acts of individuals. tution, clause(4) was added to Article 15 to enable 
Thus, the landlord of a house may choose his the Slate to make any special  provision^ for the 
tenants on the basis of religion or caste, or a advancement of any socially and educationally 
private employer may choose his employees on backwardclasses. Article 16(4)also provides 'for 
the basis of kinship. reservation of appointments or posts in favour of 

In matters of public employment, clause (1) of any backward class of_ citizens which, in the 
Article 16 clearly provides for equality of opinion of the state, is not adequately represented 
opportunity to all citizens in the services under in the services under thestate'. 
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( v )  Social Backwardness and Poverty Test nonetheless, opined that reservation for any 
purpose in excess of 50 per cent is not valid [AIR 

The tests to be applied for determining back- 1981 sc 2981. 
wardness of a class of citizens, for purposes of . . 
protective discrimination under Articlcs 15(4) (viii) perpeluulion of~eservulion und Narional 
and 16(4) have continued to be under judicial Inlegration 
rcview. The Sunrcme Court has Laken note of the 
fact that thcre &e numerous castes in the country 
which are backward socially and educationally. 
Therefore, if an cntire caste is found to be socially 
and educationally backward, special provisions 
or reservations for it would not violate Article 
15(1). Though in the ultimate analysis, poverty is 
the cause of social and educational backwardness, 
poverty in  rural areas cannot be the basis of 
classification to support rescrvation for rural 
areas. 

(vi) Backwardness is  not a Slutic Concept 

The reservation provisions which were origi- 
nally temporary have become a permanent Tea- 
turc. Thcy have also not brought about the 
cherished objective of bringing these classes into 
the mainstream of public life. As more and more 
privileged groups arc created on the basis of caste 
and othcr considerations, more and more divisive 
forces are unleashed in the body politic. The 
political process has become subservicnt to caste 
loyalties, and the cffectiveness of reservation as 
a social enginccring device is often questioned. 

The Supreme Court has clearly laid down in the 
case of A. Periakaruppan v. State of Tamil Nadu (ix) of Reservations 

that no class is to be treated as backward for all 
the time. Once a class reaches a take-off stage, It is worthwhile to evaluate the operation of 
then competition is necessary for their future reservations for backward classes. It has been 
progress [AIR 1971 SC 2303 at p. 231 11. pointed out that of the 370 backward castes and 

sub-castes only ninc managed to create a virtual 
(vii) Limitations on Reservation under Articles monopo~y for thc,nse~vcs in  ~ ~ ~ i l  ~ ~ d ~ .  ~h~~~ 
16(1) and (4) nine castcs constituting 11.3 per ccnt of the 

Reservation for backward classes in appoint- 
mentsor posts isnot without 1imilation.Therearc 
two conditions subject to which the power of 
reservation has to be exercised, i.e., (a) it is to be 
seen that by excessive reservation the guarantee 
enshrined in clause (1) of Article 16 is not 
rendered illusory; and (b) in making such reser- 
vation, the policy of the state should be consistent 
with the maintenance of efficiency of 
administration as enjoined by Article 335 of the 
Constitution. The Supreme Court has, however, 
in different cases, upheld reservations in each 
separate grade of service, and in selection posts. 
They have upheld the relaxation of two ycars 
granted to employees from Scheduled Castes and 
Schcdulcd Tribes for passing promotion tcsts and 
the general reservation of 15 per cent and 7.55 per 
cent posts for candidates belonging to Scheduled 
Castes and Schcdulcd Tribes, respcctively. It has, 

- 
backward class population secured 37 per ccnt of 
the non-gazcttcd and 38 pcr ccnt of thc gazetted 
posts in thc sixties. Similarly thcy got 44.3 per 
cent of the engineering and 47.3 per ccnt of the 
medical seats. On the other hand, seven castes 
which constitute 12.1 per cent of the backward 
castes held 1.9 per cent of the non-gazetted and 
0.9per centof thegazetted posts. It hasbeen noted 
that children of millionaires, industrialists, doc- 
tors, engineers, senior officials and big busi- 
nessmen, calling  hemse elves backward, comer 
most of thc concessions. Evcn in the case of 
Scheduled Castes, thc 26th Report of the Com- 
missioner for Scheduled Castes and Scheduled 
Tribes revealed the magnitude of inequalities 
among thcsc communities and called for a posi- 
tive discrimination in favour of the backward 
sections of thcse communities [GOI, 1980, p. 
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1881. The whole policy of reservation calls for a 
fresh, more equitable, judicious and rational 
approach and classification. 

(x) The Protection of Civil Righfs Act (PCRA), 
1976 

This is the amended version of the Untouch- 
ability (Offences) Act 1955. It makes all mani- 
fesiations of the practice of untouchability 
punishable offences. From 1955 to 1976 an 
average of 976 offences per year were registered. 
During the next six years this average increased 
by more than four times, i.e., 4,256 per year. 

The Elyaperumal Committee identified the 
following impediments in the working of the 
Acts. (1) Lack of awareness- only 43.8 per cent 
of the beneficiaries were aware of the provisions 
of the Acts. (2) Delay in the disposal of cases. (3) 
Light punishments- in 73.9 per cent of proved 
cases, the accused were let off with small fines. 
(4) The rate of acquittals was as high as 45.2 per 
cent. In the enforcement of the religious rights 
under the Act, the rights of 'denominational 
groups' sometimes tended to defeat the objective 
of the Act. For example, if a member of the 
Scheduled Caste is denied admission to a Jain 
temple, he has no remedy under the Act [Elyap- 
erumal, 19651. Prior to the amendments in 1976, 
the courts took the view that all nonJains could 
notclaim theright of entry intoa temple dedicated 
to the member of one sect alone, and therefore, 
no offence was committed under the provisions 
of the Act. In 1976, Parliament amended the Act 
to make its enforcement more stringent. 
Enforcement of religious and social disabilities is 
punishable now with imprisonment for not less 
then one month and not more than six months, 
and also with a fine. Explanation 1 to Section 10 
inserted by the amending Act specifically pro- 
vides that if a public servant wilfully neglects the 
investigation of an offence punishable under the 
Act, he would be liable to punishment as an 
abetter. 

Notwithstanding these legislative efforts, the 
practice of untouchability continues unabated 
even though in an attenuated form. This is because 
the Scheduled Castes are generally engaged in 

unclean and low-paid occupations in the unor- 
ganised sector. That renders them an easy prey to 
social and economic exploitation. The efforts of 
the state are directed more to elitist aspects of 
political and job reservations and only marginally 
touch the problems of the poorest of the poor 
among the Scheduled Castes. 

(xi) The Scheduled Castes and Scheduled Tribes 
(Prevention of Atrocities) Act, 1989 

This Act specifies a whole new range of 
offences, provides stiff penalties and special 
courts. It provides a mandatory imposition of 
death sentence where the intentional giving of 
false evidence results in conviction andexecution 
of an individual from scheduled groups. Also, if 
atrocities involve land disputes the courts are to 
presume that the offence was committed in pur- 
suance of a conspiracy. The Act provides for 
externmentof any onelikely tocommitan atrocity 
in the scheduled and uibal areas specified under 
Article 244 of the Constitution. 

The Act is not only a penal policy measure, but 
states are required to ensure prevention of auo- 
cities and to assist the victims. Legal aid and 
travelling and maintenance allowances during 
investigation and trial have now to be provided. 
Identification of atrocity-prone areas and adop- 
tion of safety and preventive measures are to form 
a part of the scheme. The Act came into force on 
30.1.1989. It is too early to draw any final 
conclusions about the success or otherwise of the 
Act. 

(xii) The Bonded Labour System (Abolition) Act, 
1976 

The object of this Act is  to provide for the 
abolition of the bonded labour system. The defi- 
nition of bonded labour is wide enough to cover 
every type of activity which is  in the nature of 
bonded labour. It particularly covers the render- 
ing of labour by an indebted or obliged person for 
no wages, in the form of repayment of some debt 
or obligation. The Act mainly roots out the 
bonded labour born of indebtedness. It is only a 
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rescue measwe and not a remedy for the diffi- departments practise gender based inequality. 
culties arising out of social and economic com- The Indian Foreign ServiceRules, 1961 provided 
pulsions. that no married woman, as of right, would be 

entitled to be appointed to the service. Further, 
(xiii) Legislation for Women women members of the service were required to 

give an undertaking that they would resign,if their 
(a) Prostitution family and domestic commitments were in con- 

flict with the performance of their duties. No such 
Article 23 of the Constitution prohibits tralric rules were applicable to male officers. The 

in human beings. There is also the Suppression of Supreme Court termed these provisions as vio- 
Immoral Traffic in Women and Girls Act, 1956 lative of Articles 14 and 16 of the Constitution, 
(now the Prevention of Immoral Traffic Act, in its judgment in Muthamma's case [(1979) 4 
1986) under which state governments are to make SCC 2601. It was then that the government stated 
rules for its smooth implementation. that the rule was being deleted. Some discrimi- 

natory rules applicable to air hostesses of Air 
(b) Dowry India were also struck down by the Supreme 

Court, as violative of Article 14 of the Constitu- 
Under the Dowry Prohibition Act, 1961, the tion. 

giving and taking of dowry is punishable with 
imprisonment upto six months or a fine of five (e)  The Equal Remuneration Act, 1976 
thousand rupees or both. The Act has so far 
remained a dead piece of legislation, bccause (i) Another area in which the gender based dis- 
offences under the Act are non-cognizable, and crimination is widely practised is in the payment 
(ii) it is unreasonable to expect that the father of of less wages to women workers for the  same or 
the girl who has paid dowry would lodge a similar kind of work. The Equal Remuneration 
complaint, ignoring the interests of his own Act casts a duty on the employer to pay equal 
daughter. To deal with this problem effectively, remuneration to men and women for the same 
the Committee on the Status of Women has work, or work of similar nature. It also lays down 
suggested that the offences under the Act should that an employer shall not make any discrimina- 
be made cognizable, that the display of dowry tion against women in the matter of recruitment. 
shouldalso be madean offence, etc. Someof their This Act has not worked well in practice. In one 
suggestions have been incorporated in the later case, the Supreme Court was unable to give any 
amendments relief as the wage rates had been fixed after 

negotiations with the concerned Trade Union. 
(c )  The Commission of Sati Abolition Act, 1987 Generally, trade unionsare male-orientedand are 

active only in the organised sector. Women are, 
Although the custom of Sati was abolished on the other hand, largely employed in the 

during the days of Lord Cornwalis, it has again unorganised sector. It is necessary for women to 
revived in recent years on account of social have their own trade unions and for the state to 
pressures, This led Parliament to enact the initiate measures to train and encourage women 
Commission of Sati Abolition Act, 1987. The Act to organise themselves and to have their repre- 
inter alia punishes glorification of the custom of sentatives in policy-making bodies, The state 
Sati; the guilty person would also be debarred should also devise legal support for this purpose. 
from contesting any election. 

(xiv) Legislation Regarding Inequalities of 
(d)  Women and Employment Property and Income 

Although the Constitution provides equality in   he effects made by the state to lesson these 
all walks of life, a number of government inequalitiesare discussed below: 



VOL. 7NO. 2 NATIONN. IN'rEGItA'I'ION AN11 'I'IIE LAW 307 

(a)  Inequality of Properly (iii) that it permits the confcrmcnt of large amount 
of powcr and wealth on persons who arc incom- 

The 44th Amendment to the Constitution pctcnt or unprcparcd to util isc it. One extreme step 
deleted the right to property as a Fundamental that has bccn suggested by hard core socialists is 
Right. Thisconstituteda significantdevclopment the abolition of the institution of inheritance. 
in the context of eradication of inequalities in the However, in practice, no state, whether socialist 
agrarianstructure in India. Article 3 1 B introduced or democratic, has adopted the policy of abo- 
by the First Amendment provides that none of the lishing inheritance. Only some palliative mea- 
Acts mentioned in the Ninth Schedule to the sures likegift tax, wealth tax and estateduty have 
Constitution shall be deemed 10 be void on the been t&cn. These have been of little help in 
ground that they infringe the Fundamental Rights. lessening the inequalities. 
Since the early fifties, 169 agrarian reform laws 
have been protected by their inclusion in the Ninth (b) l n e q u a l i ~  oflncome 
Schedule of the Constitution. The introduction of 
tenancy reforms secms to have mixed benefits. In oneofthebasic causeso~inequa~itieso~income 
many areas, landlords evicted tcnants, in antici- is the unequal disuibution of the resources of the 
pation of these reforms. Their introduction thus economy. ~ ~ ~ d ~ k ~ ~  and ~~~h rightly observed: 
led to an increase in the number of landless the root of the inequitable distribution of the 
labourers. national product is the inequitable dis~ibution of 

While sustaining the constitutional validity of ,,,, of production7 [Dandekar and Rath, 
certain legislations pertaining to the agrarian 1971 ,. 

lhe in Kesa- With 20 cent of the rural households owning 
wamnda Bharati's case that without a dynamic only I cent of the nrrsl assets and with 
programmeof agrarian it wasnot~oss~ble pay-scu]es in the unorganised sector being very 
to change lhe face India and upgrade low, the is inequalityofincomes.This could 
the standards of living in the villages. 

In colonial India there were marked disparities be reduced by lowcring the gap in structures 

in ownership of agricultural land. To rectify these through greater government assistance and by 
raising minimum wages. In this connection, the disparities, ceilings on agricultural holdings were Minimum Wages Act, 1948 empowersthecenudI 

enacted by most states by 1961. But these were 
evaded and indifferently implemented. The ceil- and state governments to fix different minimum 

ings fixed were found to be high and not much wages for different employment. In Peoples 
surplus was realised and distributed. So far about Union for Demorralic Rights v Union of india, 
47 people - largely landless workers, espe- the Supreme Court held that if a worker provides 
cially those belonging to scheduled castes and labour or service for less than minimum wages, 
scheduled ~ ~ i b ~ ~  - have bcnefitcd from the such labour would clearlycome within the ambit 
disuibution of surplus land, but luge of of forced labour prohibited under Article 23 of 
the land declared surplus have remained undis- the Constitution [(lgg2) SCC 2581. 
tributed due to litigation. There are two views about the feasibility of 

The Madhya Pradesh Government has by having a uniform national mi?Iim~m Wage. In 
mending its ceiling laws given possession of view of thevastnessof thecountry anddifferences 
disputed land to landless people. This example in the levels of development in industries and 
could be followed by other governments. The regions, the National Commission on Labour felt 
extent to which inherited wealth contributes to that a uniform national minimum Wage would be 
inequalities in India does not appear to have yet untenable. The Bhootalingam Committee, on the 
been fully discussed. The case against inheritance other hand, observed that the real minimum wage 
lies on three counts (i) that it widens inequalities could only be the absolute national minimum, 
ofincomesand wealth, (ii) that it affects the basic irrespective of seclor, regions or states, below 
democratic ideals of equality of opportunity, and which no clnploytncnt should be permitted. 
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In contemporary India, the generation of black into account as cxpcnditure incurred by the can- 
money is responsible for the erosion of the pur- didate. This complctcly frustrates the object of 
chasing power of honest tax paycrs, as well as, of prescribing a ceiling. An explanation was added 
those living below the poverty line. The Special to section 77 of the Representation of the People 
Bearer Bonds(Immunities and Exemptions) Act, Act, 1951 by the 1974 Amendment. It provides 
1981 was enacted with the objective of canalising that any expenditure incurred in connection with 
black money for productive purposes. The con- the election of a candidate by a political party, 
stitutional validity of the Act was challenged on association, body of persons or an individual 
the ground that it violated Article 14 of the (other than a candidate or his authoriscd agent) 
Constitution and also offcncicd against morality shall not bc dcemcd to have been expenditure 
as it conferred on dishonest tax evaders immu- incurred by the candidate. 
nities and exempions which were denied to the The Election Commission in a report in 1989 
honest tax payers. The Supreme Court by a while discussing 'the display and use of money 
majority decision upheld the legislation and power during the election' expressed itself 
observed, 'We are concerned here only with the against this liberalisation and urged for the 
constitutional validity of the Act and not with its curbing of money power so that i t  could not be 
morality' [(1981) 4 SCC 6751. misuscd for organising lavish campaigns or booth 

~~~~~~i~ disparities in lndia are due mainly lo capture or rigging or for other malpractices. The 
unemployment, undcrcmployment and low pro- Election Commission also felt that sooner or later, 

ductivity of labour, as well as, evasion of it would be necessary to evolve a scheme which 

These do not strictly lie in the domain of would operate to shift the burden of legitimate 

law-making but in the implcmcn~ation of eco- elcction expenses to the state. While discussing 

nomic policics and laws. Nonetheless, thesc arc the cffcct of iney ualitics on the political process, 

potent enough lo crodc the boncis of Sratcrnity, Dr. Ambedknr observcd in the Constituent 

equality and justice and to rctiud thc proccss of Assembly forty ycars ago that, 'We must remove 

national integration. this contradiction at the earlicst possible moment 
or else those who suffer from ineaualitv will blow 

(XV)  Inequalities in Electoral Process 

Economic inequalitics as in the case of back- 
ward classes, and inequalities of status as in the 
case of Scheduled Castes or women, adversely 
affect the participation of thcse groups in the 
political process. Economic dependence and 
minority status sometimes prevents l-larijans 
from exercising thcir franchise. This in turn 
results in the neglect of measures necessary for 
removing the injustices suffered by them. If 
equality of opportunity in the political process is 
to be achieved and representative participation 
without the constraints of money promoted, 
lowering the ceiling of election expenditure is 
necessary. Low ceilings for election expenses 
become difficult to enforce due to falsification of 
accounts. The second mode in which the ceilings 
for election expenses are evaded i s  that the , 
amounts spent by the party, as distinguished from 
the candidateor his authoriscd agcnt,are not vaken 

. . 
up the structure of political democracy which the 
Asselnbly has so laboriously built up' [Ambed- 
kar, 1962, p. 4121. This warning, though admin- 
istered forty years back, applies with equal force 
today. 

IV FUNDAMENTALISM, LAW AND 
NATIONAL INTEGRATION 

The term 'fundamentalism' implies (i) the strict 
adherence to traditional orthodox tenets (e.g., the 
literal meaning of scriptures which are held to be 
fundamental to Christian faith), and (ii) opposi- 
tion to liberalism and modernism [Shorter Oxford 
English Dictionary]. In its classical sense the term 
'fundamentalism' is associated with religious 
bigotry, but owing to usage its meaning in con- 
temporary social sciences, is extended toall kinds 
of narrow and sectarian outlook i n  human affairs, 
an antithesis of liberalism, rationality, social 
change and liberal jurisprudence, and is, there- 
fore, detrimental to national unity and integrity. 

The commitmcnt of thc Constitution is to the 
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values of democracy, equality, fraternity, secu- could be arrested without warrant and could be 
larism, rule of law, etc. Moreover, the inclusion punished for their acts of criminality without 
of certain fundamental rights and duties of the proof of mens rea by imprisonment which may 
citizens in the Constitution, mentioned earlier in extend to three years. On sundry occasions, the 
this paper, constitute a rejection of fundamen- national institutions, monuments, flags, national 
talism . anthem, etc, were insulted by Akali Morcha 

The urgent problem of the contemporary social agitation, the Naga Secessionist Movement, the 
situation in India is the transformation of the Mizo Insurgency, the Azad Kashmir Front or 
individual from a member of a tribe or village or Pro-Pak rallies and earlier during the language stir 
a caste, creed or language group to a citizen of in the South. Could these acts be permitted as the 
India, owing allegiance to the norms and values exercise of the right to freedom under Article 19? 
of the Constitution. The feelings of parochialism, Should these acts be deemed to be a contempt 
communalism, and casteism prevent the growth against the Constitution? Until the matter is 
of aspirit of healthy nationalism and harmonious decided by the High Courts and the Supreme 
relations among various communities. To curb Court, such acts could be punishable under sec- 
these fundamentalistic attitudes in action, the tion 124A of the Indian Penal Code. A full bench 
Indian Penal Code under section 153(B) provides of the Madras High Court had occasion to 
that whoever (a) makes or publishes any impu- consider a case pertaining to the unlawful acts of 
tation that any class of persons cannot, by reason ten mcmbers of Tamil Nadu Asscmbly, who had 
of their being members of any religious, racial, burnt copies of the Constitution in the course of 
languageor regional group or caste or community an agitation. Howevei the Court confined itself 
bear true faith and allegiance to or uphold the only to the question of a breach of the privileges 
sovereignty and integrity of India, or (b) asserts, of the Assembly and declared the seats of these 
counsels, advises, propagates or publishes that MLAs vacant. The Court did not deal with the 
any class of persons shall, by reason of their being question of violation of the provisions of the 
members of any religious, racial, language or Prevention of Insult to National Honours Act, 
regional group or caste or community be denied 1971. 
or deprived of their rights as citizens of India, or There was a case in Kerala in which students 
(c) makes or publishes any assertion, counsel, belonging to the sect called Jehoveh's Witnesses 
plea or appeal, concerning the obligation of any refused to sing the national anthem. In that case, 
class of persons by reason of their being members reconciling the duty of every citizen of India to 
of any religious, racial, language or regional respect the national anthem (Article5 1-A)and the 
group or caste or community, and such assertion, freedom of religious belief (Article 25), the 
counsel, plea or appeal has caused or is likely to Supreme Court observed that, 'if proper respect 
cause disharmony or feeling of enmity or hatred is shown to the National Anthem by standing up 
or ill will between such members and other when the National Anthem is sung, it will not be 
persons shall be punished with imprisonment right to say that disrespect is shown by notjoining 
which may extend to three years or with fine or in the singing' [(1986) 3 SCC 6171. 
with both. 

To foster respect for national honour and for the In India the fundamentalistic attitudes and 
symbols of national unity and integrity, Parlia- behaviour could be broadly classified under (i) 
ment has enacted the Prevention of Insult to communalism, (ii) casteism, (iii) regionalism, 
National Honours Act, 1971. This Act forbids the and (iv) linguistic fanaticism. 
commission of any acts of burning, destroying, 
mutilating, defacing, defiling, disfiguring, tram- (i) Communalism 
pling of the Constitution and the national flag. 
These acts include even speech and intentional Communalism is the belief, that becauseagroup 
refusal or prevention of singing of the national of people follow a particular religion they have 
anthcm. The pcrsons guilty of such forbidden acts common social, political and economic interests. 
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It is the belief that Hindus, Muslims, Christians interests of their peaceful co-existence and cul- 
and Sikhs form different and distinct communi- tural development. Further, the Constitution also 
ties; that they constitute separate organic wholes calls for a Uniform Civil Code for all Indian 
or homogeneous and cohesive communities. communities. Article 16(5) recognises the 
Communalism isa negation of secularism, liberal validity of laws relating to management of reli- 
democratic ethos and the constitutional rule of gious and denominational institutions. Article 
law. It is the antithesis of casteless and classlcss 28(2) contemplates that the state itself may 
egalitarian social order. Explaining its meaning manage educational institutions wherein reli- 
and its repercussions, Justice Madon rightly gious instruction is imparted. The governments at 
observed, 'Communalism as a way of thinking is the ccnuc as well as in the states have been given 

*the result of the perversion of religious sentiment the power to legislate on the subject of 'charities, 
and a clear distortion of its history, growth and charitable institutions, charitable and religious 
development. It is also the erosion of man's endowments and religious institutions' (vide 
sociability and the very violation of his rational- Entry 28 in the Concurrent List). 
ity. ... (The tragedy is that as) those who become All these provisions lead different people to 
the denizens of such communalism ... refuse to organise themselves on the basis of religion or 
think, so do their children grow and fail to think. language, etc., as it is easier to organise small, 
Indians have ceased to think of themselves as culturally distinct groups than large multi- 
citizens of India but look upon themselves only cultural class collectives. Another disturbing 
as followers of a religion with scant regard to the aspect of religious freedom is that even if reIigion 
state and its constitution' [Madon, 1985, p. 871. iskeptapart from textbooks,irrational beliefsand 
Realising the evil potentialities of the combina- religious value systems are being included in the 
tion of politics and religion, the Constituent name of culture and moral education. One feature 
Assembly adopted on April 3, 1948, a resolution of religious freedom which hascast ashadow over 
that all steps, legislative and administrative, the Indian concept of secularism is the freedom 
should be taken LO prevent communal organisa- to propagate one's religion. In Yulitha Hy& v, 
tions from engaging in any activities other than Srate of Orissa, the High Court held that Article 
those of a religious, cultural, social oreducational 25(1) guarantees propagation of religion, 
nature. including conversion, which is a part of the 

Though India has been declared as a secular Christian religion and that prohibition of con- 
stateit doesnot mean agodless slate. Article25(1) version by 'force' or fraud as defined by the 
of the Constitution guarantees to every person the concerned Act would be covered by the 
freedom of conscience and the right to profess, limitations subject to which the right is guaran- 
practice and propagate religion subject to public teed under Article 25(1) [AIR 1973 Orissa 1161. 
health, order, morality, etc. The principle of The word propagate as usedin Article 25(1) does 
secularism as understood and worked out in the not give the iight to convert another person to 
Unitedstates of America means that the state and one's own religion but only to transmit or spread 
the Church co-exist in the same human society one's religion by an exposition of its tenets [AIR 
without having to do anything with each other. In 1977 SC 9081. This judgment was cnticised as 
India, however, the principle of secularism has wrong and of greatest public mischief and that it 
come to be interpreted differently. The Consti- ought to be overruled. The particular provision 
tution of India requires that there shall not be any (Article 25(1)) in the Constitution has done more 
state religion and that the state shall treat all harm than good to the process of national inte- 
religions equally. It does not, however, prevent gration, unification and assimilation of different 
the state from financially assisting educational communities in the country. There is need to 
institutions sponsored by religious organisations. check the misuse of that freedom through law. 
The state has also reserved to itself, and has As mentioned earlier, the secular characteristics 
sometimes exercised the right to interfere in the of the Constitution are also reflected in the 
religious practicesof various communities in the equality clauses, i.e., Article 14 to 17. Another 
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secular provision of the Constitution is Article 
29(2) which says that admission into any educa- 
tional institution shall not be denied to a citizen 
on the basis of race, rcligion, ctc., if such an 
institution is rnaintaincd out of state funds. 
Minority institutions cannot restrict admissions 
tothem on theground of religion, language, caste, 
etc. Article 325 of the Constitution provides that 
'there shall be one general electoral roll for every 
territorial constituency and that no person can 
claim to be includcd in any special electoral roll 
for any such area (constituency) on grounds only 
ofreligion,race, caste, sexorany of them'. Article 
27 prohibits the specific appropriation of the 
proceeds of any tax in payment of expenses for 
the promotion or maintenance of any particular 
religion or religious denomination. Further, 
Article 28(3) provides that no one shall be 
required to take part in any religious instruction, 
6r religious worship, at any educational institu- 
tion recognised or receiving aid from the state, 
except with his or her guardian's consent. 

Thus, as an antidote to communalism and as an 
instrument for achieving national integration, 
secularism can be said to have three distinct 
aspects: firstly, as a process of inter-community 
integration between the different religious com- 
munities, viz., Hindus, Muslims, Christians, 
Sikhs, etc., secondly, as a process of 
transformation of thc caste-based dominant 
community, viz., Hindus; and thirdly, as a method 
and means of promoting a scientific culture and 
rationalist temper in the country. 

Although Indian secularism is not akin to 
American secularism, i t  is nonetheless much 
more than a narrowly defined political concept. 
In India it means four things: (i) the rejection of 
a theocratic or quasi-theocratic state and the 
affirmation of a non-religion based polity; (ii) the 
proclamation that religion is of private or group 
concern and, therefore, would call for equal 
deference by the state, but it would have no 
political relevance for thestructures and functions 
of the state; (iii) the assertion of the  unity of the 
people of India which would to some extent mean 
the replacement of religious loyalties by national 
loyalties and the equality of all citizens; and (iv) 
the right of the state to interfere in the religious 
practices of various communities in the interest 

of their peaceful co-existence and cultural 
development. 

The belief of the constitution-makers that sub- 
stitution of joint for separate electorates would 
secularise society has been belied by the 
post-freedom development. The post- 
Constitution era has witnessed a gradual trans- 
formation of the enfranchised masses into a 
nurnbcr of separate constituencies so that they 
votecommunally, think communally, listen to the 
communal election speeches, judge the delegates 
communally and express their grievances com- 
munally. The existence and emergence of com- 
munal organisations have slowed down the 
process of de-communalisation of the political 
parties. 

One of the worst forms of communalism is  the 
frequent recurrence of communal riots in practi- 
cally every part of India. There have been as many 
as fifty small and big communal riots in Uttar 
Pradesh since the re-opening of the Rarna Jan- 
mabhumi Temple. The government admitted i n  
1981 that no fewer than 1,235 cases arising out 
of communal riots were pending, some for 
decades. Each major communal incident results 
in the formation of an enquiry commission, yet 
no one is punished in a court of law. All too often, 
the offenders are protected by politicians in 
power. Instead of treating every incident of 
communal riot as apure question of law andorder, 
i t  is given a political perspective. Criminal cases 
arising out of communal riots are not allowed to 
run their full course as the government generally 
withdraws from the prosecution in the hope of 
promoting communal harmony but this has 
proved to be an illusory hope. Case studies of 
some of the major communal riotsreveal apattern 
in the failure of the law enforcement authorities. 
These include (a) the failure to (i) make pre- 
ventive arrests of communal leaders and anti- 
social elements under section 15 1 of the Criminal 
Procedure Code (Cr.P.C.) and their detention, 
under section 3 of the National Security Act, in 
time; (ii) make search and seizure of unlicensed 
fire-arms, explosives, etc., subsequently used 
during riots; (iii) ban entry of communal leaders 
into riot affected areas under section 144 of the 
Cr.P.C.; and (iv) prohibit prejudicial publications 
inciting communal feelings. (b) Delay in the 
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promulgation of scction 144 of the  Cr.P.C. and in 
the imposition of curfew order, and in their 
enforcement, due to shoriage of manpower. (c) 
Release on bail by courts of persons arrested 
under Section 15 1 of the Cr.P.C. 

The freedom of religion granted under Article 
25 and the freedom of speech, expression, asso- 
ciation, assemblage, etc., granted under Article 
19 of the Constitution imply a right to take out 
processions. The state is however empowered to 
impose restrictions on these rights in the interests 
of public order, safety, morality, health, public 
useof thoroughfares, etc. Such restrictions can bc 
placed under section 144 of the Cr.P.C. The 
Disturbed Areas Acts of various states even 
permit the use of force, including firing, toenforce 
such restrictions. 

Laws relating to blasphemy comprises within 
i t .  fold not only sections 95 and 96 of the Cr.P.C. 
which are rather preventive in nature, but also 
sections 153-A, 153-B, 295,295-A, 296,297 and 
298 of the Indian Penal Code. The police have a 
positive role to play in the enforcement of this 
btanchof the penal law which seeks to punish acts 
of insult and annoyance caused by a person of one 
religious persuasion against persons belonging to 
another faith. Judging by the number of prose- 
cutions actually launched, it cannot, however, be 
said that the police are using these sections to the 
extent one would expect them to do. 

ii) Casteism 

Casteism is another form of fundamentalism, 
because it is opposed to modernity and social 
changeand breeds narrow and sectarian loyalties. 
Moreover, in a socicty organised on caste lines, 
individuality is neither recognised nor respected, 
because the individual exists as a passive unit in 
such a social organisation. Consequently, the 
problem of castes becomes a standing challenge 
tothe constitutional goalsof democracy,equality, 
secularism and national integration. The Consti- 
tution seeks to democratise caste relations by 
providing certain positive inalienable rights to the 
individual as well as by abolishing untouchability 
and forced labour. 

(a)  Law and Cusrc in Pre-Independent India 

In ancient Indian society based on Manu's legal 
philosophy, law coupled with religion not only 
helped to maintain the status quo of the caste 
divisions but also contributed to their further 
creation and consolidation. With the advent of the 
British administration, the law as given by the 
sovereign political authority took control of the 
political economic and social fabric of the 
country, and the power of the caste panchayatand 
caste usages and practices wcre pushcd into the 
background. Thc Bcngal Regulation Ill of 1793 
rnadc a beginning in the administration of justice 
in a new dircction and thc Bombay Regulation I1 
of 1827 made a further change. Section 2 1 of that 
Regulation provided that the jurisdiction of civil 
courts shall extcnd to the cognizance of all orig- 
inal suits and complaints between natives and 
others (not British-born subjects) respecting the 
right to movable and immovable property, rents, 
government revenues, debts, contracts, marriage, 
succession, damages for injuries and generally of 
all suits and complaints of civil nature. The 
aforementionedcastes Disabilities Removal Act, 
1850 was another land-mark. The enactment of 
the Civil and Criminal Procedure Codes and the 
Evidence Act gave a new experience to the 
Indians of the principle of equality before law. 
These legislative measures did not abolish the 
caste system but only demarcated the areas 
between the new administration of justice and 
caste control of the personal behaviour of its 
members. There were also certain administrative 
measures which fostered and perpetuated caste- 
ism. For example, for the f i s t  time in the Census 
of 1891, people were enrolled on the basis of caste 
and caste-hierarchy. The Morley-Minto Reforms 
of 1909 recognised special representation of the 
depressed classes. This resulted in a movement 
for organising caste associations to demonstrate 
the backwardness of the caste. Unfortunately, the 
Census and the electoral system provided more 
than sufficient incentive for the consolidation of 
caste groups. 

(6) Law and Caste in Post-lndependenl India 

The Constitution attempted to delegalise the 
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caste system. The Protection of Civil Rights Act, 
1955 as amended in 1976, provisions in the Code 
of Civil Procedure, and the Prevention of Atro- 
cities on Scheduled Castes and Scheduled Tribes 
Act 1989 are some of the laws enacted to prevent 
abuses in the caste system. There laws have been 
discussed earlier in this paper. 

(b) (i) Casreism and Fundamental Aspects of Law 

The legal and administrative measures detailed 
above have, paradoxically, promoted and 
encouraged casleism instead of weakening it. Due 
to the privileges and reservations offered for 
backwardness, there is a general desire for 
enrolment in the list of Scheduled Castes and 
backward classes. The provision of quotas and 
reservations on the basis only of birth in a par- 
ticular caste is resented by members of other 
castes and does not lead towards political and 
social integration. It is a fact that almost all the 
ex-untouchables, especially those living in rural 
areas are, more or less, susceptible to violent 
untouchability. One important constitutional 
infirmity is that our constitution-makers did not 
take a bold decision of expressly abolishing the 
caste system. Had abolition of castc systcln becn 
made a Fundamcnral Right, a constitutional 
remedy in the form of Article 32 would have been 
available to enforce that provision. 

(b)(ii) Caste us a Denomination andas a Minority 

Caste can also be perpetuated when it is 
recognised as a religious denomination and a 
minority. It then gets, under Article 26 of the 
Constitution, the right to establish and maintain 
institutions for religious and charitable purposes, 
to acquire property and to manage its own affairs 
in matters of religion. There is a further danger of 

'IOUS or castes masquerading themselves as relib' 
linguistic minorities and re-establishing thcm- 
selves. Article 30 of the Constitution provides that 
all minorities shall have the right to establish and 
administer educational institutions of their 
choice. This right is not subject to the other 
provisions of fundamental rights nor even to 
public ordcr, moralily and health. Several deci- 
sions of the courts go to show that the minority 

rights are being treated as absolute and 
impregnable rights. The Supreme Court held that 
the Arya Samaj educational institutions in Punjab 
are institutions of linguistic and religious 
minority [AIR 1972 SC 17371. The state cannot 
impose a medium of instruction or even Hindi, 
which is a national language under Article 351 of 
the Constitution, on minority institutions. 

(b)(iii) Conversion and Caste 

That a person reconverted to Hinduism reverts 
to his original caste and that, therefore, he is 
eligible for getting the benefits available to that 
caste was the opinion delivered by the Supreme 
Court in Anbalgon v. B. Devarajan and Others 
[Civil Appeal No. 544 of 19811. 

Thus, the caste structure in India isfiimlyrooted 
and has social, economic and political overtones. 
The Report of the Mandal Cornmission observes 
that caste restrictions have loosened considerably 
as a result of factors like the laws introduced by 
the British, urbanization, industrialization, spread 
of mass education and above all, the introduction 
of adult franchise after Independence. But, what 
caste has lost on the ritual front, it has more than 
gaincd on the political front:  hec caste system has 
provided the political leadership with ready-made 
channels of communication and mobilisation. In 
view of this, it would beunrealistic to assume that 
the institution of caste will wither away [Mandal, 
19801. 

( i i i )  Regional Fundamentalism 

Regional fundamentalism is yet another cate- 
gory of fundamenlalism. As aresultof an upsurge 
of regional and linguistic fanaticism in 
contemporary India, different groups of people 
seem to identify themselves more as distinct 
entities rather than as 'Indians' belonging to a 
single political entity known as India. It is this 
regional and linguistic fanaticism that has led to 
 he agitations in Punjab, Kashmir, Mizoram, 
Nagaland, Bodo and Gorkha regions, the demand 
for a separate state of Jharkhand and to disputes 
among the various states over the river water and 
boundaries. Rcgionalismper se, is not antithetical 
to national integration. In fact, the  validity of the 
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regional aspirations and identity isrecognisedand conducive for national integration when it reflects 
incorporated in the federal Constitution. Nothing and realises unity in diversity. It is antithetical to 
is more basic to the concept of federalism than national integration when it becomes parochial 
regionalism and sub-regionalism, which reflect and goesagainst the direction of the main currents 
unity in diversity of our composite culture. But of national life and ultimately leads to seces- 
the problem arises when under the cloak of sionism. Regionalism has therefore, to be nursed 
regionalism, political parties start secessionist cautiously. 
movements,as witnessed in Jammuand Kashmir, 
Punjab, and earlier by the D.M.K. in Tamil Nadu (iv) Linguism and National Integration 
and various rebel groups in Manipur, Mizoram 
and Nagaland. The existence of different and varied languages 

Sensing such disintegrative attempts by selfish in India has no doubt contributed to the richness 
and parochial groups,Parliamentin early October of culture but at the same time, created problems 
1963, adopted the Constitution (Sixteentb and tensions. The Indian Nationalcongress had 
Amendment) Bill which, (1) enabled Parliament all along promised the creation of linguistic states 
to make laws providing penalties for any person in recognition of the strong subnationalistic 
questioning the sovereignty and integrity of the feelings which, as the experience all the world 
Indian Union, and (2) laid down that a candidate over has shown, cannot just be ignored or sup- 
for election to Parliament or a state legislature pressed. The States Reorganisation Commission, 
would have to undertake, by oath or affirmation, while making its recommendations, had kept the 
to bear true faith and allegiance to the Indian following principles in view - (i) to preserve the 
Constitution and to uphold the country's sover- unity and integrity of the country, (ii) to maintain 
eignty and integrity. It is admitted on all hands linguistic and cultural homogeneity and also (iii) 
that national unity and integrity can genuinely financial and administrative viability. However 
flower out of a healthy reconciliation between in practice the Commission left many linguistic 
regionalism and centralism and perhaps that is the groups in a minority position in the new states, 
spirit behind Indian federalism. The Constitution leading to furious agitations between various 
provides certain healthy unitary trends to check states over improper allocation of districts, tehsils 
the evil aspects of regionalism. Part I1 of the and even villages [Ali, 19551. 
Constitution dealing with citizenship recognises The constitution-makers while making Hindi as 
only one citizenship. Articles 14 and 15 restrain the official language of the union took the view 
the state from discriminating againscany citizen that the regional languages should also be pro- 
on the basis of his place of birth. Article 16 moted and developed. Seventeen other languages 
provides equal opportunity in public employ- were, therefore, given recognition (vide Article 
ment. Article 19(l)(d) gives to all citizens the 343 and Schedule VIII of the Constitution). To 
rightto move throughout the territory of India and pacify those who were opposing Hindi as an 
to acquire property and reside anywhere (except official language, the Official Languages Act 
of course in Jammu and Kashmir). Article 301 1963 provided that the English Language may 
ensures fredom of trade, commerce ar.j inter- continue to be used even after the deadline of 15 
course throughout India. Economic planning is years. The Act also made the use of English 
primarily being done by the union government. obligatory for certain purposes, in the interest of 
In the field of advanced and sophisticated the non-Hindi-speaking employees of the central 
industries, the uniongovernment iscommitted to government and to ensure smooth comrnunica- 
an overall balanced development of India. With tions between the centre and the states. 
thegeneraleconomic planning and taxing powers The National Integration Conference in 1961 
and the political and administrative leverage, the recommended the adoption of 'three language 
union controls 80 per cent of the governmental formula' for secondary education all over the 
activities of the states. cc)untry. This formula envisaged the compulsory 

Regionalism is a double edged weapon. It is teaching of three languages in schools (i) the 
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regional languagc and English togcthcr with 
Hindi in thc non-Hindi spcaking statcs, and (ii) 
another modcm Indian language and English in 
the Hindi speaking statcs. So far the lhrec lan- 
guage formula has not bccn implemcntcd in its 
letter and spirit. 

A Presidcntial Ordcr had, on the recom- 
mendations of Parliamentary Committees, made 
training in Hindi compulsory for employees of 
the central government below the age of 45 years. 
The constitutional validity of the Order was 
challenged but the Supreme Court upheld the 
Order saying that it was not inconsistent with the 
Official Languages Act, 1963 [AIR 1967 SC 
2251. 

Due to some linguistic fanaticism, the dream of 
the founding fathers to make Hindi as lhc official 
language in all spheres of national lifc has not so 
far been translated into rcality. Devcloping an 
indigenous national languagc is ncccssary lo 
strengthen national unity and integrity. Attitudi- 
nal integration is largcly a function ofa common 
language of a society. Hindi is bcst suited for this 
role but the complete switch over process should 
not be sudden, so that linguistic fury may not be 
aroused in any part of the community. Hindi 
should liberally receive words from other lan- 
guages in order to become more representative of 
the whole country. The Sarkaria Commission on 
Centre-State Relations has recommended that 
effective steps should be taken lo implement the 
'three language formula' in its true spirit, uni- 
formly, in all states in the interests of unity and 
integrity of the country. 

V. FEDERALISM AND NA'I'IONAL INTEGRATION 

The sheer vastness of the country and the 
presence of religious, linguistic, racial and cul- 
tural variations among the people rightly 
prompted the framers of the Constitution to reject 
the unitary form of government and to preserve 
the inherited federal system for indcpcndcnt 
India. The federal principle isan important device 
by which integration is achieved in a 'vast and 
heterogeneous country likc ours, prcciscly 
because it balances harmoniously the scntimcnts 
of localism and nationalism,of unity in diversity, 
rooted in the prevailing historic, cultural, racial, 
linguistic, economic or geographic conditions. 

In India, thc situalion in which the federal polity 
was creatcd was different from what it prevailed 
in America and Australia. Hcre, there were no 
independent sovereign political entities for cre- 
ating a new federal authority. It was, a single 
Constituent Assembly that drafted and adopted 
the Constitution. Considerations of national unity 
made the constitution-makers opt for a strong 
central government, which alone could keep in 
check the disintegrating forces and put together 
sufficient financial and administrative resources 
for tackling the vast problems of economic 
planning and the responsibilities of a welfare 
state. The framers of the Constitution did not use 
the word 'federation'. They preferred to describe 
India as a union of states. They did divide gov- 
ernmental power bctwcen the centreand the states 
and did makc thc states autonomous in their own 
sphcrcs. But, thc statcs were to exercise that 
autonomy within thc framework of the overall 
superiority and prc-do~ninancc of thc ccntre. The 
threc lists in the scvcnth schcdulc of the Consti- 
tution show the division of legislative powers 
between the statcs and the Union. The residency 
legislative power has been vested in the Union 
under Entry 97 of List I. That is why jurists have 
described the Indian Constitution in different 
ways and none of them is prcpared to call it a 
federation in its trdditional meaning. It has been 
callcd 'a federation with strong cenualised ten- 
dency' IWhcarc 19631. The centre has been 
conferred more powers so that it can effectively 
deal with problcms like casteism, communalism, 
regionalism, linguism, inequality in socio- 
economic status of the people as well as of 
regions, and geographical, ethnic and religious 
diversities. In every issue of public an"d national 
importance, the centre gives directions to state 
governments under Articles 257, 356 and 365. 
Parliament is empowered under Article 249 to 
legislate even in regard to subjects allotted to the 
statcs. The union can dclcgate its functions to 
states with corresponding duties, whether or not 
thc statcs arc willing to accept such delegation. 
The cmcrgcncy provisions containcd in Part 
XVIIl bring out prc-eminent1 y the very wide 
powers conferred on the union government. The 
provisions in rcgard to grants-in-aid contained in 
Article 275 and to the discretionary grants undcr 
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Article 282 are also of the same character. The wasonly since the fourth general elections in 1967 
Constitution has also a requirement that certain that these became a matter of public debate and 
bills, though passed by the state legislatures, can that stresses and~trains, notanticipated at the time 
be reserved for submission to the President. Even of the framing of the Constitution, becarne 
the identity ofa constituent stateis notpermanent, noticeable. Article 355 expects the Governor to 
as Parliament has, under Article 3, the power to 'ensure that the government of every state is 
reorganise the state. None of these features is carried on in accordance with the provisions of 
found in a federation of the classical types. the Constitution'. The Governor has to act in a 

The Supreme Court, in the Kesavananda case, dual capacity - as a constitutional head of the state 
expressed the opinion that the federal structure is and also as a representative of the centre. A 
a basic feature of the Constitution. The same successful discharge of these two roles depends 
Court, however, in State of West Bengal v. Union on correctly interpreting the scope and limits of 
of India, and in In Re Berubari Union and both. In Hargovind v. Raghukul l'ilak, the 
Exchange of Enclaves observed that the constit- Supreme Court held that the Governor is not 
uent states had no independent authority and had subordinate or subservient tc the Government of 
no roots in the past [AIR 1963 SC 1241 and AIR India,noris he accountable to them for the manner 
1960 SC 8451. What is important from the point in which he carries out his functions and duties 
of view of national integration is what was [AIR 1979 SC 11091. Article 356, which 
observed by Chief Justice Sinha, 'It is to be cmpowerstheGovcmorofastatetomakeareport 
remembercd that a striking feature of our Con- to the President that 'the government of the State 
stitution, which pcrhaps distinguishes i t  from cannot be carried on in accordance with the 
some other Constitutions, is i ~ s  attempt to provisionsoftheConstitution',hashoweveroften 
harmonise the interests of the individual with been misused. This provision easily lends itself 
those of the Union. Our Constitution does not set to abuse, as there is no objective way of deter- 
up the states as  rivals to one another or to the mining at what point the constitutional machinery 
Union. Each is intended to work hmmoniously in of the statecan be saidto have brokendown.There 
its own sphere without impediment by others with is an impression that the governors have often 
an overriding power of the Union, where it is acted to serve the political ends of the party to 
necessary in the public interest' [AIR 1963 SC which they owe allegiance. In situations where 
17601. governors sought to take an objective view of the 

If we examine the actual working of the Con- political situation in a state, their tenure had been 
stitution to find out how far it has succeeded in shortened by the cenlre for political reasons. 
bringing about this harmonisation, w e  Find that, Despite bitter historical experience, the Sarkaria 
by and large, the centre has displayed an incli- Commission did not recommend deletion of 
nation and a capacity not only to keep the state Article 356. It only emphasised that Articl~ ;56 
governments from overruling its own decisions should be used very sparingly. It also recorn- 
but also to completely over-awe them except on mended that a State Legislative Assembly should 
a few occasions. The operation of centre-state not be dissolved before Parliament has m 
relations in the past few decades has vividly opportunity to consider the Presideniial procla- 
brought to light certain tension areas: mation, which should be revoked if the House 

passes a rcso!ution disapproving it. Again 
i )  Institution of Governor according to the present state of the law, the 

Prcsidcnt's satisf~~ction under Article 356, is  not 
The very fact that the Govcrnor, a head of thc imrnunc from judicial review. For sucha review, 

state executive and a part of ~ h c  state Icgi~lature, it is necessary that thc rcport of the Govcrnor on 
is appointed by thc President, points to a pcculiiu thc basis of t~hich thc prcsidcntial action is taken 
phenomenon in our federal system. The initial should bc a 'spcaking docurncnt', LC., it should 
fifteen years hardly saw any controversy about contain a precise and clear statement of all 
the status, role and functions of thc governors. It matcrial facts and grounds, which shoulb then be 
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made an integral part of the Presidential procla- 
mation. The Sarkaria Commission also recom- 
mended norms of eligibility of persons for being 
appointed as governors and the method of their 
appointment. It is also necessary that the tenure 
of governors should be fixed and that their 
removal should not be possible, except through 
impeachment or on the basis of a report obtained 
from the Supreme Court, on the lines of Articles 
124 and 3 17 [Sarkaria, 19881. 

ii) Financial Federalism and the Quest for State 
Autonomy 

~inancial autonomy has always been among the 
major demands raised by the states from time to 
time. There have often been complaints from the 
states ruled by opposite parties that the centre had 
not shared taxes with them in the spirit of the 
Constitution; that while they had to perform the 
increasing functions in developmental and social 
services, matching finances were not being 
transferred tothem from the centre and that, under 
the existing system of allocation of funds, the rich 
states got more funds and the poor states less, 
resulting in an ever-widening gap. The constitu- 
tional scheme of financial relations involves two 
distinct features; Firstly, the centre and the states 
have independent powers of taxation and the 
states can also borrow money with the concur- 
rence of the central government. Secondly, the 
constitutional scheme provides for the sharing of 
taxes collected by the centre. The Constitution has 
created a mechanism of the Finance Commission 
which makes recommendations to the President 
about the pattern of tax sharing. For the purpose 
of planning, all government activity has been 
divided between plan and non-plan sectors. The 
states have no autonomy in the plan sector even 
in respect of state subjects and they have to submit 
to the unionrsince the discretionary grants under 
Article 282 which finance the plan sector, and 
which constitute about 70 per cent of the total 
grants made by the centre are controlled by the 
Planning Commission, an off-spring of the union 
government. The Planning Commission controls 
the developmental activities of all the states and 
union territories by fixing broad targets and 
priorities, by scrutinising the plans prepared by 

the states and by deciding the allocation of funds. 
Even the legislative activities of the state gov- 
ernments relating to agriculture, education, health 
and cooperation have passed into the hands of the 
planning Commission. For instance, the land 
reform schemes of the states were examined by 
the Land Reforms Division of the Planning 
Commission before a Bill incorporating them 
could be introduced in the state legislature. The 
community development programmes are con- 
trolled and regulated by the Planning Commis- 
sion as well as by the Union Ministry of 
Community Development. Very often the 
Planning Commission made grants for particular 
projects. The dissident states desiring more 
autonomy want the Planning Commission and the 
National Development Council to be made 
independent bodies which should have constitu- 
tional or legal standing and their recommenda- 
tions to be binding on the union government. 
Article 282 should also come to an end. These 
stares also want the corporation tax to be trans- 
ferred into the divisible pool of taxes. The Sar- 
karia Commission took a favourable view of their 
demands. The Commission recommended that 
the whole question of resource mobilisation and 
expenditure should be examined by an expert 
committee to be appointed by the union govern- 
ment and having representatives from the states. 
The Commission also recommended the setting 
up of a National Economic and Development 
Council and the strengthening of the Finance 
Commission or setting up of a Standing Finance 
Commission. Thus, the Sarkaria Commission 
recommended an appropriate federal financial 
structure encompassing diverse factors like more 
resource devolution for the statesand maintaining 
strict financial discipline and cooperation on the 
part of the union and the states. 

iii) The Use of Para-Mili fary Forces by the Centre 
in the States 

The use of para-military forces by thecentre for 
maintaining law and order has annoyed the states 
ruled by opposite parties. The Administrative 
Reforms Commission has supported such use. 
The trend of centralisation in this sphere reached 
its climax by the incorporation of Article 257-A 
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by the Constitution (Forty-second Amendment) 
Act, 1976, which empowered the central gov- 
ernment to deploy any armed force in any state 
for dealing with grave situations of law and order. 
These forces were to act in accordance with the 
directions of the central government. Such a 
provision was resented by the states. Conse- 
quently, the Constitution (Forty-fourth Amend- 
ment) Act, 1978, cnacted during the Janata rule, 
'deleted this provision with effect from June 20, 
1978. Under Article 355 of the Constitution, a 
duty is imposed on the cenue to protect evcry state 
against external aggression and intcrnal distur- 
bance and to ensure that the government of every 
state is carried on in accordance with the 
provisions of the Constitution. The centre has 
thercfore to have elfective power. However, it is 
felt that as a matter of general policy the 
deployment of the central forces in a statc should 
be done with the consent of the state govcrnment 
concerned. 

iv) All India Services 

some of the distorted provisions of rile Consti- 
tution to their original spirit is a felt necessity of 
the time. 

In order to bring about more coordination in 
various programmes and poIicies and to help 
settle disputes between the centre and the state 
and bctwcen states inter se, the Constitution 
providcs thc following instrumentalities in addi- 
tion to rccoursc to thc Supreme Court provided 
undcr Articlc 13 1. 

a) Inter-State Councils 

Arlicle 263 of the Constitution provides for the 
appointment of Inter-State Councils for: (a) 
inquiring into and advising upon disputes which 
may have arisen between states; (b) investigating 
and discussing subjects in which some or all of 
thc states, or the union and one or more of the 
statcs, have a common interest; or (c) making 
recommendations upon any such subject and for 
the better coordination of ~olicies. Under this 
provision some ad hoe councils for going into The need for a well coordinated administrative of health, lmal self government, etc., 

On the part of the and the states were by the Resident However, the wasmet by the Constitution framers by providing 
for the creation of the All India Services (Article Administrative Reforms Commission and later 

312). While expressing their views before the the Sarkaria Commission recommended the cre- 

Sarkaria Commission, most of the state govern- ation of a standing Inter-State Council, charged 

agreed that the ~ 1 1  services have, by with all the functions enumerated above. Such a 
and large, fulfilled the expectations of thc set in 1990. 
constiluGon-makers. ~owev&, some statc gov- 
crnmentscxprcsscd diffcrcnt vicws. Some opincd 
that with the slate govcrnmcnts having acquircd 
enough expcricnce, thcy could managc thcir 
affairs without the All India Services. Some 
opposed these services on the grounds that they 
whittle the authority of the state governments. 
The Sarkaria Commission has finally opined that 
the  All IndiaServices areas much necessary today 
as they were when the Constitution was framed 
and continue to be one of the premier institutions 
for maintaining the unity of the country. Any 
wholesale amendment of the Constiturion to 
increase the powers of the states would besuicidal 
and may herald a disintegrative process. Only 
some minor changes as well as efforts to restore 

b) Dispute-Seulernenr Muchinery in  respect of 
River Wuter Disputes 

Article 262 providcs for the adjudication of 
special categories of disputes by extra judicial 
uibunals. The Inter-State Water Dispute Act, 
1956, permits the creation of an ad hoc tribunal 
by the central government for the adjudication of 
water disputes. The decision of the tribunal is final 
and the Act also eliminates the jurisdictbn of the 
courts. Two more non-statutory bodies have been 
created by the centre, viz., the National Water 
Development Agency and the Water Resources 
Development Council. The recent setting up of a 
tribunal for the Cauvery river dispute is a step in 
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the right direction. In spite of all these instru- 
mentalities sevcral .disputes concerning inter- 
slaterivers haveren~aincd pending fora long time 
among the various states. 

cl Zonal Councils 

Zonal Councils were introduced in India by the 
States Re-Organisation Act, 1956, as instruments 
of inter-governmental consultations and cooper- 
ation mainly in socio-economic fields. They arc 
advisory bodies, one each for five zones of India 
created by the Act. A special North-Eastern 
Council was also set-up by an Act of Parliament. 
So far, the councils do not have many spectacular 
achievements to their credit. Nevertheless, they 
have helped in developing a common approach 
to some regional problems, like the question of 
safeguards for linguistic minorities in the south- 
em states, and minority safeguards in the eastern 
states. It  is  perhaps possible to activise these 
bodies and to use them for promoting much more 
fruitful regional co-operation. 

VI. MINORITIES, LAW AND 
NATIONAL INTEG KATION 

Nation-building in a democratic set-up, is a 
dynamic process of integrating a plurality of 
social groups so that every section of the com- 
munity gets an opportunity to participate in the 
national life without losing its separate identity. 
The goodwill and confidence of the minorities are 
necessary for national unification. However, 
minority rights should not become impediments 
to it. 

The Constituent Assembly's Committee on 
Minority Rights bestowed much thought and 
attention to the minority problem in all its facets. 
It came to a unanimous conclusion that there 
should be no separate electorates. There was also 
to be no reservation of seats in the legislatures 
except for Anglo-Indians, the Scheduled Castes 
and the Scheduled Tribes. The Committee how- 
ever recogniscd the importance of giving safe- 
guards to the minorities. It said 'the State should 
beso run that they (minorities) should stop feeling 
that they are oppressed by the mere fact that they 
are minorities, but they have as honourable a part 
to play in the national life as any other section of 
the community' [CAD, Vol. V, p. 241. 

The Constitution adopted two methods of pro- 
tecting the minorities. It conferredcertain positive 
rights on membersof minority groups which they 
shared with other citizens of the country. Among 
the above rights may be mentioned equality 
before law (Article 14), in particular the prohi- 
bition of discrimination on grounds of religion, 
race, caste, sex or place (Article 15), equality of 
opportunity in matters of public employment 
(Article 16), the well-known seven fundamental 
freedoms (Article 19), the right of freedom of 
conscience and free profession, practice and 
propagation of religion (Article 25), freedom for 
religious denominations and sections thereof to 
manage their religious affairs (Article 26) and the 
permission to impart direct religious education in 
schools which are not maintained out of state 
funds (Article 28). The other kind of rights 
guaranteed may be described as those of special 
nature which ensure to the minorities the right to 
conserve their distinct language, script or culture 
(Article 29) and the right to establish and 
administer educational institutions of their choice 
(Article, 30). 

Notwithstanding the  guarantees given to the 
minorities in ~ndia, the ~ u s l i m s  and lately the 
Sikhs feel insecure and separated from the 
mainstream of national life. There have been 
many occasions in the past when both the majority 
groups and minority groups were guided by 
communal and religious feelings, rather than by 
the norms of democracy, fraternity and secular- 
ism. The crucial issue in national integration is  
how to make the various sections of the people 
and organised groups to subordinate their narrow 
loyalties to the larger loyalty of being an Indian. 
It is necessary to make them realise that their 
primary and most important loyalty is to India a s  
a whole, rather than to the caste or tribe or 
religiouscommunity into which they are born, the 
language they speak, etc. But, before discussing 
further, it would be relevant to fist determine the 
meaning of minority under the Constitution. 

The Supreme Court held that in the absence of 
any precise definition in the Constitution, a 
minority community means a community which 
is less than 50 per cent of the population of a state. 
Also, in order to constitute a linguistic minority, 
the community must at least have a separate 



320 J O U W  OF INDIAN SCHOOL OF POLhWAL ECONOMY APRIL-JUNE 1995 

spoken language. There are certain snags in the 
abovedefinition y iven by the Supreme Court. The 
population of a state may be so heterogeneous that 
no single community may constitute more than 
50 per cent of the state population and, therefore, 
all groups may claim the title of  minority com- 
munity. The second difficulty about this defini- 
tion is that, there might be certain cornmunitics 
which are in majority in case of slates, but in 
minority in the case of the union. For examplc, 
Muslims, Sikhs and Christians are more than 50 
per cent in Jammu and Kashmir, Punjab and 
Nagaland, respectively, but are in minority in the 
all India context. 

Differences on grounds of language or religion 
are understandable, but i t  is difficult to define thc 
word 'culture'. Since culture means different 
things to different people and there is so much 
cultural variety in India, it isdifficult todetermine 
culturally who is the minority and who is the 
majority. Language and religion or acombination 
of both, therefore, appear toprovidea more stable 
basis for the determination of the question. 

Apart from the religious and the linguistic 
minorities, the Scheduled Castes, the Scheduled 
Tribes and other backward classes have also been 
labelled as minorities due to their low level of 
social, economic and cultural development. The 
problem of these classes is a temporary phase,and 
need not be discussed here. 

The greatest safeguard for &he religious mino- 
rities in a multireligious society lies in a secular 
polity. As mentioned earlier, India has adopted 
such a policy. In order that the safeguards to 
minorities may not be used for blocking pro- 
gressive legislation or programmes like family 
planning or the maintenance of divorced women, 
it wasnecessary toseparate religiousmatters from 
other practices. The Supreme Court observed 'in 
order that the practices in question should be 
treated as a part of religion, they must be regarded 
by the said religion as its essential and integral 
part, otherwise even purely secular practices 
which are not an essential or an integral part of 
religion are apt to be clothed with religious forms 
to make a claim for being treated as religious 
practices within the meaning of Article 26. Sim- 
ilarly, practices though religious may have sprung 
from merely superstitious beliefs and may in that 

sense be citraneous and unessential accretions to 
religion itself' [AIR 1961 SC 1402, at p. 14151. 

The cultural and educational rights given to 
minorities under Articles 29 and 30 have certain 
implications. The right of 'a community to pre- 
serve its religion and culture includes (i) the right 
to profess, practice and preach its own religion, 
if i t  isa religious minority; (ii) the right to follow 
its own social, moral and intellectual ways of life; 
(iii) the right to impst instruction in its tradition 
and culture and (iv) the right to pcrform any other 
lawful act or to adopt any other lawful measure 
for the purpose of preserving its culture. The right 
to conservc one's language also includes the right 
to undertake political agitation to conserve the 
language. The right to conserve the language and 
culture includes the right to develop the same. 
This is done lhrough educational institutions. 
Thus follows the right to establish and maintain 
educational institutions by a minority. The 
minority also wants the government to assume the 
financial burden of teaching its language in the 
state schools, or at least to subsidise the schools 
of the minority. Both these rightsare incorporated 
and guaranteed in Article 30 in clauses 1 and 2, 
respectively. In order to claim these rights in 
favour of an educational institution, the con- 
cerned community must, according to the 
Supreme Court, show that (a) it is a religious or 
linguistic minority, and (b) the institution was 
established by it. 

As regards the rights of linguistic minorities, the 
President has the power under Article47 to direct 
a state government to recognise a language spo- 
ken in that state as an official language. Every 
pcrson has a right under Article 350 to submit a 
representation in any of the languages used in the 
Union or the State, as  the case may be. Article 
350-A requires a state government to try to 
provide education through the mother tongue to 
linguistic minority groupsat the primary level and 
empowers the President to issue directions in this 
behalf. Further, according to Articles 120 and 
210, a member of Parliament or a State Legis- 
laturecan address the respective House in his own 
mother tongue if he is unable to express himself 
in English or Hindi. 

Institutions run by minorities appear to enjoy 
better protection from government regulation 
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than those run by majority groups. The basic idea 
behind the incorporation of constitutional provi- 
sions for safeguarding the interests of minorities 
was toavoid any harmful impact of the culture of 
the majority community on the culture of the 
minorities. While enjoying these provisions the 
few minorities, like the Muslims and the Sikhs, 
ought to be willing toestablish their oneness with 
the mainstream of Indiannational life by agreeing 
to adjust themselves with social changes that take 
place, in the larger interests of national unification 
and integration. They should change their attitude 
towards family planning, marriages, divorce, 
civil code, etc. 

If integration of the minorities is to be a reality 
and not merely an ideal, then religion must recede 
from public life. It must be confined to the relation 
of the individual with the Creator. It must not 
aspire to have sway upon human life. Other 
spheres of life must be influenced by reason and 
equity. In this age of scientific achievements, 
science must provide a rational basis to modem 
society and help in discovering the material 
principles of integrated national existence. The 
net result should be that the minority does not 
claim such freedom as breeds lawlessness, dis- 
unity and disintegration. 

VII. PERSONAL LAWS AND 
NATIONAL INTEGRATION 

The existence of a mosaic of personal laws, 
grounded in religious beliefs, has often posed a 
challenge to the realisation of the constitutional 
goals of equality, secularism, democracy, frater- 
nity, and consequently, to national unity and 
integrity. The Constitution directs the state in 
Article 44 to endeavor to enact a uniform civil 
code and empowers legislatures through Entry 5, 
List 111 of the Seventh Schedule to regulate 
matters of personal status like marriage, divorce, 
inheritance, etc. Will such a reform of the Hindu 
Law or Muslim Law, by a common civil code, 
violate religious freedom or the right_ttQconservel 
culture enshrined in Article 29(1)? The answer to 
this important question requires an analysis of the 
essence of religion and of social obligation. 

The Bombay High Court gave a very liberal 
definition of the term religion, that whatever 
bindsa man to his conscience and whatever moral 

and ethical principles regulate the lives of man, 
they alone can constitute religion as understood 
in the Constitution [AIR 1953 Bombay 242 at 
2441. While freedom for such a religion is guar- 
an teed, religious practices cannot claim absolute 
immunity from state interference. It was 
contended that the sacrifice of cow on the Bakri 
Id day was enjoined by the Koran and, therefore, 
the prdctice was an integral part of the Muslim 
religion. The Supreme Court held that the practice 
was not an essential part of the  Muslim religion 
and could rightly be regulated under Article 25(2) 
of the Constitlltion [AIR 1958 SC 7311. Legal and 
social duties were interwoven in religious and 
ethical obligations in the past. The development 
of civilization and emergence of state authorities 
categorically divided the obligations of mankind 
as religious, social, ethical and legal. Marriage is 
a social institution. The relationship between 
husband and wife, parent and child, master and 
servant, etc., have been regulated by the state 
because the society bestows on them some legal 
rights and obligations which have no direct con- 
nection with the freedom of conscience and 
religion. Moreover, such of the religious personal 
laws as are limited to the regulation of social 
obligations of individuals have already under- 
gone abrogation, modification, etc., during the 
British rule. 

Prior to ihe advent of the British rule, 
religion-based personal laws of Hindus and 
Muslims regulated nearly every aspect of human 
conduct including criminal law, evidence law, 
procedural law and law of contracts, trade and 
commerce. When the Britishers established their 
hegemony over India, they changed the criminal 
law completely, and also introduced their own 
system to deal with various matters of civil law. 
The Charter Act of 1833 authorised the  
Governor-General to  codify laws on various 
subjects in order to achieve uniformity where 
possible, and certainty in all cases, without 
shocking the prejudices of any community. 

The rust important piece of legislation, was the 
Indian Penal Code, 1860 under which the system 
of blood money (Diya), mutilation as a punish- 
ment for thcft, stoning for sexual offences and 
slavcry wcrc prohibited. 7'hugi was made a 
scvcrely punishable orfcnce. The inhuman prac- 
tices of sati and female infanticide were made 
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punishable. The Criminal Procedure Code, 1861, speakers favoured continuation of the British 
1882 and 1898, the Indian Evidence Act, 1872, policy of neutrality, the Hindu speakers empha- 
the Indian Contract Act, 1872, the Sale of Goods sised that the religious freedom guaranteed by the 
Act, 1930 and the Indian Partnership Act, 1932 Draft Article 19 (now 25) did not preclude the 
regulated the relation between two contracting jurisdiction of the state in matters of personal laws 
parties or between partners irrespective of their and in enacting a Uniform Civil Code. The 
religion. The Transfer of Property Act, 1882, the Muslim speakers asserted that the secular state of 
Civil Procedure Code, 1859,1882 and 1908, the India should not be endowed with the legislative 
Specific Relief Act, 1877 and the Indian Lim- power to encroach upon the beliefs and practices 
itation Act, 1908 abrogated the personal laws of of any religious community; that personal laws 
Hindus and Muslims on one or the other point. were deeply interwoven with religion and that the 

Family laws were also modified. The Caste secular state of India should permit its citizens to 
Disabilities Removal Act, 1850 restored succes- practise their own religion and observe their 
sionrightslost due to religious conversion. A host personal laws. It was argued by others that there 
of enactments followed which changed the laws were many amongst Hindusalso who did notlike 
or practices followed by Hindus as well as Mus- aUniform Civil Code, but that, if their views were 
lims in respect of choice of marriage partner, age accepted one could not pass a single law which 
of maturity, child marriage, appointment of could alleviate the position of Hindu women. The 
guardians, married women'sproperty, etc. Hindu sooner one forgot the isolationist outlook of life, 
law was extensively modified in the fields of the better it would be for the country. Religion 
succession to property, as also separate properties must be restricted to spheres which legitimately 
in the Joint Hindu Family system. The power of appertain to religion. The rest of life must be 
testamentary disposition of property, not known regulated in such a manneras mayevolveastrong 
to Hindu Shastric Law, was conferred on the and consolidated nation. Alloudin Khilji made 
I-Iindus. Polygamy was regulated. Muslim Per- several changes which offended against the 
sonal Law also underwent change. The Dissolu- Shariat. The Britishers had already introduced 
tion of Muslim Marriage Act, 1939 conferred the one single criminal law. Upto 1935, the North- 
right on a Muslim wife to dissolve her marriage West Frontier Province was not subject to  the 
on any of thegrounds stated therein. The remedy Shariatlaw. Until 1937, Muslimsin western India 
of restitution of conjugal rights and its refusal in were governed to a large extent by the Hindu law 
certain circumstances was unknown to the per- in matters of succession. In North Malabar, the 
sonal laws of Hindus and Muslims, but in the Muruakkathaym Law applied to both, Hindusand 
name of justice and equity, the High Courts Muslims. After these discussions the Constituent 
granted it by applying the British Matrimonial Assembly adopted Article 44 directing the state 
Causes Act. The widow's right to retain posses- to try to secure a uniform civil code. 
sion of husband's property in lieu of Mehr was Parliament or state legislatures are competent 
recognised by the Privy Council. to make laws in the areas of personal laws of any 

Fundamentalists of both Hindu and Muslim religious community. They are empowered under 
communitiescouldnotoppose theabrogation and Article 246 read wilh List 111, Entry 5 of the VII 
encroachment of their personal laws during the Schedule. However, the existing customary or 
British rule. The problem became acute only after religious laws of various communities get an 
Independence, because of narrow communal exemption from the provision of Article 13 that 
thinking and by treating the social obligations and any law inconsistent with fundamental rights has 
secular activities as an integral part of religion. tobe treatedas void. This follows from a decision 

A question arose in the Constituent Assembly, of the Bombay High Court [AIR 1952 Bombay 
whether the government should have power to 841. The Supreme Court ruled that Part 111 of the 
enact alaw on matters pertaining to personal laws Constitution does not touch upon the personal 
of Hindus and Muslims and whether such a law laws [AIR 1980SC 8071,Tnerefore personal laws 
would be a violation of religious freedom. It is cannot bequashed on the ground that they infringe 
interesting to note that whilst all the Muslim upon our fundamental rights. Thecustomary law3 
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of the Muslim community which have largely 
remained untouched are those regarding mar- 
riage, mehr, divorce and succession. 

(i) Marriage and Polygamy 

The supposed right of a Hindu to take a second 
wife for, inler alia, begetting a son has been 
rejected by several courts. It has been pointed out 
that adherence to monogamy does not hit any of 
the fundamental rights of a Hindu and is, there- 
fore, constitutionally valid. 

Polygamy is permitted in Islamic personal law 
though, according to scholars, it is looked down 
upon by Islam. Also, the permission is subject to 
the husband being able to do justice and give 
affection to all the wives, a condition most dif- 
ficult to fulfil. Cruelty to wives has not bcen 
allowed to the Muslim male under the canons of 
Quran. Most of the Muslim countries have reg- 
ulated polygamy which results in inequality and 
inequity against the Muslim women. Keeping 
more than one wife may also affect thc population 
problem of the country adversely. So, regulation 
of polygamy prevalent among the Muslims will 
notonly be for betterment of Milslim families but 
would also be successful in achieving unity and 
integrity of the nation. 

( i i )  Restitution of Conjugal Rights 

As stated earlier, the British introduced this 
relief on the basis of the British Matrimonial 
Causes Act. Muslims have not revolted against 
this relief as i t  suits them (the males). It now forms 
part of section9 of the Hindu Marriage Act, 1955. 

(iii) Discriminatory Right to Divorce 

Right to divorce was unknown to Shastric law, 
though it was permitted among certain castes 
under the Hindu custom. It is now provided under 
the Hindu Marriage Act, under which the Hindu 
wife is given an additional option to repudiate the 
marriage on attaining puberty. In Muslim law, 
marriage has bcen regarded as a civil contract and 
any of the parties to the marriage is free todissolve 
it. The Muslim personal law allows extra-judicial 
divorce and permits the husband to divorce his 
wife at any time and at his whim and pleasure. In 

Sunni Law, tulaq-i-bains, i.e., divorce by triple 
pronouncement is one of the kinds of talaq. 
Immediately on pronouncement of this type of 
talaq it becomes irrevocable. 

The practice of unilateral divorce by triple 
pronouncement under the Islamic law is very 
harsh. The question arises whether we can permit 
such an arbitrary right of the Muslim husband to 
divorce his wifc without assigning any reasons, 
for no fault of hcrs and that too in hcr absence. 
Most of the Muslim countries, i.e., Turkey, 
Cyprus, Tunisia, Algeria, Iraq, Iran, Ceylon, 
Singapore, Pakistan, Indonesia, Syria and Egypt 
have regulated this unilateral arbiuary right of a 
Muslim husband to divorce his wife without any 
rhyme or reason. In India also, the need of the 
hour is to ensure that a Muslim male is required 
to approach a court to obtain a dissolution of his 
marriage. 

( iv)  Adoption 

Adoption in Hindu society was accepted as a 
religious requirement and a son alone could be 
adoptcd under Shastric law when a Hindu had no 
natural born son. Under the Hindu Adoption and 
Maintenance Act, 1956 a Hindu can now adopt a 
son or a daughter. A Muslim can legally 
acknowledge a child as his own child, provided 
the child's paternity is unknown. Adoption was 
also unknown among Christians and Jews. But 
gradually the practice of adoption has developed 
in these communities. Child adoption now 
acquires a secular aspect and is a fruitful means 
to satisfy the needs and emotions of both the 
adoptive parents and the adopted child. 

Adoption was also recognised by custom 
among some Muslims. In Jarnm'u and Kashmir, 
the institution of heir appointment popuIarly 
knows as pisarparwardaes has been recognised. 
In the eighties, there have been many cases of 
adoption of Indian children by foreign parents. 
The Supreme Court held that since there was no 
statutory law in India providing for adoption of a 
child by foreigners, resort had to be taken of the 
provisions of the Guardians and Wards Act, 1890 
for facilitating such adoption. The primary object 
ofgiving thechild in adoption must bc the welfare 
of the child. Thc Suprcme Court laid down in 
detail the normative and procedura I safeguards in 
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the matter of inter-country adoptions and made Muslim cannot bequeath more than one-third of 
some clarifications and alterations too. To have a his propcrty. This testamentary limitation of one 
clarity in procedure and to watch the interest and third should be imposed uniformly on all Indians, 
welfare of the child, a comprehensive legislation so as to safeguard the interest of heirs. 
onadoption isneedcd. Some legislative mcasures 
were initiated in 1977 and 1980 to haveauniform (vii) Inlestate Succession 
law of adoption, but they did not succeed in the 
face of opposition from thc Muslim members of The Hindu Succession Act, 1956 confers equal 
Parliament. rights to a female Hindu to inherit her father's 

propcrty with her counterpart male. The Christian 
( v )  Maintenance lo Divorcees Succession Law, and  he Parsi Succession Law, 

i.e., the Indian Succession Act, 1925, have certain 
Section 125 of the Cr.P.C., 1973 imposes an discriminatory provisions but even then they are 

obligation on the former husband to pay main- comparatively better than the Islamic Law of 
tenance to his divorced wife, till her re-marriage Inheritance. Under the Koranic Law, a Muslim 
or till she remains chaste. The provisions of the female gets half of that given to a Muslim male. 
Cr.P.C, were applicable to every person in India The most discriminatory provision of intestate 
irrespective of religion, caste, creed or race. Thc succession in Islamic Law is the non-recognition 
court granted such maintenance to Muslim of the doctrine of representation. This law of 
divorcees in many cases, but thc Muslim coln- succession undcr the Muslim Law needsa change 
munity revoltcd whcn relief was granted LO a in ordcr to grant rights of inheritance to the 
Muslim divorccc in Mohd. Ahmed Khun v .  childrcn of a prc-dcccascd son, even if olher 
Shahabano Begum. Meetings, seminars, proccs- childrcn of the dcccascd arc alivc. 
sions, and dcmonswations bcforc thc Parliament Article 44 of thc Constitution envisages a 
were held against the Suprcmc Court's decision. Uniform Civil Code (UCC) applicable to all 
Ultimately a bill was introducedand passed as thc Indians. Unfortunately, the Muslim elites have 
Muslim Women (Protection of Rights on bccn opposing the idea. Their opposition to  
Divorce) Act, 1986. The Act deprives a Muslim Section 125 of the Cr.P.C. and to the .Indian 
divorcee to claim maintcnancc undcr the scculw Adoption Bill, 1980 has been noted earlier. There 
law, i.e., undcr Section 125 of the Cr.P.C., 1973. have been a numbcr o f  arguments for and against 
The new legal provision is that the Waqf Boards the UCC. Arguments against UCCinclude (a) that 
would take care of thc deserted Muslim woman. a common civil code would not cut down the 
Doubtsare exprcsscd as to whether lhis provision number of communal riots or lead to integration, 
is rooted in Shariat law. 'Thc Utkir Pradcsh and (b) that unilbrm laws have been in existence for 
Bihar Waqf Boards have ctcmiinded Rs 5 lakh over a hundred years in  the areas of crimes, 
each as recurring grant to mete out the expcnscs contracts, torts, ctc. If those laws have failed to 
of maintenance to divorcees. One wonders inculcate the concept of national unity, uniform 
whether ina secular state, this demand can be met family laws would also fail, (c) that a uniform 
by government to benefit Muslim women alone. civil code has nolhing to do with national inte- 
All in all, depriving the Muslim divorcee of the gration, though equality of laws for all sections 
benefit of maintenance under the provisions of a of the people is desirable, and (d) that religious 
secular law, i.e., under section 125 Cr.P.C., 1973 freedom, which is a fundamental Right under 
i s  a threat to national unity and integration. Article 25 of the Constitution cannot exist under 

a uniform civil code, and that such a code will 
(vi) Tesramenlary Succession destroy national integration. 

The chief argumcnt in favour of UCC is that i t  
This was unknown LO Shasuic Hindu Law. is a requirement of thc Constitution. The Uni- 

Undcr the provisionsofthc Hindu Wills Act, 1870 versal Declaration of Human Righu sets a com- 
evcry Hindu can now transfer his en tire sclf- mon standard forall pcoples and nations. Further, 
acquired property t0 anybody. In Muslim Law, a Articlc 1 of the Convention on the Elimination of 
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All Forms of Discrimination Against Women 
proclaims that discrimination against women, is 
fundamentally unjust and constitutes an offence 
against human dignity. Article 2 enjoins that all 
,appropriate measures shall be taken to abolish 
existing laws, customs, regulations and practices 
which are discriminatory against women. Article 
16(1) states that men and women of full age, 
without any limitation due to race, nationality or 
religion, have the right to marry and to form a 
family. They are entitled lo equal rights as to 
marriage, during marriage and its dissolution. 

The adoption of a Uniform Civil Code is still a 
distant dream. Any forcible imposition of a 
Common Civil Code in India will create a gulf 
between the diverse religious commlinities rather 
than achieve the national goal of unity and inte- 
gration. Adoption of the UCC will therefore have 
to be a gradual process. 
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EMPIRICAL TESTS OF THE REAL BUSINESS CYCLE 
MODEL FOR THE INDIAN ECONOMY 

Neeraj Hatekar 

In this paper, we have attempted to test some major implications of the real business cycles model 
of Long and Plosser 11 9831 using aggregate level annual data on the Indian economy for the period 
19.51-1985. Real business cycles imply that nominal magnitudes and real money balances cannot be 
exogenous driving mechanisms of the business cycle. These propositions have been tested in this 
paper. Section 1 discusses the low frequency properties of non-detrended data. In particular. those 
series in whose case the hypothesis of one or more unit raots could not be rejected are identfied on 
the basis of Phillips-Perron tests. Along with this, a system having secondary sector output and real 
balances and another having secondary sector output and wholesale prices is estimated via 
Johansen's 119881 cointegration, and tests of bidirectional causality following Miller and Russek 
/19901 have been taken. The short run business cycle is identijied with data detrended using the 
Hodrick-Prescott filter with a weight of 400. Correlations of detrended gdp with various other 
detrended series are described. Section 2 takes tests of Granger causality and weak exogeneity for 
nominal and real money magnitudes and gdp over the cycle. Granger causality is confirmed from 
money to output. Though the results are somewhat ambiguous, they do not give clear cut support to 
the real business cycle model in the short run. In the long run, however, there is  substantial support 
for the neutrality of money and prices. 

Introduction 

Whether money matters for aggregate output 
over the business cycle has been an issue of 
contention among economists for some while 
now. The latest advance has been made by real 
business cycle theorists (Long and Plosscr [I9831 
isagood representative) who claim that economic 
fluctuations are optimal equilibrium responses of 
households and firms to changes in their eco- 
nomic environments. Markets are assumed to be 
continuously clearing to bring planned demands 
and planned supplies into equality. Consequently, 
agents are always on their demand or supply 
curves*depending upon whether lhey are net 
buyers or sellers in specific markets. Since all 
markets are assumed to clear continuously, the 
classical dichotomy holds at every point of time, 
with money supply determining only the absolute 
pricelevel. Also, since the  level of absolute prices 
does not matter for economic decisions, absolute 
prices can be at any level without affecting any 
economic decisiori. This implies that money 
supply or the level of prices cannot be exogenous 
driving forces of the business cycle. This is the 

- chief econbmetricalIy testable proposition asso- 
ciated with real business cycle theory. This is the 
logical outcome for any equilibrium model of the 
business cycle of the 'flex' price variety. All 
prices adjust continuously. Hence, any shock to 

money supply, in the full information context, can 
only effect the price level, which is assumed to 
be irrelcvant any way. 

The same logic works even when one considers 
the long run, only with greater force. In fact, 
earlier business cycle theories like the monetary 
misperceptions theory of Robert Lucas allowed 
for non-neutral effects of money in the short run. 
In the long run of course, the Phillips curve was 
held to be vertical. We have the monetarist claim 
of Professor Friedman 'We have accepted the 
quantity theory presumption and have thought it 
supported by the evidence we examined, that 
changes i n h e  quantity of money as such in the 
long run have a negligible effect on real income, 
so that non monetary forces are 'all that matter' 
for real incomc over decades and 'money does 
not matter' lFriedman,l974]. Real business cycle 
theorists rule out even the short run non- 
neutrality. According to them, the Phillips curve 
is vertical in the short as well as the long run. Long 
run growth is assumed to be the result of real 
factors like technology and population growth. 
Money and nominal price level are assumed not 
to matter for the growth performance of the 
economy. 

In this paper, we have made an attempt to test 
for the neutrality of money and prices in the long 
run as well as over the short run business cycle. 
The long run is investigated with the help of 
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Johanscn's [I9881 cointegration technique, and smooth, will wander widely,and willrarelyreturn 
tests of bidiredtional causality using the Miller to a value that it has visited earlier. Autocorre- 
and Russck [I9901 technique. The short run lations are all near one in magnitude, an innova- 
cyclical components were investigated by using tion to the process affects all later values and 
Hodrick- Prescott detrended data with a weight hence the process has an infinite memory. 
of 400.Section 1 below describes the empirical Clearly, the theoretical implications of the two 
methodology and results of the long run effects classes are very different. For instance, for an I(1) 
of money supply and price level on output. process, a productivity shock will have a per- 

SECTION l 
manent impact, whereas for an I(0) shock, it will 
only have a temporary impact. If gdp is an I(d) 

In this section, we study the low frequency process, d > 0 , then it would be difficult to 
properties of the data, and in particular their unit reconcile this fact with a Lucas mohetary sur- 
root properties. Non-stationarity of time series prises kind of framework, where money shocks 
has always been regarded as a problem by eco- have only a short period impact. Indeed, several 
nometricians. It has been shown by sewera1 authors (for example, Nelson and Plosser [1982]) 
authors that the statistical properties of regression have sought to exploit this fact as evidence against 
analysis using non-stationary time series are a monetary theory of the business cycle. 
dubious (For example , see Phillips [1986], Various tests have been discussed in the liter- 
Charemza and Deadman [1992]; Newbold and ature for distinguishing between an I(1) and an 
Davies [1978]. Newbold and Davies [I9781 I(0) process. They are discussed more fully in the 
report the results of regressing two uncorrelated appendix. In the para~raph that follows, I have 
random walks on each other. In a sample of 1,000 discussed only the results of these tests. 
regressions, 670 were found to have significant Real gross domestic product at factor cost, was 
(at 5 %) t statistics. Apart from the problem of found to be I(2). High powered money, real high 
spurious regressions, there is also the problem of powered money (high powered money divided by 
hypothesis testing, as the relevant distributions gdpd), time deposits, currency with the public, 
are non-standard. demand deposits, m3, real balances i.e. m3 

Some non-stationary series achieve stationarity divided by wpi - (it may be worthwhile to note 
after differencing cine or more times. This has that m3 divided by gross domestic product 
motivated the following definition in the litera- deflator, henceforth refekd to as rb2, was found 
t we. to be I(l)), The secondary sector was found to be 
'~efinition: A non-stationary series which can be I(1). Any disturbance to the money supply process 
transformed into a stationary series by differ- then, has a tendency to die out, whereas any 
encing d times is said to be integrated of order d disturbance to output remains in the series all 
or symbolically, I(d). In contrast, a stationary throughout. This precludes any long term equi- 
series is symbolically represented as I(0). librium relationship between the money supply 

A non-stationary time series, that achieves process (excluding rb2) and secondary and 
stationarity on being differenced once is called tertiary sector output. Similarly, all the measures 
I(1). There are several important differences of the general price level (the wholesale price 
between an I(0) and an I(1) series. The I(0) series index, the gross domestic product deflator and the 
hasa mean value and there is a tendency to return index of non-administered prices) all are I(1). 
towards that mean, so that the series tends to This also implies that over the long run, there 
fluctuate around that mean value, crossing the cannot be any equilibrium relationship between 
value often and only rarely 'straying' too far out. nominal and real monetary magnitudes (excl- 
Autocorrelations decline rapidly as the lag uding rb2) and the general price level. It is likely 
increases and the process gives a lower weight to that over the long run, prices will be driven by 
events that are further down into the past, and thus industrial arid tertiary sector outputs. The idea of 
effectively has a finite memory. An I(1) process a long term equilibrium relationship is formalised 
without adrift on the olher hand, will berelatively in the concept of cointegration. Consider initially 
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a pair of series x,, y, each of which is I(1), and or if there is one, it should be from output to 
none of which has a drift or a trend in the mean. money,rather than from money tooutput. In other 
It is generally true that any linear combination of words, either there should not be any equilibrium 
these series is also I(1). However, if there exists relationship between output and prices and output 
alinearcombination that is I(O), the two series are and money, or if there is one, the causal direction 
said to be cointegrated. The formal definition of should be from output to prices and output to 
cointegration was given by Engle and Granger money. If, on the other hand, the classical 
[1987]. dichotomy does not hold over the long run, that 
Definition: Time series x,, y, are said to be is, if there are rigidities leading to substantial 
cointegrated of order d, b, where d 2 0 , b 2 0, non-market clearing and/or market failures, there 
written as: can also be a relationship from m ~ n e y ~ t o  output 

and from the price level to output. Thus, evidence 
x,, Y, - CI(d,b) 1.1 of long run bidirectional causality between the 

price level and output, or money and output would 
if: logically lead to a rejection of the real business 

cycle theory model. Clearly, since gdp is I(2), and 
1. Both series are integrated of order d, all the monetary magnitudes excepting rb2 are 
2. There exists a linear combination of these I(()), there canna  be cointegrationbetween them. 
variables, say Hence, we have tested for cointegration between 
a , x ,  + a,y, which is integrated of order d - b. rb2 (m3 divided by gdp deflator) which was found 

to be 1(1) and secondary sector output, as well as 
The vector [a,, iscalled acointegrating vector. forcointegraion between variousn~easuresofthe 
A generalisation to more than two time series is absolute price level and sector Output. 

straightforward. The results are presented below: 
The coin&grating vector can also be interpreted Cointegration between log of secondary sector 

as the 'long run equilibrium relationship' between OUpUt and log of gdpd was accepted. The fol- 
the two series. The initial technique for testing for lowing cOintegrating vector 
cointegration was discussed by Engle and log(secondar~ sector output) = -0.47819 
Granger in a classic paper [Engle and Granger 1°g(gdpd). 
19873. Later on, Johansen [ 1988,19891, Johansen Cointegration between 1% of secondary sector 
and Juselius [1990] have worked out a generali- Output and 1% of wpi was also accepted and the 
sation based on the maximum likelihood princi- following cointegrtlting Vextor emerges: 
ple. Real business cycle theory claims that over log(secondar~ sector) = - 0.48074 l d w p i ) .  
the business cycle, output and the wholesale price' Cointegration between 1% of secondary sector 
level do not have any equilibrium relationship. output and log of non-administered prices was 
Since all markets are complete and there is con- accepted and the following cointegrating vector 
tinuous market clearing, money supply deter- emerges: 
mines only the aggregate price level. The log(secondary sector output) = - 0.60712 log 
assulnption of complete markets also holds over (non-administered prices.) 
the long term. Hence, over the long run too, the Interestingly, all the long run cointegrating rela- 
price level should not matter to economic activity. tionships have a negative sign. That implies that 
This would also mean that there is no long term in the long run, the general level of prices tends 
relationship between real output and the aggre- to decline with output. Prices could be output 
gate price level. If such a relationship does exist, d r i v~n  iwthe long run. However, the er act 
itshould befromreal output to the wholesale price direction of causality cannot be inferred directly 
level, rather than the other way around. An from the cointegrating vector alone. 
identical argument can be maderegarding money. Whether output is also 'price driven' will 
Either there should not be any long term equi- become clear only when tests of bidirectional 
librium relationship between money and output, causality are taken. 
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Cointegration between log of rb2 and log of 
secondary sector output is also accepted. The 
following cointegrating vector was obtained, 
log (secondary sector) = 0.93587 log (rb2). 

Following Granger l19881, it is known that if x, 
and y, are I(1) and cointegrated, there must be 
Granger causality in at least one direction. The 
predictions of the real business cycle model are 
intact as long as the causality is from output to 
prices and output to money. However, the pre- 
dictions of the model fail if the causality is in both 
directions. Hence, testing for bidirectional 
causality would allow us to infer the validity of 
the real business cycle model. We have used the 
Miller and Russek [I9901 method of testing for 
bidirectionalcausality. Suppose we have two time 
series x, and y, both of which are I(1). Then, the 
standard Grangercausality test will very likely be 
made on the first differences of both the series. 
Intuitively, it will tell us whether the lagged 
changes in one variable, say y, allbw us to predict 
current changes in x; over and above the infor- 
mation provided by past changes in x. However, 
no inference can be drawn on whether past levels 
of y can aHow us to infer current change of x, over 
and above the inference already made possible by 
past changes of x. Miller and Russek [I9901 have 
considered an alternative form of modelling the 
causality tests i n  such a way that if x and y are 
cointegrated, an additional channel of Granger 
causality, in terms of level of y can emerge. This 
is the error correction channel. Consider the 
following equation: 

where the null hypothesis that y does not Granger 
cause x will be accepted if the are jointly zero. 
This, as discussed in the appendix, is the standard 
Granger causality test. Miller and Russek propose 
additionally to test for the significance of the 
coefficient of &., in 

where &= q- ay, and where q - a y ,  is a sta- 
tionary linear combination of x, and y,. We present 
below the results of the causality tests: 
The null hypothesis of no causality from log of 
secondary sector output to log of gross domestic 
product deflator was rejected. The lagged value 
of log(secondary sector) was insignificant and the 
associated F statistic was 0.0556 at 1 and 30 
degrees of freedom. (The lags i n  equation 1.3 
were chosen by Akaike [I9731 information cri- 
terion). However, the lagged value of the error 
correction term was significant at 5% with the 
associated F statistic being equal to 4.7433 with 
1 and 30 degrees of freedom. The null was 
accepted for causality from log(gross domestic 
product deflator) to log (secondary sector output). 
The coefficient of the lagged value of log(gdpd) 
was insignificant with an F statistic of 0.059 at 1 
a .J  30 degrees of freedom. The lagged error 
correction term too was insignificant, with the 
associatedF value of 0.0252 with 1 and 30 degrees 
of freedom. The null hypothesis of no Granger 
causality from log of secondary sector output to 
log of wholesale prices was also rejected. The 
associated F statistic for the lagged value of 
log(secondary sector) was 1.39 with 1 and 19 
degrees of freedom, but the lagged value of the 
error correction term was significant with an F 
value of 19.05 with 1 and 19 degrees of freedom. 
The null hypothesis of no Granger causality from 
log(wpi) to log(secondary sector) was accepted 
with an F value of2.6142 with 2 and 28 degrees 
of freedom associated with the lagged values of 
log(wpi) and the coefficient on the lagged value 
of the error correction term was also insignificant 
with an F value of 1.3182 with 1 and 28 degrees 
of freedom. The null hypothesis of no Granger 
causality was also rejected for causality from 
log(secondary sector output) to Iog(tea1 bal- 
ances). The F statistic associated with the lagged 
value of log(secondary sector) was 0.2809 with 1 
and 30 degrees of freedom, but the error correc- 
lion term was significant (at 10 per cent) with an 
Fvalue of4.091 with 1 and 30degrees of freedom. 
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As for the null hypothesis of no Granger causality Plosser called the Difference stationary class, 
from log(rea1 balances) to log(secondary sector) business cycle models based on time trend 
i t  was accepted with the lagged value of real residuals are r'nisspecified. Chan, Hayya and Ord 
balances having a n F  statistic 0.58 with 1 and 30 [I9771 and Nelson and Kang [I9811 have pointed 
degrees of freedom, and the error correction term out that the autocorrelation function of the 
also having an insignificant F value of 0.0058 residuals from a regression of a random walk on 
with 1 and 30 degrees of freedom. time is a statistical artifact in the sense that it 

Thus, change in levels of wpi, gdpd, and real depends entirely on the sample size and implies 
balances are driven by the past change and levels strong positive autocorrelations at low lags with 
of secondary sector output, and not the other way pseudo periodic bchaviour at long lags. Thus, the 
round. At this stage thvn, if we confine ourselves persisrence of the business cycle will get over- 
40 changes in the relevant time series, we have estimated. 
conclusive evidence in favour of the real growth Nelson and Plosser 119821 have suggested that 
model, Over the long run, it is output that drives series with a unit root can be made stationary by 
real balancesand prices, rather than the other way taking first differences of the data. Indeed, this 
round. However, the same relationships also need methodology has been commonly used in sta- 
to hold over the business cycle for the predictions tionarising data, However, as a technique for 
of real business cycle model to hold. The f i s t  business cycle analysis, it has the following 
differences of a series need not correspond to the limitation: 
cyclical fluctuations in that series. To be able to First differencing eliminates low frequency 
say anything about the business cycle, we need to components of the data. It also passes the maxi- 
first identify the business cycle. It is to this that mum number of high frequency components. 
we turn in the next section. Such high frequency components will not be of 

much use for business cycle analysis which is 
Description of the Business Cycle prilnarily interested in medium to high frequency 

components. For instance, first differencing, at 
Economists commonly decompose univariate one extreme, may pass only random noise. The 

time series into a secular 'long term' growth business cycle analyst, on the other hand, might 
component and a 'short run' cyclical component, be looking for a cyclical movement that lasts 
Various approaches have been adopted in the much longer, for instance, one to five years. 
literature towards detrending univariate time Random noise is hardly likely to serve his pur- 
series. Among these, linear detrending and taking pose. 
f is t  differences have been the most popular so In the present paper, classification of t h e  time 
far. series involved was done on the basis of the 

It is generally assumed that the long run com- Phillips-Perron tests. It is also customary to use 
ponent is relatively smooth, and does not vary the Dickey-Fuller [I9811 and the augmented 
much over the duration of the cycle. Hence, it has Dickey-Fuller tests for this purpose. However, 
been the practice to regress a time series on time these tests are known to be sensitive to the 
(or some polynomial in it) and treat the residuals assumptions regarding the distribution of the 
from the fitted regression line as the short run error term. The Phillips-Perron test overcomes 
cyclical component, to be explained by business this drawback. 
cycle theory. (i.e, Bodkin [19691, Lucas [19731, For those series that are not I(O), detrending by 
Barro (19781, Sargent [1978], Taylor [1979], Hall regressing on time will give a misleading picture 
[1980], Kydland and Prescott [1980], Chitre and of the business cycle. Use of the first difference 
Paranjpe [1987], and Chitre [1991]). operator on stationary series will, on the other 

However, as Nelson and Plosser [I9821 have hand, lead to non-invertibility in the moving 
pointed out in a seminal paper, secular trends need average part. [Nelson and Plosser, 19821. Also, 
not be modelled as deterministic processes. first and second differencing was considered 

For time series belonging to what Nelson and avoidable for the reason noted in the previous 
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paragraph. Apart from that, since the order of Real Business Cycle theory: Affirmed if 1) a) 
integration is different for different series, all of Money is endogenous and passive, meaning 
them would have to be filtered different number thcrcby that money does not Granger cause out- 
of times. This may distort the relationships put, ahd b) is not weakly exogenous with respect 
betweenseries. [Wallis, 19741. Consequently, all to output (see appendix for a discussion of the 
the series have been detrended using the concept of Granger causality). 2) a) Output 
Hodrick-Prescott filter described in greater detail G~~~~~~ causes money, and b) is weakly exoge- 
in the appendix. nous with respect to money. 3) a) The wholesale 

SECTION 2 price level does not Granger cause GDP, and b) 
GDP is weakly exogenous with respect to WPI 

The main testable implication of the real busi- fluctuations (that is, the classical dichotomy is 
ness cycle lheory was lhat magnitudes complete). (All these relationships are of course 
like nominal balances and price level do not play tested for data dewended using the ~ ~ d ~ i ~ k  - 
any part in the businesscycle. Also,it was pointed Prescotl filter, using A = 400.) 
out there that the theory assumes that the classical We have used a number of measures of real 
dichotomy is complete. That means that in a full 
Walrasian equilibrium, there is no reason why balances over the cycle, viz., detrended ratios of 

anyone should hold real balances. A model of the high powered money to gdpd, (HPMR), demand 
business cycle, based on the assumption of a deposits to gdpd (DEPMONR), time deposits to 
complete set of markets, which clear instanta- gdpd (TDR). GDP stands for detrended GDP. The 
nmusly, would naturally lead to the conclusion method of detrending was the Hodnck-PrescOtt 
that real balances do not or rather cannot matter filter allIlded to above, and explained at length in 
for output fluctuations. the appendix. If either 1,2 or 3 above are rejected, 

Work by King and Plosser [1984] and others we interpret it as evidence against the real busi- 
which indicates that according to the real business ness cycle theory model. To start with, we report 
cycle model, money is purely passive and Granger causality tests and Geweke causal 
endogenous. Based on these propositions, we measures. The null hypothesis is rejected if the 
report below the propsitions that we have tested: test statistic is significant at 5%. 

TABLE 1. 

Null Hypothesis F slatistic v l ,  v2. Whether Accepted 

TDR - /-> GDP 68.50837 1.31 NO 
GDP -I-> TDR 3.70089 3,19 NO 
DEPMONR -I-> GDP 1.6696 6,2 1 Yes 
GDP -I-> DEPMONR 0.241329 1.31 Yes 
HPMR -I-> GDP 0.13854 1,32 Yes 
GDP -I-> HPMR 6.67845 1.26 No 
WPI - j-> GDP 2.4283 6,22 Yes 
GDP -/-> WPI 4.2168 1,22 Yes 

Here, TDR -I-> GDP for instance, stands for real 
time deposits (detrended ratio of time dcposits to 
gdpd) do not Granger cause GDP (where GDP is 
the detrended GDP). v l  and v2 refer to the 
numerator and the denominator degrees of Liee- 
dom of the F distribution respectively. The null 
hypothesis that time deposit fluctuations do not 
Granger cause GDP fluctuations is rejected. This 
gocs against the real business cycle theory model, 

whereby the null hypothesis should have becn 
accepted in this case. There is also evidence of 
reversecausality, because the null hypothesis that 
GDP fluctuations do not Granger cause time 
dcposit fluctuations is refuted. The null hypoth- 
esis is accepted in the case of the null hypothesis 
of no causality from demand deposits fluctuations 
to GDP fluctuations and the other way round, i.e, 
no causality from GDP fluctuations to demand 
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deposits fluctuations. The null hypothesis of no against the classical dichotomy holding. Real 
Granger causality from HPMR to GDP fluctua- balances can enter meaningfully only when the 
tions is accepted but is rejected in the case of no classical dichotomy does not holdcompletely. In 
Granger causality from GDP fluctuations to that sense, the distinct pieces of evidence that are 
HPMR. The null hypothesis is accepted for no presented above are mutually consistent. Granger 
Granger causality from wholesale price fluctua- causality tests coupled with Geweke causal 
tions to GDP as we*1 as for no measures then, give some evidence against the 
Granger causality from GDP fluctuations to wpi real business cycle model as far as G~~~~~ 
fluctuations. However, both the hypotheses are causality from TDR to GDp is ~~~k 
rejected at 10% level of significance. Thus, in the 
case of wholesale prices, there is no clear cut of Granger causality from DEPMONR to GDP 

evidence. In fact the rejection of the null and from HPMR to GDP is some evidence for real 

hypothesis at 10% can be taken as mild evidence business DEPMoNR is too narrow 
against the real business cycle model. a magnitude to cause GDP fluctuations. The lack 

Table 2 discusses computed Geweke Causal of causality from GDP fluctuabns to DEP- 
measures. For reasons given in the appcndix, they MONR is more intriguing and stands in need of 
are presented only for the case where the null a theoretical explanation. I-iPMR fluctuations are 
hypothesis has been rejected. They are also more in response to GDP fluctuations than the 
presented for WPI -I-> GDP & GDP -I-> WPI , other way round. The reasons can be understood 
since both these hypotheses are rejected a t  10% if one looks at the composition of HPMR. The 
level. Also, on the basis of the Geweke causal sourcesofHPMR are 1) NetReserveBank claims 
measures, both the null hypthcses can be on Government, 2) Reserve Bank claims on 
strongly rejected. commercial and cooperative banks, 3) Claims on 

TABLE 2. the National Bank for Agricultural and Rural 
Development, 4) Claims on commercial sector, 

Causality. Geweke Causal 5) Net foreign exchange assets of RBI, 6) GOV- 
Direction Measures. emment's currency liabilities to the public, and 
TDR TO GDP 39.65266 7) Net monetary liabilities of RBI. A 
GDP TO TDR 13.34509 
DBPMONR TO GDP -------- predominantly large part is RBI's claims on 
GDP TO DEI'MONR -------- Government, which is hardly likely to influence 
HPMR TO GDP ------.- 
GDP TO HPMR 7.315818 

the business cycle in any systematic manner in 
WPI -I-> GDP 11.22431 the absence of any' conscious business cycle 
GDP -I-> WPI 5.260766 policy. However, GDP fluctuations in turn, can 

easily influence this component. Similar is the 
Gewcke causal measures indicate the explicit case with net foreign exchange assets of the RBI. 

strengthofcausality. It isclcarthatcausalily from The problem is that there is no systematic anti- 
TDR to GDP is much stronger than the reverse cyclical policy ,that is followed by the Reserve 
causality. Thispointgoes againstthereal business Bank. Since the price level is anticyclical, over 
cycle theory model. The fact that there is no the boom, RBI's claimson the commercial sector 
causality from HPMR to GDP is in favour of the and its claims on NABARD can increase in 
real business cycle model. Again, that the cau- response to the needs of business irrespective of 
sality from WPI to GDP is stronger than the whether themonetary authoritiesare targeting the 
reverse onecan bc interpreted as evidenceagainst price level or the interest rates. The fact that 
the real businesscyclc model. Ashas been pointed HPMR does not Granger cause GDP fluctuations 
out above, the real busincss cycle theory model simply implies that the RBI does not follow any 
would predict that wholcsale price level does not systematic business cycle policy.' It is doubtful 
matter, that is, the classical dichotomy is corn- whether this can be interpreted as evidence 
plctc.Thc fact that it matters issimply anevidence favouring rcal business cycles. 
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In table 3, we discuss the evidence regarding below, marginal processes are written vertically, 
weak exogeneity of the time series of interest. whereas conditional processes are written hori- 
Again, the same hypotheses that are alluded to zontally. Entries in the table indicate whether the 
above viz., 1, 2 and 3 are examined. In table 3 null hypothesis of weak exogeneity is accepted. 

Marginal Process Conditional Process 

TDR DEPMONK HPMR WPI G DP 
TDR Yes 
DEPMONR No 
HPMR Yes 

6 No 
No Yes No No 

Thus, GDP is  weakly exogenous with respect role of time deposits and wholesale price fluc- 
to TDR but TDR is not weakly exogenous for tuations in causing business cycles cannot be 
GDP. This gives some evidence to the real busi- completely disregarded. 
ness cycle theory model. However, a strict 
acceptance of the real business cycle model 
requires 1) Output is weakly exogenous with 
respect to money, and b) Money does not Granger Theempirical results presented above imply the 

following: 
cause out~ut. Since b) is rejmted for time In long run, secDr output 
deposits, we do not have any conclusive evidence drives prices as well as money, Money and prices 
in favour of the real business cycle model. are output demrmined in long run, 
However, both these hypotheses are accept* in 2) Over the short run business cycle, there are 
thecaseOfHPMR.OuputfluctuatiOnsare two way linkages between real gdp, time deposits 
exogenous, and there is no Granger ~at~sation and prices. However, the causality from the 
from HPMR to output. HPMR is not weakly monetary magnitude$ to output is much stronger 
exogenous with respect to TGDP, and GDP than the reverse causality. The same holds true 
Granger causes HPMR, This bit of evidence for the wholesale price level over the business 
conclusively goes in favour of the real business cycle. Thus, over the business cycle, neither 
cycle rnodcL As far as DEPMONR is concerned, money supply nor the price level is neutral. The 
thcrc seems to be no connection either way with classical dichotomy does not hold in the short run. 
GDP. This cannot be interpreted as evidence in The long run Story is of course entirely different. 
favour of the real business cycle model. As fa as In the long run, money as well as the price level 
Wp1 and GDP are we find that GDP fie 'output driven' and Pr0feSS0r Friedman's 
is not we&ly exogenous, ~ 1 ~ 0 ,  at 10% level of contention that 'money does not matter' is 
significance, we found that WPI fluctuations do probably valid. 

Granger cause GDP fluctuations. Thus, 3 a) as APPENDIX 
well as 3 b) cannot be accepted directly, HODRICK - PHFSCOTT FILTER 

The ovcnllevidenceof thissection issomewhat Suppose we haveobservations y, ......y, on a non-stationary 
mixcd, but gocs largely against the real business time sadas IY,) (Assume for simplicity that the non- 

statimarity arises fram the trend). Consider thc problem of cycle lno(1cl. It  points out that real factors am decompcwing into Ilrowth 
indccd rospnsible for thc business cycle, but the and a cyclicd component (4) in such a way that 
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Yt=gt+ Ct (1) (p-l)=O.Ontheotherhand.p~limpliesthevalueofp-1 
less than zero. In the regression (4), the null hypothesis that 

I10drick and Prcscon 119801 Propose to  approximate (yt) (p- 1) = 0 can be tested by computing the standard student's 
by a smooth curve. 'bey constrain the smoolhness of the t statistic and cmparing it with the statistical tables presented 
growth component by setring the sum of the squares of its in Fuller [I9761 and Dickey and Fuller [I 9811. (Zr statistic in 
second differences to be less than some finite number. thosetables.) 
Obviously, smaller the number, lower is  the possible vari- lfa trend is deterministic trend is invo~ved, 
ability that can be attributed to the trend. Consider the 
following constrained least squares problem: AY,=(p-l)~,,+at+e, (5) 

T T I  is the form of the regression, and the null hypothesis of no 
min z(cC)+ hx[(g,=l - g3 trend now corresponds to the joint hypothesis of (p- 1) = 0 

,=I t=2 and mot equal to zero which is testing for the simultaneous 
absence of a stochastic trend and the existence of a deter- 

-(&-&!, 15' (2) ministic trcnd. Since more than one parameters are involved, 
S.I. an appropriate test is the Lagrange multiplier test, discussed 

in Dickey and Fuller [1981]. It is possible that the errorterns 
Yt= C,+& in (4) and (5) have significant autocorrelation. In that case, 

the OLS estimated from (4) and (5) would not be relevant. 
The first part :neasures the fit of the curve. Obviously, it is ~ i ~ k ~ ~  and ~ ~ l l ~ ~  [I9811 suggest lagged left hand side 

minimised for yt = gr The second Ierm measures variables to correct for autocorrelation. The resulting test is 
smoothness of the series. It becomes zero when change in gt called h e  augmented Dickey-Fuller test. The critical values 
is  constant for all periods. Hence, the expression is minimised are the same as those for (4) and (5). 
when g is linear. There is a tradeoff between the first and the H ~ ~ ~ ~ ~ ~ ,  these tests are sensitive to heteroscedasticity in 
second termsin expression 2andonemustchoose whatweight the errortern. I,, such a situation, phillips and perron [19881 
to give to each. That job is done by an adequate choice of have suggested transforms of Dickey-FuUer statistics to take 
h. h = 0 sets all the weight to the trend and gives a trend that care of the problem. Let (p - 1) = 8 regression 
always equals the actual series, with the cyclical component value of (p- (6)). Then, Z, can be being zero t!!roughout. On the other hand, h near to intiity 
would result in alinear trend. hmust be set a priori. We have as: 
used h = 4M). (We have experimented with values of h = 400. 
800.1200 and 1600. Here we have reported results only for a) Yt= a+ PYt-I (6) 

= 400.) The algorithm for doing the calculations is given in From 6 define, 
Danthineand Girardine [I 9891. A rather low value was chosen 
for h so that adequate allowance is  made for the variability of 
the trend that time series of developing countries like India st = I/T i et 
are likely to exhibit. 1.1 

k T  

II UNIT ROOT TESTS {= i r r i e ; + u t ~ w ,  z stst, 
1 4  .=I t*l 

where w,= 1 - s/(k+1) 
Consider a model 

b) Now work out 
Y, = p y ,  I +el e, = h(0.0:) (3) 

We would like to test whether p = 1. If that is true, the 112($ - $) Z,=T(@- 1)- expression would be a random walk. However, the simple I .I- 

OLS regression of y, on y,, would not be correct because, - *I=] uYI-y)2 
besides having the problem of a lagged dependent variable, 
since under the null hypothesis, a non-stationary process is 
involved, the t statistic would not have a l imihg nomal ? = I s J ~ % -  8) 
distribution [See Charemza and Deadman, 19921. Consider a 
modification of 3, 

where $is the student's t statistic for testing the hypothesis 
AY,=(P-~)Y, ,+~,  (4) fl= 1 in equation 6. The limiting distribution of Z,and q a r e  
where Ais the first difference operator. p = 1 corresponds to the same as those in FuUer (19761. 
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Jll GRANGER CAUSALITY TESTS 

Various papers have investigated the subject of Granger 
causality. (For an excellent discussion, see Nachane (19911). 
Normally, the following tests are common in the literature: 
1) Granger's I19691 test. (GR). 
2) Sim's modified (19741 test. (MS). 
3) Geweke [1982a] test. (GW). 

By now, GR and MS are standard knowledge and hence 
will not be discussed here. The interested reader can see 
Nachane [I9911 or Jadhav and Joshi (1 9931. The GW test is 
comparatively newer. Consider two covariance stationary 
time series (x,) and (y,). Suppose the null hypothesis being 
tested is 'y does not cause x'. In the standard GR test, the 
following two regressions are first executed: 

\=  ,=a Ex$,+ ,'I 8 pjy,.,+u, (12) 

Let s l  and s2  be the estimated variances of u, and u2. The 
estimated Geweke measure of causal dependence from y to x 
is defined as: 

This measure possesses several important properties: 
1) This measure gives an explicit quantitative indication of 
the strength of causality . The other tests do not posses thb 
feature. 
2) The measure is non-negative and invariant with respect to 
separate invertible lag operations on (x,) and ( y,). 
Geweke [1982b] establishes h e  equivalence of the above 
mentioned null hypothesis with the true feedback measure 
being equal to zero. If there are n observations, the statistic 
a(.) is distributed asymptotically x2(klq) where k and 1 are 
the dimensions of (x,) and (y,) above. 

AU these tests are theoretically identical under some mild 
assumptions. However, the finite sample properties of these 
tests aremuch lessunderstood. The GR testis slighrly superior 
to the MS test. It is also superior to the GW test [Nachane 
19911. In view of these findings, we have reported only the 
results of the GR test and also the results of the GW test. 
because the GW test gives an explicit indication of the strength 
of causality, which is not provided by the other tests. 
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DOCUMENTATION 

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

In the present section we publish,: 

Report of the Indian Economic Enquiry 
Committee, 1925, Vol. I - (Chairman, Sir M. 
Visvesvaraya) 



INDIAN ECONOMIC ENQUIRY COMMITTEE, 1925 
REPORT 

CHA I'I'ER I (8) The machinery required far the imposition, 

IN'I'ROUUCI'ORY asscssmcnt and collection of taxes, old and 
ncw; 

Origin of the Committee (9) The general financial and economic effects 
of the proposals." 

On thc 4th of February 1924, the Council of 
Sutc  passed a Resolution on the subject of an Consriturion of and Terms ofRef-  
enquiry into the economic condition of the pcoplc 
of British India in the following form:- erence 

"That this Council rccommcnds to thc 
Governor-Gcneral in Council that the Local 
GovcrnmcnLs may be consultcd with regard to 
the desirability of undcrtaking an inquiry into 
the general economic conditions of British India 
and whether they are preparcd to support the 
proposal to appoint a Committee and to co- 
operate in its labours if appointed." 

Later on, on the 22nd September of the  same ycar, 
the Legislative Assembly adopted a Resolution 
on the same subject which read as follows: 

2. After taking these recommendations into 
consideration, the Government of India, with the 
approval of thc Secretary of State, announced the 
appointment of the Indian Economic Enquiry 
Committee in Finance Department Resolution 
No. 655-F, dated the 22nd January 1925. The 
subjects given to us for investigation are 
embodied in the following tcrms of reference set 
out in paragraph 2 of the Resolution:- 

"To examine the material at present available " 

for framing an estimate of Lhe economic con- 
dition of the various classes of the people of 

'IThis Asscmb'y recommends lo lhc British India; to report on its adequacy; and to Governor-Gencral in Council that he be pleased 
immediately to dissolve the present Taxation make recommendations as to the best manner 

Inquiry Committee and appoint, instead, a in which it may be supplemented, and as to the 

Committee of non-officials and experts, in lines on which a general Wonomic survey 
consultation with the leaders of the in should be carried out, with an estimate of the 
the Legislative Assembly, to institute a thor- expenditure involved in giving effect 10 such 
ough inquiry into and report on the following recommendations." 
matters (with power to them to make an ad 
interim report): 3.  Preliminary Work 

(1)  The economic condition of the various 
classes of the people of India; 

(2) Their income pcr hcad; 
(3) Their capacity to bear the existing burden of 

taxation (including land revenue); 
(4) The general resources of the country; 
(5) The manner in which the burden of taxation 

isdistributcd at present between the different 
classes of the population; 

(6) Whether the whole schcme of taxation - 
Central, Provincial and Local - is equitable, 
and in accordance with economic principles; 
if not, in which respects it is defcctive; 

(7) The suitability of alternative sources of 
taxation without increasing thcpresent level; 

The Committee assembled in Delhi on 7th 
February 1925 and proceeded with the prelirni- 
nary work of recruiting the office and research 
staff, and collecting the  official publications, 
books and olher material required. Arrangements 
were made simullaneously through the Finance 
Department of thcGovernment of India toobtain, 
from the Dominions and certain foreigncountries, 
some selected books and other publications 
needed for the enquiry. The Committee experi- 
enced some difficulty at first in securing the 
services of trained research assistants, and it was 
not till the I'irst week of March that the candidates 
selccted were able to enter upon their duties. 
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4 .  ?'he Questionnaire and Examination 
of Witnesses 

While the work of collecting and examining the 
available material was in progress, it was decided 
to issue a questionnaire and to undertake a tour 
round the principal provinces with the object, on 
the one hand, of recording the oral evidence of 
witnesses residing in those areas, and, on the 
other, of consulting the representatives of the 
Local Governmenrs, wherever possible, on the 
subjects entrusted to us for investigation. The 
questionnaire, which is printed at the beginning 
of volume I1 of this report, was issued in print on 
1st April and altogether 622 copies were dis- 
tributed. Written statements in reply to the 
questionnaire were furnished by 106 persons, of 
whom 60 were officials and 46 non-officials. The 
total number of witnesses who gave oral evidence 
was 81, of whom 45 were officials and 36 non- 
officials. 

Before proceeding on tour, the Cammittee met 
in Delhi several representative members of the 
Council of State and the Legislative Assembly, 
who had specialised, or were known to take 
interest, in economic questions, and conferred 
with them on various points arising out of the 
termsofreference. Some eighteen members in all, 
both European and Indian, attended these con- 
ferences. 

Witnesses from the Bengal Presidency as well 
as from Bihar and Orissa and Assam were 
examined in Calcutta. At Poona, we took the 
evidence of witnesses from the Bombay Pres- 
idency as well as of those from the Central 
Provinces. During the return journey we halted in 
Bombay for a couple of days to consult certain 
leading economists and business men, some of 
whom had not been previously examined as 
witnesses. The Punjab witnesses and some 
experts of the Government of India Departments 
were examined at Sirnla on the conclusion of our 
tour. We had opportunities of conferring with the 
officers of the Governments of Burma, Bombay 
and the Punjab in regard to questions of organi- 
sation and the cost of an economic survey for their 
respective provinces. It was originally intended 
toexamine the representatives of the Government 
of the United Provinces in the course of our tour, 
but as thaj Government had arranged to move to 
the hills just before our visit, the officers con- 
cerned were unable to meet us at Allahabad. The 
United Provinces Government, however, kindly 
suggested that we should pay a visit to Naini Tal 
for the purpose, but the time at our disposal being 
limited it was not found possible to comply with 
the suggestion, and as the officers were unable to 
mect us at Simla, their opinions were obtained in 
writing. 

6. Acknowledgements 

5 .  Work Done on Tour We are indebted to the Finance Department of 
the Government of India for various facilities 

The Committee commenced their tour on the afforded tousand for the supply of  a largenumber 
6th of April 1925 and visited six major provinces ofreports andofficial publications,someof which 
as indicated in the following itinerary. The were o b ~ i n e d  from the British Dominions and 
number of witnesses examined orally is noted foreign countries. We desire to express our 
against each centre. obligations to the Local Governments for the help 

and facilities afforded in respect of accommo- 
dation and otherrequirementsduring our visits to 

Nameof Anival Depanure Number of 
centre witnesses the various centres. The acknowledgements of the 

examined. Committee are also due to  the gentlemen, both 

AUahabad 6th April 9th April 7 officials and non-officials, who, a t  the expense of 
Calcu~tn l0rh April 17th April 17 much time and labour, favoured us with written 
Rangoon 20rh April 24th April 16 memoranda or gave oral evidence in the course 
Madras 27th April 1st May 14 
Poona 3rd May 71h May 17 of this enquiry. 
Bombay 8th May 1Olh May We regret that on account of fundamental dif- 
Simla 12th May 10 ferences of opinion we have 'not had the benefit 
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of the co-operation of our colleague, Mr, A. R. made abundantly clear in the course of our tour 
Burnett-Hurst in the preparation of this report, We that there is a widespread desire in the country for 
desire however to place on record our high an economic enquiry. 
appreciation of his services as Secretary to this 
Committee. The office and research staffs have 9. Value of a Survey 
also worked to our entire satisfaction. 

As regards the main purpose and permanent 
CHAPTER 11 value of an economic survey, we cannot do better 

OBJECT OF AN ECONOMIC SURVEY than invite attention to the estimation in which 
investigations falling within the scope of such a 

7. Desire for an Enquiry survey are held outside India. Speaking of the 
Empire Statistics Conference which sat in Janu- 

The object for which this Committee was Con- and February 1921, the London Times said: 
stituted has sometimes been misunderstoad. 
Although the nameof the Committeeis associated "In Germany before the war the Statistical 
with the term "Economic Enquiry" we have no Bureaux were ceaselessly employed in working 
concern with any actual investigation into the on everything that illuminates the future of the 
economic condition of the people.Our ask, under German people; and in the era which is now 
the terms of reference, is limited to the framing opening there can be little doubt that the nation 
of a scheme of economic survey after examining which studies the drift of events as it is revealed 
the adequacy or otherwise of the material already by thestatistical analysis will beinfinitely better 
available. The idea of an economic survey is of equipped to take advantage of its opportunities 
foreign origin and of comparatively recent growth than another which perhaps trusts only to the 
in India. The matters to be dealt with in the course methods of empiricism." 
of such asurvey are partly technical and thepublic 
in this country are unfamiliar with the body of A Commission appointed in 1912 to examine 
scientific facts which bear upon the issue. It may and report upon the official statistics of Canada 
therefore not be out of place to preface this report remarked that there had been no general answer' 
with abrief explanation of the meaning andobject to the question: What are the phenomena 
of, and the processes involved in, an economic requiring the scientific measurements supplied by 
survey. statistics, if Canadian national development is to 
8. The economic condition of the people of this proceed lo the best advantage? It went on to say: 
country has been the subject of frequent active "Lack of unity and ca-ordination prevents me 
controversy and dispute. Although the contro- comparisons between Canada and other coun- 
versial spirit underlying the discussions has in a tries. The recent growth of international inter- 
mild way extended also to the present enquiry, course has rendered such comparisons more than 
the evidence given before the committee and the ever necessary, and they have become 
opinions ventilated in the press leave no doubt indispensable tothenationalprogressofCanab." 
that the public and a majority of the officials are Again the Official Year Book of the same 
in sympathy with the objects associated with an Dominion for 1922-23 states: "Statistics are not 
economic survey. If there has been any hesitation merely a record of what has been, but are for use 
on the part of some of the witnesses to advocate in planning what shall be; it is the duty of a 
a survey, it was due either to a mistaken belief statistical bureau to assist directly in the day to 
that sufficient material already existed to enable day problems of administration as well as to 
remedial measures to be undertaken in regard to provide their theoretic background, One of the 
the country's economic deficiencies, or it was moqt significant or recent developments in 
based on a vague nstian that the expenditure administmtion is the extent to which statistical 
which the survey would involve might not bring organisation has been increased as a guide to 
results of any immediate value, But it has been national policy," 
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Mr. R. H. Coats, the present Dominion Statis- the death rate high. The average income and the 
tician of Canada writes: "Our problems will to a standards of living are both stated to be so 
new degree involve our relations with other inadequate that according to the official publi- 
countries with whose statistical data it is most cation "India in 1923-24", "a very large propor- 
important that our own should range in scope and tion of the inhabitants are beset with poverty of a 
quality." The same writer Says in another Con- kind which finds ni, parallel in western lands." Jt 
n ~ t i o n :  "Organised coordinated effort is eSSen- is feared that the prosess of productive industries 
tia' lo the progress Of the administrative oragriculturalmethods hasnotkeptpacewiththe 
equipment Of the cOunq- and the statistics are increase of the population or the higher standards 
the corner-stone - the basic organisation without of living necessitated by world conditions. An 
which the endeavour to meet new situations will expert wilness - an American - told us at Alla- 
be Again G. habad that the crop yields of ihe country were Knibbs, formerly the Commonwealth Statistician about the lowest of any civilised counuy he knew of Australia, in a paper read before the British The holdings in mmy places Royal Statistical Society in January 1920, said: 
"A Department whose duty it is to keep the subdivided. It  is alleged by some that the food 

publicists, and the economists and supply is insufficient. The losses of cattle due to 
the nation generally, informed as to the movement S C ~ C ~ ~ Y  and disease arc heavy and frequent- The 
ofevery important activity in it, an~o~popu~at ion  unproductive debt of thc  pcasantsof British India 
facts, is of obvious value if intelligent direction including Burma is estimated by Mr. M. L. 
is to be given to national affairs, or an intelligent Darling, I.C.S., of thc Punjab, at Rs 600 crores. 
study of them is to be made possible. TO a large There is a large store of cheap and docile labour 
extent existing statistics are a side product of and in many Parts of the country chronic under- 
various government or other departments pro- employment is a marked characteristic of every 
duced mainly as  a sort of public advertisement of day rural life. Sevcral wimesses have urged that 
their activity or for departmental use, each acting unemployment among the lower middle classes 
on its own initiative, the whole uncoordinated and is causing much distress. 
often without appropriate technical direction. " Where so many deficiencies exist, who can say 

'J%ese observations apply mutatis mulandis to that an economic survey comes too early or that 
the conditions of British India. Surveys in various it isnotcalled for? The problem before the country 
forms are now a regular feature of the adminis- is how to provide employment for a growing 
trativeactivities of the self-governing Dominions population and avert poverty and distress, There 
within the Empire, and in India too, the time has aredefects in the outlookof the people anddefects 
arrived when a survey should be regarded as an in the economic structure of the counuy and both 
indispensable preliminary to the formulation of these demand comprehensive ueatment by the 
economic policies and the treatment of many of latest and most approved 
the larger problems that arise in connection with 
the economic development of the country. 1 1 .  Economic Problems 

10. Economic Deficiencies 
The primary purpose of an economic survey is - .  - 

 id^^^^ was adduced before us to emphasise to cdiect and compile facts and statistical data 
the fact that the people's tmditions and habits relating to the economic condition of the people 
were anti-economic. It is  said that they spend their and it is loo well known to need any emphasis that 
small savings extravagantly on marriages and numerous problems concerning the material 
litigation. or invest them in unnroductive hoards well-being of thc people of British India are 
or yn the shape of jewellery o; ornaments. Over to-dayawaitingtreatment undcrtheguidancebcst 
92 per cent of  the population is illiterate. The supplied by an economic survey. The results of 
average expectation of life is extremely low and such a survey should, among o~hcr things, lead to 
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the adoption of measures for increasing produc- (2) Tests applicable to classes of peopleor local 
tion and ,wealth: measures, such as, the indus- areas: 
Dialisation of agriculture, the development of 
industries and trade, the redistribution of Individual income, individual wealth, collective 
populationaccording to the fertility of the various wealth, cost of living, wages and prices, 
tracts, increasing the efficiency of labour, and indebtedness, etc. 
calling in the aidof machinery, science and capital 
for developing the country's vast resources and 13. Technique of Measurement 
organising its stupendous man power. 

CHAPTER 111 After making allowances for differences in 
conditions, statistics scrve as a technique for 

TESTS OF ECONOMIC CONDITION measuring the comparative well-being of nations, 
12. Main Heads of Enquiry communities, or social groups as distinguished 

from households or individuals. "Proposals for 
The term 'economic condition' has a wide progress in modem civilization and solutions of 

significance. It may include purely economic its problems," says Sir Josiah Stamp, "depend to 
tests, such as, income and cost of living or such an increasing extent upon the methods of 
factors as trade or transportation which are indi- extraction or statistical science as distinct from 
r a t  measures of economic activities; or it may statistical arithmetic in those fields where precise 
also embrace socio-economic factors, such as, measurement or enumeration is not possible." 
education, expectation of life, labour conditions, 
movement of the population, etc. In our ques- It should be noted that all the goods and services 
tionnaire, a Suggestion was thrown out that an implied in the estimates of production, income or 
enquiry into the economic condition of the people wealth are measured by a price. From a technical 
should embrace - Production, Wages, Income, point of view, it is only when aprice can be fixed 
Cost of Living, Wealth, and fndebledness. that the income or assets of an individual or 

At the Same time W e  invited 0pinion~ as  to community become eligible for consideration in 
whether any additions were necessary. Barring a the economic regime, 
few who were opposed to an economic enquiry 
in any shape or form and a few others who 14.Production 
sunaested the omission of one or more of the tests 
jucmentioned, the witnesses were generally in 
favod of the enquiries suggested in the ques- 
tionnaire. Some of them wanted various additions 
made to the suggested enquiries, but those were 
outside the scope of our terms of reference. 

~ f t ~ r ~ i v i r i ~  careful consideration to the opin- 
ions received, we have come to the  conclusion 
that ,apart from such subjects as trade, 
communications, finance, ete., for which fairly 
satisfactory statistics are now maintained, an 
enquiry into the economic condition of the people 
should fall under two main heads, viz., 

(1) Tests applicable to a province or the country 
as a whole: 

Production, national income and national 
wealth. 

Views as to what constitute appropriate data to 
measure the economic condition sf the people 
differ widely, but it is generally admitted that the 
production of material utilities in adefinite period 
of time, usually one year, is an important test, for 
it is production which forms the basis of the 
sustenance and comfort of the people. Whether 
for classes, tracts, or provinces or for the country 
as a whole, the determination of the annual 
resources which are made available for con- 
sumption either locally or abroad, appears to be 
of primary importance. 

Production means the money value of the goods 
or articles produced in a year. As thus defined, i t  
forms a part of the year's income. The term 
'production' is used in this connection in its 
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popular acceptation, i.c., as including such pro- 
cesses as the growing of crops, extraction of 
minerals, capture of fish, conversion of water into 
electrical current, manufacturing, etc., - in eco- 
nomic phrase, the creation of 'form utilities'.* 
We have not includcd in the definition of the tenn 
'production' the various activities comprised 
under transportation, exchange of goods, elc., nor 
those under other 'service utilities' although both 
these are, in a strictly economic sense, no less 
'productive'. In this report, therefore, production 
will be interprctcd to mean the aggregate money 
value of the produce, in a year, mainly from 
agriculture, pasture and dairy farming, forests, 
fisheries, mining and manufactures. 

An idca may bc I'ormed of the relation between 
'production' regarded as 'fonn utililies' and 
'national income' which includes also 'service 
utilities' from thc fact that a rough estimate of the 
national income ofCanada in 1920put therelative 
values of 'production' and 'service ulilities' 
comprising it, at two-thirds and one-third, 
respectively, in proportion 10 the total number of 
persons uscfully and gainfully employed in the 
respective occupations. 

"The twomeasuresof material well-being" says 
Mr. G .  H. Knibbs, formerly the Commonwealth 
Statistician of Australia "are incomeand wealth". 
The distribution of income and wealth isof special 
value. Consumption in its relation to saving isalso 
treated as one of the main tests. The meanings 
attached to these tcrms differ according to the 
circumstances of their use and are not always on 
a uniform basis. 

"Income",according toDr. C. J. Bullock, "is the 
chief test of the taxpayer's ability". For purposes 
of taxation, "it is without doubt superior to either 
consumplion or weallh." The term 'income' may 
be considered either from the point of view of 
individual income or national income, the term 
'national' being interpreted to apply lo the 

country as a whole or to any defined adminis- 
trative or geographical area. National income is 
defined as "the aggregate money expression of 
those goods produced, and services performed, 
by the inhabitants of the country in a year, which 
are as a fact, generally exchanged for moneyH.** 

Individual income is the share of the price set 
on our products and scrvices under the different 
namesof wages, house rents, farm rents, interests, 
or profits, or the sale of production, etc.*** 

Wcalth is the name given to the loval stock of 
goods and services which are in a person's pos- 
session as a result of his total accumulations to 
date. In economic parlance, wealth docs not mean 
great riches only. "To the economist, the poor 
man'sdwclling and thc rich man's palacearealike 
wealth since they satisfy economic wants." The 
term 'wealth' like income, comes up for consid- 
eration either from the point of view of natio.nal 
wcalth or of private wealth, the former being the 
aggregate of wealth of the individual citizens of 
the slatc as well as the corporate or communal 
wealth represented by such assets as national 
railwavsand municinal water works. The national 
wealth of a countrys is "the value of the objects 
found within its boundaries including the wealth 
ofits inhabitantsw.* Approximateestimates of the 
national wcalth comprising both public wealth 
and private wealth are prepared by various 
methods but chiefly by what is known as the 
"inventory mcthod". 

1 7. Of her Tesu 

Of the remaining testsone of the most important 
is cost of living. The cost of living is usually 
ascertained from Pdmily budgets or by a house to 
housecanvass. The cost changesat short intervals 
with the prices of food, clolhing and rent. The 
pcrcenuge of income expended by a family on 

* The Canada Year Rook 1922-23, page 2 16. 
** Sir Josiah Stamp's "Wcalth and Taxable Capacity", pagc 40. 
*** Gide's I'olrticiil Iconomy, page 455. 
* S I ~  Josiah Stamp's "Wealth and Taxable Capacity", pagc 7. 
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subsistcncc is an indcx of iw material prosperity. 
The diffcrcnce bctwcen income and cost of living 
rcprcscnts the savinb of the family, or the accu- 
mulation of capital or wcallh. There is a tendency 
among modem nations to fix a standard of living 
to cnable a worker and his family to subsist in 
hcallh and comfort and to expect his employer to 
pay a wage sufficient to maintain that standard. 

Enquiries regarding indebtedness would bc 
necessary in provinces whcre the peasant pop- 
ulation is heavily involved in debt. Other heads 
of enquiry which readily suggest themselves for 
Indian conditions are unemployment, undcr- 
employment, fragmentation of holdings, etc. As 
explained already, there will at all times be 
numerous questions of a local or special character 
in regard to some phase or other of the economic 
condition of the people requiring investigation 
with aview to the adoption of remedial measures. 

18. Uses of Estimates of Nalional Wealth and 
Income 

Among the uscs to which, according to Sir 
Josiah Stamp, estimates of national wealth and 
income may be put are (I)  tests of the country's 
progrcss by way of comparisons between differ- 
ent years to show the accumulation of capital, (2) 
tests of the distribution of wealth among the 
different classes of population, (3) tests of the 
relative 'prosperity' or resources of different 
nations or communities either as a whole or per 
head of the population, and in relation to their 
national debt, and (4) comparison of income with 
capital and property. 

In the treatment of questions of taxation it will 
be necessary to prepare estimates of ipcome as 
well as of private wealth and the distribution of 
such income and wealth. 

Literature relating to the estimates of national 
wealth and income is readily available in Great 
Britain and the methods and data for that country 
are better known and understood than those for 
other countries.** In the United States of 
America, periodical estimates of the wealth of the 
country are officially published by the Census 
Bureau. Taxes are coileclcd in the States mainly 

on the basis of wealth, Rough estimates of income 
and wealth are published for Canada, Australia 
and New Zealand. It is time that a beginning was 
made to prepare such estimates also for British 
India. 

CHAPTER IV 

EXAMINATION OF MATERIAL AVAILARLE 

STATISTICS GENERAL 

19. The first part of the terms of reference in the 
Government Resolution appointing this Com- 
mittee asks us "to examine Lhe material at present 
available for framing an estimate of the economic 
condition of the various classes of the pcople of 
British India, to report on its adequacy an4 to 
make recommendations as to the best manner in 
which it may be supplemented. 

20. Data Collected in the Dominions and;breign 
Countries 

The adequacy or otherwise of the existing 
matcrial may be best judged in the light of the 
statislical data bcaring on economic conditions, 
usually collected in the Dominions and foreign 
countries. The subject being new to India, w e  
must be guided by international standards in this 
respcct or by standards adopted in countries 
whcre the collection of economic statistics has 
made appreciable advance. 

The nature of the statistical information avail- 
able in the Dominions and foreign countries and 
the methods of collecting the data in those 
countries are outlined in Appendix I of lhis report. 
We may briefly mention here that statistics of 
production in  all its branches are more or less 
complete in most of the advanced countries of the 
west. The income tax and wage statistics which 
are published in considerable detail give, between 
them, a fairly good idea of the income of the 
population. In several cases, estimates of the  
national or private wealth are also available. Cost 
of living index numbers are invariably prepared 
in all the Dominions. No figures of indebtedness 
of individuals or classes are published, presum- 
ably bccause individual indebtedness is not a 
prominent characteristic of the population of 

** Paper read b y  Sir Josiah Sump before h e  Royal S~aGsticnl Sociely in 1919. 
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those countries. Statistics relating to trade, increasing numbers by Professors of Economics 
transport, finance, population, and other allied in most Universities and Collcges which have 
subjectsof economicintcrcstareusua~lyvcryfu~~. faculties or courses in Economics. Some non- 

official societies, such as the Chanakya Society 
21. Material Available in British India of Palna, have taken it upon the~nselves to collcci 

Thestatistical Abstract for British India and the 
other publications detailed in Appendix 2 ....., 
show thata mass of statistical material is collected 
in this country on a variety of subjccts. Some of 
these subjects, such as, justice,policc and prisons, 
wild animals, pilgrims, medico-legal invcstiga- 
lions, lunatic asylurns, merchandise marks, 
meteorology, and patents and designs though 
indirectly affectihg the well-being of the pcople 
are, strictly speaking, not of economic signifi- 
cance and the material relating to these nced not 
be examined by us. 
22. Wegive below a list of the remaining subjccts 
on which statistics are now collected generally by 
the departments concerned and published in 
varying degrees of dcteil:- 

Area, agriculture (tenures, crops, etc.), irriga- 
tion, live-stock, forests, fisheries, minerals, 
numberoffactories and detailsof some large scale 
industries, prices, wages, registration (including 
land transfer), finance (including income tax, 
coinage and currency, banks), co-operative 
societies, joint stock companies, life insurance 
companies, production of opium and salt, pop- 
ulation, trade (foreign and inland), transport and 
communications (including posts, telegraphs, 
telephones and shipping), vital statistics and 
migration, municipalities, dismct and local 
boards and education. 

23. Besides the general statistics mentioned 
above, Iwal and special enquiries have been 
conducted from time to time concerning cottage 
industries, indcbtedntss, fragmentation of hold- 
ings, family budgets, general condition of vil- 
lages, milk supply of certain towns, conditions of 
labour including housing, cost of living, etc., 
mostly by private individuals and occasionally 
also by official agencies. Many University Pro- 
fessors of Economics have carried out intensive 
studies of villages with thc hclp of their college 
studenls. Such studies arc being taken up in 

and publish family budgets; and private individ- 
uals, of whom Mrs. Caleb is a notable cxample, 
have intctcstcd thernsclves in the family budgets 
of particular classes. The Bombay Labour Office 
has collectcd useful infor~nation regarding the 
condition of the labour classes and the depart- 
rncnts of Co-opcrativc Credit are devoting their 
attention to the investigation of problemsrclating 
to agricultural classcs, such as, indebtedness, 
fragmentation of holdings, etc. A Board of Eco- 
nomicEnquiry has beenestablished in thepunjab, 
divided into rural and urban sections. The rural 
section particularly is having investigations made 
by paid investigators in villages under the 
supervision of the Registrar, Cooperative Credit 
Societies. AgrcatdeaI of information iscontained 
in the repork preparcd by setllcmcnt officcrs and 
particularly in lhc settlement rcports of Burma 
which are a mine of information relating to the 
economic condition of the pcople. 
24. A mass impression of the gencral economic 
condition of lhe people of British India is derived 
principally from the reports of thc decennial 
population censuses and the statistics annually 
published by the Govemment of India in varying 
degrees of completeness. It is from these reporls 
that British and foreign experts havemadeshrewd 
guesscs at  he income and wealth of the people of 
this country. The production statistics are decid- 
edly incomplete, but some details are available 
which have enabled an idea, howsoevcr rough, to 
be forrned of Lhe per capira production. The 
external mde  statistics are very complete and 
give a clear conccption of the balance of trade 
from year to year. The statistics of communica- 
tions indicate the extent of transport facilities 
available for the business of the couniry and the 
budget gives the magnitude of the financial 
operations of the Govemment. The education, 
population, and vital statistics give glimpses into 
other phases of thc cconornic life of the pcople. 
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25. Classificalion of Marerial the financial aspects of the administration, 
including public debt. Detailed information is 

For the purpose of determining in what respects available in the civil and army estimates, in the 
the statistical data available are deficient from an departmental estimates, and in the "Finance and 
economic point of view. the subject may be Revenue Accounts", published by the Auditor 
considered under the following three main General. Regarding currency and coinage, the 
classes:- annual "Report on the Operation of the Currency 

Department" and "The Report on the Adminis- 
I. General Statistics other than production, tration of Mints" give the imports and exports of 

comprising:- Finance, Population, Trade, gold and silver,amount coined, old coins received 
Transport and Communications, Educa- for recoinage, number and value of currency notes 
tion, Vital Statistics and Migration. of each denomination in circulation, composition 

11. Statistics of production, including:- Agri- of the paper currency reserves, securities created, 
culture, Pasture and Dairy Farming, notes held in Government treasuries, etc. 
Forests, Fisheries, Minerals, Large Scale Information about local financecan be had from 
Industries, Cottage and Small Scale the financial statements of municipalities and 
Industries. local boards, summatised statements whereof are 

111. Estimates of Income, Wealth, etc.:- given in the "Statistical Abstract" already referred 
Income, Wealth, Cost of Living, to. 
Indebtedness, Wages and Prices. Other information relating to public or private 

finance is given in the "Statistics relating to Banks 
The statistics falling under class I are more or in India" and "Reports of the Co-operative Soci- 

lesscomplete; those under class I1 are satisfactory eties". Statistics relating to Post Office Savings 
insomerespectsbutincompleteortotally wanting Banks will be found in the "Report of the Posts 
in others; while as regards estimates of income, andTelegraphsDepartmentl', thoserelating to the 
wealth, etc., class 111, no satisfactory attempt has paid-up capital of companies are given in the 
beenmadeinBritish India tocollect thenecessary "Report of Joint Stock Companies", and those 
material on a comprehensive scale. pertaining to life assurance companies appear in 

The condition of general statistics under class I the "Statistical Absuact". We think the report of 
will becommented upon in the remaining portion Joint Stock Companies should contain informa- 
of this chapter and the subjects coming under tion regarding the dividends declared. The figures 
classes 11 and 111 in the two subsequent chapters. are published from time to time in the Calcutta 
We shall, in dealing with each subject, suggest Weekly Journals, the "Capital" and the "Corn- 
how the existing material may be supplemented, merce". We are also of opinion that statistics 
where it is incomplete or defective, or how the relating to insurance companies, for purposes 
required information may be collected where other than life insurance, should be included in 
none is available at present. the Statistical Abstract. 

STATISTICS GENERAL 
27. Populafion 

26. Finance 

Besides the Budgets and Financial statements 
of the Central and Provincial Governments, there 
are special departmental publications, in each 
province, relating to the administration of land 
revenue, salt, customs, income tax, excise, 
stamps,registration, forestsand opium, thelast in 
the United Provinces and Bihar and Orissa only. 
These publications give sufficient indication of 

The statistical publications relating to the 
decennial censuses of population in India leave 
little to be desired. Statistics relating to territorial 
distribution, migration, age, sex, civil condition, 
caste, tribe or race, religion, language, occupa- 
tion, literacy and infirmities, are discussed in 
great detail; and at the last census, a chapter on 
the.economic condition of the people was added 
to the Census Reports for Bombay, Assam and 
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Baluchistan in the shape of an analysis of family 
budgets. An industrial census was held in 1911 
and again in 1921 along with the population 
census, in the course of which the number of 
factories of each kind and the number of opera- 
tives employed were recorded. The economic 
value of the statistics of population and of the 
indications they give of the various aspects of the 
social life of the people is very considerable. The 
growth, decline and movement of the population, 
the variation in occupational distribution, the 
increase of literacy, the distribution of the pop- 
ulation in life periods and the duration of life are 
all phenomena which demonstrate the material 
and physical progress of the people; while sta- 
tistics relating to sex, civil condition, language 
and religion afford tests of other phases of their 
economic welfare. 

28. Trade -Foreign, Sea-borne 

The statistics relating to foreign trade are 
exceptionally good. Information as to the sea- 
borne trade is available in the annual "Statement 
of the Sea-borne Trade and Navigation of India", 
and in the monthly and annual "Accounts relating 
to the Sea-borne Trade and Navigation of India". 
These publications give the quantity and value of 
every article (including treasure and Government 
stores) exported, imported and re-exported, 
specifying the details of trade with each country. 
All the maritime provinces (except Bihar and 
Orissa) have their separate annual reports. 

29. Overland 

Just as the maritime provinces have their sep- 
arate sea-borne trade reports, so have the prov- 
inces adjoining the land frontier (viz., Sind and 
British Baluchistan, the North-West Frontier 
Province, the Punjab, the United Provinces, Bihar 
and Orissa, Bengal, Assam and Burma), their 
annual reports relating to the external land trade. 
There is also an all-India monthly publication 
called "Accounts relating to the Trade by land of 
British India". The annual "Review of the Trade 
of India" gives in a very lucid and concise manner 
all the necessary information relating to the 
country's foreign trade, including the export and 

import prices. So far as external land trade is 
concerned, our information is that the arrange- 
ments for the collection of primary data are 
defective, but we understand that steps are being 
taken to record land frontier statistics more cor- 
rectly from the next year. 

30. Internal Trade, Rail and River Borne 

We find that one of the effects of the recom- 
mendations of the Inchcape Committee has been 
to discontinue, almost entirely, the collection of 
figures of internal trade. Before the retrenchment, 
the Department of Statistics used to publish 
annually the "Inland Trade (Rail and River borne) 
of India" and all the provinces used to issue 
similar publications. These gave the import and 
export trade in staple articles of each ofthe five 
or six blocks into which every province was 
divided; and the imports and exports of eighteen 
bigger blocks forming the trade divisions of India 
as a whole. The figures related to quantity only; 
the figures of value, given in a few cases, were 
admittedly very rough. Even these publications 
have now been discontinued,except in one or two 
provinces. But the internal trade statisticslose the 
greater part of their usefulness, if they are not 
collected in every province. 

The internal trade returns, when they were being 
issued, were by no means satisfactory. The made 
within a block was not recorded, there was 
obvious evasion on railways, and trade by road, 
which is not negligible, was not taken into 
account. Nevertheless the discontinuance of the 
publication has removed a very important check 
on provincial figures of production. 

We think the publication of iniemal trade 
returns should be revived and brought into line 
with the more up-to-date statistics of countries 
like the United States of America. 

3 1. Coasling Trade 

The publication relating to the annual "Coasting 
Trade and Navigation of India", which used to 
give the quantity and value of imports into, and 
exports from, the ports of British India and the 
Indian States, and the shipping engaged in such 
trade, has also becn discontinued, as a measure of 
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retrenchment. The gaps caused ace, however, not 
serious, because the necessary information will, 
weunderstand, be published either in the monthly 
"Sea-borne Trade Accounts" or in the annual 
"Review of Trade". 

32. Transport and Communications 

The statistics includcd under the head "Trans- 
port and Communications" may be divided into 
(a) railways, (b) shipping, (c) other transport, (d) 
roads and navigable canals, and (e) posts, tele- 
graphs and telephones. 

33. Railways 

of vessels built or registered in India is also 
available. 

The number of tonnage of vessels (distin- 
guished by nationalities) engaged in the coasting 
trade of India used to be given in the publication 
known as "Coasting Trade and Navigation of 
India"; but this publication, as already explained, 
has been discontinued. The figures will, however, 
be included hereafter in the monthly "Sea-borne 
Trade and Navigation Accounts". We think that 
figures as to the crew employed, especially on 
ships plying in coastal waters, should also be 
published. 

35.  Oiher Transport 

The report entitled "The Railways in India", 
issued annually in two volumes by the Railway A CarlS is taken with the catde 
Board, is a comDrchensive The set- Census. But n0 i n f ~ ~ m a t i ~ n  is available about 
and vdlume deaiins with s&tistics gives detailed other vehicles particularly motor transport Or 
and complete information, in relation to every boals. Complete figures of motor and all other 
railway system, about mileage open for traffic, forms d f  transport including boats should, we 
capital outlay, gross earnings, working expenses think, be collected and published. 
and net earnings, staff, accidents, rolling stock, 
passenger and goods traffic and earnings there- 36. Roads and Nnvignble Canals 
from; total mileage covered by passenger, mixed 
and goods trains, and other figures. In view of the The reports of the Public Works Department 
fact that the inland trade publications have been (including the Irrigation Branch) of the various 
discontinued, the information published in this provinces give figures of the length of metalled 
volume, relating to the quantity of the principal and un-metalled roads maintained by that 
commodities carried, differentiating between department and by the local authorities, and in 
quantities booked on the railway system or on most cases also of navigable canals. The infor- 
foreign railways is of some use. mation is however not put together for the whole 

The statistics which were criticised the of India. This, we suggest, may be done in future. 
Retrenchment Committee as not being compiled 
on a standard basis have since been improved by 
the Railway Board. 

34. Shipping 

There is no separate publication in India on 
shipping, but the sea-home trade statistics men- 
tioned above contain detailed information about 
the number and tonnage of steam and sailing 
vessels, which cnter into and clear 'from the 
different ports of British India during the year, 
their nationalities and the countries crf origin and 
destination. Information regarding the total 
shipping of each port and the number and tonnage 

37. Posts, Telegraphs and Telephones 

Thc Annual Reports of thc Postsand Telegraphs 
Department give the usual information about the 
number of letters, parcels, etc., carried from one 
postal circle to another, money order, value 
payable parcel and savings bank statistics, length 
of telegraph lines, number of words and messages 
transmitted, and the revenue and expenditure of 
the department. Some statistics about telephone 
companies and telephone lines and the Indo- 
European Telegraph Company are also available 
in the Statistical Abstract. The only suggestion 
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we have to make in this conncction islhat figurcs 
relating to wireless messages and broadcasting 
stations might also be publishcd. 

38. Education 

The annual reporls of the provincial education 
departments contain very detailed information on 
all aspects of primary, secondary, high school, 
college, and university education. A summarised 
statement is given in the Statistical Abstract. 

While on this subject, it may also bc mcntioncd 
that the number of printing presses and of ncws- 
papers, periodicals and books published is notcd 
in the Statistical Abstract. Thcse statistics seem 
to be fairly complete. We think that information 
relating to libraries, museums, zoological and 
botanical gardens and learned societies might also 
be collected and published. 

39. Vital Statistics and Migration 

Detailed figures relating to vital statistics, 
vaccination and deaths from and destruction of 
wild animals are available in the Statistical 
Abstract, in the annual "Repon of the Public 
Health Commissioner with the Government of 
India", in the reports of the Provincial Directors 
of Public Health or Sanitary Commissioners and . 
in the Provincial Reports on Hospitals, Asylums, 
etc. The viral statistics are complete enough but 
the agency for reporting them is said to be 
unreliable. The omission to report births and 
deaths was noticed in the Census Report of 1921. 
The inefficiency of the reporting agency has also 
been brought to our notice by some of the wit- 
nesses who appeared before us. We have no doubt 
that steps are being taken to improve the agency. 

Statistics of emigration are also published in ttu: 
Statistical Abstract. 

$0. Improvement of Slotisrics General 

The co-ordination, improvement and extension 
of general staiistics falling under class I isamatter 
which our opportunities do not permit us to 
explore at length. We will only say that these 
statistics have not been hitherto compiled with a 

view to their bcing uliliscd for shaping the eco- 
nomic policies of the country. In other respects, 
they appcar satisfactory as far as they go. Further 
improvements to bring them into line with up- 
to-date statistical systems abroad might be 
effected with the aid of acommittee or conference 
of statistical experts. The improvement in the 
direction of centralization of statistics suggested 
later, in Chapter VII, will apply equally to sta- 
tistics general, under our class I. 

EXA>lINAI'ION OF MATERIAL -CON'I'D. 

S'TATIS'I'IOS 0 1 7  1'ROI)UC'I'ION 

41. Production 

The publications dealing with production are 
detailed in Appendix 2. Estimates of the pro- 
duction of the country have been prepared by 
non-official experts, but no attempt has been 
made to bring together officially statistics relating 
to various kinds of production, incomplete as they 
are. We consider that complete statistics of pro- 
duction, including the total value of production, 
should be colleclcd, if it is possible to do so at a 
reasonable cost. Among others, Professor E. A. 
Horne of Patna pointedly drew our attention to 
the necessity of having complete statistics of 
production. Estimates of the total agricultural 
production and of the surplus of food crops, 
ordinarily available for storage and exports, etc., 
have been made from time to time. The first 
estimates of the kind are contained in the Report 
of thc Famine Commission of 1880. The esti- 
mates wcrcprcparcd ina rough andready manner, 
by applying such svanclards of yield as were 
available, to the figurcs of cultiva\ed area for the 
Ryotwari tracts. In the Zemindari tracts estimates 
were prepared on the basis of the returns of total 
area recorded in 1878, it being assumed that the 
proporlion of cultivation to total area in these 
tracts was the same as in  the remaining tracts. The 
production was valued at an all round rate of R s  
50 per ton for food crops and Rs 30 per acre for 
non-food crops. Similar estimates were again 
prepared by the Famine Commission of 1898 and 
the valuation was made at the same average rates. 
The estimates were further scrutinized by the 
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Department of Revenue and Agriculture in 1900, rainfall, rent, holdings and tenures. Special 
in view of the fact that they left much to be desired reports on the consumption and various aspects 
in accuracy and completeness. In pursuance of the of production of tea, coffee and rubber are pub- 
suggestions then made a further enquiry was lished for the whole country as supplements to the 
undertaken by provinces in 1902, but although the "Indian Trade Journal". A provincial report on the 
estimatesof production were prepared by districts outturn of tea is also published in Assam. 
and some improvements were made, the material, In connection with agriculture may be men- 
on which they were based, still remained very tioned the canal irrigation statistics, which give 
imperfect. A similar estimate was prepared in detailed information about irrigation works, 
1911-14. It goes without saying that although the expenditure thereon, the area irrigated and the 
estimates so prepared were of great use in fur- quantity and value of crops raised on lands irri- 
nishing Government with data which enabled gated from each canal system. 
them to take action for the purpose of combating In spite of their bulk, the agricultural statistics 
famines, they were very far from representing the published at present do not provide material for 
actual value of the agricultural production of the deducing either the quantity or value of the total 
country. agricultural production. While the total yield is 

estimated in respect of the principal crops, not 
42. Agriculture even the area is given separately for minor and 

mixed crops. The value is worked out only for 
The statistical information on agriculture in certain crops in some of the provinces, while in 

India is contained in the "Agricultural Statistics Madras and Bombay complete estimates of the ' 

of India - Vol. I", the provincial "Season and Crop value of agricultural production for a year have 
reports", the "Estimates of the Area and Yield of been prepared, through the enterprise of indi- 
the Principal Crops" and the periodical settlement vidual officers. Some witnesses consider the 
reports. The provinces of Bengal, Bihar and record of area to be unreliable; others hold that 
Orissa and the Central Provinces also have a the yield has no reliable basis. In tracts under 
minor publication called the "Agricultural Sta- permanent settlement the estimates of area and 
tistics" of the province. These publications give yield are prepared from reporls made by ignorant 
the usual details about the total area, cultivated and low-paid police choukidars. The wholesale 
area, area under various crops, area irrigated from prices at which the value of agricultural outtum 
various sources, area under forests, waste area, is calculated are considered in certain provinces 
normal yields, estimated total yield in the case of to be untrustworthy. There can be no denying the 
the principal crops, rainfall, live-stock, ploughs, fact that from the point of view of economic data, 
carts, etc.The value of crops is  not always worked the agricultural statistics are defective. We shall 
outbut the harvest prices in each district are given. discuss the various factors separately in dealing 
The incidence of land revenue on the area (fully with proposals for their improvement. 
assessed) and on population ineach district is  also Agricultural production is of prime importance 
noted. in a country which is mainly agricultural. In the 

Someofthe special reports in theprovinces(e.g. Dominions,agricultural production is ascertained 
in Bombay, Madras, the Central. Provinces, the by issuing schedules LO farmers who return them 
Punjab, and the United Provinces) give the value duly fillcd. In the United Kingdom, estimators are 
of produce of certain specified crops besides employed who collect the information from 
certain other information such as cost of culti- farmers and check it by figures of export from 
vation, price of land, etc. cach centre. This is done at the periodical cen- 

Useful data are collected during selrlement suses of production. The methods of ascertaining 
operations, as to the value of agricultural pro- agricultural production employed in the more 
duction and oher allied subjects like cost of advanced countries are, however, unsuitable for 
cultivation, agricuItural indebtedness, price of India. The cultivators being generally illiterate, a 
l;mti, cost of living of agriculturists, temperature, great majority of them cannot be expected to fill 
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up schedules. They are also suspicious by nature 
and unwilling by tradition to disclose their out- 
turn. 

43. Suggestions for Ascertaining Agricultural 
Production 

Suggestions have been made in places that the 
actual production should be obtained through the 
agency of crop estimators or  by issuing forms to 
be filled up by headmen of villages in respect of 
every holding in each village. Neither of the 
methods appears to be a practical one. In the 
former case the estimators would have to go round 
every field and see the outturn weighed, for the 
cultivator keeps no record of his outturn. The cost 
of having estimators who could visit each village 
at harvest time, and record the actual outturn of 
every field will be absolutely prohibitive. Such 
procedure will moreover be greatly vexatious. 
The figures obtained from the village headmen 
would be far less reliable than those based upon 
the standard yields. 

During the course of evidence we have heard 
comments on thc inefficiency of the subordinate 
revenue agency and its want of capacity on the 
one hand and absence of interest on the other to 
collect any statistical information bearing on 
economic matters. This impression, however, 
seems to us to be duG to lack of opportunity to 
study the work of the village accountant at close 
quarters. The officers who have been in daily 
touch with these officials and non-officials, who 
have had occasion to study their work, have been 
equally strong in impressing upon us the fact that 
in local knowledge of economic conditions in 
particular, and in elementary statistical work in 
general, the village accountant is hard to beat. The 
Director of Agriculture of one of the provinces 
went so far as to say: "He is a trained hand and 
his figures are usually more reliable than would 
bemy own". Irrespectiveof this, wethink itwould 
be most uneconomical to discard the widespread 
existing machinery and to introduce a new rival 
organisation. 

44. Agricultural Statistics Afford the Best Basis 

The best way to obtain complcte infor~nation 

for agricultural production, therefore, sccms to be 
by improving and amplifying thc existing agri- 
cultural statistics. It goes without saying that, 
where a subordinate revenue agcncy exists, no 
other agency can be usefully substituted for it. 

45. The Cropped Area 

Wilh the exception of the tracts undcr pcrma- 
nent settlement in the provinces of Bengal, Bihar 
and Orissa, Assam and also in parts of Madras 
and the United Provinces, which will be dealt with 
separate1 y , the figures of area under crops are, in 
the opinion of revenue officers and others who 
are best able to judge, 'remarkably good', and are 
we may safely say as perfect as they can be made. 
All that is needed is to improve the statistics of 
yield where necessary and to convert the quan- 
tities into values. 

46. Minor and Mixed Crops 

It is true that only the area under the main crops 
is published separately at present in most prov- 
inces and that the minor crops are lumped 
together. But the crop grown on every piece of 
land, howsoever small, is notedat the time of crop 
inspection and it is therefore not difficult to 
amplify the returns so as to include therein the 
area under every minor crop separately. The 
difficulty of valuing the outtum of mixed crops 
has also been brought to our notice, but it should 
not be difficult to estimate and record separately 
the area under each of the crops sown collectively 
in a field, or, where it is considered preferable to 
arrive at the outturn and value thereof, as a mixed 
cropper se. The area under suc hcrops is at present 
apportioned at the provincial headquarters, to 
each of the constituent crops according to for- 
mulae arrived at by each provincial Government. 

47. Factors Other Than Area 

There are other factors besides area which have 
to be considered besore an estimate of the value 
of agricu!tural produce can be arrived at, on the 
basis of the returns of arca under crops, viz., 
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1) thc condition of crops, 
2) the yield, and 
3) the prices. 

48. Condition of Crops 

The estimate of the condition of crops is 
intended to show whcthcr the yield to be assumed 
is above or below thc standards fixcd and, in either 
case, in what proportion. In most provinces, the 
estimate of the condition of crops is arrived at on 
the basis of what is known as thc annawari 
estimate, prepared by the village accountant, as a 
result of his inspection of each field. From the 
figures given by him, an arithmetical average is 
struck for the tahsil ortaluk, thedistrict and finally 
the province. This method is almost universally 
condemned as leading to fallacious conclusions. 
The system in vogue in the Punjab, which seems 
to be as good as any, can be further improved. The 
tahsildar should as a rcsult of his pcrsonal 
observation during his crop inspection tour, and 
after consulting the inspectors (kanungos), a 
number of village accountants and also some 
rcliable zemindms, report for each assessment or 
revenue circle, by how much the standard yield 
should beraisedorlowered in respect of each crop 
on each class of soil, in order to arrive at the 
average yield for the particular haryest. These 
figures should be checked and, if necessary, 
corrected by the Revenue Assistant (Deputy 
Collector) and the Collector and then by the 
Director of Agriculture. The figures as finally 
corrected should be communicated to the tahsil- 
dar. 

49. Yield - Srandard Yields 

The standard yield is, it may be slated, based 
mainly upon the results of crop experiments. The 
objection sometimes taken is that the crop 
experiments made in any one year are not 
numerous enough and that the inferences drawn 
from them are fallacious. The standard yields are, 
however, not based on the results of one year's 
experiments. Where the system has been in force 
for several decades, the data have gone on mul- 
tiplying and the standard yield of each crop has 

been built up, on a very large number of 
experiments, including those made during the 
settlement operations in each district under close 
supervision. These standard yields are modified, 
where necessary, every five years, with reference 
to the results of the experiments made during that 
period; and they have also been corrected in some 
places with the aid of information received from 
other sources. We were told in Bombay that the 
yields on the basis of which the Agricultural 
Deparunent now works out irs estimates of out- 
turn are quite reliable. A Punjab official witness 
has told us that the estimates of yield i n  his 
province, though they cannot be called accurate, 
are betterthan in mostcountries. Dr. Gilbert Slater 
has stated* that "The Madras agricultural statis- 
tics have attained a high degree of perfection". 
Dr. Harold H. Mann, Director of Agriculture, 
Bombay, told thc Committee: "We are better than 
the United States of America as regards statistics 
of area and better than Australia as regards values 
but we cannot say within 25 or 30 per cent, which 
was theabsolute production". It may be noted here 
that in the Presidencies of Madras and Bombay, 
the value of agricultural production has been 
worked out by disuicts. 

50. Crop Experiments 

The crop experiments are, however, confined 
generally to the principal crops. In Bombay, a 
scries of crop expcrimcnts on all minor crops 
appear to have been made several years ago, and 
the agricultural authorities consider that the 
results Lhcn arrived at are quite good enough for 
their purpose. In otbcr provinces also, it should 
not be difficult to arrange to have crop estimates 
made on minor crops. 

During settlement operations, the settlement 
officer has crop experiments conducted on every 
class of soil in each assessment circle and has the 
outturnof every crop estimated. This is necessary 
for calculating the value of all crops with a view ' 
to determining the net (i.e., assessable) assets of 
the landlord. The revenue authorities in each 
province can t'ake advantage of the yields ascer- 
tained during settlement operations and at once 

* Dr. Gilbert Slalcr, "Some South Indian Villages", page 
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add the yield of minor crops to their swtement of usually yields. Enquiries into a few individual 
standard yields. Enquiries from reliable landlords cases will provide a reliable formula to be applied 
orcultivators wouldalso helpinarrivingartcorrect to the total area under vlegetables in each vnllage. 
estimates. The account given above reflects the In the rural tracts, vegetables have little value and 
procedure adopted in the Punjab. Conditions may are not grown on any extensive scale. The local 
be different in other provinces, but we believe it revenue officer can assign a cash value per acre 
will be possible to adopt similar measures in them to the vegetables grown in each assessment circle 
with necessary modifications. and fahsil. 

The number of crop experiments should be The production of fruit is usually ascertainedat 
considerably increased and they should cover the settlement. In any case, there should be no diffi- 
minor crops as well. Crop cxpcriments should be culty in finding out how much each fruil-garden 
conducted mainly by the agricultural department, was sold for during the year. This information can 
but the revenue officers should also continue to be ascertained by the village accountant. 
makeacertain number ofexperiments every year, In case of such Fruit trees as date palm and jack 
even though a district is not under settlement. The fruit which grow largely outside gardens, the 
work should be closely supervised by the higher average production per tree can be easily ascer- 
revenue officers. When the numbex of crop tained. Indeed such averages have been worked 
experiments has been largely increased, the out at all events in the Punjab. In rural areas there 
results can be uscd for checking the: rcports of should be noinsuperable difficulty in ascertaining 
tahsildars on the condition of crops. Mr. Hub- the production of scattered fruit trees. Fruit trees 
back, Commissioner, Bhagalpur Division in lying within the area of towns and cities, except 
Bihar and Orissa, is trying an interesting system those in gardens, may be excluded from agricul- 
of crop experiments on rice by means of a wooden tural productian. 
equilateral triangle covering an area of 1/3200 ol' 
an acre. He expects, with un expenditure of Rs 52. Value of Produce 
20,000 toRs30,000 a year,  to be able to take some 
1,500 samples in each sub-division. The system Thc conversion of total outturn into value is a 
is not applicable to such crops as sugarcane or mcre arithmetical process. With a view to arrive 
cotton, bur may work well in the case of wheat. at as accurate an estimate of the yield as possible, 
If successful, this new system may provide a calculationsshouId, wethink,bemadeseparately 
convenient means of obknlining results of exten- for each village. The process should be as 
sive crop experiments can some of the more follo\vs:- 
important crops. It is for each Provincial 
Government to decide what methods its officers As soon as the condition of crops of a harvest 
should adopt for increasing the number of crop has been dcterrnined for each tahsil and the crop 
experimenls performed from ycar to year. abstractsconta.ining thearca undcr eachcrop have 

come in, theoflice kunungo for each tahsil, or by 
51. Fruit and C'egelahles whatever narne the official responsible for the 

compilation of the agricultural statistics in each 
Stress has been laid by some wilnesses on thc tahsil is called, should take in hand the prepara- 

difficulties of asceriaining the value of fruit and tion of a statement of the value of agricultural 
vegetable production. But it is quite easy for the production of each village in each of the 
district officer to ascertain what an acre of veg- assessment or revenue circles, in the attached 
etables grown in the suburbs of towns and cities form:- 
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It will be necessary to give the office kanungo 
the assistance of a clerk for this work. A selected 
village accountant should bt? able to do the work 
efficiently. It will take him a month or six weeks 
at the end of each harvest to do the compilation 
of the slatisticsof agricultural production. For the 
restofthe time hewill beoccupied indealing with 
statistics of pastoral production and in sending 
copies to village accountants. 

In the Punjab,it is believed that about two-thirds 
of the produce is either sold within three months 
of harvesting or consumed locally. The outturn 
should be evaluated at the average wholesale 
prices for the year prevailing at the market town 
in or near the assessment circle, or partly at the 
rates for the quarter immediately following har- 
vesting operations and partly at the average for 
the remaining quarters of the year according to 
the proportion which may be fixed for each 
province with reference to local conditions. 

The clerk should send an abstract giving the 
totals, by assessment circles, to the disvict office 
and, at his leisure, forward a copy relating to each 
village to the village accountant concerned, for 
being entered in the village note book and for 
publication in the village. 

In the district office, the entries in the abstracts 
should be checked and the figures for all the 
lahsils added together. The total$ for the district 
should then be forwarded to the Provincial Sta- 
tistical Bureau. The statistics for districts will be 
published in the provincial statistical compilation 
algng with the provincial totals. The figures for 
assessment circles and tahsils will be retained in 
the district while the record of production of 
villages will be kept in tahsils.. 

53. Periodical Census of Agricultural Production 
Unnecessary 

Value 

It has been suggested that a detailed census of 
agricultural production might be taken periodi- 
cally. Agricultural statistics are however already 

I'rice per 
maund 

collected and published in sufficient detail and, 
when supplemented by the value of production 
they will supply all the information which a 
periodical dctailed census is designed to secure. 
We, therefore, consider a periodical census of 
agricultural production unnecessary. A review of 
agricultural production might however be made 
quinquennially on the basis of the annual returns. 

Outtum 

54.  Tracts Under Permanent Settlement 

Yield per 
acre 

In Bengal, Bihar and Orissa, about one-third of 
Madras, and in parts of the United Provinces and 
Assam, where the land is under permanent 
settlement, thecollection of figuresof agricultural 
production presents great difficulties. The infor- 
mation regarding the area under crops and the 
outturn is, so far as we have been able to ascertain, 
collected by the village policeman and supplied 
by him to the Collector through the police 
department. The Collector, we are told, alters the 
figures reported to him in the light of his own 
experience, and then forwards them to the 
Director of Agriculture, who makes as good a 
guess of the total figures as is possible under t h e  
circumstances. No witness has been able to sug- 
gest any method by which sufficiently reliable 
figures can be obtained. It was proposed by one 
witness that Government should enlist the assis- 
tance of zemindars, and estimate the outtum on 
the basis of the share of the produce received by 
them, but it is by no means certain that every 
zemindar will be prepared to show his books, or 
to supply the necessary information. Some wit- 
nesses have suggested that the assistance of local 
Unions may be obtained but a Union does not 
exist in every village, nor is it certain that the 
Unions will be able to obtain correct information 
from persons who are not connected with them. 
Another witness ~hought that a number of tem- 
porary surveyors should be appointed in one year 
to ascertain as approximately as possible the area 

Area under 
matured 

crops ?ess 
quanuty 
used as 
fodder) 

Name of 
Crops 

Assessmeni 
Circle 

Village Class of soil 
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under variouscrops in each panchayat circlc, that 
the variation might be guessed in subscqucnt 
years and that thc survey should be repeatcd cvery 
15 years. In spite of thc enormous cost of such a 
survey, the proposal would provide only 
approximatefigurcs and in the following 14 ycars 
the estimates though, pcrhaps, somewhat bctter 
than the present oncs, would be pure gucss work. 
Yet another suggeslion is to utilize ~ h c  agcncy of 
panchayurs for the purposc of rcporting outturn 
of crops as is donc in the case of jute crop 
forecasts. This procedure would also have a 
considerable element of uncertainty. A combi- 
nation of these and othcr methods may, howcvcr, 
secure the dcsircd result. Thc trianglc system of 
crop experimenls by Mr. Hubback, alrcady 
referred to, may prove useful in estimating the 
outturn of rice which is an important crop in the 
provinces conccrncd and some other food crops, 
e.g., wheat. We think that i t  is absolutely neces- 
sary to obtain reliablc data regarding the agri- 
cultural production of these zemindari tracts. 

We understand that the districts under 
permanent settlcmcnt are being gradually mea- 
sured so that survey maps are becoming available 
for most of the districts and can be utilized if an 
agency wereemployed for the inspection of crops 
at each harvest. We also understand that, while 
there is no subordinate agency in these provinces 
for the inspection of crops, the superior revenue 
agency is more or less the same as in othcr 
provinces, so that the appointment of a subordi- 
nate revenue agency would not necessitate any 
addition to the superior revenue staff. 

The ideal course would be to employ a subor- 
dinate revenue agency consisting of estimators 
(of the type of villageaccountanu) and inspectors 
(who would correspond to kanungos). But the 
cost of such an agency would be prohibitive. As 
we were not able to confer with the rcpresenta- 
lives of Governments of any of these provinces, 
we regret we are not in a position to offer any 
definite suggestions. We understand that steps 
have been taken by some of the Governments 
concerned to improve their crop forecasts and 
estimates of agricultural production. All we can 
say is that such improvements should be persisted 
in till the statistics of agricultural production are 

placed on a par wilh those of Ryotwari provinces 
as rcgards reliability of the outturn and values of 
thc crops raised. 

55. Pusture and Dairy Farming 

The statistics or pastoral and dairy farm pro- 
duction are altogcthcr wanting. Thc only data 
available arc lhosc contained in the reports of 
censuses of cattlc and other live-stock, which are 
takcn quinquennially in most of the provinces but 
annually in Burma and the  Central Provinces, and 
arc said to be sufficiently accurate. Some prov- 
inccs givc thc prices of certain breeds of cattle in 
their provincial reports, but that affords no 
indication of the value of the annual production 
of cattle. The yield of milk has been estimated in 
spccial studies on milk supply in Bombay, 
Lahore, Mandalay and some othcr towns and 
villages. 

The pastoral products consist of:- 
1. Additions to cattle, sheep, goats, pigs etc., 
2. Meat, tallow, sinews, hides and skins, 
3. Bones, horns, hoofs, etc., 
4. Wool, 
5. Bacon and ham, 
6. Poultry and eggs, 
7. Honey, bees-wax, 
8. Game of all kinds. 

Undcr dairy Farming may bc treated milk, but- 
ter, curd, ghi and cheese. 

The cattle census takes stock of the number of 
cattle, shecp and goats. We think this census 
should, if possible, be held annually everywhere 
as in Bunna and the Cenual Provinces and should 
also embrace pigs and poultry and distinguish 
between milch and dry cows and buffaloes and 
betwccn bullocks used for ploughing and those 
engaged in transport. It would provide statistics 
regarding annual increase in the number of cattle, 
goats, sheep, pigs and poultry. The amount of 
meat consumed in towns can be ascertained from 
the slaughter houses, so also can the amount of 
by-products disposed of, and the number of hides 
and skins produced. The production of these 
articlcs in villages can be ascertained through the 
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revenue agency. If, however, thcrc is any dim- manufacture cowdung cakes and sell them in the 
culty in ascertaining the production, the quantity towns as fuel, but they usually form an insignif- 
and value of thedifferent products arising out of icant proportion of the fuel ~ ~ n s u m e d  in urban 
slaughter of animals can be roughly estimated by areas. In rural tracts the cultivators use a certain 
applying formulae, which may be different for amount of cowdung for making fuelcakes as they 
different w a s ,  to the number of the live-stock are supposed to be useful in providing slow and 
enumcrated in each area. As suggested by the late constant heat for thickening milk. But we have 
Mr. Sedgwick, the talented Director of thc Labour been told also by witnesses - a fact too well 
Office of Bombay, whose untimely death we known, - that the cowdung so used would be 
greatly deplore, such formulac can bc worked by infinitely more valuablc if utilized as manure. 
the Agricultural Department with the assistance Instead, therefore, of adding to the value of 
of the Veterinary Department. Statistics of thc cowdung, which as mnnure, must be taken as part 
production of boncs may be obtained from thc of the cost of agriculture production, its conver- 
returns of the railways and bone factories, while sion into cakes involves a deterioration in value. 
those of horns and hoofs may be ascer!ained, In villages, where thcre are no trees and other fuel 
along with the production of cottage industries, is not available, more cowdung is used as fuel, to 
from industrial works which utilize these as thcir the detriment of agriculture. We, therefore, think 
raw material. Horris and hoofs which are neither that the manufacture of cowdung cakes in agri- 
sold with boncs, nor uscd in thcsc cotuge cultural villages should be neglected altogether. 
industries are of no value. Stock may, howcver, bc takcn of the value added 

The extent of bacon and ham curing and the to cowdung by conversion into fuel cakes in and 
amount of lard produced can beascerlained from about cities and towns, where they are sold for 
the curing est?blishmcnts. The statistics of pro- profit or in non-agricilltural villages. Other minor 
duction of honey and bces-wax should bc pastoral products, such as feathers of bids, can 
obtained by the Forest Department. Thc easily be ascertained for a whole province from 
production of gamecan be ascertained by making inland trade figures or for British India as a whole 
enquiries as to the catch of professional shikaris from external trade returns. 
and the figures can be checked by the supply of 
game coming into towns. Game killed by 56. Forests 
sportsmen may be ignored. The production of 
butter, cream and cheese can be ascertained from The annual "Statistics relating to Forest 
dairies and dairy farms. Cream is not produced in Administration in British India" along with the 
rural areas and cheese is seldom manufactured. quinquennial review, and the provincial reports 
The consumption of butter is rare in rural tracts, of the Forcst Dcpartrnent, give figures of the area 
it is almost invariably converted into ghi. The undcr different kinds of Government forests, and 
difference between the value of milk and curd the quantity and value of the outturn of timber, 
(dahi) is not very considerable and the added fuel, and minor forest produce. 
valuewill benegligible. Moreover, the proportion We have been told by the Inspector-General of 
of milk converted into dahi but not reconverted Forests that statistics of forest production are 
into ghi, is, in many places, insignificant. We, complete in respcct of produce of all kinds, 
therefore, think that the production of dahi need including minor produce. The free gifts and sales 
not be estimated separately, but may be includcd atconccssion ratestoright-holders arealsovalued 
in the production of milk. The quantity of milk, in Cull; and the supplies of fuel received by 
ghi and eggs produced should be ascertained villages from unclassed forests are valued on the 
every year by a special agency acting under the basis of their annual requirements. In Burma, 
Revenue Department. where forests are very extensive and where, 

It has been suggested to us that cowdung cakes according to the Inspector-Gcneral of Forests, 
form an important industry. The milkmen living administrdtion is still in iu early stages, the minor 
in and about the citics and towns no doubt forest products and the supply of timber to the 
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villages adjoining the unclassed forests are should also be collectedin respect of chank, pearl, 
apparently not valued at present. He is, however, oyster, and other special fisheries. Fish curingand 
of opinion that the methods employed in other other industries subsidiary to fishing should be 
provinces of British India can be applied equally dealt with under industries. 
well to the Province of Burma. The mere fact of In Madras, the organization of the Fisheries 
the extensiveness of forest areas does not neces- Department can be utilized to securereliable data 
sarily make the determination of the value of of the production of sea fish in that presidency, 
easements derived from them impossible. After so far as the main centres of fishing and fish- 
all villagers depending upon unclassed forests curing yards are concerned. The catch of fishing 
cannot sell any of the produce in the market. They villages outside the areas of the curing yards, as 
can take timber, fuel, etc., only for their local well as the catch of fresh water fish in the inland 
requirements, which are limited and can be villages, can be recorded by the revenue agency, 
accurately estimated by the forest officers who with the helpof inspectors who may beappointed 
are constantly visiting such villages. A question for ascertaining the production of cottage indus- 
has also been raised as to whether the forest tries and other forms of miscellaneous produc- 
produce should be valued at the price or royalty tion. It may also be possibJe to secure, from 
recovered by Government or at its market value. n~unicipalities and railways, details of the 
Other witnesses have made it clear that the value quantity consumed in large cities such as Cal- 
of forest produce is that on the spot and that it cutta, Bombay and Karachi. A s  regards the rest 
must be measured in terms of what Government of India, the work of the collection of the 
actuallyrealize for it, or, where timber is extracted information should be done by the inspectors 
by Government agency, the net saving to Gov- above referred to, under the guidance of the 
emment after defraying all expenses of extrac- Fisheries Department wherever one exists. 
tion. The increase in the value of forest produce, 
when it comes to the market, is due to the services 58. Minerals 
of middlemen and forms no part of forest pro- 
duction. We, therefore, think that complete sta- For mineral production in India, we have two 
tistics of forest production can be obtained from sources of information, viz., the annual "Reports 
the Forest Department. No figures regarding of the Chief Inspector of Mines" and the "Review 
production from private forests are available. of the Mineral Production in India" published 
Such production is comparatively small, but annually in one of the issues of the Records of the 
figures should be obtained, so far as possible, Geological Survey. The information relating to 
through the Revenue Department and published. mines dealt with by the Department of Mines 

includes the number of mines, employees, acci- 
57. Fisheries dents, mineral concessions, licenses and leases 

and the estimated quantity and value of all kinds 
The Deparlnnenls of Fisheries in Madras and of mineral production. These statistics are com- 

Bengal publish some statistics relating to fisher- pletz, but information regarding indigenous 
ies. The Madras report deals only wilh sea fishing, mining and certain smaller quarries is wanting. 
and gives the weight and value of the take of sea The production of minerals should be ascer- 
fish within certain areas, the average quantity of mined through the Chief Inspector ofMines. The 
fish cured, the number of fish curing yards, ticket Indian Mines Act of 1923 applies to all mines, 
holders, market and boats; and the wholesale howsoever small, except those exempted under 
prices at Tuticorin. The Bengal Fisheries Government of India (Department of Industries 
Department publishes only the quantity of fish and Labour), notificationNo. 1051,dated the26th 
imported into Calcutta by road, rail or river. The ofJuly, 1924. For such mines as are not dealt with 
information is quite incomplete. We should aim by the Department of Mines, including indige- 
at ascertaining the amount and value of the total nous mining, which is  conducted on a very small 
catch in both inland and sea fisheries. Figures scale, slatistics can be collected by the Revenue 
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Department, according to instructions which may (a) Quantity and value of manufactured goods, 
belaiddownby thechieflnspector of Mines.The (b) Quantity and value of raw material used up 
information supplied should be of quantity and in production, 
value of minerals produced, number of persons (c) Added value of manufactures, 
employed and value of other material used up, (d) Value of fuel or power used, and 
including fuel consumed or power employed. (e) Number of cmployccs. 

59. Large-scale Indus fries It was suggested by a competent witness that 
the quantity and grades of the outturn might be 

Large-scale industries may be defined as ascertained and that they should be evaluated by 
industries governed by the Indian Factories Act. formulae in the statistical bureau. This plan might 
No information about the production of man- beadopted if there is any opposition to the demand 
ufactured goods, other than cotton and woollen for values of outturn. 
goods,paperand beer, ispnblished. The industrial The Director of Industries should have no dif- 
census, taken along with the population census of ficulty in securing the information. We have been 
1921, gave the number of large industries and toldinsomeprovinces that theDirectorcanobtain 
their employees, number, nature, and power of it by persuasion, but legislation would remove 
engines, and the ,number of looms in textile any possible obslacles. 
industries. The publication "Large Industrial Some witnesses have objccted to asking for the 
Establishments" contains only a list of estab- value of fuel used on the ground that the enquiry 
lishments, with the number of employees. The might be taken as an attempt to get at the profits. 
Department of Statistics publishes a small While we are vcry reluctanl to recommend any 
pamphlet called the "Monhly Statistics of Cotton measure which would savour of such an attempt, 
Spinning ahd Weaving in Indian Mills" which we think, following the example of the United 
gives the quantity of yarn spun and of woven Kingdom and the Dominions, that it is necessary 
goods. The consumption of raw cotton and jute at to ascertain the value of coal or other fuel in order 
the mills is also stated. It will be seen that, apart to arrive at net production. 
from cotton goods, data relating to manufactured In addition to collecting statistics of production 
articlesare either scanty orare not collectedat all. every year, we think a regular census of produc- 
The recent reports of the Tariff Board, however, tion of large industries should be taken quin- 
havemade available an estimateof the production quennially. The census need not be as elaborate 
of iron and steel goods, paper, ink, sulphur, as in the Unitcd Kingdom, but particulars 
magnesium chloride and certain other minor regarding the industries might be collected in 
manufactures. But, in no case are the values of somedetail, including the salariesand wages paid 
outtum given and, even where the consumption to the staff and workmen, separately for each class 
,of raw material is stated, it is impossible to arrive of operatives, if the owners of the factories have 
at the "added value of the production". Appendix no objection. The capital invested and the value 
F. (2) to our questionnaire, printed at the begin- of lands, buildings and machinery, less depreci- 
ning of Vol. 11 of this report, will show that no ation, may beascertained for the purposeof being 
statistics are collected for a large number of included in an estimate of wealth, if the 
industries, some of which fall under the desig- establishments concerned are not opposed to such 
nation,."Large-scale Industries". We consider it a course. Most factories will, we believe, give 
essential that, in respect of all large-scale such information, if secrecy is ensured. 
industries, the following statistics should be Details of the informalion to be collected 
collected- through the Deparunent of Indusuics should, we think, be sellled by the Statistics 
and published annuail y:- Department in consul~tion with the Industries 
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Department and the manufacturing establish- 
ments concerned. We are advised that legal 
powers will be necessary for the census of 
production from large-scale industries. 

60. Cottage Industries 

The material relating to production from cottage 
industries is exceedingly meagre. In India, cot- 
tage industries play a very important part in 
production. Nevertheless the information which 
isavailable is scanty and can be gleaned only from 
isolated industrial monographs and occasional 
industrial survey reports, like Latifi's "Industrial 
Punjab", and Chatterji's "Notes on the Industries 
in the United Provinces". In a few cases, bits of 
information relating to the output per man, per 
family, per day or per month, quantity of by- 
products, and the number of workcrs engaged in 
particular cottage industries can be picked up here 
and there. But, beyond localized spasmodic 
efforts, no attempt has been made to ascertain the 
total production of cottage industries. We con- 
sider it of great importance that an estimate of the 
quantity and value of the total annual production 
of cottage industries should be ascertained along 
with the estimated value of raw material used up. 
It would be interesting to ascertain, at the same 
time, the number of persons engaged wholly or 
partially in such industries, distinguishing 
dependents and hired workers from the owners. 
In weaving, the numbcr and kind of looms might 
beascertained and, similarly in cottage industries 
using machinery of one kind or another, the 
number of such machines might be recorded. 
Where the production varies in quality, the grades 
might also be noted. 

CHAITER VI 

EXAMINATION OF MATERIAL - CONC1.D. 
ESTIMATES OF INCOME, WEALTH, ETC. 

61. As regards estimates of income, wealth, cost 
of living, indebtedness, etc., such official infor- 
mation as is available is very meagre. We have 
not been able to see any official record of 
estimates of income, etc. There are monographs 
published by officials and private pcrsons at 

different times ........ They relate chiefly to the 
study of some working class families in Bombay 
city and a number of labour class families in 
Assam and village studies i n  parts of the Bombay 
Presidency, Bengal, Madras and the Punjab. 
Some of the reccnl scttlemcnt reports, especially 
in Burma, also contain uscful information con- 
cerning the incomc dcrived by typical families of 
agriculturists. 

62. Income 

We have already explained that among the tests 
of economic cfficicncy, income is the most 
important. The income-tax statistics of British 
India give useful information regarding the 
earnings of Government servants, trading classes, 
persons engaged in industries and liberal pro- 
fessions, etc., wilh incomes of Rs 2,000 or more, 
per annum. But, unlike in the Dominions, the 
statistics of income in this country cover a very 
limited field. Here, all agriculrural incomes are 
excluded and this omission leaves out the most 
important source of income in an agricultural 
country. The number of persons paying the 
income-tax amounted, in the year 1922-23, to 
238,242 showing that the income-tax statistics 
after all account for the incomes of a very small 
fraction of the population numerically, however 
important that fraction may be in other respects. 
It has been urged that the returns of income made 
by the trading classes are far from correct. This is 
no doubt true to some cxtent but, on the contrary, 
incomes are often over-assessed and the errors 
largcly adjust themselves so  far as the lower 
grades of income are concerned. Moreover, the 
understatement of incomes is not a feature 
peculiar to India. The difficulty is experienced in 
other countries as well. There can be no doubt that 
the creation of a separate Income-tax Department 
has resulted in great improvement in ascertaining 
the true incomes in the higher grades. We would 
suggest that in the income-tax returns greater 
details of the sources of income, i.e., of the 
business, profession or occupation from which it 
is derived may be given in future. 

Thcorcticnlly, the bcst mcthod of ascertaining 
the incornc of any given province would be to take 
an incornc census from house to house, similar to 
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that taken somc years ago in Australia. But this 
must be rcjcctcd as'impossiblc on account of the 
cost involved and the difficulty of oblaining 
rcliablc data by dircct interrogation. We arc 
rhcrcfore suggesting that gcncral invcstigations 
as to income should be carried out every year for 
small typical areas, in both urban and rural tracts, 
so that thc, results may go on accumulating till 
thcir volume is sufficienlly large for gcncraliza- 
tion, i.c., to enable estimates of income of classes 
and administrative units to be framed with the aid 
of index numbers where necessary. The methods 
to be adopted will be explained in derail in thc 
next two chapters. 

63. Distribution of Income 

Incollecting data it should be borne in mind that 
they should be in sufficient detail for framing 
estimates of - 

(i) distribution of income according to occu- 
pations and classes, and 

(ii) disuibution of income showing the per- 
centage of population in the enjoyment of var- 
ious grades of income 
After some experience, it should also be pos- 

sible toprepare estimates showing disuibution of 
income between production and services and 
between property and services. Such estimates of 
distribution of income are available for some of 
the more advanced countries. Similar figures are 
necessary for British India, if its economic con- 
dition is to be correctly understood. 

64. Wealth 

No official estimates of the wealth of India, 
national or private, have been attempted in the 
past. Such figures asare given by statisticians and 
others are rough guesses made on the basis of 
published statistical and othcr material relating to 
the country. The most satisfactory way of 
obtaining information concerning private wealth 
would no doubt be to take a regular house-to- 
house census throughout the country. But, the 
very heavy cost involved puts such a measure out 
of court. Moreover, under present circumstances, 
much difficulty will be experienced in obtaining 

rcliable information regarding private wealth, 
particularly that rclating to bullion, ornaments 
and olhcr valuablc property. 

Wc are of opinion that in the course of intensive 
enquiries rccommcnded in the scquel, investiga- 
tors shouici endeavour to prepare, wherever pos- 
sible, by a house-to-house enquiry, approximate 
estimates of individual wealth. But in view of the 
initial difficulties which have been brought to our 
notice, we are of opinion that estimates of local 
collective wealth should be prepared from the 
very start by what is known as the 'inventory 
method' for villages, towns and cities. Such 
estimates can be framed by evaluating the area of 
land, the number of houses and the number of 
catllc in each unit area. A rough estimate of the 
value of l'urniturc and implements can be added. 
The average pricc of land in each village or group 
of villages can bc worked out from the statistics 
of sales of land and the lahsildar assisted by a 
local committee of non-officials can ascertain the 
value of houses, etc. In cities and towns, the work 
would be heavy and more difficult. But, here 
again, the local bodies could be asked to supply 
the information partly from the register of rental 
values and partly with the help of local non- 
official committccs undcr the advice of experts or 
municipal or public officials experienced in the 
valuation of properties. Estimates of national 
wealth will include private wealth and also public 
wealth or wealth under communal ownership, 
such as, railways, roads, tramways, public 
buildings, irrigation works, harbour works, tele- 
graphs, telephones, defence works, military 
equipment an& other similar material. Estimates 
of the public wealth may be obtained from the 
Government departments or officials who are 
custodians of such property. 

65. Cosr of Living 

The material available as regards cost of living 
in this country is mentioned in Appendix 4 (not 
printed). It may be said to fall under fourgroups. 
First, there are the cost of living index numbers 
for the working classes prepared by the Labour 
Office, Bombay and by the Directorof Industries, 
Bihar and Orissa. Secondly, there are records of 
special enquiries into conditions of well-defined 
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classes,suchas,"ThcReportofthcAssamLabour and (3) the faminc code rations. These sug- 
Enquiry Committee", "Report on an enquiry into gcstions may be taken into consideration by the 
working class budgets, ~ornba$,  "The Reports of Central Statistical Bureau if one is established in 
the Patna College Chanakya Society", "Family accordance with the suggestion made later in 
budgets of clerks in Lahore", etc. In thisclass may Chapter ~111.  
also be included the family budgets embodied in 
the 1921 Census Reports of Bombay, Assam and 66. indebtedness 
Baluchislan. In the third nlace. we have several 
village studies (like thosc'of ~ r .  Harold H. Mann 
in Bombay and Major J. C. Jack in Bengal) for 
thepresidencics or Provinces of Bengal, Bombay, 
Madras, the Punjab and Bihar and Orissa. Lastly, 
thereis much valuable information rclating tocost 
of living in some of the scttlcmcnt rcports, par- 
ticularly those of Burma. 

The results of these studies have, however, not 
been of much use so far, partly because thcy were 
not made in sufficient number for any one class 
of people in any particular locality, so as to form 
a basis for cost of living indcx numbcrs; and partly 
because, the sources of information were not 
reliable in consequence of the illiteracy and 
ignorance of the pcople, from whom the infor- 
mation was derived. The only two successful 
attemptsat preparing costof living index numbers 
have been made by the Labour Office, Bombay 
and the Director of Indusuies, Bihar and Orissa, 
although the reliabili ty of, at all events, the forrncr 
has been questioned. There is no rcason why 
similar indices should not be prepared in othcr 
provinces or why they should be confined to thc 
working classcs only. We think the information 
on this subject should be supplemented by the 
prepantion of cost of living index numbers for 
working classes in the principal industrial centres 
and index numbcrs based on family budgets 
(showingexpcnditureon various items,e.g., food 
and fuel, rent, clothing and other rcquircmcnts) 
of typical familics of othcr classcs. 

Two wilnesscs from Bombay, viz., the latc Mr. 
L. J. Seclgwick and Prof. R. M. Joshi laid somc 
stress on the importance of determining, (1) a 
normal subsistence level and (2) a minimum 
subsistence level asa startingpointinall enquiries 
connected with thc cost of living. 

The minimum subsistence level, it has bccn 
suggested, may be arfived at by taking into 
account the three lowest standards officially 
fixed, viz., (1) the jail diet, (2) the hospital diet, 

A large number of studies on the indebtedness 
of particular classcs of the population in selected 
localities arc alrcady available as may be seen 
from Appendix 5 (not printed). Some of the 
publications, for examplc, Mr. Darling's "Punjab 
Peasant in Prosperity and Dcbt" are spccial stu- 
dieson this subjcct; i n  others this topic formsonly 
a part of the subject maucr. The only official 
sources of information which may be of some 
valueare the records of theCo-operative Societies 
and the reports of the Regisvation Department. 
The figurcs of mortgages and transfers are pub- 
lished in the Provincial Land Revenue Adminis- 
tra'tion Reports. The subject of agricultural 
indebtedness also receives attention during 
settlement opcrations; and the assessment reports 
and somc of the settlement reports of Burma 

.contain valuable information in respect of the 
tracts dealt with. 

Information regarding public debt is published 
in the Slatistical Abstract and calls for no com- 
ment. As regards private indebtedness, the results 
of thc intensive studies should be published in 
order to give an idea, to the public, of the extent 
of indebtedness of various classes or tracts, 
together with information regarding the causes of 
indebtedness, thc ratcs of interest charged and the 
sourccs of the loans. In rcgard LO the agricultural 
classcs, this intbrmationcouplcd with statistics of 
debts sccurcd by land mortgage, which are 
already published, will present a fairly complete 
picture. 

Statistics of wages, to which so much promi- 
ncnce is givcn in othcr countries, have so far been 
very dcfcctivc in India. Wage statistics used to be 
publishcd in thc annual issues of "Prices and 
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Wages" but that publication has now been sus- 
pcnded as a result of retrenchment. The publica- 
tion used to give the results of the quinquennial 
wage censuses (those of 19 11 and 1916) in respect 
of a fcw urban and rural occupations. In thc 
Central Provinces, the ratcs wcre rcportcd annu- 
ally but only for a few of these occupations. The 
same publication also used to give the rates of 
wages of certain operatives employed in selected 
cotton, woolicn, jute, rice, and paper mills, in 
certain railway workshops, in one or two leather 
factories, in thc Murrce Brewery, in certain tea 
plantations, in thc British India Stcam Navigation 
Company, and on the Orissa canals. Special 
publications on wages have been referred to in 
Appendix 6 (not printed). 

The results ol' the provincial wage censuses of 
191 1 and 1916 werc found to be so unsatisfactory 
that a third one proposed Lo be taken in 1921 was 
abandoned as an all-India project. In Madras and 
the Punjab alonc was a general wage census taken 
in 1921-22; and a census of rural wages only was 
taken in Bihar and Orissa in 1924. But no regular 
official wage statistics are being, any longer, 
published for British India as a whole. 

The chief defects of the wage census figures, as 
they used to be published, were briefly these:- 

(i) that they did notembracea sufficiently large 
numbcrofvillages and towns, nor wcrc the units 
selected surficiently typical oncs, 
(ii) that the ratcs wcre reported bctwcen too 
widea range,and even where the averages wcrc 
given, no uniform system was adopted, and the 
weighting of' sub-district results was faulty in 
some cases, 
(iii) that the classification of rural and urban 
workers wasnotcomprehensiveenough in view 
of the great difference in the nature of and 
remuneration for work in different places, 
(iv) that the frequency of employment was not 
given, and 
(v) that the unit of timc for which wages were 
rccordcd was not uniform. 
Thc wage stalisiics so far as they go are said to 

be fairly accurate in some provinces, e.g., the 
Punjab, 

Oursuggestions fora quinquennial wagecensus 
and for annual wage returns have been discussed 
at length in Appendix 7 (not printed), and our 

scheme relating to the subjects has been described 
in chapters VII, VIII andIX. But, wemay mention 
here, in passing, that the information to be col- 
lected should, in our opinion, comprise rates of 
wages of various classes of operatives in 
induslrialestablishments, mines,docks, railways, 
workshops and municipalities; those in cottage 
industries; of domestic servants and artisans in 
towns; extra payments at harvest and supple- 
mental~; and the mode, range of wages, and 
frequency distribution for cach class. 

68. Oiher Labour Stafisrics 

Mention may be made here of the fact that the 
"Large Industrial Establishments in India" which 
is an occasional publication of the Department of 
Statistics, gives figures of the average daily 
number of persons employed in each such 
establishment. The only other labour statistics 
available are the average daily number of persons 
employed in each kind of establishment ascer- 
tainedat the Industrial Census held in 1921 aspart 
of the population census operations. The annual 
reports of factory inspectors and of the Chief 
Inspector of Mines give like information. No 
investigation has however been made as to the 
hours of labour, exccpt one by Mr. Findlay Shirras 
in rcgard to the cotton mill industry in Bombay. 

69. Prices 

In most places 'Prices' fall under 'Labour' 
statistics. As a matter of fact, however, wholesale 
prices arc of use in evaluating 'production' and 
relate to statistics of production, while retail 
prices arenecessary for measuring changes in 'the 
cost of living'. 

The statistics of prices have also suffered from 
the recent retrenchment policy. The fortnightly 
wholesale and rctail prices of certain staples, 
cereals, pulses, oil seeds, raw sugar, salt, etc., are 
no doubt still being collected in each district but 
the annual all-India publication "Prices and 
Wages" has unfortunately been suspended. This 
used to give not only the wholesale and retail 
prices of several commodities at many important 
places in India, with their index numbers, but also 
the export and import prices. 
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"The Index Numbers of India Prices, 
1861-1918" had, since 1918, beenkept up-to-date 
by the isstie of an addendum every year. We 
understand that in spite of the suspension of 
"Prices and Wages" this addendum will be con- 
tinued. Harvest prices embodied in the "Agri- 
cultural Statistics" have been referred to under 
agricul turd production. 

Thecollection of wholesale prices is only partial 
and exception has been laken to their reliability. 
The sources from which retail vrices are collected 

think, be published collectively for the year. In 
each province the weekly and fortnightly prices 
should be brought together and averages struck 
for each article in each town, and also for the 
province. In the central publication, provincial. 
averages for each week and fortnight should be 
stated and the annual provincial averages should 
be published for the year. 

SCHEME OF ECONOMIC SURVEY - GENERAL 
are also said to be untrustworthy. We think the 70, Second ofReference collection of urices should be placed on a com- 
prehebsive basis. Wholesale prices should be 
collected fortnightly in respecmf all agricultural 
products in each dislrict, at the principal market 
towns within or near each assessment or revenue 
circle.Relail prices may be collected weekly from 
the principal towns in each province and pub- 
lished as is done at present. Where a commodity 
has marked variations in quality, e.g., desi and 

We shall now proceed to consider the second 
part of the terms of reference in which the 
Committee are enjoined to make recommenda- 
tions as to "the lines on which a general economic 
survey should be carried out, with an estimate of 
the expenditure involved in giving effect to such 
recommendations". 

- - 
American cotton, fine and coarse rice, thc prices In [he t&lns of refercnce laid down by Go"- 
of the various grades should bestated. The agency ernment for our guidance, mention is made of 
for reporting both kinds of prices should be economic condition of the various classes of the 
honorary so far as possible. In people of British India. We also note that in the 
every IYharket town there aredealers inagricultural resolution of the Legislative Assembly, quoted in 
products who will, we presume* be glad toreport p ~ a g m p h  1 at thebeginning of the report, thevery 
the prices fortnightly; In each selected market first matter mentioned for enquiry is "the eco- 
town more than one honorary correspondent nomic condition of the various classes of the 
should be appoint& and formally envusted with people of India". As the various classes of people 
this duty. As regards retail prices, the bazaar do not live apart but are mixed together in their 
choudhris may be required to supply information economic life, we presume that in both cases the 
under their signature or, if more convenient, some real intention is that the proposed survey should 
reliable honorary correspondent may be d~ lwi th~heeconomiccondi t ionno ton lyof the  
appointed. The tahsil officer shouid be made various classes of the people but also collectively 
responsible for personally verifying the accuracy of specific geographical or administrative units, 
of the information in both cases and before he lugeor smal1,of which they are theresidents, and 
sends up the list of prices current, he should enter the country as a whole. 
a certificate thereon to the effect that he has Moreover, there are cermin statistics of eco- 
personally verified by inspection of books, or nomic significance, such as, finance, trade, 
otherwise, that the rates entered in the list arc transpormtion, etc., which can be collected only 
correct. When the town reporting the prices is not for a province or for thecountry as a whole. Their 
the head-quarters of the tahsil officer, the duty influenceon the economic condition of individual 
may be relegated to the inspector within whose classes can only follow from the results deducted 
circle the town lies. If these precautions are for a province or for thc whole country. 
enforced, weare surethat the sratistics regarding We have carefully studied the debates of the 
prices will attain a degreeofaccuracy, which will Legislative Assembly and of thecouncil of State 
not be open to objection. pcriaining to the resolutions which led to the 

Both wholesale and retail prices should, we appointment of this Committee and we also made 
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it a point, at  our conference with the members of income. Weconsidcr that the statistics of income, 
the twoHousesof thecentral Legislature, in April wealth, cost of living, etc., should be collected for 
last, toascertain the vicws of those who had takcn thc twclvc occupi~tional classcs, adopted at the 
part in the debates. We are confirmcd in our bclicf last population ccnsus, which are based on a 
that the interprckition we havc put on the terms scicntiric schcmc prepared by M. Jacques Ber- 
of reference is not only consistent with a scicr~tific tillon in 1890. We do not recommend any mod- 
treatment of thc subject but is also in corlsonancc ification in the grouping as that would clash with 
with the views of the Honourable Members who the occupational figures collected at the last two 
initiated thc demand for an economic survcy. population ccnsuscs. The only alteration wc 

We have seen in the preceding chapters that the would suggest in that classification is that the 
existing statistical material is not sufficient to class "exploitation of animals and vegetation" 
enable an estimate to be framed regarding the should be sub-divided into two main classes, 
economic condition of the various classes of the namely. (1) agriculture and (2) 'forms of 
people o r  of any administrative unit or units. We exploitation of animals and vegetation other than 
have also madc our rccommcndations undcr each agricu!turcl. We rccommcnd that the distribution 
head as to the extent to, and thc manncr in, which by occupations or callings, should be further 
the existing material may bc supplcmentcd by sub-divided accorciing lo income under seven 
improving the statistical data at prcsznt available standards or gradcs; in othcr words, that income 
or by collccting adciitional information by ncw should be asccr&~incd undcr thc 13 hcads of 
methods. occupalion and undcr 7 classes of income, as 

In order to devise rcmcdies or reforms on a shown in thc following table:- 
comprehensive scale, the entire economic fabric We have in this mble classified the population 
of thecountry should bc closely sifted by a survcy. into vcrtical divisions on the basis of occupational 
For carrying out such a survcy an effective differenccs,and into horizontal ones according to 
organization,acontinuously functioning s t a n d  economic wcll-being or status. We have sug- 
rulesandinstructionsbasedonforcigncxpcricncc gcstcd 7 gradcs of incomc but we have sub- 
as adapted to local conditions, will havc to bc dividcd thc 4 lower gradcs into (1) labour and (2) 
brought into existcncc and adcquatc luntis pro- classcs of pcoplc othcr than labour. In the 
vided for putting the proposals into practice. In prcli~nintlry stagcs of thc survcy, it should be 
what follows we shall bricfly outline a schcrne sulfic~cnt if this doublc clnssifica~ion is used for 
which embodies all thcsc characteristics and prcscnting thc figurcs of incornc. 
which is designcd LO givc a progrcssivcly correct 
estimate of the lruc cconomic contiition of ttic 72. Economic ;2mes 
country and its people. 

At the last population ccnsus, provinces were 
7 1. Classificution of the Populalton apportioned into certain largc natural divisions 

bascd on thcir physical features, climate and 
The question of thc classification of thc pop- rainfal1.Thcscdivisionsarenot strictlyeconomic. 

ulation for purposcs of an economic survcy has But considering that figures of population, 
next to beconsidered. A recognized classilication occupation, etc., havc bccn published for the 
is necdcd mainly for thc prcscntationof the rcsults divisions in question at thc iast two censuses, we 
of the proposed intensive studies. Various sug- sec no rcason why statistics of cconomic condi- 
gestions havc bccn madc by wilr~csscs exa~ninctl tion should not bc tabulated for such homogc- 
by us.  Some have advocated the adoption of thc ncous tmku. In thc ordinary course zones can bc 
occupational classification of thc populat~on cictcrmincd only after, and as a rcsult of, an 
censuswithccrlainspccilic~notiiS~cations.Othcrs cconomic survcy and, in v~ew of varying intius- 
have proposed classification with refcrcnce to trial and agricul~ural opportunities, economic 
income, while one witncss has suggested a doublc zoncsmay norcoincidc w ith clivisions which havc 
classification based on both occupation and similarphysical ch:;ractcristics. Butwc havebecn 
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told by expert witnesses that, to enable general- 
izations to be made from intensive studies in 
limited areas, such studies must be made in parts 
of homogeneous tracts. Within a district there are 
tracts homogeneous with regard to conditions of 
rainfall, fertility,communications, etc. Variations 
in the outturn of land belonging to one class and 
theconditions of life in similar occupations within 
such a tract are more or less identical. These 
distinctions arc brought out at the pcriodical 
settlements in what are known as assessment or 
revenue circles. In our opinion the revenue circles 
represent the smallest economic zones and the 
provincial natural divisions the larger ones. We 
therefore think that statistics should be collected 
originally for the village, town or city, and then 
successively for the assessment or revenue circle, 
thclahsil or taluk, [he district, thelarger economic 
zone and the province, the statistical data for rural 
and urban areas being kept quite distinct. We are 
of opinion that for our largcr economic zones, the 
provincial natural divisions of the Census Report 
of 1921 may bc adopted. The Provincial Gov- 
ernments concerned may make such modifica- 
tions as they may consider necessary, provided 
that the utility of the figures tabulated at the last 
two population censuses is not impaired. 

73. Methods of Survey - Suggeslions Examined 

Before proceeding to describe the methods of 
survey, which we have foreshadowed in the 
preceding chapters, we consider it necessary to 
make a brief reference to certain suggestions put 
forward by some of the witnesses in this con- 
nection. There is a school of experts who do not 
bclieve in any extensive enquiries or the 
collection of any data whatever for the provinces 
or the country as a whole. Their apprehension is 
that any collective data would be liable to mis- 
interpretation. Thcy advocate nothing but inten- 
sive studies on various subjects, in various tracts, 
with the sole object of ascertaining facts and 
without any immediate endorresult in view. They 
would go on prosecuting these studies until such 
timc as a repetition of similar results may lead to 
infcrenccs. Some of thcsc witncssesconsider that 
it may take at Icailst twenty years bcforc it is found 

possible to obtain a reliable picture of the eco- 
nomic condition of the country. Others consider 
it impossible to measure certain forms of 
production accurately and would therefore not 
attempt to ascertain total production. They would 
content themselves with statistics of production 
where they could be recorded with perfect accu- 
racy. Their fear seems to bc that comparisons with 
the figures of other countries might place the 
Indian conditions at a disadvantage. 

There is another school of economists who want 
production to be ascertained by a central statis- 
tical organization but would like all intensive 
studies in regard to tests, such as, income and 
wealth, to be conducted under the guidance of a 
separate body of the type of the Punjab Board of 
Economic Enquiry without any connection or 
co-ordination between the two organizations. 
They want results of intensive studies to be 
published for each village separately, but do not 
wish the results to be put together or published, 
even in the provincial publications. We need 
hardly say that we do not agree with any of these 
suggestions. While weappreciate the importance 
of intensive studies and wish to aim at the max- 
imum of accuracy, we think we should follow the 
example of the Dominions in preparing estimates 
and obtaining approximate figures for general- 
ization whcrk strict accuracy i s  not possible of 
attainment. Wc should not refuse the guidance 
which approximate figures may give, because we 
are unable to obtain strictly accurate figures for a 
long time. We arealso strongly of opinion that all 
work connected with economic survey should be 
co-ordinated and guided by one central authority 
instead of being split up into two or more 
unconnected, water-tight compartments. 

74. The Cornmitree's Proposals 

As remarked in paragraph 40, we do notpropose 
to deal, in our scheme, with the collection of 
general statistics falling under Class I for which 
the material already published is more or less 
complete. We shall confine our proposals to 
subjects falling under Classes I1 and 111 dealt with 
in Chaptcrs V and VI respectively. These are: 

1. collecting statistics oT production, and 
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2. preparing eslimalcs of income, weallh, etc. possible toobtain actual figures of production, we 
should try to arrivc at as reliable an approximation 

75. Producrion Stufistics to them as possible. 

We have ~ r o ~ s c d  in paragraph 41 that corn- 76. Esfimates of Income, Wenlth, Cost of Living, 
plcte statistics of production of all kinds should, elc. 
as far as possible, be collected under each of the 
following heads:- We attach great importance to intensive studies 

for the puqose of ascerhining the income, 
(a) Agriculturc, expcnditurc, wealth, indebtedness, etc., of the 

various classes of the population. Several such 
(b) Pasture and Dairy Farming, enquiries have bcen madc in the past few years, 

(paragraph 61) and somc valuable work has been 
(c) Forests, done in this connection. 

The publications on village studies, such as (d) Fisheries, thoscof Mr. Bhallaand Dr. Lucas (Punjab), Major 

(e) Mines, 
Jack (Bcngal), and Dr. Gilbert Slater (Madras) are 
very elaborate and are more or less in the form of 
village gazetteers dealing not only with the eco- (f) Large Industries, nomic and social life of the people, but also with 

(g) Cottage Indusuies. the climatic conditions, natural resources, etc., of 
thc villages dealt with. The minute information 

So far as largc industries are concerned, the contained therein is most useful in ascertaining 

annual statistics should be supplemented quin- the detailcd condition of each village. Such 

quennially by a dctailed census of production. detailed enquiries may bc necessary for other 
Figures of of kinds be specific purposes but* in our opinion, they are 

obtained through Government dcparmcnts by somewhat loo [or Our purpose* i-e., for 
means ofthe exisling agency or additional special the purpose of genera1 economic 
staff to be entertained for the purpose, as will be condition of the various classes of the people and 
explained in the next It  would be idle lo the causcs which contribute to their poverty or 

attempt absolule accuracy in affluence. Onc of the witnesses (Professor H. 
obtaining the  figures ol. production. In the words S f m k ~  Jcvonsof Burma) aptly ICmarkcd. "Tobe 
of Dr. Bowley.* "There is not in  a q ~ i t c  frank, my Own fCCling is that W e  have 
perfectly accurate measurement, physical or already had too many studies of an intensive 
economical, just as there is no perfectly straight character in India with a view to ascertaining the 
lineor perfect fluidw. Even in countries with much condition of people in certain isolated Spots and 
greater resources, where the population is literatc a great ehboradon of such enquiries would not, 
and particulars of production in all branches are to my mind, scrvc any useful ~urPOse"- 
gathered by the issue of schedules to honorary 
correspondents, it is not found practicable to 77. Subjecls for lnrensive Study 
collect all the schedules issued and the figures of 
productionare often based upon inferences drawn In our opinion, thc intensive studies should 
from as many schedules as are rcceivcd in time - comprise enquiries into thc following broad facts 
the numbcr in some cascs not exceeding 25 to 50 concerning cvery household (which should be 
per centof the total. Whercvcr, thcrcforc, it isnot taken as the unit) inclucicd in the survey:- 

* Elements of Statistics, Second Edition, page 199. 
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1 .  Income, from 
(a) land, 
(b) trade, 
(c) industry, ktc., and 
(d) other sources. 

2. Expenditure 
(a) food 
(b)othernecesswies,e.g.,clothing, rent,etc., 
and 
(c) extraordinary cxpenscs. 

, 3. Wealth 
(a) value of landcd propcrty, 
(b) value of house propcrty, 
(c) value of other property, including Furni- 
ture, implemenls, ttwls etc., and 
(d) investments, cash, jewcllcry, ctc., (if 
possible). 

4. Indebtedness 
(a) dcbts secured by mortgage, 
(b) unsecured dcbts, and 
(c) causes of indcbtedness. 

The cnquirics into cxpcnditurc should cnablc 
standardsof living ant1 thc costofliving ofvarious 
classes to bc dclcrmincd. In towns and industrial 
ccntrcs, the urban invcsligators might alsodcvotc 
attention to studying labour conditions in largc 
industries. 

Questions and instructions on the subjects can 
be prepared for each province, according to local 
condilions, on thc lincs of the excellent ques- 
tionnaire drawn up by the Punjab Board of Eco- 
nomic Enquiry. The information will becollectcd 
with reference to the classification proposed i n  
paragraph 71. 

78. Merhod of lnfensive Sfuciics Expilined 

The intensive studics should bc directed 
towards asccrlaining thccondition of thcdiffcrcnt 
classes in each villagc and of the villagc as a 
whole. Judging from the opinions given by wit- 
nesses, we are inclined to think that, with only 
four subjccts cngaging his attention, an 
investigator should be able to collcct informalion 
for five families in  a day, is. ,  he should have no 
difficulty in dealing with an avcragc village of a 
hundred ramilics in 20 working days. Family 
budgcts have becn collcctcd somctimcs in even 

shortcr pcriods, but after examining the publica- 
tions and the evidence recorded on the subject, 
we arc of opinion that, to secure reliable 
information, the investigator, if not himself a 
residcnt of the locality, must become quite 
familiar with the people of village under study 
and win thcirconfidcnce. We,therefore, think that 
hc should, instead or completing his enquiries in 
one village in, say, a month, keep a group of 12 
villages undcr obscrvalion and investigation for 
a whole year and, at thc end of it, submit a brief 
rcportof thc results. Similarly, in urban tracts, the 
nurnbcr of ttouscs to be dcalt with in a year should 
remain undcr study throughout that period. The 
statistical conclusions should be embodied in an 
abstract appended to lhc report. From these 
abstracts it will be possible to compile statistical 
rcsults, undcr thc four hcads mentionedabove, for 
all thc villages investigated. Thestatistical results 
so obrained from the enquiries should, we think, 
be published from year to ycar with the annual 
provincial statislics, and, in every succeeding 
ycar, the rcsults 01' the prcvious year's investi- 
gations should bc shown alongside for compari- 
son. Thcsc results will, in course of time, afford 
a basis for gcneralization as to the distribution of 
income and wealth as also to the distribution of 
taxation, imperial, provincial and local and its 
relation to the income. The selection of villages 
Tor intensive study should be made every year in 
consultation with the Board of Economic Enquiry 
and thc local ofSiccrs. We would advise groups of 
adjoining villagcs to bc sclcctcd by turn in the 
difScrcnt1aksi1.r o fa  district. Within the rahsil the 
groups should bc liikcn by roution from the 
di ffcrcnt asscssmcn t (rcvcnuc) circles. Inforrna- 
lion should, howcver, bc collccted for whole 
villages. For purposcs of intensive study, a town 
should, we think, bc divided into homogeneous 
blocks, as far aspossibleiind, within those blocks, 
houses should be sclcclcd by what is known as 
random sample. Information regarding 
indcbtedness will not be requircd in towns and 
thcre will be somc rural tracts which may be in 
loo prosperous a condition to need this class of 
investigation. While, therefore, enquiries 
regarding income, cxpcnciitureanci wealth should 
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be included in thc gcncral progralntnc, 
indcbtcdncss nccd bc addcd only in thc casc of 
spccial classcs or tracts. 

79. Special Investigations 

Anothcr subjcct for spccial invcsligation is thc 
fragmentation of holdings, thc lattcr bcing oftcn 
sominutcly sub-dividctl as tomakeit unprofi~~blc 
for any onc to cultivatc thc area. 

A number of witncsscs brought toour noticc the 
fact that thc question o f  uncmploymcnt among 
the lowcr middlc classcs tlcmandctl spccial 
investigation at the prcscnl timc. Thc clcrical 
classcs are said to bc suffcring from lack of 
employment. Thc condition ofclcprcsscd classcs 
also nccds invcstigation. A fcw impormnl wit- 
nesses brought to our noticc that thcrc was pcr- 
ennial undcr-cmploymcnt in rural arcas on 
account of thc too cxclusivc dcpcndcnce of thc 
population o n  agriculture and the unccrtaintics of 
the scasons. Each such mattcr may form thc 
subjcct of spccial cncluiry through thc Statistical 
Departmcnt. Any spcc~al cconomic tlcficicncics 
in specific gcogn~phical arcas, for cxomplc, arcas 
subjcct Lo malarial I'cvcrs or any spccial disabi- 
lities from which p:uticular classcs of pcoplc, 
such as thc wcavcr class, may bc suffcring, may 
also form the subject of spccial enquiry with a 
view to the adoption of suiublc amcliorativc 
measures. 

Besidcs the intcnsivc cnquirics on thc four 
general subjccls mentioned in thc prcccding 
paragraphs, spccial enquiries into any subjccts of 
local importance which the Provincial Govern- 
ment may prescribe from time to time, may bc 
undertaken by the Provincial Statistical 
Departmcnt. For such special investigations, thc 
investigating staff alone will havc to be 
strengthcncd, thc Provincial Government making 
additional financial provision for thc purpose. 
Ordinarily, no increase in the supervising staff 
will bc necessary. 

80. Exfensive Surveys for income and Wealth 

Apart from invcsligakions into wealth by 
intensivestutlics, wcproposc thatcsdmatcsof thc 
collcctivcprivatc wcalth and national wcalth may 

bc prcparctl by the inventory method as flu as 
practicable, as dcscribcd in paragraph 64. Wc also 
rccommcnd that slatistics of income-lax should 
continuc to bc published with the dctails which 
wc have suggested in paragraph 62. 

8 1 .  Wages and Prices 

Wagcs i~nd priccs form a class by thcmsclves. 
Thcmcthotis by which thcy should bc ascertained 
havc bccn dcscribcd at lcngth in Chaplcr V I  and 
nccd not bc rcpcatccl hcrc. Brictly stated, the 
statistics of wages for large intiustrial establish- 
mcnw: should bc collecled by thc Industries 
Dcpartmcnt, thosc for mining cslablishments by 
thc Chicf Inspector of Mincs and particulars 
rclating to rural and other labour by the Revenue 
Dcpartmcnt. Annual rcturns should be prepared, 
showing thc ratcs of wagcs prevailing in each 
month. A ccnsus of wages should be taken 
quinquennially. Prices, both wholesale and retail, 
should bc collcctccl by the Revenue Department. 

In  rcccnl years, thcrc hiis becn a strong tendency 
towards ccnualization of statistics in all thc 
Dominions ofrhc British Empire. In Australia the 
Fedcral Burcau of Census and Statistics was 
crcatcd in i906 and lhc Fcdcral and State Gov- 
crnlncnts havc bccn in favour ofasinglestatistical 
authority cver since. A census and statistics office 
was formed in New Zcaland in 1915. A central 
statistics office was created in 1917 for theunion 
of South Africa. A Dominion Bureau of Statistics 
was eslablishcd in Canada in 1918 constituting a 
comprchensiveccnual statistical office, all purely 
statistical work bcing brought by transfer under 
its immediate direction. 

'Statistics' isalrcady acenual subject in British 
India; a ccnual sratistical office has been in 
existence for several years,although as a result of 
the recent retrenchment policy, it was reduced in 
status and strength and subordinated to  the 
Dircctor-General of Commercial Intelligence. 
Thc statistics publishcd by the cenual officc are 
collcctcd, for various objects, by the several 
dcpartmcnts of thc Provincial and Central Gov- 
crnmcnts, but thcrc is n o  tlistinctivc connecting 
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link and no real co-ortlination between them. 
What is more important for our purpose is that 
they arc not designed to give an indication of the 
true economic trend of the people or of the status 
of British India as an economic unit. 

If the svatistics of British India are to be main- 
tained in a satisfi~ctory manner in future so as to 
form a basis for building up theeconomic policies 
of the country, all work in that connection should, 
as in the Dominions, be co-ordinated and cen- 
tralized. The aim should be to provide acommon 
purpose and a "cenual thinking office" on the 
subject of statistics and to bring the statistics of 
all the departments, both of the Central and of the 
ProvincialGovernmcnts, undcr thesupervisionof 
one cenval authority who should be the adviser 
of Government in statistical matters. 

Those statistics which are partly departmental 
and partly cconomic may continuc to bc colnpilcd 
by the depl~rttncnts concerned but thcy should 
come undcr the technical guidance of the cenual 
statistical authori ty. The pure1 y deparunenlal 
publications which do  not contain any material 
required for the economic purposes of the Central 
and Provincial Governments may be left to the 
departments concerned. 

83. Legislarion 

The proposed scheme of economic survey 
should, if it is to secure enduring success, have its 
organization defined by law. Legislation is nec- 
essary to bring into existence an all-India system 
of statistics. It has been said that there can be no 
statistics without legislation. The object of leg- 
islation connected with the proposed scheme 
should be two-fold, namely (1) toplace the whole 
statistical organization on a legal basis, and (2) to 
ensure or facilitate the collection of correct eco- 
nomic data from individuals and firms. For the 
latter purpose, it would be necessary for officers 
to possess legal powers of compulsion howsoever 
mild. The data to be collected in most cases being 
such as cannot be oblained except from the 
individuals and firms concerned, it is necessary 
to legalise the demand. The exercise of the power 
of compulsion must be vested in certain officers 
and consequently the legislative measure tc  be 
adopted must recognize the whole organization, 

define the principal duties of the various officers 
and the subjects on which enquiries may be made 
or information refused. While arming the officers 
with the necessary powers to compel persons to 
supply information, i t  will be necessary to give 
guarantees to individuals and f i s  against any 
direct or indirect disclosure of the information 
obtained from them under the seal of official 
secrecy. 

It has been suggested that the objects in view 
can be secured by an executive order without 
recourse to legislation. But an executive order 
cannot provide the powers of compulsion, nor can 
an organization resting on a mere executive order 
have any permanent foundation, for it would be 
open at all times to modification or  termination 
by another similar executive order. 

Legislative enactments relating to statistics 
have been passcd in the Unitcd Kingdom, the 
Dominions and other foreign countries. In India, 
thc Census Acts already invest officers with the 
powers of compulsion needed at the population 
censuses, even though the enquiries in that con- 
nection are not such as to rouse opposition or 
resentment, 

We suggest that among other things, the fol- 
lowing provisions should find a place in the Bill 
which may be drawn up on the subject:- 

(1)Establishment of Central and Provincial 
Bureaux. 

(2) Appointment of officials of all grades. 
(3) Appointment and functions of Advisory 

Commi ttecs. 
(4) Powers of a Bureau to obtain information 

from individuals and firms and from the 
various departments of Government. 

(5) Matters concerning which information may 
be collected annually or periodically. 

(6) Obligations on the part of individuals and 
firms to make true returns, to answer rele- 
vant questions and to ailow inspection of 
records containing relevant information. 

(7) Conditions undcr which information of a 
specified naturc may be refused. 

(8)Guarantee of secrccy for returns and 
answers. 

(9) Penalties for failure to carry out the 
obligations imposed and for unauthorised 
disclosure by officials. 
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(10) Publication of information collected. 
(1 1) Power of Central and Provincial Govern- 

ments to make rules, etc. 

The legislative measures we have proposed may 
also conveniently embody provisions relating to 
the decennial censuses of population, thereby 
obviating the necessity o f  passing an Indian 
Census Act every ten years. The new measure 
may, as in the Dominions, be called the Census 
and Statistics Acl. 

(3) to collate, scrutinize, tabulate and summa- 
rize the information collected and to publish 
it in a presenlable form; 

(4) to compile and publish a Year Book on the 
lines of the Dominion Year Books, with the 
co-operation of the Director of Public 
In forination; 

(5) to supply statistical information to Gov- 
crnmcnt and the public, when requested to 
do so; and 

(6) to undertake special statistical enquiries for 
Government whcn necessary. 

SCHEME OF ECONOMIC SURVEY - The Director of Statistics should be an officer 
OKGAIVIZA'~ION of broad sympathies and outlook and should have 

had practical training in statistical methods. With 
84. Central Bureau a view to arouse public interest in the subject and 

tocnlist public sympathy with the department, his 
No great results can be achieved without appointment should, preferably, be subject to the 

organization. The proposal for centralization of vote of the Central Legislature. Each of his 
statistics which we have emphasized in paragraph Assistants should be a trained statistician or 
82, will necessitate the creation of acentral office, economist and at least one of them must have 
presided over by an officer who will be respon- sufficient experience of local conditions. In 
sible for the collective presentation of statistical connection with the census of population which 
data for the whole of India, and for laying down is taken decennially, the future Director of Sta- 
the broad lines on which such material and data tistics should be able to discharge the duties now 
may be collected in the provinces so as to ensure performed a Census At 

asound uniform system. This office may suitably dCXennial census he might be given* for a 
be called the Central Statistical Bureau. The staff period of about fouryears, a competent Assistant 
should, in our opinion, consist of a Dircctor of who woulddeal exclusively with thecensus work. 

Statistics with two Assistants, one of the latter Bcforc formulating our proposals for a Central 

being entrusted with economic statistics proper Bureau and for thc adoption of Centralization of 
S~atistics as a dcfinite policy for the future and theother with statistics of all other kinds. The (paragraph 82), we had the advantage of dis- 

Office have an establishment of One cussing the problems of statistical organization 
superintendent and some fifty clerks (including with the Hon9ble Mr. T. D. Chadwick and with 
typists), with the requisite menial staff. Mr. C. G.  Freke, to both of whom we are indebted 

for much useful advice. The information which 
The duties lhe B ~ r e a u  be:- has been kindly furnished by them is treated as a 
(I) to arrange for, supervise and control the pwt of the confidential evidence recorded by the 

taking of periodical censuses, such as those committee. 
of population and large industrial estab- 
lishments, and industrial wages; 85. Provincial Bureaux 

(2) to collect annually, or at shorter intervals, 
statistics relating to the economic condition Each province should have, for the collection 
of the people, such as, production, income, and compilation of statistics, a similar office 
expenditure, wealth, prices, etc., either which may be termed the Provincial Statistical 
through Provincial Bureaux or  direct from Bureau. It should bepresidedover by aProvincia1 
the departments concerned; Statistician with one Assistant for head-quarters 



and a number of Assistanls, usually onc for cvcry It may bc convcnicnl to utilize the existing Pub- 
Rcvcnue Division, fbr thc supcrvision of' work licity Advisory Committee to serve at the same 
which will bc carried on in the districts. Wc agrcc time as an advisory body for the proposed 
wiIhProfcssor C. J. Hamilton of Patna in thinking statistical organization. 
that the Provincial Statistician should posscss a 
high degrce of local knowledge more than high The Pub1ir:ity Advisory Committee 
statistical qualifications. Thc officc establish- 
ment should consist of one Superintendent, and The committee, it is understood, consists of 16 
sonlc thirty clcrks with the usual menial staff. The mcmbcrs, including 4 officials and 12 non- 
headquarlcrs Assistant, who may be callcd thc officials, with the Home Member of the Gov- 
Personal Assistant, should bc a twined ccono~nist crnincnt of Indin as its President. It should be 
or statistician with a knowlcdgc of local condi- possible to strcngthcn this Committee by the 
tions. addition of four ~ncinbcrs - two officials and two 

All statistics rclating to a provincc should bc non-officials - with cconomic or statistical 
collected locally undcr inslructions issucd by thc cxpcricncc. The Dircctor of Statistics should be 
Provincial Bureau; but figurcs conccrning min- one of the two official mcmbcrs. The committee 
eras production may, as at present, bc collected so cnlargcci would assist thc Director with advice 
by the Chief Inspcctor of Mincs, and thosc as to thc dctailsofthc information tobecollected, 
relaling to individui~l factorics may bc sut>miucd and the mclhods lo be cmploycd in collecting 
direct to the Ccntral Bureau, if thc owncr or thcm. Thcy mighl also be asked to offer their 
manager of a factory prefcrs such a coursc. criticism on lhc Yeat Book, when ready, bcfore 

When censuses of large industrial establish- it is submitted for the approval of Government. 
ments and of wages are being taken with thc hclp 
of the Department of Indusuies or the Provincial 87. Provinciul Boards of Economic Enquiry 
Labour Office, the Provincial Bureaux will 
probably require a few atfditional clcrks to dcal A Provincial Board of Economic Enquiry 
with the issue of the schctiules and the coinpila- should bc es~iblished in every province. The 
tion of the returns reccivcd from thc Sactorics Provincial Statistician should bc a mcmberof the 
through the Dcpartmcnt of Indusuics.The ccnsus Board and its Pcrsonal Assistant might act as its 
of population, which is a large cnough subjcct in Sccrctitry. Thc Board should consist of members, 
itself, must bc dcalt with by iI scparatc csub- both official and non-official, and thcir functions 
lishment and scparalc financial provision as should be to advisc thc Statistician as regards the 
heretofore. tlctails of his dutics and, if necessary, to co- 

operate with him in the supervision of work 
86. Advisory Boards connectcd with economic research. The 

non-ofl'icisl mcmbcrs should be paid a fee for 
We think it would bc n grcat advantage t o  attending thc mcctings at all cvcn8, for the first 

associate advisory boards with thc officcrs fcw ycars. 
charged wilh lhc work of cconom ic survey, This Somc wilncsscs havc dcprccated the division of 
proposal is favoured by a number of high officials thc Boards of Economic Enquiry into rural and 
and university professors. I1 is proposcci latcr urban scctions. Wc agrcc that the Board should 
(paragraph 102) lo make the Dircctor of Sk~listics givccqualattcntion toinnucrs ruraland urban but, 
and the Dircclor of Public Inl'ormation jointly whcrc a Board undcrlilkcs to supervise the 
responsible for the compilation and publication intcnsivc studics, thcrc should be no objection to 
of the Year Book which will embody the results such an arrangcmcnt, if i t  is calculated to make 
of theeconomic enquiries throughout thecountry. the supcrvision more effective. 
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88. Assistants lo the Provinciul Statisticians 

We have proposed that each Provincial Statis- 
tician should be g'iven a Personal Assistant and in 
addition one Assistant for each Revenue Division 
(comprising 5 to 6 districts). These Assistants 
should be gratfuatcs in economics with some 
previous practical training in economic enquiries, 
if possible. They should be natives of the prov- 
ince, thoroughly conversant with the ways and 
manners of the local population. Each of these 
Assistants should have a senior and a junior clcrk 
and two peons attrichcd to him. He will have to 

, supervise, as will bc explained in ~ h c  scqucl, 15 
to 1 $investigators cngaged on intcnsivc enquiries 
and, at the beginning, some 20 or 25 inspcctors 
employed in collccting pnduction slatistics. Thc 
numbcr of the latter, viz., inspcctors, will bc 
rcduccd to 10 LO 12 aftcr thc Sirst two ycars. 

89. Two Disrinci Agencies in Each Districl 

Two distinct agencies for collecting economic 
data will be employed in each district, viz., (I) 
inspectors and tahsil clerks - the inspcctors for 
collectingsta!istics of production othcr than those 
pertaining toagriculture, forests, mincs and large 
industries, and the clerks for compiling the sta- 
tistics of agricultural production - and (2) inves- 
tigators who will collcct, by intensive study, data 
relating to income, wages, cost of living, wealth, 
indebtcdncss, elc., in individual villages and for 
classes. The former additional staff will be undcr 
thc Revenue Department subject to the guidance 
of Assistant Statisticians; while thc latter, though 
forming part or thc statistical dcpartmcnt and 
acting cntirely undcr thc control of thc Assistants, 
should neverlhcless be associated in some dcgrcc 
with the Revenue Dcparunent. 

90. Agencies for Prodr~c tion Statistics 

Thc agcncies f o r  collccting produclion will bc 
as follows:- 

Thc statistics of agricul~ural and rorcst pro- 
duction will be supplied by thc Rcvenuc 
Department and the Forcst Dcpartmcnt, 
respectively. 

The production from Government monopolies, 
such as, opium and salt will bc ascerrained 
through thc dcpartrncnu conccrncd. Similarly, 
the figurcs rclating to production of large indus- 
tries will bc collcctcd and furnished by the 
Indusvies Dcparuncnt, and those relating to 
mineral production by thc Chicf Inspector of 
Mines or thc Dircctor of Geological Survey. The 
principle to be obscrvcd is that the primary data 
should be collcctcd by thc department which has 
most to do with thcm. 

91. Agency in Disiricis lnspeclors 

Information rclaling to othcr forms of produc- 
tion, e.g., cotkige industries, pastoral, dairy and 
fish production will l>c collcctcd by a suitable 
numbcrof inspcctors iippointcd cspcci:illy for the 
purposc, anti working undcr thc Rcvcnue 
Dcpartmcn t, To begin wilh, onc inspcctor may be 
postcd to cacti iuhsil (or laluqa), but thc number 
will be reduced after thc first two years to two 
inspectors pcr district. Thcsc inspectors will be 
drawn from the revenue inspcctor class known as 
the Kunungo in thc Punjab, which has greater 
facilities for getting into touch with the people 
and ismorc likely logctrcliablc information from 
the masscs than evcn traincd economists on very 
much highcr pay. Thcsc inspectors should be 
Lrcatcti as an udtiilional Rcvcnuc staff. 

It will bc ncccssary to associate local agcncies 
with the inspectors for thc purpose ofascertaining 
the total production of collage industries, etc. A 
simple form will have lo be devised on which a 
rccord of the production from various sources 
should bc kcpt from month to month. The local 
agcncics to bc c~nploycd should be:- 

(1) thc co-opcrativc socicty, if any, in the 
village, 

(2) thc panchayui, if any 
(3) in villagcs owned by a single zemindar, the 

z c m i n d i ~ ' ~  ugcni, and 
(4) Sailing all ~hcsc agcncics, the village 

accountant. 
Thc Iocnl agent, whocvcr he is, can, without 

difficulty, asccr~ain at t h c  cnd of each month the 
production of thc  local cottage industries togcthcr 
wilh thc diffcrcnt kinds of pastoral and other 
misccllancous products. When the inspector goes 
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round the villages, he will be able to check this miscellaneous production will be made in the 
record by personal interviews with the owners of rahsil office by a special ass~stant clerk (para- 
cottage industries, and the persons concerned graph 52). 
with the other products. In this manner, it should 
be quite easy for him to form a fairly correct 93. lnvesligators 
estimate of production of various kinds, other 
than agricultural, in the village. The intensive enquiries for ascertaining 
In the first year, when these records will be income, expenditure, wealth, indebtedness, etc., 

newly started, the inspector not have the involve patient and intelligenlobservation. They 
advantage of monthly records but have to should be conducted by qualified investigators 
dependentirely upon personal enquiries. He may specially employed for the Purpose- These 
have to prepare an of by invesligators should ordinarily be graduates, 
working out an average on the basis of figures for under-graduates Or retired EVenUe officers with 
one or more months, or he may have to estimate special aptitude for economic investigation. 
the outturn merely with reference to information Graduates in economics have done work suc- 
which he is able to collect during his interviews. cessfully and University students have made 

purpse the Of 
may he thcmselves useful under the guidance of their 

doubled for the first two years. The experience professors. We think that some of the  retired 

gained in the first year and the figures recorded revenue officers will, with a litlle preliminary 
training, prove equally useful. The co-operation by lhe laa' agency lrom month month 
of University professors and students should be greatly facilitate lhe the permanent staff* as far as possible in economic research. in future years. For enquiries relating to indebtedness, the help of 
the co-operative societies will be most valuable. 92. Supervision by Tahsildars 

94. Intensive Study in  Urban Tracts 
The rahsil officer, whose duties have become 

somewhat lighter Owing the transfer Ihe For the rural tracts we have estimated (in 
income-tax work to the new paragraph 78) that one investigator will be able 
De~arunent and the district board to the to &a] with some 1,200 families in a year, i.e. 
local b*es* and who may possibly be with a population of 5,000 to 6,000 souls. The 
of judicial work in the future, should not find it enquiries in  towns will be much more difricull 
difficult tosupervise the work of thesejnspectors. and, even when the investigators are local men, 
The work will not be of an intricate nature. On [hey not find it so easy tocollect the necessary 
the contrary, it will involve the collection of informationconcerning incomeorwealth. weare 
information with which the tahsildar will bequite of opinion an investigator will not 
Conversant. The fact, moreover, that the inspec- be able to secure daw for more than 50 families 
tors will be working under the supervision of the in  a month or 600 families in a year, i.e., a 
tahsiidars will provide the forfller with the population of 3,000 souls a year. The tad urban 
backing of authority which they will need in population of the Punjab was found at the recent 
persuading people to give reliable inf~rmation- census to be 22,12,19 1, and there being 146 towns 
We do not think that any olher agency will be half in the province, the average population per town 
SO successful in achieving the object as the one was 15,152. The average number of towns per 
we have proposed. The staff will, however, need district was five. We are of opinion that the survey 
a certain amount of technical guidance, the suc- in  towns should be conducted on the basis of a 
ccss of their work depending upon che initial random sample ol'one house in every five in each 
uaining given to them and the detail and lucidity town. One investigator should therefore be able 
of the instructions issued by the Provincial Stat- todeal on an average with one town in a year, i.e., 
istician and his Assistants for their guidance. The with 20 per cent of the urban population of an 
compilation of statisl"lcs of agricultural and other average district; but, since his studies relate to a 
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sample of one in five, :he results of his enquiry of the rural population. But, al though we propose 
will really represent the condition of only 4 per that from the second ycaronward, when statistics 
cent of the total population. In five years, a staff relating to 5 per cent or more of the population 
consisting of one investigator per district should will be available, the Provincial Statistician 
be able to complcte the survey of all the towns in should begin to generalize from the figures, we 
the province and acc~mulate data for 20 per cent think such conclusions should be taken for what 
of the town ~o~u la t i on .  The urban ~ o ~ u l a t i o n  is they are worth. As the results of the investigation 
however not equally distributed over the districts. become available in  each succeeding year, the 
While, thercforc, two or threc investigators may inkrcnccs drawn as to the general condition of 
have to be employed in a city like Lahore, OnC the classes, and would become more and 
investigator may be able to deal with the urban more reliable. ~h~ should be reviewed 
population of more districts than one, taking the five years, In the course of ten yms, we 
towns in each district in alternate years. In this should daa relating to 25 per cent of the 
way a provision of one investigator per district population and conditions may vary 
for urban survey will enable the Provincial 
Bureau to make the necessary adjustment of staff from year to year, and by the end of the tenth year 

needed for large towns and cities, requiring spe- the condition of the villages examined in the first 

cia1 treatment. We therefore, think that 29 year may have altered materially, yet the figures 

investigators should suffice for intensive study in when taken for large tracts will afford a basis 

urban tracts in a province like the Punjab. which will not be Pu removed from the reality, 
and the usc of indcx numbers will enable the 

95. Intensive Enquiries in Rural Tracls accumulated results to be reduced to a common 
denominator. Thcre will be three investigators on 

We have proposed in the preceding chapter that thc average in each district. It is of  the utmost 
an investigator should dcal with a dozen villagcs importance that their work should be closely 
in a year. We propose that two investigators supervised by the divisional assistants to the 
should be employed for dcaling with rural arcas Provincial Statistician. 
in each district. Taking the average numbcr of 
viilages per district to be about 1,000, thcsc two 97. Village Help lo Slurislical StaSf 
investigators should be able to deal every year 

24 or 25 villages, iae., wilh about 2; per cent The inspectors for production statistics will, as 
stated in paragraph 91, make use of local co- 

of the rural population. operative socictics or  panchayats as far as pos- 
sible. Wherc no such body exists and the services 

96. Generalization from Resulls of the village accountant have to be requisitioned 
for keeping the record of miscellaneous produc- 

We have been by vmious witnesses lhat tion, it will be advantageous to  nominate, for the 
results pertaining to 5 per cent of the total pop- purpose of assisting him in maintaining [he 
ulation can justify gcncralization as to the con- record, a small of the vil- 
dirion Ihe P ~ P ~ ' ~ ' ~ ~ ~  as a whole. We have lageheadman, one or two leading and, if possible, 
shown in paragraph 94 that one investigator pcr 
district will complete the collection, every year, literate zemindars and the local schoolmaster or, 

of data relating to 4 pcr cent of the urban pop- where there is no school, the local shopkeeper. 

ulation or 20 per cent thereof if a random sample The investigators engaged in economic research 

of one in five is presumed to present a reasonably should, in our opinion, be invariably assisted by 
reliable picture of the whole. We have also stated a small committee consisling of the 
in the preceding paragraph that two investigators accountant, the villageheadmanand afew leading 
working in the rural areas of a disuict should be Rsidents of the village under survey. These 

1 commiuccs can bc casily brought into existence 
able to collect annually d m  relating to 2;pcr cent thC rohri(dnr. 



98. Ulilizing the S t ~ f f  of Olher Governrncnl 101. Suggested Amalgurnulion of the Posts of 
Deparlnzents Direclor of Land Records and Provincial Statis- 

lician 
Where the Industries Department has a Supcr- 

intendent of Cottage Industries as in Burma or In Some provinces the post of Provincial Stat- 
Divisional Superintendents (or Inspectors) as in istician may be uscf~lly combined with that of the 
the United Provinces, dealing with cotage Director o l  Land Records whose work, W e  have 
industries, their services may be utilized for been told, is by no lneans 100 heavy- Moreover, 

information rci.rtiing produclion thc bulk of the information to bc collected in each 

that source. In somcprovinccs, grsuing inspcclors province will rclatc to agricultural production. 

have bccn appointed. These could probably help The tendency of recent years has bcen to transfer 
the work connected with the crop forecasts, etc., in collecting information regarding pastoral to the Agricultural Department, but we have pmducB. dc~armenb e.g.. found that the Director of Agriculture isgenerally 

the Co-operative Credit Societies Department a scientific who is more in the 
might, if available, be made use of  on payment of of agricultural processes and 
small special allowances, where necessary. intensive cultivation than in the compilation of 

statistics. The compilation of agricultural statis- 
99. Prices and Wages tics has in the past been i n  the handsofthe Director 

of Land Records and, since the statistics relating 
The statistics of prices, both who lc~ le  and to the arcs un(fer crops still come to him from [he 

retail, and of wages prevalent in rural anti urban (iislricts and arc colnpilcd in his office, he would 
tracts, other than those of persons elnploycd in naturally be the proper person to superintend the 
large industries, should continue to be cofiecled compilation intcndcd to give the value of crops. 
by thc Revenue Department. The method of Indeed, both the Director of Land Records and 
collecting the informatiorr should however be the Director of Agriculture should participate in 
improved, as suggested in paragraphs 67 and 69. the collection of economic data pertaining to 
Statistics of wages relating to large industrial and agriculture. The fixation of standards of yieldand 
mining cstablishmen~ will be cotlcctcd by the the determination of the condilion of crops each 
Director of Industries and the Chief Inspector of Year should be done by the Director of Agricul- 
Mines, respectively, as suggested in p a g r a p h  ture; while the Director of Land Records should 
81. be responsible for the work of compilation. 

Wherever it is possible to combine the two 
A~~~~~~~~~~ of Exisring Labour Ofices pos~s, a substanliai saving in expenditure can be 

with the New Provincial Bureaux effected, and in that case an addition of as many 
as thirty clerks to the existing staff may not be 

We have, in Bombay, a Labour Office with a 
Director at its head, which is said to be costing 
about Rs 1,15,000 per annum. In the Madras 
Presidency, there is a Labour Commissioner with 
a large staff and, in Burma, a Labour Commis- 
sioner has just been appointed. In each of these 
provinces, the Labour Office may bc 
amalgamated with thc new Statistical Bureau. In 
these three provinces, an organization already 
exists to form the nucleus of a Provincial Bureau 
and the duties being cognate, the suggested 
amalgamation will rcsuli in considerablc ccon- 
omy of expcndiwre. 

found necessary. We have been told by a Director 
of Land Records that he could undertake the 
additional work if he were given two or three 
assistants. With a Personal Assistant for statistical 
work and an assistant for each Revenue Division, 
he should'find it easy to manage the double 
chargc. 

102. Puhlicarions 

The Committee consider that an official India 
Year Book should be published after the model 
of those issucd by all the Dominion Governments. 
I L  shoultl crnbody abstr:~cts of all the principal 



VOL. 7 N O .  2 INDIAN I:'CONOIMIC,' /NQIIIRY COMMI1'I'IiI~ 377 

statistics and form a compcndium of official data 
and information concerning the general, social 
and economic condi tions of the people. At present 
some of the descriptive matter which should go 
into a Year Book is already givcn, as required by 
the Government of India Act, in the publication 
known as "India" issued by the Director of Public 
Information. The new Year Book, if published, 
will form a handy companion volume to that 
publication. For this reason we would recommend 
that the proposed Year Book be brought out on 
the joint responsibility of the future Director of 
Statistics and the present Director of Public 
Information. 

The Year Book should also contain an abslract 
giving production of all kinds under the followi~lg 
heads: agriculture, pasture and dairy farming, 
forests, fisheries, mines, large industries and 
cottage industries; and another abstract giving the 
results of intensive enquiries in regard to income, 
wealth, consumption and indebtedness, with 
detailsof the numbcrofvillages, in each provincc, 
for which results arc colleclcd. Cost of living 
indices worked out in cach province should be 
broughttogether and thestandards of living which 
may have been ascertained should be given with 
the necessary explanations. 

Besides the Year Book which we have proposed 
above, the Central Bureau of Statistics will con- 
tinue to publish the usual statistical returns and 
tables and such other reports, etc., as may be 
considered necessary. 

In some respects the statistics of British India 
have long since attained, both in hnge and 
quality, a high state of development. As already 
explained, they have not been hitherto designed 
to indicate the economic trend of the people. They 
require to be suitably altered to meet this need. 
Some additions have to be made, gaps in existing 
statistics filled and inequalities remedied, so that 
the whole may form a single thoroughly co- 
ordinated and harmonious system for the future. 

103. Periodical Review of Statistics 

Thestatisticscollected from year to year should, 
we think, be reviewcd once in five years and all 
doubtful points examined. So far as slatistics of 
production are concerncd, such a rcvicw will 
enable an examination to be made of lhc results 

of good and bad years collectively and makc it 
possible to arrive at conclusions based upon the 
averages for the quinquennial pcriod. In regard to 
wages and prices, the figures of fivc years can bc 
put togcthcr and compared with those of the 
previous quinqucnnium with a view to observe 
thc trcnd of wages and prices. 

As regards statistics of income and wealth, 
gcncralizations might bc. made from the data 
collected during Lhc quinquennial period. Simi- 
larly, thc conditions of spccilic classcs of the 
population brought to light by cnquirics intoother 
matters, such as, indebtedness, unemployment, 
etc., might also bc reviewed. 

These reviews will be prepared, in the first 
instance, by the provincial statistical authority 
and eventually by the Director of Statistics. The 
advisory bodies should have opportunities of 
recording their opinion on the reviews before they 
are taken into consideration by the respective 
Governments. Similarly, an annual review of the 
cconom ic condition should also be published. 
This may be donc convcnicnlly at the time of the 
discussion of thc succeeding year's budget in the 
Legislature. Summarics of the budgets and the 
essential statistics indicating the economic con- 
dition of the people and the discussions thereon 
might be published in a convenient form for the 
use of the public. 

104. Propaganda 

In order to help the people to overcome their 
anti-economic habits and traditions, it will be 
neccssary to undertake a ccrtain amount of edu- 
cative propaganda. We have proposed that sta- 
tistics of agricultural and miscellaneous 
production should be published in every village 
(paragraph 52). We think that statistics relating to 
all other forms of production in a village should 
be supplied to the village accountant to be pub- 
lished along with figures of agricultural produc- 
tion. A simple form showing production of all 
kinds from year to ycar may be prescribed. This 
form might be paslcd on a small wooden board 
which should bc hung up in some conspicuous 
placc in thc villugc, c-g., the villagc chaupal 
(mecling placc). If' thc rcvcnuc officcrs and ofTi- 
ccrs or thc statis~ical dcpartmeni draw t h e  atten- 
tion of thc villagers to thcsc figures when they 



378 JOURNAL OF INDIAN SCllOOL OF POLITICAL ECONOMY APRIL-JUNE I995 

happen to visit a village and explain to them the 
significance of the statistics, they will doubtless 
arouse an interest among the people in the eco- 
nomic aspect of their own life. At the same time, 
the association of local committees, panchayats, 
etc., with the work of collecting statistical data 
(paragraphs 91 and 97) will have an educative 
value. On the other hand, the review of annual 
statistics by advisory bodies will enable them to 
direct the attention of the people, through the 
press and from the platform, to the more patcnt 
economic dcficiencics and to measures which 
may be adopted for removing them. 

Such propaganda will greatly help the country 
to obtain thc fullest benefit derivable from the 
scheme of economic survey which we propose in 
this report. 

105. Economic Studies by Village Agency 

thought of in British India on any appreciable 
scale, and that bny attempt to saddle the villages 
with a share of the cost of the enquiry is likely to 
jeopardize the whole scheme. But there will be 
no harm, in our opinion, if we aim at inducing 
villages to share the cost when they begin to 
realize the benefits of the survey, or inviting them 
to take over the whole enquiry concerning their 
respective areas, when they feel they can do so. 
.In the meantime, the propssals which we have 
already made for associating local committees 
with inspectors and investigators (paragraphs 91, 
97) and the publication of the figures of produc- 
tion, etc., in the villages will go a long way to 
arouse intcrest in the subject and to educate the 
villagers in the benefits of a village economic 
survey. Such opportunities of self-improvement 
may bring to light many unsuspected sources of 
will and capacity in the rural population. 

Statistics of production are of as much impor- 106. Indian slates 
tance for local improvement as they are for 
national development. We consider i t  desirable 
that the rural population, i.e., the population of 
villages which contain an appreciable number of 
literate inhabitants, should be insvucted in the use 
of elementary statistical data relating to produc- 
tion, income and cost of I.iving, so that they may 
gradually imbibe the practical lessons which such 
dataconvey. A suggestion has been made that the 
villages should, with their own agency andat their 
own cost, undertake the work of collecting eco- 
nomic data concerning production, income, 
wealth, expenditure, and indebtedness and of 
maintaining a record of purchases and sales 
effected in the village with persons from outside 
the village. Such studies we maintained with 
beneficial results in some of the vil tages of Japan 
in which production figures calcufaied by the 
village officials are exhibited graphically on 
charts which are hung up in thc village hall or 
school. Many of thosc villagcs have incrwsd 
their production by mass-co-opcntion and by 
emulating the example of more favourably 
situated villages. We understand that there is a 
record in that country of villages which under the 
advice of experts have increased their production 
faur-fofdor more in a little over twenty years. The 
consensus of opinion, however, is that under 
present conditions the suggestion cannot be 

The Indian States, many of which do not 
maintain statistics according to any accepted 
standards, are so interspersed with British terri- 
tory that they will prove a handicap in any effort 
at scientific measurement of the economic 
conditions of the c o u n y  as a whole. These States 
contain two-fifths of the total area and between 
one-fourth and one-fifth of the total population of 
India. We are aware that some of the States 
maintain statistics almost as complete as those 
prepared in British India, but they areonly notable 
exceptions. In theu own interest and that of India 
as a whole, all the States might be invited,as they 
have been in the past in regard to the population 
census, to undertake similar economic surveys 
and join British India in a common organization 
for the collection of statistical data on an uniform 
basis for the country as a whole. We understand 
that the slatistical deparuncnt of the Government 
of India ha9 been training officers for Indian 
States from time to time for statistical work. We 
hope that the States will be willing to co-operate. 

107. Early Beginning Recommended 

We are of opinion that it is necessary to make 
an early beginning with the economic survey. It 
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is recognized by economists that such investiga- 
tions are not expected to give minutely accurate 
results and that the primary value of statistics is 
usually due to relative rather than to absolute 
accuracy. While always aiming at the greatest 
possible accuracy, we should bc content, in the 
earlier stages of the survey, wilh approximate 
figures in all cases in which it may not be possible 
to obtain a correct count. Naturally, the infor- 
mation collected at first will be somewhat 
imperfect, but from year to year the public will 
become familiar w ih  the processes, interest in 
these investigations will be roused, the growth of 
public opinion will ensure a staqdy advance, and 
the data will become more and more accurate. 

CHAPTER I X  

SCHEME OF ECONOMIC 
SURVEY - (CONCLUDED) 
EST1 MATE OF COST 

108. Approximate Character of Estimale 

An estimate of the cost of new scheme of this 
character must of necessity be only approximate. 
The precise requirements as regards staff and 
contingent expenditure can only be determined in 
the light of actual experience. We have examined 
some of the figures which give the expenditure 
incurred on similar work in the Dominions and 

foreign countries but have found the conditions 
so different and the details available so meagre 
that we could derive no direct guidance from 
them. We attempted to collect some data in the 
course of our tour in the provinces but found that, 
except in the Bombay Presidency, the local offi- 
cers were reluctant to commit themselves to any 
definite scheme or figures without the  authority 
of their respective Governments. They in effect 
stated that unless the policy was fiist laid down 
and accepted, they could not enter into the 
question of costs. But notwithstanding this atti- 
tude, reasonable in the circumstances, several 
official witnesses gave us much helpful 
information. The question of cost is a matter of 
expediency. If  morc money can be found, a more 
salisfactory schemecan be evolved and the results 
we have in view can be achieved sooner. The 
estimates worked our in the followingparagraphs, 
~llough adm ittedly rough, will, we hope, be found 
to be near enough to enable a satisfactory start to 
be made in the direction of a detailed economic 
survey. 

109. Cenlral Bureau of Statistics 

The expenditurc,required for a Central Bureau 
of Statistics may be estimated aspbelow:- 

Designation I'ay . Average Pay A.nnual C o s ~  
Ks Ks Ks 

Director of Statistics 2,500-50-3,000 2,725 Q.700 
I Assistant Ilirector 1,500-50-2,000 1,725 20.700 
1 Assistant Dircctor 1,000-50- 1,500 1,225 14,700 
l Superintendent 500-25-70 590 7.080 
20 Clerks 20-8-296 243 58,320 
20 Clerks 100-6-196 143 34,320 
10 Clerks 75-5-1 50 109 13,08? 
10 Peons 16each ' 1.920 
1 Daftari 25 300 
1 lamadar 20-1 -25 22  264 
Stationery and Printing 2OJX10 
Travelling Aliowanccs and Condn- 16.61 h 
gencies 
Total 2,20,000 
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An additional grant of Rs 1,00,000 may be amount should be deducted from the cost of the 
necessary for the initial cquipmcnt of the new ncw Central Bureau of Statistics given in the 
Bureau, including a library and somc time-saving above estimate. Thc difference or net additional 
appliances of the modcm type used in the work cxpcnditurc will probably be not much more than 
of statistical compilation. Rs 50,000 per annum, or including the fees, etc., 

The existing office of Dcpufy Director of Sta- for members of the Central Advisory Board, say 
tistics, which now forms a sccli0n Of the office of R~ 75,000. remarked above, a sum of RS 
theDirector-GencralofCommcrcial Intelligcncc, , ,OofiOO will needed, in for initial 
will be absorbctl into Lhe ncw Cen~ri l  Bureau. and, as will be explained later, a 
Owing to the amalgamation of the Statistical quinquennial of about Rs 25,000 will,be 
Department with that of Commercial lntclligence required for perionical surveys; thus making a 
under the retrenchment scheme, we have not been 
able to ascertain the actual cost of the former total initial outlay of Rs 1,25,000 which should 

office, but we understand that the share of thc cost be available for expendi lure in the first two years. 

dcbirablc to the present Statistical section would 
be about Rs 1,30,()00 cxc [usivc of the cost of  1 10. Provincial Bureau of Stalislics 
printing. Morcovcr, the work of that office is said 
to occupy half the time of the Dircctor-Gcncral Wegive below an estimate of the probable Cost 
of Commercial Illtclligcnce and illlowance has to Of a Provincial Bureau Ol'stilti~lic~ for a province 
be made for the share of the net cost of printing. of thc size o f  ~ h c  Punjab, which, according to the 
Withtheseadditions, ilwould bc safetoputdown 1921 ccnsus, had a population of 20,678,393 
the total prescntcxpcnditure at Rs 1,75,000. This souls:- 

Designation I'a y Averagc Pay Annual Cost 
Us Rs Rs 

Provincial StalisGcisn 2,0(X)-50-2,500 2,225 26,700 
1 Personal Assis~ant 1 .OOo-50-1,SOO 1,225 14,700 ' 

5 Divisional Assistants 3(X)-25-500-25-X(X) 525 3 1,500 
l Superintendent 2M)-10-350 268 3,216 
30 Clerks 50-4- 1 00 73 i 26,460 

10 Divisional Assis~ant's Clcrks 50-4- 100 73: 8.820 
10 Peons 15 each 2.880 
1 Jamadar 20 240 
I Daftan 2 0  240 
Travelling Allowances 8.000 
Stationely, Prinill~g and Contingen- 27,244 
cies 
Total 1,50,000 

A provision of Rs 50,000 should be made for a absorption or amalgamation bc found feasible in 
library and for card punching and electric tabu- any province, the cost will be reduced to a 
laling machinery. The requirements will vary corresponciing cxtcnt. Thc resulting saving in the 
with the size and conditions of each province. latter may as iLE R~ 30,000 
This does accounL the or RE 40,000per annum. We have chosen forour possibility of the Labour officcs in Bombay, 
Ma*as and being absorbed i n  pro- illustration a concrctc casc, namely, thc province 
posed Provincial Bureau (p;uagraph I()()) or (>fthc Of the Punjab, bccausc one of the membcrs of Our 
amalgamation of the 0fl"lce of director of l,and Commillcc 1s intimately acquainted with the 
Records with the Bureau (paragraph 10 1). H'such tictails of its rcvcnuc administration. 
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11 1. Establishment in the Districts -Agricultural 
Productiop 

The additional staff needed in the districts for 
the compilation of statistics of agricultural pro- 
duction will be one clerk on Rs 40 per mensem 
in each tahsil. The cost for the 124 tahsils of the 
Punjab will be 40 X 12 X 124 = Rs 59,520. Our 
suggestion to increase the number of crop 
experiments may involve some additional 
expenditure. It is somewhat difficult to estimate 
this increase until the extent o i  the multiplication 
of crop experiments has been determined. It will 
vary from province to province. Assuming that 
the work necessitates the addition, according to 
the advice of Mr. C. A. H. Townsend, C.I.E., 
I.C.S., an expert Punjab witness, of one Deputy 
Director on Rs 250 and some five Agricultural 
Assistants on Rs 60 each, one operating in each 
Revenue Division, the total cost in a major 
province should not exceed Rs 10,000per annum. 
These assistants would be available for other 
duties when they are not performing crop 
experiments. Similarly as a result of the assistance 
'which this new staff will renderduring the greater 
part of the year, the existing staff of the agricul- 
tural department might be called upon to carry out 
a larger number of crop experiments than they are 
now able to do. 

112. Production, Pastoral, Cottage Industries, 
etc. 

We have stated in a preceding chapter that the 
staff needed for ascertaining annually the pastoral 
and fish production and the production from 
cottage industries will be one Inspector for every 
tahsil for the first two years and two for every 
district thereafter. The pay of this Inspector 
should, inour opinion, be Rs 50 per mensem with 
a horse allowance of Rs 25 or Rs 75 in all. We 
have been told that young graduates will be 
available on this pay, but in any case a good 
selection can be made from among undcr- 
graduates who are working as revenue inspectors 
or from applicantsof the type whoseek enlistment 
for the post. The cost per annum would be - 

for the first two years 75 x 12 x 124 
= Rs 1,11.600 per annum; 

. ., . ,.<. I . , . '  

for subsequent years 75 x 12x 29 x2 
= Rs 52,200 per annum 

The collection of the statistics of production 
from the Departments of Forests, Industries, 
Mines, Excise, Salt, etc., should not involve any 
additional expenditure. The additional cost to the 
Departments concerned, if any, will be amply 
compensated by the value of the information 
added for departmental purposes. 

11 3. Intensive Enquiries 

We have so far made provision for ascertaining 
annually the production from all sources. The 
questions of economic interest remaining to be 
investigated will be chiefly income, expenditure, 
wealth and indcbtedness. The late Mr. L. J. 
Sedywick, Director of the Labour Bureau, 
Bombay, suggested that information regarding 
income and expenditure might bc collected by 
obtaining'100,OOO family budgels through 1,000 
honorary correspondents in a province of the size 
of Bombay. He thought that the out-of-pocket 
expenses of these honorary correspondents 
should be paid, and he estimated the amount at 
about Rs 65,000. He would spread the work over 
a couple of years so that the yearly expenditure 
might not be more than about Rs 32,500. We 
suggest that Provincial Governments should be 
allowed to employ this method wherever honor- 
ary correspondents are available in sufficient 
number and the Governments concerned are 
satisfied that the information derived from them 
would be fairly reliable. Otherprovinces will have 
to resort lo intensive enquiries through paid 
investigators. 

Intensive studies have been carried out on a 
fairly large scale and in great detail in the Punjab. 
The investigatorsare paid Rs 150per mensem and 
they are given travelling expenses to the place of 
investigation at the start and travelling expenses 
back to their headquarters on completion of the 
enquiry. The Punjab Board of Economic Enquiry 
has been able to obtain the services of promising 
graduates in economics at these ratcs of remu- 
neration. The enquiries, so Tar as we can see, will 
requirc, in addiiion to general intclligcnce, a 
knowledge aof  he rudirncnw: of economic survey. 
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It is of much greater importance that the investi- 
gator should possess plenty of tact to  win the 
confidence of the inhabitants of the wdct where 
he conducts investigations than that he should 
possess highly scientific or technical knowledge. 
We think the scale of pay laid down by the Punjab 
Board of Economic Enquiry will easily enable the 
Provincial Statistical Bureaux to obtain the ser- 
vices of men qualified for the work. The inves- 
tigators should, we think, be recruited from 
graduates or under-graduates who have 
distinguished themselves, either at college or 
outside, as regards their capacity and intelligence, 
or from retired revenue officials of the type of 
tahsildars who exhibited special aptitude for this 
kind of work during their service. The cost of the 
investigating staff will be:- 

For ~ r a l  tracts 29 x 150 x 2 x 12 = Rs 1,04.400 
For urban tracts 29 x 150x 12 = Rs 52.200 

Total Rs 1,56,600 
- 

114. Prices and Wages 

The collection of prices and wages other than 
those prevailing in large industrialestablishments 
will beattended to by the existing revenue agency 
and will involve no additional expenditure, but a 
sum of Rs 5,000 may be provided for contin- 
gencies, in connection with the statistics to be 
collected annually. 

11 5. Quinquennial Surveys 

The quinquennial wage census and the regular 
census of the production of large industrial 
establishments should, we think, be taken in the 
first year of the survey when the office estab- 
lishment will not be fully occupied. The organi- 
zation of the work of this quinquennial, or  rather 
initial census will probably take up the first three 
months of the year, The census ilself should not 
lakc more than thrce months and the compilation 
of statistics, say, six months. If this suggestion is 
adoptcd, the first initial census should not cost 
very much by way of additional establishment. It 
wilt only be nwessary to  provide a small amount 
for contingent cxpcnditure. But if it is found that 
thc cstablish~ncnt of thc Ccntral and Provincial 
Bureaux arc fully occupied in the first year or if 

it is found necessary for other reasons to postpone 
the detailed census to a subsequent year of the 
quinquennium, the additional establishment 
needed will becomparatively small. Threeor four 
additional clerks in each Provincial Bureau 
should be able to cope with the work of issuing 
schedules and compiling the information reccived 
from the Director of Industries. In some places, 
it may be found necessary to employ additional 
factory inspectors to assist the managers of fac- 
torics in filling up the forms. Provision will also 
have to be madc for stationery and printing. There 
are no data on which an estimate might be based, 
but we think that a provision of Rs 25,000 in the 
Central Bureau and of about Rs 10,000 in each 
province will probably meet the requirements. 
The industrially advanced provinces will of 
course have to spend proportionately more but 
others will be spending Icss. 

The censusof wages, other than those prevailing 
in large industrial establishments, will be taken 
through the Revenue Departments. Such period- 
ical censuses of rural and other wages have been 
conducted in the past by the Directors of Land 
Records. About Rs 10,000 may be provided for 
contingent expenditure. Altogether under all 
heads referred to in this paragraph, the total 
provision needed every five years may be taken 
to amount roughly to Rs 25,000 in the Central 
Bureau and about Rs 20,000 in a Bureau for a 
province of the size of the Punjab. 

1 16. Training of Staff 

We are of opinion that before starting work, the 
Director of Statistics should hold a conference 
with the officers appointed as Provincial Statis- 
ticians, for the purpose of determining the lines 
on which the work is to be conducted. The 
Provincial Statisticians should in their turn spend 
some time in explaining the methods to their 
Assistants in the respective provinces and the 
inspectors and investigators to be employed 
should undergo a course of training for a couple 
of months at the headquarters of the province 
before they are called upon to begin the work. For 
this purpose we would recommend the provision 
of a sum of Rs 50,000 ina province like the Punjab 
and we think that this training should be given in 
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Rs 2,500 the year preceding that in which the work of the ; for R, 6.m0 
economic survey is to be started. Presuming that ,, RS 500 pa mensem 
our proposals are accepted and that orders are To14 Rs 8,509 

passed by the monthof december 1925, we would 
suggest that the training be and For tWO men the charge will be Rs 17.000. This 
completed between January and ~~~~h next and might be treated as  pa t  of the initial expenditure 
that regular work bc started from the 1st of April, Ihe 
1926. The financial provision for training should 
in that case be made during the current year. 1 18.Allowance for Stalionery andContingencies 

1 17. Foreign Training for Assistant Statisricians 

We think it would be a great advantage if some 
of the Assistants to Provincial Statisticians could 
be sent out to foreign counrries, particularly the 
United States of America, to study the methods 
of enumeration and statistical work followed in 
those colrntrics. We would suggest that two 
Assistants be dcputcd in this way from each 
province in the first two years. Nine months 
training would probably suffice. By this measure, 
every rnajor province will beprovidcd itsclf with 
one or two trained Assistants by the beginning of 
the third year. The question whether any further 
batches should be sent out may be considered 
thereaftcr with reference to the experience gained 
in the interval. The cost of deputing one Assistant 
to America would be:- 

Allowance for stationery and contingencies will 
have to be made for the staff of inspectors 
employed for ascertaining production as well as 
for investigators engaged in inlensive enquiries. 
Under contingencies, provision should be made 
also for the extra staff ncedcd to replace men 
absent through sickncss or Icave. The total esti- 
mate under this head may be placed at Rs 40,000 
distributed as follows:- 

Work connected with production Rs. 20,000 
Work connected with intensive enquiries Rr. 20,000 

1 19. Recurring Provincial Expenditure 

The recurring yearly expenditure tobe incurred 
in a typical province like the Punjab is summa- 
rised below:- 

Total 

Ks 
1,50,000 

1.41.720 

Particulars 

1. Provincial Bureau 

FOR PRODUCTION STATISTICS 

2. Tahsil clerks for compiling agricultural and other statistics. 
3. Inspectors for collecting statistics of products of pastoral and cottage 
industries, etc. 
4. Additional staff for cmp experiments 
5. Stationcry and contingencies 

Total for collection of production statistics 

FOR INTENSIVE ENQUIRIES, ETC. 

1. Investigators 
2. Stationery and contingencies 
3. Annual prices and wages statistics 

1 
l.Sl,lr;Oo 

L 

Total yearly recurring expenditure 4.73,320 

COSL 

Rs 

59,520 
52,200 

10,000 
20,oOO 

1,56.600 
20.00 

5 

Total for intensive enquiries 
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120. lnilial and Perio(licn1 Expenditure (Provi- dctailcd survey, the following cxlra expenditure 
ncial) would bc ncccssary in addition to the yearly 

outlay just mcntioncd. 
In the first quinquennium beginning with the 

I'aniculars I Cost I Total 
Rs Rs 

I. Training of Staff 50.000 
2. Dcputing Assistants fvr training in foreign countries. 17,000 
3. Quinquennial expendiiurcs on a census of large industries and of wages. 20.000 
4. Equipmen1 50,(X)O 
5. Extra a ~ u a l  expenditure for ascertaining prcxiuc~ion from pastoral and 1,1X,800 2,55,800 
cottage industries, ctc. for the firs1 two ycars - Its 
59.400 x 2 (paragraph 112) 

or say Rs 2.5 lakhs. 

Thus for a provincc of thc sizc of thc Punjab 121. Cost ofscheme by Provinces 
with a population of 20,678,393, the yearly 
recurringexpenditurc will bc Rs 4,73,32Oand thc 
initiaIexpenditure,Rs2.5 lakhs practically spread Taking the cost for other provinces at the same 
over two years. This nivcs a ratc ofRs 23 oer milk rate as for the Punjab, namely, Rs 23 Per 1,000 of - 
of population in lhc for~ner casc, and about Rs population for yearly recuhng expenditure and 
12A mi"c for two in lhc latter. The Rs 12 per 1,000 for equipment, training, etc.. we . average expcnditure pcr annum for thc quin- 
quennium may be tAen at R~ 25.5 or, yay, i n  w i v e  at Lhc fo l lo~ing  figures for the several 

- .. 
round figures,-RS 25 pcr 1,000 persons. provinces of British India:- 

Name of I'rovincc I<ccurr~ng annual Additional initial 
expenditure . expenditure 

Ks Rs 
lakhs lrkhs 

Bcngal 1 0.74 5.79 
United Prov~nces 10.44 5.62 
Madras 9.73 5.25 
Bihar an Orissa 7.82 4.21 
Punjab 4.73 2.55 
Bombay 4.45 2.49 
Central I'rovinces and Berar 3.20 1.73 
Burma 3.04 1.64 
Assam 1.75 , 0.94 
Noh-West Frontier Province 0.52 0.28 
Other Minor Tracts-including Ajmer-Menvaia. Delhi, Raluchistan, 0.37 0.20 
Coorg. and Andamans and Nicobars. 

These figures mcrely give a rough indication, and Bihar and Orissa, it may be possible to 
but by no means an accurate one, of the expen- conduct the survey with aproportionately smaller 
diture lo be incurred in each province. Our esti- staff. M ~ ~ ~ ~ ~ ~ ,  lmal organisations in of 
mate is On the bais Of P ~ P ~ ~ ~ ~ ~ ~ ~ '  Delailed the provinces may 

facilities which do not estimates have to be worked out foreach province 
separately. B~~ the conditions in individual exist in lhc Punjab. The total expenditure in these 
provinces will vary. In densely populated prov- provinces may not go nearly so high as the 
inces like Bengal, the United Provinccs, Madras amounts given in  our cstimate, 
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122. Additional Cosl in Tracts under Permanent 
Setflement 

We have recommended in pruagmph 54 that 
special arrangcmenw: will bc necessary for 
ascertaining agricultural production in udcts 
which are undcr permanent settlement. For rea- 
sons stated there, it is impossible to estimate what 
additional cost the measures to be adopted may 
involve. It is possiblc that the staff of inspectors 
intended for ascertaining the produciion of cot- 
tage industries and miscellaneous pastoral pro- 
duction may, with some addi Lions, be able to cope 
with this extra work. If this staff is doubled and 
no reduction is made in the agricultural produc- 
tion section after two years, it will mean a pcr- 
manent addition of Rs 1,11,600 pcr annum for 29 
districts or about R s  88,500 a ycar for a province 
like Bengal whcrc four-fifths of its 28 districts arc 
under permancnt settlement. Owing, howevcr, to 
the uncertainty of the amount which will bc 
needed in each of the provinces which fall undcr 
this class, we have made no provision in our 
estimates. But whatever additional expenditure 
may be found necessary in this connection must 
be treated as a local charge. 

123. Total Cost of Scheme - British India 

The cost of thc Central Bureau, in addition to 
the expenditure now incurred (paragraph 109). 
will be as given bdow: 

Yearly recurring expenditure 75,000 
Initial equipment 1,m,m 
Quinquennial outlay 25,000 

Total Expe~uiiture on equipment, ctc.. to 
be incurred in  he first ~ w o  years of the 
quinquennium 1,25,000 

Counting thcse figures with those given for the 
provinces in paragraph 121, the total estimated 
cost of the scheme, for British India as a whole, 
will be aycarly recurring outlay of Rs 57.54 lakhs, 
and an initial outlay of Rs 31.86 lakhs, the latter 
sum to bc cxpendcd in the first two years. The 
yearly average of the told outlay, for British India 
as a whole, for the firstquinqucnnium, will be R s  
63.91 lakhs. 

124. Distribution of Cosl 

The cost of the Provincial Bureau and the 
expcnditure on collecting statistical data in the 
diswicrs should in the ordinary course be met by 
the Provincial Governments. The Central Statis- 
tical Bureau would of course be financed by the 
Ccntral Government. In view, however, of the 
financial stringency in the provinces, we venture 
to suggest that the Central Government may meet, 
for the first five years, half the expenditure to  be 
incurred in the provinces under this scheme. 

125. Abstract of Financial Proposals 

The following is a summary of the financial 
proposals undcr the scheme:- 

Recurring yearly expenditure by the Central Government . 
Recurring yearly expenditure in the Provinces 

Total yearly recurring expenditure by both Central and Provincial Governments 57.54 

Additional expenditure for equipment, training, etc., in the first quinquennium to be expended 
practically in the first two years 
Central Government 1.25 
Provincial (;ovemmcnts 30.61 

'Total 31.86 



386 JOURNAL OF INDIAN SCtIOOL OF POWTICAL ECONOMY APRIL-JUNE 1995 

If the Central Government bears half the cost 01' proposals begin to materialise, a portion or the 
the Provincial Establishments and half of the whole of the local expenditure may be saved, and 
initial additional expenditure, the share of the the burden on the Central and Provincial Gov- 
respective Governments will be as follows:- ernments correspondingly reduced. 

CHAPI'ER X 
Ks lakhs 

SUMMARY OF VlEWS AN11 RECOMMENDATIONS 
By the Central Govemmen~:- 

(1)To~al initialoutlay in ~ h c  first two years 1.25 16.56 ~h~ following is a summary of our views and + 15.31 
(2) Recurring ycarly outlay 0.75 t 28.40 2 9 . ~ 5  principal recommendations:- 

By the Provincial <;ovcr~i~ncnts collectively:- 
Total inilia1 outlay in the first two ycars 15.31 Preliminary 
Recurring yearly outlay 28.40 
- - -- - - - 

(i) There is a wide-spread desire in the c o u n y  
126. Ultimate Transfer of Cost to Local Bodies Tor an economic enquiry (Para. 8). 

We would have suggested that each municipal 
corporation or committee should bear, from the 
commencement, at least a portion of the cost of 
the economic survey carried out within its juris- 
diction, had we not been faced with a universal 
lament that the local bodies were as a rule in 
financialdifficulties and would be unable to make 
any immediate contribution. According to thc 
existing law, an economic survey obviously 
comes within the scope of the objects on which 
municipal funds might be legitimately expended. 
The municipalities already bear a subslantial 
share of the cost of the population census. We 
have had several witnesses before us who thought 
that it would not be unreasonable to ask the 
municipalities to share this expenditure. The 
District Boards might also be expected to bear at 
least a share of the burden, but in  their case too 
we have been invariably confronted wilh repre- 
sentations that they were in financial strails. We 
think that the question of transferring a share of 
the cost of the survey to the local bodies should 
be kept in view. In course of time, villages may 
offer or may be induced to collect the necessary 
statistical data with their own agency and at their 
own cost (paragraph 100). And it is possible that 
some of the provinces might adopt the scheme of 
collecting family budgets through honorary cor- 
respondents, suggested by the late Mr. L. J. 
Sedgwick for Bombay. When any of these 

Object of Economic Survey 

(ii) The objcct of an economic survey is to collect 
statistical data and inrormalion which would 
facilitate thc shapingof thceconomic policiesand 
the solution of current economic problems witha 
view to meel existing deficiencies, improve 
resources and increase the country's prosperity 
generally. (Paras. 9-1 1). 

7ests of Economic Condilion 

(iii) The chief tests of economic condition are 
income (including production), consumption 
(including cost of living), and wealth. An enquiry 
into the economic condition of the peopleshould 
Pall under two main heads, namely - 

(a) Tests applicable to the provinces and the 
country as a whole: 

Production, National Income and National 
Wealth. 

(b) Tests applicable to classes of people or local 
areas:. 

Individual income, 
Individual wealth, 
Collective wealth, 
Consumption, 
Wages and priccs, 
Indcbiedness, etc. iParas. 12, 15, 17). 
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Exisling Slulislical Muleriul value of production from pastoral occupations, 
dairy farms, forests, fisheries, and cottage and 

(iv) In the circumstances of British India the ' minor industries. (Paras. 55-57,60). 
existing statistical material may be considered Deparunents of Mining and Indush-ies should 
under three main classes, viz. :- collect annually statistics of mineral and indus- 

A General stadslics other than production, trial production, respectively, including values. 
comprising finance, population, trade, A detailed quinquennial census of industrial 
transport and communications, education, production is also proposed. (Paras. 58,59) 
viul statistics, migration, etc. (vii) Intensive studies of villages have been car- 

B Slalislics of production, consisting of ricd out in various parts of the country and a large 
agriculture, pasture and dairy farming, number of family budgcts have been prepared but 
forests, fisheries, minerals, large-scalc they have been too dctached or fragmentary to 
industrjcs, collage and minor industries. lead 10 any appreciable ~ O n c l ~ ~ i o n ~ .  (Pards. 

C Estimales of income, wwlth, etc., covcring 61 -76). 
income, wealth, cost of living, indebted- It suggested that intcnsive enquiries should 
ness, wages and prices. be made every year in limited areas in every 

Statistics falling under class A me more or less district for ascertaining income, wealth, cost of 
complete, those under class B are satisfactory in living, indebtedness. etc., of the people. (Paras. 
some respects but incomplete or totally wanting 62-66). 
in while no attempt has been made to The income-tax returns should continue to be 
collect those under class C on a comprehensive published with certain suggested 
scale. (Para. 25). Approximate estimates of the wealth of individ- 
(v) Statistics of class A have not been compiled uals should be ITlade wherever possible by the 
hitherto with an eye specifically to shaping the investigators in the course of their intensive 
economic policies of the country. enquiries. In the meantime estimates of cof lective 
irrlprovements to bring them into line with up- wealth should be prepared for villages, towns, 
to-date statistical systems abroad might be etc., by the inventory method. (Paras. 62,64). 

Cost of living index numbers should be pre- 
effected the aid of statistical exper'' pared for the principal indusLrhl (par,, 
40). 

65). (vi) Complete statistics of production including DelaiM proposals have been made for the Ihe lotd "Iue of production be collcctioll of rates of wages of v;lrious classes of (Para. 4 1) operatives in industrial eslablishmcnu, mines, me existing statistics* ctc., also of employed in  catbge indus- 
and offer the means of ascerbining uies, agricultural labour, domestic service, ec .  
agricultural production. Where a subordinate A comprchcnsivc quinquennial wage is 
revenue agency exists for doing this work. no also recommended. (para. 67), 
other agency can be usefully substituted for it. Suggestions are made for the collection of 
(Para. 44). wholesale and retail prices. (Pam. 69). 

Detailed suggestions as regards the collection 
of data relatingto agriculturai production and the 
conversion of quantities into values are given. 
(Paras. 45-52). 

In view of the correctness of areas and the 
detailed information already being collected, it is 
not considered necessary to have a periodical 
census of agricultural production; but in its stead 
a quinquennial review of the data collected from 
year to year is suggested. (Para. 53). 

Detailed suggestions are given for obtaining the 

Scheme of Economic Survey 

(viii) For the presentation of results of intensive 
studies a double classification of the population 
based both on occupation and income, is sug- 
gested. These statistics should be tabulated by 
administrative units and also by economic zones 
where necessary. (Paras. 7 1-72). 
(ix) Figures of production of all kinds should be 
obtained through the departments of Government 
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by engaging additional staff whcrcnecessary. Thc 
total value of thc cntire production should bc 
recorded. Whcrcvcr i t  is not possible to obtain 
actual figuresof production, ancar approximation 
may be attempted. (Para. 75). 
(x) Every intensive study should as a rule extend 
overa whole year. Each investigator in rural areas 
should deal with a group of villages in one 
assessment or rcvenuc circle. In towns, houscs 
should be selected by a random sample of 1 in 5. 
Ordinarily these studies should embrace income, 
expenditure, wealth and indcbtedness. (Paras. 77 
and 78). 

Special enquiries regarding particular phases of 
economic condition may bc made (1) in local 
areas, or (2) conccrning particular classcs of 
people, whenever required by the Provincial 
Governmcnt. (Para. 79). 

The staff under the Provincial Bureau will 
constitute a nucleus to undertake spccial invcs- 
tigations. 
(xi) Data regarding wages in large industries and 
mines and prices of industrial and mincral pro- 
duction, will be collcctcd by the Industries and 
Mining Departmcnts, respectively, and similar 
particulars relating to rural and other wages and 
prices wholesale and retail by the Revenue 
Department. (Para. 8 1). 
(xii) Ail statistical work should, as in the 
Dominions, be co-ordinated and centralized, the 
aim being to provide a common purpose and give 
the statistics an economic trend by means of a 
central thinking office. (Para. 82). 
(xiii) The whole statistical organization requircs 
legal sanction to stabilize it as well as to arm the 
officers of the departments with the necessary 
powers to compel people to supply any infor- 
mation which may be specified, while guaran- 
teeing the maintenance of secrecy in respect of 
the information or particulars so supplied. (Pan. 
83). 
(xiv) A Central Statistical Bureau should be 
established a t  the head-quarters of the Central 
Government to take the place of the Statistical 
Section of the office of the Director-General of 
Commercial Intelligence for the purpose of cen- 
tralization of statistics, particularly those of 
economic significance. It should bepresidedover 
by a Director of Statistics with the requisite staff. 
The Director should be able, in addition, to work 
as  a Census Commissioner for the decennial 

population census. (Para. 84). 
(xv) Evcry province should have a Provincial 
Statistical Bureau with a Provincial Statistician at 
its hcad and a sval'f of Assistants, usually one for 
every rcvcnue division, to supervise the work in 
the dis~icts.  (Para. 85). 
(xvi) An advisory body should be associated with 
cach of these bureaux. The existing Publicity 
Advisory Commiltce might be strengthened by 
the addition of the Director of Statistics and three 
olher members with statistical or economic 
experience, and utilized as an Advisory Body to 
the Central Bureau. In every province there 
should be a Board of Economic Enquiry to advise 
lhe Provincial Statistician and, if necessary, to 
supervise the work connected with economic 
rescarch. (Paras. 86 and 87). 
(xvii) There will be two distinct agencies working 
in cach district for collecting economic data; (1)  
a staff of inspectors to collect statistics of pro- 
duction other than those furnished by Govern- 
ment dcpartmcnts, and clcrks for the compilation 
of statistics of agricultural production, etc.; (2) 
qualified investigators for intensive enquiries. 

The former staff will be under the supervision 
of the Revenue Department but controlled in 
technical matters by the statistical department; 
and the lattcr, whilcacting under the direct control 
of the Assistant Statistician will be associated 
with thc Revenue Department in the matter of 
regulating their rclations with the people. (Para. 
89) 
(xviii) On thc scale provided thc investigators will 
be able lo collect every year data relating toabout 

2: cent of the rural and 4 per cent of the urban 

popul'ation. It is expectcd that as data continue to 
accumulate generalizations from 'them will 
become more and more reliable, (Para. 96). 
(xix) Local agencies in villages, such as, Co- 
operative Credit Societies and local committees 
of zemindars, schoolmasters, shopkeepers, etc., 
should be associated with the inspectors and 
investigators as far as possible. 

The services of superintendents of cottage 
industries, grazing inspectors, members of the 
staff of Co-operative Credit Societies and other 
departmen~s may be utilized when available. 
(Paras 91.97 and 98). 
(xx) It is suggested that the labour offices in 
Bombay, Madras and Burma be absorbed in the 
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proposed Provincial Statistical Bureaux and that 
the posts of Director of Land Records and Pro- 
vincial Statistician bc amalgamated wherever 
possible. (Paras. 100 and 101). 
(xxi) The publication of  an Official Year Book 
for British India is rccommcnded. The statistics 
collected should be rcviewcd quinquennially by 
the Provincial and Ccntral Bureaux. The results 
of each year's work should be reviewed and 
discussed in the legislatures concerned at the time 
of the presentation of the annual budget. (Paras. 
102and 103). 
(xxii) Statistics of production, ctc., pertaining to 
a village should be published in the village and 
interpreted to the people by the officials of the 
Revenue and Statistical Departments. 

The Advisory Bodics should also direct thc 
attention of the public through thc prcss and from 
the platform to dcficicncics in thc cconomic 
slructure and to measures for removing such 
deficiencies. (Pan. 104). 
(xxiii) It is suggesled that the Indian Stales be 
invited, in their own interests, as well as that of 
the country as a whole to undertake economic 
surveys on parallel lines and to join British India 
in a common organization for the collection of 
statistical data. (Pan. 106). 

(xxiv) The yearly expcdditurc rcquired for thc 
Central Bureau, over and above the prcscnl cosl 
of the Statistical Section of the Commercial 
intelligence Office, is estimated at Rs 75,000. An 
initial expenditure of Rs 1,00,000 would be 
needed for equipment and a sum of Rs 25,000 for 
quinquennial investigations. Rupees 75,000 will 
be the recurring yearly outlay, and the sum of Rs 
1,25,000 will represent the specialoutlay required 
in the first two years. (Pan. 109). 
(xxv) A Provincial Burcau for a province of the 
size of the Punjab (population 20,678,393) will 
rcquire a yearly recurring outlay of Rs 4,73,000 
besides a sum of Rs 2,55,800 for initial equip- 
ment, etc., the latter sum to bc expended in the 
first two years. (Paras. 110-1 20). 
(xxvi)The total cstimatcd cost workcd out, on the 

basis of population, for all the provinces of British 
India aggregate Rs 56.79 lakhs recurring and Rs 
30.62 lakhs for expenditure on initial equipment, 
etc., in the first two years. This isexclusive of the 
expenditure of the Central Bureau mentioned 
above. (Para. 12 1). 
(xxvii) The tracts under permanent settlement 
may require some further expenditure for secur- 
ing reliable data concerning agricultural pro- 
duction. This will have to be determined for 
thenlselves by the Provincial Governments 
concerned. (Para 122). 
(xxviii) The Provincial Governments should 
ordinarily bear the entire provincial expenditure 
but, in vicw of financial slringency in the prov- 
inccs, it is suggcstcd lhat for a pcriod of five years 
thc Ccntral Govcrnmcnt may meet half of such 
cxpcnditurc. (Para. 124). 
(xxix) If this suggcstion is accepted. the cost of 
the scheme will bc as distributed below:- 

By the Central Government 

Rs 
Lakhs 

Initial outlay 16.56 
Recurring yearly outlay 29.15 

By All the Provincial Governments Collectively 

lakhs 
Inilia1 outlay 15.31 
Recurring yearly outlay 28.40 

('Para. 125). 

(xxx) It is suggested that an endeavour should be 
made to transfer gradually a share of the cost to 
local bodies and to such villages as may come 
forward to participate in the work and the finan- 
cial burden. (Para. 126). 

M. VISVESVARAYA, 
Chairman. 

HARI KISHAN KAUL 
A. R .  BURNER-HURST* 

Simla, 
Dated the 10~h August, 1925. 

* Subjcct to a Note of Dissent on page 91. (not printed). 
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APPENDIX 1. 

MaLOrial usually collected and published in Foreign 
countries regarding the Economic Condition 

of the people. 

The material as collected and published in the Dominions 
may be examined under:- I - Production - (a) agriculture. 
pastoral and dairy and farm produce, (b) fisheries, (c) forests, 
(d)minerals, (e) industries and manufactures; II - Labour and 
Wages; S I I  - Trade and Commerce; IV - Transpottation and 
Communication; V - Finance; VI - Education; VII - Vital 
Statistics; VIII - Incomes; M - Prices and Cost of Living; X 
-Wealth; XI - Indebtedness. 

The following details are available:- 

(a) Agricultural, Pastoral, Dairy and Farm Produce - 
Agricultural revenue, tenure, number and size of holdings; 
ana, yield, quality and value of cmps (food. commercial, 
minor, fruits, etc.); labour on fields and farms; wages; and 
machinery. Livestock and pastoral products; value and 
quantity of flesh. hides, skins, etc.; for farming; number and 
value of dairy cattle; quantity and value of all dairy pmductc. 
Paltry and bees; number of small animals and hives - value 
of honey. eggs, etc. 

(Note - In Swth Africa and Canada an a ~ u a l  census of 
produelion is canied out. Schedules a n  distributed in the 
fonner by the Police Force under the supervision of the 
Pmduuion Section of the Office of Census and Statistics. 
while in Ihe lauer country they am distributed through rural 
schoois and crop cornspondents. In New Zealand and Aus- 
tralir.'atatistics of agricultural and pastoral production are 
ipllected by means of schedules thmugh the agency of the 
PoliceForce and Special officers. In New Zealand pradically 
every holding of one acre and over is canvassed personally.) 

(b)FhkrilJ - Totalcatch of inland and sea fisheries; value. 
number and kind of vessels used; number and capital value of 
fishing vessels, boats, nets and traps, etc.. used, number of 
fish canning and curing establishments, number and sex of 
persona employed, salaries and wages in fish canning and 
curing establishments; value of exports and imports of fish 
a d  fish products. 

(Note - In New Zealand, owners of boats and vessels. 
employedin fishingarerequired to furnish rcturnaof lecatch. 
In Cunada, sutirtics a n  cdlec~ed by the local officers of the 

(e) Industries and Manufactures - Capital : value of land. 
buildings, machinety, implements, tools, etc.; capital 
invested. Labour : number. race, adult and child labour, sex 
of employees, wages and salaries. Establishments : number 
with details regarding proprietorships and hands employed. 
Cost of production : quantity and.value of raw-materials, etc. 
Outtum : value and quantity. Fuel and light : quantity 
consumed, cost of fuel and light. Power : number of engines, 
hone-power, and kind of power used. 

(Note -Statistics arecollectedannually in aU the Dominions, 
by means of schedules distributed either by post or through 
h e  Police Force and Factory Lnspectors.) 

(a) h b o w  - Occupations of the people : number, nativity, 
sex, distinguishing productive employees in each industry. 
'I'radc Unions : number, memberships. Employment and 

Fisheriecl Branch, and are checked in the Department of 
Marine md Fisheries.) 

(c) Few - Area under various kinds of forests; quantity 
ud value of ail fonat products; trade in fonst products; 
rrvarue and expendimre of forest deparrmenw. 

(Note - Swtidcs am furnished by the Forest Departments.) 
(d)Minera& -Number of working mines and quamea; total 

output and its value; number of employees and their wages; 
acudenrs;number, kind and power of machinery used; capital 
employed; dividends declared. 

(Note - Dcpanments of Mines and Quarries fumish the 
siaisriui information.) 

unemployment: applications for employment, demand fmm 
emoloyers. mrsons provided with employment. Trade dis- 

:-strikes and loikouts. 
(b) Wages - Index numbers of rates of wages for various 

classes of labour, averages of n a i n a l  and effective weekly 
wage rates; hours of work. Oveliime in various industries. 

(Note -In South Africa, statistics of wages are collected by 
thC~tatistics Department from ~ r a d e  unions and ~ssociations 
and from the Labour Depanmentand employers'associatims; 
while, in New zealandand Australia. data are obtained also 
from the awards of Arbitration Courts. The Labour Depart- 
ment also supplies predominant  ling wages in Agricultural 
and Pas~oral occupalions for which no awards are available.) 

E x t e r ~ l  Trade - Exports and Imports of merchandise, total 
trade; movements of coins and bullion; impons of merchan- 
dise and raw-materials used in manufacture entered for home 
consumption; exports to and imports fmm all cantries by 
classes of merchandise, by values, and percentage. Average 
ad valorem rates of duties collected. Exports to and imports 
from all countries in quantities and values by classes of hane  
produce. Imports (dutiable and free), and expolu of hane  and 
foreign produce by main classes. External trade by main 
groups. and degree of manufacture according w origin. 
Quantities and values of animal and agricultural products. 

Internal Trade - Number and shortage capacity of grain 
elevators.shipments of grain by vessels; trade in livestock and 
meak retail trade in coal. 

IV. - TRANSPORTATION AND COMMUNICATION 
Railways - Electric and Steam - Mileage, capital liability. 

earnings and operating expenses. Number, and amount of 
salaries and wages, of Railway employees, and the ratios of 
the latter IO gross eamings and operating expenses. Rolling 
stock. Commodities hauled as freight : anasof land subsidised 
or granted to Railways. Railway bonds guaranteed. Cost of 
~ o n s t ~ c t i o n ,  working expenses and revenue and capital 
expenditure toGovernment Railways. Accidents, Traintraffic 
statistics. 

R o d  - Classification of highway and road mileage. Motor 
vehicles: number,iypes. revenue from the taxationof the sale. 
distribution and operation, imports and expons of motor 
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vehicles. 
AirNavigalion - Number of firms; passengers, express and 

mail, carried; accidents and injuries. 
Canals - Length; traffic, tonnage; expenditure and revcnuc; 

capital expenditure. 
Shipping and Naviga~ion - Sea-going vessels - entered 

inwards and outwards and cleared. 1:oreign vessels employed 
incoasting aade etc. Total number and tonnage of all vessels. 
Vessels built and registered. llevcnue and expenditure of the 
Department of Marine. Number of seamen shipped. Wrecks 
and casualties. 

Pos~s, Telegraph and Telephones - Revenue; expenses; 
pole, line and wire mileage; employees; officers; messages; 
amount of money transferred. Radio stations, number, busi- 
ness and cost of maintenance. Operation of money order 
system, number and total values of postal notes; issue of 
postage stamps. 

(1) Public Finance 

(I)  Dominion - Detailed receipts and expcnditure. Inland 
Revenue. Provincial subsidies. National debt : details of the 
assetsofpublicdebts and gross liabilities; funded debt payable 
outside country; public debt. 

(11) Provincial - Revenues and expenditure of the provincial 
governments, itemized receipts and expenditure; assets and 
liabilities. 

@I) Municipal. - Municipal statistics of principal interest 
for cities, urban municipalities of 1.000 or 1,000 to 3,000 
population. Receipts and Expenditure, (ordinary and 
extraordinary), assets and liabilities. 

(2) Currency and Banking, Loan and Trurr Companies 

Coinage, composition of gold coinage, circulation of silver 
and bronze coin. Notes circulation and reserves; bank ntae 
circulation; circulating medium in hands of puhlic, llevel- 
opnent of Banking business; liabilities and assets; deposits, 
loans, bank reserves with liabilities; number and branches of 
banks; amount of exchange of the Clearing Houses of Char- 
tered Banks; Bank amalgamations and insolvencies. Deposits 
with Government and other Savings Ranks. 1-iabilities and 
Asse~s of Trust Companies. 

(3 )  Insurance 

Fire insurance in force; premia received, losses paid, and 
percentage of losses to premia. Business transacted; cash 
income and expenditure; assets and liabilities. Life insurance 
in force and effected; assets and liabilities; cash income and 
expenditure; Life insurance on the assessment plan. Miscel- 
laneous insurance other than fire and life: income, expendi- 
ture, assets and liabilities. Government annuities fund: 
valuation of annuity; contracts issued pursuant to the 
Government Annuities Act. 

VI. - EDUCA'I~ON 

Number of Schools, teachers, attendance, and pupils in 
various kinds of colleges and schools. (State and private). 
Vocitio~lal and Technical Schools. 'reachers and pupils. 
lleceipts and expenditure for Public Education, Public 
Libraries, Societies. Museums and AII galleries. 

vn. - VITAL SrAnsncs 

Rir~hs, marriagcs, deaths, and natural increase by sex and 
age. Illegitimate binhs; still binhs; marriages, and mamage 
rates; conjugal condition of brides and grooms. Nativity of 
persons married. Ilcaths and death rates by province and by 
sex; infantile mortality by place. sex and age; maternal 
moflality by causes of death. Deaths from special causes. 

vm. -INCOME 
In all Ilo~ninions, Income-tax returns are available and 

contain information regarding the number of tax-payers, the 
total income assessed and the nurnbcrof tax-payers, according 
to various grades of income. 

IX. - I'KICI?S ANIICOSTOF LIVING 

Index numbers of wholesale and retail prices of commo- 
dities usually consumed and other necessaries oflife, such as 
food, grocery, rent, fuel, light, sundries, including clothing 
and boots, etc., are published. Index numbers of the cost of 
living based upon weighted retail prices are worked out, and 
the changes in it are shown with the variations in purchasing 
power of money. In Canada prices and index numbers of a 
family budget of staple food, fuel, Lighting and rent, in sixty 
cities, are separately worked out and published. 

(Note - Price retums are collected from representative 
dealers in seleited towns; in New Zealand and Canada also 
through local factory inspectors and crop correspondents, 
respectively. 

As regards cost of living. a standard regimen is adopted 
from the various family budgets collected for the purpose and 
retail price quotations are used in framing the index numbers 
of the cost of living. Data for house-rents, light and fuel and 
clothing, etc., are also collected by means of returns.) 

In Dominions the nature of informatioil on wealth varies. 
Australia and Swth Africa give little or no  information. In 
New Zealand, the estimates of h e  private wealth of the 
Dominion are arrived at on the yssumption ha t  the wealth per 
head of the living population is approximately equal to the 
average of that left by persons dying. The actual average 
wealth of deceased persons is obtained by a consideration of 
the estates certified for stamp duty. 

In Canada and Australia, the Nalional wealth is worked out 
by the 'Inventory method', the basis of which is  thevaluation 
ofassets item by item, e.g., land and improvements; live stock; 

( 4 )  Commercial Ibiluces agricultural, dairying and pastoral implements, and machin- 
ery; manufacturing plant and machinery; mining p r q n i e s  

Number, assets, liabilities, causes of failures. (including plant and machinery); coin and bullion; private 



JOUIWAL 01: INIJIAN SCllOOL OF POLI'I1CAL ECONOMY APRIL-JUNE 1995 

railways and tramways; shipping; agricultural and pastoral XI. - INDEBTEDNESS 

products; locally manufactured products; mining products; None of the Dominions publishes information regarding 
impofled mcrchandise; clothing and personal adornment; private indebtedness. Figures of public debts are available, 
furniture and fittiigs, books, etc., and motor vchiclcs. and have bccn dealt with under Finance. 

API'ENDIX 2 

List of publications on production with the nature of information contained in each 

Quinquennial Report on the Average yield per acre of Average yield (lbs. per acre) of principal cmps - 
Principal Crops in India. Commercial Intelligence inigated and un-irrigated - in each province and district of 
Department. (Quinqucnnial.) British India. 

Estimates of the Area and Yield of h e  Principal Crops Ama and yield per acre of principal cmps in each 
in India - Depanment of Commercial ln~clligence and province during each of the previous ten years; standard or 
Sletistics. (Annual.) normal yields per acre of crops for which forecasts are 

prepared. 

Rcpon on the Prtductron of 'l'ca in  India. Thesepublicauons are isruedannually as asupplemenl 
to the Indian Trade Journal by the Department of Com- 

Statement relating to area, production, imports and metcial Intelligence and Starjstics. The information con- 
exports of Coffee in Indla. tained in them is of the following nature:- area; number and 

area 01 plantations; production; production (in Ibs.) also of 
Statement relating to area, production. imports and cured coffa: and dry rubber; persons employedin all three 

exports of Rubber in India. industries in each province or dislriu of British India; 
quantity of tea available for consumption in India during 
the previous five years; stock of dry rubber (in Ibs.) held in 
each province; quantity of rubber (raw) expomd by sea; 
import and expott of tea, coffee and mbber: prices and 
wages relating to the lea industry. 

Agricultural Statistics of India - Com~nercial h ~ e l l i -  Vul. I. - Total area (in acres), classification of the area 
gence Department. (Annual.) (in acres), area irrigated and crops irrigated, area under 

crops and specification of crops in each province; live- 
stock, ploughs and cans; land-revenue assessments on the 
area, and population of esch province: harvest prices of 
cenain important crops per maund (for five years); average 
yield (lbs. per acre) of principal crops in each province of 
British India. 

Vol. 11 relates to lndian Slates. 

Season and Crop reports, published by h e  Provincial 'Ihe information available in the Season and Crop 
Departments of Agriculture or Land Records. (Annual.) reports is as given below:- 

Average rainfall (in inches) according to season.month 
or year; tola1 area - cultivated, uncultivated, irrigated. 
un-irrigated, sown, cropped or matured, assessed; areas 
under different crops. with areas imgared; classification of 
area in each district under forests, etc.. area under food 
grain crops in each district of the Bombay Presidency and 
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Publications 

INDIAN ECONOMIC ENQUIRY COMMI'ITEB 

Nature of Information 

its estimated oultum; estimated outtum of "kharif and rabi" 
crops in parts of 100, total produce of the principal crops; 
estimated yieldof maincereals in cleaned grain (in Bombay 
repons only); yield per acre (food and non-food crops); 
normal rates of yield per acre of different crops for each 
district; average estimate of the actual weight of the total 
produce in tons; number and sources of water-supply (in 
Rombay rcpons only); total number of oil engines, tanks. 
channels and wells actually used in each district for the 
purpose of irrigation (in Madras reports only); seasonal 
factor or condition figures of crops in ryotwari (including 
minor 'inam') areas as well as non-ryotwari areas, so far as 
information is available, in parts of 100 (100 denoting the 
normal crop): harvest prices of staple articles and fodder; 
agricultural stock, ploughs and cans. 

Agricultural Statistics, published by the Department of Statistics of area, Live-stock, and incidence of land- 
Agriculture in Bihar and Orissa and by the Department of revenue, statement of transfers of land (Bihar and Orissa 
Land Records in the Central Provinces. (Annual) only). 

Tea culture in Assam - Department of Agriculture. Numberofplantations,area,yiefd,personsemployed(daily 
(Annual.) average), for each district. 

Special Reports 

The Economic Progress of the Rural Areas of the Changes in the rural population; area occupied under 
Bombay Presidency. (1 91 1-22). by Harold Mann. D.Sc., cropin dsfercnt seasons, the double cropped rrea, irrigated 
Director of Agriculture, Bombay Presidency - Poona, area (whatever be the source from which the land is 
Government Central Press, 1924. watered); characterof crops grown; total amount ofpraluce 

obtained; money value of the produce from the land in the 
purchasing power of the population. 

The produce of rice land, cost of cultivation, land Produce of rice land; cost of cultivation; land values 
values and other statistics for calculating  he revenue and other statistics for calculating the Revenue demand. 
demand. compiled by Maung Tun Myint, H.A., and Maung 
Say Yen, B.A., (Burma). 

Fodder crops of the Punjab. Classification of the food of cattle so far as it is derived 
from crops; quantity of grain, cotton seed, oilcake and 
fodder given to callle in the various districts of the Punjab: 
areas of grazing land, etc., number of live-stock; area (in 
acres) of fodder crops. 

Names of field crops grown in Madras, Central Prov- A complete list of field crops grown in aU the four 
inces. Burma -(published by the Department of Agriculture provinces; area and statistics of outturn. 
as Bulletins. In the United Provinces of Agra and Oudh it 
is published by the Depanment of land Records). 

Agricultural statistics - Commercial lntclligence Numhcr of Live-stock divided into bovine, ovine and 
Depaament. (Annual.) ohcrs, for each province. in thelast census and as compared 

with the preceding census. 

Repon on the census of Live-stock, Ploughs and Cans Number of live-stock, etc., in each province in British 
in India - Department of Statistics. (Quinquennial.) India as ascertained by a census held quinquennially. 
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Publicalions Nalure of Information 

Caule Census - Director of land Records and Agri- Statistics of agricultural stock, ploughs and carts. 
culture. (Quinquennial.) 

Notes on the cattle of the Bombay Presidency, by Rao Fluctuations in prices of agricultural cattle; quantity of 
Sahib G .  K. Kelkar - Department of Agriculture, Bulletin bye-products of food grain crops available for fodder, area 
No. 75. in acres under fodder, average outturn of dty fodder per 

acre, total fodder available for consumption, fodder avail- 
ableper head of cattle per year and per day;prices ofvarious 
breeds of cattle in different tracts. 

A cattle sulvey for the Nagpur and Berar Divisions. Area open for grazing and the number of cattle therein; 
composition of the fodders and other feeding stuffs grown 
in Nagpur and Berar divisions, number of agricultural stock. 

Notes on wool in India, by A. 21. Silver and J. K. Mehta Estimate of total prduc~ion of wool in India; yield per 
- Government of India. sheep foreach province; average price for East Indian wool 

in the Liverpool market from 191 1 to 1917; particulars of 
inlports and exports of raw wool into India by sea and land 
from 1912 to 1918; import value of manufactured woollen 
goods into India by land; imports and exports of man- 
ufactured woollen and worsted goods into India by sea 
(quantity and value); number of sheep in each province of 
British India. 

DAIRY AND FAKM PRODUCTION 

Mandalay Milk Supply by F. J. Warth. M.Sc. - Yield per day and per milking cow of some herds in 
Department of Agriculture, Burma, Bulletin No. 15. Mandalay; total cows; milch cows; yield (in lbs.) - total - 

per cow in Mandalay town (herd samples); yield per day 
from India half bred and Burma cows in Mandalay town; 
rate and average quantity sold. 

Report of the Commitlee appointed to consider mea- Quantity of milk available in large towns (daily sup- 
sures forthc improvement of the milk supply in largecities ply); retail price of milk (lbs.) per rupee; estimates of other 
in the Ijombay Presidency (I 916). sources of demand of milk apart from the demand for 

domestic consumption; annual yield of milk, butter, fat; 
total cost of feeding and feed cost to produce 100 lbs. of 
miIk and butter. 

Quinquennial Review of Forest Adrninistraiion in Area (reserved, protected, unclassed, state); area 
British India - Department of Revenue and Agriculture, closed and open to grazing; area of plantation and the cost 
Government of India. (Quinquennial.) of the year's work; ouuurn of forest production (timber, 

fuel, and minor produce); expons of forest produce 
(quantity and value) and es~imated value of forest produce 
given away free or at reduced rates, for each province for 
quinquennium. 

Annual Retum of Sta~istics relating to Forest Admin- It contains the samc information as  is given in the 
istration in British India - Dcpartmcnt of Kev~nue and quinquennial report with the difference that the statistics 
Agricul~ure, Government of India. (Annual.) relate to the ycar under repon only. 
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Puhlicalions Nature of InJormu~ion 

Progress Report on Forest Administration - Depart- Area (reserved,protected, unclassed, leased, etc.); area 
men1 of Forests. (AU provinces.) (Annual.) closed and open to grazing; area of artificial production and 

afforestation; outtum (in Lhousands of cubic feet, solid) of 
timber and fuel; outtum of minor forest produce; abstract 
showing the value of live-stock and dead-stock; imports of 
timber, firewood and bamboo; estimated value of forest 
produce given away free or at reduced rates; account of 
timber, fuel, bamboos and minor forest produce cut or 
collected by Government agency and brought to depots, 
sold locally or otherwise disposed of. The information 
usually relates to each district of the province concerned. 

Special Publicarions 

India's Forest Wealth, by E. A. Smythies. Area, output and value of forest produce (major and 
minor) for various provinces; produce given away in con- 
cession or free grants (quantity and value); unports into and 
production in India of rosin and turpentine since 1907; 
exports of rosin and turpentine from India; expons of 
myrabolams, and of lemon grass, citronella and other oils, 
from Indian ports (quantity and value). 

The Indian Forest Records, Vol. VI, Part II, Statistics Rate of growth and average outtum per tree; average 
compiled in theoffice of the Sylviculturist, Forest Research outtum (in cubic feet) of different sizes of deodar. Similar 
Institute, Dehra Dun, during 1915-16 - Government of statisticaldata werecompiledin theIndian ForestRecords, 
India. Vol. VI, Part V, 191 8. 

Indian Forest Records - A note on some statistical and Area in square miles of teak-bearing forests. number 
other information regarding the teak forests of Rurma, by of teak trees per 100 acres of teak-hcariig forests; statistics 
R. S. Troup,I.F.S., F.S.I.,lmperial Sylviculturist (191 1). regarding rate of growth in girth; average teak growing and 

dead trees per I(K) acres olteak-bearing forests; statements 
showing rate of growth of teak in natural forests - exploit- 
ahleage, sizeand otherparticulars; staustics regarding yield 
and outtum of Burma teak forests. 

Report on Madras Fisheries by G. F. S. Christie, I.C.S. A statemenr showing the principal fish found in the 
waters of the Madras coast. Wholesale prices of some 
species of fish. 

A statistical analysis of the Fishing industry of Tuti- Average yearly weight and value of the 36 most 
corin (South India) by James Hornell, F.I.S., Repon No. 3 important local fishes; average rnonthly catches during 4 
-Madras Fisheries RuUetin, Vol. XI, 1917 - Department of years (191 1-1 5); off-shorc and in-shore lining at Tuticorin; 
Fisheries. Madras. average wholesale prices ruling at Tuticorhl for forty-one 

species of fish; number and disrribution of fishermen. List 
of the principal food fishes caught at Tuticorin. Average 
monthly and annual quantity of the produce obtained by the 
chief fishing methods employed at Tutiwrin. 

Statistics and information, Wesl and East Coast Fish curing yards; number of ticket holders; markets; 
Fisheries, Madras - Bulletin No. 9, Depanmcnt of Fisheries, average quantity of fish cur& number of boats engaged in 
Madras. fishing. 

AnnualRepon of IheDepartmentof Fisheries. Bengal. Fish traffic (imported into Calcutta in maunds or Ibs.) 
(Annual.) 

Statistics of Fish imported into Calcutta - Bulletin No. 'Ibtal imports of fish into Calcutta v in  all routes. 
13, Department of Fisheries. Calcutta. 
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Report on Fisheries of Eastern Hoigal and Assi~m, by Statislics rcla~ing toinland fish traffic; table comparing 
K. C. DC. the average prices of the bctt~r varieties of fish with the 

prices 20 ycars ago and with the priccs of goats meat. 

of the Chief lj~spcctor of Mines in India - Number of mines regulated by the Indian Mines Act; 
I of Mines, India. (Annual.) average nunihcr of persons employed daily; output of 

minerals during the year under report. Analysis of figures 
rclatingto output of coal and coke. Number ofmines opened 
and closed during the year under report. Fluctuations in the 
output of the principal minerals raised from mines classed 
under the Indian Mines Act. 

Mineral production of lndia - i )c~~~~rt tnc~i t  of(jcoIog- 
ical Survey of India, I'an 11. (Annui;l.) 

' 
Quinquennial rcvicw of the Mincral prcxluction of 

India, published by thc I)ircctor, (Icolopical Survey of 
India. (Quinquennial .) 

Statistics relating to the Production and Consumption 
of Salt in India - Commercial Intelligence Dcpanmcnt (now 
published as a supplcmcnt to the Indian Trade Journal). 
(Annual.) . 

Repoflon the I'rcxiuction and Consumption of Coal in 
India -Commercial I~~tclligcncc r)cpanrnont, (Sopplcmcn~s 
to the Indian 'I'radc Jounial). (Annual.) 

'Sotal value of n~inerals (fony) for which retums of 
prtjduction are available; quantity and value of various 
minerals; building materials, etc., for various provinces of 
India; spccial statementregardingoutput,prices,exportand 
import of coal und avcrdge numher of persons amploycd in 
coal-fields; export of manganese, saltpetre; import of ker- 
oscnc oil; mineral concessions granted; classification of 
liccnscs and leases, 

Output and value of nlLierals for which retums of 
production are available; amount and value of imports of 
~nincrals and of prcxtuas obtained directly from minerals; 
value of imports of prwlucts of a more finished nature 
manufactured almost entirely from minerals or mineral 
products; production of chromite and coal. Average pit's 
mouth value (per ton) of coal extracted from the mines in 
each province: comparison of the Indian and Japanese coal 
~taljstics; relation of consumption to production of coal; 
coal consumcd on Indian Itailways; coal carried for foreign 
railways; imports and exports of coal; output of Indian coal 
by provinces; accidents in coal-fields; number of persons 
employed in coal industry; output of coal per person 
employed at Indian mines, and below ground; output of 
copper; expons and irnports of copper and brass; production 
of diamond. etc. 

Manufacturers, issues, imports, exports, and move- 
ments oi salt in India. 

Production of ctxil il l  each province and Statc of India, 
and at each lime; total production and consumption of coal 
in lndia; avcrayc price of Indian, Welsh and Naltll Coalat 
Calcutta, Ilotnhay and Karachi: average nu~nhcr of pcrsons 
eniploycddaily in the coal mining industry in lndia; quantity 
and value of foreign coal imported into Rritivh India, and 
of Indian coal cxportcd, and thc supply available for India; 
quantity of coal, wotd and oil fuel consumed on Indian 
Railways: list ol' Joint-Stwk coal cmpanics at work in 
India with their financial portion: comparative staamentof 
the prtduction and consumption of coal in India and Japan. 
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Puhlicaiions Nature of lnformalian 

A Bibliography of Indian Geology and I'hysical Value of twcnty-five mi~icrals cxtractcd in India. A 
Geography, with an Annotated Index of Mincrals of Eco- detailed catalogue of all the ininerals in various provinces. 
nomic value, by 1'. I I. 1)e La 'Touche, published by Order ' Ihe note under each mineral gives the outturn, but not in 
of the Government o f  India. 191 8. all cases. The minerals included are those for which 

approximately t~s lwor thy  relums are furnished. 

Sketch of the Mineral Resources of India, by 1'. 11. Total value of minerals for which regular returns of 
Holland, D.Sc., F.K.G.S., Ilircctor, Geological Survey of production are available. The work givesmuch information 
India, 1908. regarding the production, or imports and exports, of coal 

(Gondwana and Tertiary), chromite, gold, manganese, tin 
ore, mica, salt, rock-salt, salt-petre, jadestone, petroleum. 
kerosene, etc. 

India's Mineral Wcalth, by J. Coggin Brown (Oxford Number of mineral concessions granted. Average 
University Press, 13ombay). 1925. annual value of certain Indian, minerals produced during 

the periods 1898-1903,1904-1908, 1909-1913.1914-1918 
and in 19 19, 1920 and 192 1. ' l l e  value represents either 
export values or is bascd on prices without duty. 

Ilctails of the production of coal (Gondwana and 
-, lcrtiary), iron-ore, manganese, petroleum, salt, tin; and 
cxports of mica, manganese, etc., arc given for the years 
1017-1922. 

Note on the mincral prtduction of Rumia, compiled l l i s  publication gives thc figures for non-Act mines, 
by the Financial Commissioncr. Humia,and published cach as well as those coming under h c  Indian Mines Act. 
year. 

Statc~nent showing the quantity and value of amber, 
building materials and road metal, china clay, gold, iron- 
ore, pctroleum, platinum, etc., and statistics of labour 
cmploycd in production of the aboveminerals are given. 

The mincral rcsourccs of 13unna. by N. M. I'cnzcr - 'Ihc avcrage annual output (For 1915-191 8) in respect 
(George Routledge and Sons, 1922). ofprccious stones, lead and silverore, tin, tungsten ore, salt, 

antimony and petroleum are given, together with imports 
and expons of prccious stones, tin, etc., and an estimate of 
the consumption of minerals in Burma, compared with 
production. 

Large Industrial Ilstabtishmcnts in India - Commercial Number of establishments and persons employed in the 
Intclligence Dcpanmcnt. (Annual.) principal industries in each province and in the Indian 

States; list of factories which come under the Indian Fac- 
tories Act in each district of the different provinces of India, 
and h e  average number of persons employed by them. 

Joint Stock Compi~nics in British India and in thc It gives only a complete list of industrial establish- 
Indian States. ments. 

Statistical Abstract for I3ritish India - <:ornmcrcial 'Ihe information available in this publication is only 
Intclligcnce I)cpannlcnt. (A~iriu:rl.) about cotton, jute, woollen and paper mills and breweries, 

arid relates to Ihc following items:- 
Numhcr-capital-loon~s-spindles, persons employed - 

prtxluction (quantity), value ofpruducdon is also given for 
paper and woollen mills. For jute mills no production 
statistics are given and additional information on mill 
consumption in bales of 4(D Ibs. cach, is published. Figures 
relating to hrewcrics are all the same except in regard t o  
capi~sl, which is not recorded. 



JOURNAL 01; 1NDl.W SCllOOL OF POLI'I'ICAL ECONOMY APRIL-JUNE 1995 

Cotton Pressing Factories and Cotton Spinning hlills humberof prcssing factories and spinningmills ineach 
in India -Commercial Intelligence Department. (Annual.) district. Names of factories, situation and owners or agents. 

Monlhly Statistics of Cotton Spinning and Weaving in Quantity (in lbs.) of yam spun and woven goods 
Indian Mills - Commercial Intelligence Department. produced; detailed statements of ihe quantity (in Ibs.) and 
(Monlhly.) the count of yam; description. value and quantity (in lbs. 

and their equivalent in yards)of wovcn gwds are alsogiven. 

Report on the working of the Indian Factories Act in Enurneralion of factories. 
the Provinces. 

1ndustrial'~urve~ Reporis yf each district ofthe United I h e  s~atistical information as available in the puhli- 
Provinces of Agra and Oudh (1922-24). cadons in connection with this important survey is noted 

below:- 
Production per man, firm or family; daily, monthly or 

annual outtum per firm, of various cottage industries in a 
district. Total outturn from some industries in a district; the 
quantity and value of production of important cottage 
industries are also given in a few cases. Number of turn- 
ovcrs,quantity and valueof bye-products; percentage of the 
wastage of raw-material in production, h e  quantity of 
finished anicles produced in relation to raw-materials uscd, 
and the cost ol'productio~~, are very scldom and imperfectly 
dealt with. Machinery, number of works, number of 
working days, number of men engaged, wages, sometimes 
the total annual wages paid In a factory, are also available 
in some cases. I'rofits are given per head or per family or 
per article manufactured, but sometimes the daily or 
~nonthly or annual profits are given. Prices of the raw- 
material imported or the finished aaicles sold o r  exported 
arc also noted. 

Notes on the Industries of the United Provinces. by A. 
C. Chatterjee. (1908). 

This work discusses Lhe trade returns and local con- 
sumption, and sometimes the number of employees 
engaged with regard to the cotton, silk, woollen, oil and 
oil-seed, dyeing and printing, leather, iron and steel, brass 
and copper industrks, flour, ghi, sugar, tobacco and other 
produce. 

Industrial Survey of thc Central Prt>vinces and I3crar. Infonnation relating to thc numbcrofpcrsons engaged, 
(1908-09). imports and exports, production, rate of production, cost of 

raw-material and of production, prices of finished goods, 
and profits, or to some of.hese items, is available with 
regard tothe cotton, woollen, silk and lace,pottery, tanning 
and leather, dyeing and calicoprinting, and brassand copper 
industries. 

A survey of the Industries and Resources of Eastem The statistical information given about textile and 
Rcngal and Assam for 1907-08, by G. N. Gupta, M. A., connected industries, leather, fish industry, iron and stecl 
I.C.S. work, oil industry, and prduction of raw silk, relates to the 

following items:. 
PopulaGon supported by the industries, exports and 

imports, available raw-material, capital invcslcd, number 
of gins. forges, etc., estimates of cloth consump~iun and 
prices of leather. 
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Publications 

(a) Repon on the Survey of Cottage Industries in 
Bengal - Department of Industries, Bengal, 1924. 

(b) Supplementary Repon on the Survey of Cottage 
Industries in Rengal, forthedistricts of Mymensingh, Nadia 
and Faridpur - Department of Industries, Rengal. 

A summary of theCottagc Industries in the districts of 
I3engal- Co-operative Societies, I3cngal. 

Handbook of Commercial Information, Madras, by M. 
E. Couchman, I.C.S. - Department of Industries. 

Monographs on the various industries issued between 
1895 and 1910 by the various Provincial Governments. 

(These relate to cotton and woollen fabrics, silk, dyes 
and dyeing, gold and silver, wire and tinsel, leather and 
tanning, paper. pottcry, glass, stone, wood and ivory 
cawing, iron and steel, brass and copper,and rniinufac~ures 
from wood.) 

Nature of lnforma~ion 

Statistical infonnadon is available on he following 
items for the various districts of Benga1:- 

Number of people o r  families, and of firms, shops or  
factories engaged in hedifferent cottage industries. Yearly 
consumption of raw-malerials, prices of raw-materials, 
appliances. fiiished gcmds. Cost of thcir repairs and cost of 
production. Rates of production and total yearly outturn. 
Average earnings of a worker (monthly or daily), hours of 
work and trade statistics. 

It isa reprint ol' thc surnmary of'the cottage industries 
in the districts of 13cngal compiled from the Industrial 
reports of' Mcssrs. Collins, C'un~~hlg, <;upla and Swain. The 
informadon relates LO the distribution of persons engaged 
in in~portant industries, the percentages of industrial to total 
population, annual production (not in all cases), etc. 

I'roduction in the various industries, including fisher- 
ies. (quantity and value), prices and foreign trade (quantity 
and value). 

The nature of stadstical information available in these 
monographs is as  givcn hclow:- 

Cost of raw-malerial, total cost of production, prices 
of artihles sold, rates of prof'its (per article, family o r  
worker), wholesale or retail prices of  finished goods, 
es~i~nated outtun1 for some industries. Information about 
population and wages of cottage workeru. and expon and 
impofl trade in raw-materials used for manufacture and in 
finished articles, is also givml. 
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Indira Hirway and Pic1 Tcrhal, Towards 
Employment Guarantee in india, Sage Publica- 
tions, New Dclhi, 1994, Pp. 283, Price, Rs 29.51-. 

The attempt in this book is to compare thc 
varicty of public works programmes (PWP) 
launchcd for employing surplus rural labour and 
evaluate their success. Their success is assesscd 
on three counts: How far do they (i) alleviate 
poverty, (ii) support cconomic developmcnt, and 
(iii) hclp environmental protection. 

After evaluation, the programmes are graded as 
highly successful (HS), Successful (S), modcr- 
ately successful (MS), and not successrul (NS). 
The choice of countries for this purpose is guided 
by the availability of data on public works pro- 
grammes for the above three objectives. 

The book is divided into three parts. Part I is 
devoted to non-Indian experiences such as those 
in China, Netherlands and former East Pakistan 
which later became Bangla Desh. Part I1 is 
devoted to the Indian experience in the three statcs 
of, Maharashtra, Kamalaka, and West Bengal. 
The main focus is on India and the idea is to sec 
how far one can learn from each experience. Part 
111 is devoted to a closer look at the PWP in 
Gujarat, to see the long term effects of the 
programmes. This was facilitated because of the 
greaterfamiliarity of the authors toGujarat works. 

After evaluating the achievements of the cases 
studied, China seemed to be at the, top followed 
in that order by the Netherlands, Maharashtra's 
Employment Guarantee Scheme, East Pakistan, 
West Bengal and Kamataka's land army corpo- 
rations with Gujarat having its National Rural 
Employment Programme and Rural Landless 
Employment Guarantee Programme having been 
placed at the bottom. This is so far as poverty 
alleviation is concerned; in respect of contribu- 
tion to development East Pakistan is ahead of 
Maharashtra and others. In the matter of 
environmental protection, on1 y China and Neth- 
erlands seem to make deliberate attempts in this 
direction. It is concluded that employment 
guarantee is not the only wZy to ensure social 
security in the context of rural public works. The 
patterns of China (Communilarian model), 
Maharashtra (Right to work model) Netherlands 
(right to income mode) have some advantages and 
some disadvantages through the first three have 
the advantage of security. 

The overall picture that emerges is not very 
positivc. It is not easy to use labour surplus for 
transforming an undcrdcveloped economy into 
one with a minimum of unemployment. 

Turning to India, thc authors feel that there i s  a 
strong nccd for an all India Employment Guar- 
antec Schcme bascd on rural public works. 
However financial, administrative and 
organisational support needed for such works has 
not been forthcoming. Moreover, public admin- 
isvation necds to be reformed radically. Further, 
the third aspect for evaluation, viz., 
environmental protcction, gets mostly neglected 
because of the high priority given to poverty 
alleviation and economic development. 

Initially the PWP were started in times of 
disaster to give relief to the affected poor. But 
gradually the idea of developing these relief- 
works to absorb routinely unemployed rural 
labour took root. The idea was to create rural 
asscls and develop the cconomy. Some scholars 
suggested a creation of reverse link by starting 
routine decenuali~cd rural works programmes 
which could absorb disaster nceds of more 
employment. These latter came up because of 
increasing number of disasters every decade. 

The objective of the present book is to focus on 
developmcnt work programmes situated in rural 
areas, which are not primarily investment ori- 
ented. At least 50 to 60 per cent component of the 
total cost of the projects has to be on wages. 
Wages should not be too small and should be paid 
regularly. Assets created by the projects should 
alleviate poverty and they should be directed 
towards the basic nceds ;,f labour. Thus they 
should promote irrigation, and help develop small 
and marginal farms, as well as, common property 
resources. The main idea is lo raise the bargaining 
power of the poor labourers with the traditional 
employers and develop backward areas into 
productive ones. 

As far as India is concerned salinity of soil, 
sinking water tables, degraded forests, etc., are 
the problems and hence watershed development, 
afforestation programmes, soil conservation 
deservc priority. Government h& to enhance the 
labour absorbing capacity of the economy. 
Othcrwise employment guarantee can be too 
heavy a burdcn for the government to bear. There 
is also a possibility that inequalily will be 
increasing because the assets created will be used 
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by the better-to-do and labourers will be getting priority in such programmes, East PakistanBscase 
only the wages. seemed moderately successful initially. But it had 

Intending India to be the focus, seven studies its qualitative and quantitative weaknesses. Kar- 
compared in this book had different socio- nataka and Gujarat did not succeed in alleviating 
political settings as well as contents of the public poverty, while Wcst Bcngal's performance was 
works. somewhat better. 

Maharashtra's scheme was supported with Objective of economic dcvelopment is a com- 
commitrncnt by political lcaders and adminis- plex one involving aspects of organisation, 
trators. Kamataka's Land Army Corporation planning, dcsigns, preparation, implementation 
(LAC) was autonomous by the nature of a and follow-up. Herein economic and political 
corporation. West Bengal had a communist setting seems of overriding importance. The 
government. Its programme had relative success Chinese programme was started with economic 
in implementation of land reforms, organised development as the object and i t  could not be 
rural labour and fairly decentralized democracy implemented olherwise. Netherland's pro- 
reflected in powerful panchayat bodies. In such a gramme contributcd to the economy due to ils 
setting it was interesting to examine how PWP cfficicnt handling by the able hands of the Dutch 
works. Waste Land Devclopmcnt Corporation. East 

In Gujarat, the growth pattern was basically Pakistan expcriment probably failed because of 
capitalist and the works were centrally sponsorcd. the wrong choiccof projecls. Maharashtra had an 
This was again a different setling. appropriate choice of projecls but was deficient 

Netherland's experience was included largely in implcmcntation and follow-up. West Bengal 
to see how a developed western capitalist country size of work programme was smrill combined 
manages programmes. In fact thcse inspired with dcficicnt planning and follow-up. 
Comilla experiment in former East Pakistan. It As far as environmcntal proteclion was con- 
was found succcssful initially but not later. In all cerned, except in the Chinese and Netherlands 
the experiments discussed above, there was programmes, no dclibcratc attempt was aimed at 
free-market oricnled democratic political setting. it in other cases. 
But one had a different political scenario in the It is however vcry difficult to reduceinequality, 
Chinese case with a Communist Government. nor can the public works programme be sustain- 
Here one saw central planning on the one hand able. Thc planning of works has to be tailored to 
and peoples communcs on the other. This case the local economy through dcccntralisation, This 
according to the authors was selccted because dcccntralizcd planning of public works should be 
India and China had many similarities. Bul integrated with mainsLream planningefforts. 
democracy and 'no dcrnocracy ' make a world of The problems of fixing wage rates, selection of 
difference. projccts kcepiny in view khe local decision 

At the outset it was noted that the Chinese case making, administrativecontro1 at higher levels of 
topped as successful among all the seven cases. public authority, rcgional planning, add to the 
It certainly reduced poverty of the rural popula- problems of administering the programme. 
tion by organizing the rural economy at the cost Socio-political dimensions of the country also 
of repressing freedom to a considerable extent. determine thenatureofpublic works programme. 
Nethcrland's programme was relatively small What is the main objective behind the pro-' 
coupled with forced nature of employment; the gramme? Is it$lleviation of poverty? Or is itusing 
gains in income seemed small to rcgarcl it as the surplus lbour  for cconomic development 
successful in terms of poverty allcviation. without much priority for poverty alleviation? Is  
Maharashtra's programme was big and it secmcd it income guarantee? Thc answers to these 
successful. But being vcry closc to the pro- questions depend on the political ideology of the 
gramme, I could scc the corruption, incfficicncy govcrnmenl. If the programmes are sustainable it 
and non-sustainnbili(y of the programme. is possible for thc workers to form trade unions 
Although sustainability deserves a very high or labour cooperatives. 



The burden of PWP is going to be too heavy Seventh, weak socio-economic posilion of 
becauserate of growth of the labour force is going labourers on public works is reflected in poor 
to be 2.5 per cent per annum, During 1951-87, wages, repression, low share in permanent 
employment grew at the rate of 2.1 per cent per benefits of the works, poor health conditions 
annum in India. This too is declining and espe- which in piece rate wage system results in low 
cially so in respect of agricultural employment. wage rates. Because the programmes are misused 
One wonders whether this kind of vast labour by politicians and intermediaries they should be 
mass can be absorbed in India. Is it possible to managed c,zrefully, monitored continuously and 
open SO many public works profitably? AS far as evaluated systclna~ically. 
my experience in the Maharashtra Employment ~h~ overall ernaging picture is however not 
Guarantee Scheme goes il was very difficult Lo N~~~ ofthe prohqammes are highly 
Open such large numbers of projecfi. Many of successful and when successful it is only for a 
these p~ojects, such as percolation tanks, were of  short period. R~~~~~ for failure of ihe pro- 
no use. grammes in India was that there was no political 

From the various experiences a few lessons commimcnt to the programmes except in 
be learnt: One was lhe need of P ~ ' ~ ~ ~ ~ ~ ~  Maharsshtra, Secondly, there a n&d for commitment. Second, no programme can be 

based on unreal assumptions about the socio- radical improvement in public administration 

political characteristics of society, whether they including decentralization, professionalisation 

are improving, etc. as in Jawahar Rozgar Yojana . and dcbureaucratisation of the administration. 
miid, continuity and sustainability nee- The cost-benefit analysis of such works is 
e s y y  toa tan  imporuntrole ineconomic change however difficult 10 do. If not the Government 
which can again be achieved by long term where do the poor go for help? Hence improved 
~lanning. Fourth. ~ub l i c  works should bc in tune imp~emenlation and administration of the PWP 
kith rntkro-econb;nic prevalent processes. Fifth, "elns the only way out. 
a combination of central planning with decen- 
tralisation of planning and implementation are K.V . Dandekar, 
needed for success, In my view this is very Former Professor, 
difficult to achieve in a democracy. Sixth, mul- Gokhale Institute of 
tilevel planning framework should be based on Politics and Economics, 
carefully formulated priorities and goals. Pune 4. 
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