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EDITORIAL - SOME HIGHLIGHTS

). General Economic Scene

State

Climate and Prices

June in its first half was a continuation
of the drought situation in 12 districts
set forth in detail in the last issue of
the Bulletin. Borewells for drinking
water were dug in all the districts and
special employment generating works
were undertaken. The Union govern-
ment announced the sanction of Rs. 38.05
crores for drought relief for the state
against the state's request of Rs. 222
crores. The basis for the Union govern-
ment's grant was with reference to
work which could be completed before
September 30, when the North East
monsoon would set in. Of the Rs, 38.05
crores sanctioned, Rs. 29.83 crore was
for drinking water works to be com-
pleted by September 30, for employment
generation Rs. 3 crores plus the funds
under Jawahar Velai Vaayppu Thittam,

‘Which is the Tamil translation of JRY

available for employmant. The rest of
the grant js for agricultural subsidy,

supplementary nutrition, public health,
animal husbandry. It will be recalled
that the state had earlier sanctioned
Rs.53 crores towards drinking water
supply, employment generation and
drought relief in anticipation of the
Union assistance. From the third week
of June, the south west monsoon set
in the southern districts of the state,
rains which were a great relief both to
the villagers and animals needing
drinking water and for farmers for their
crop. Some districts like, Ramanatha-
puram, Salem, Coimbatore, Tiruchi,
Tirunelveli received plentiful rain almost
daily. Madras and the north received
occasional rains and thundershowers
which however did not augment the
water supply position. On prices, CSO's
monthly abstract of statistics for April
1989 states that the index number of
consumer prices for industrial workers
declined by 5 points to 843 in December
and remained at that level for January
1989, the index number of consumer
prices for agricultural workers rose by
3 points to 712 in January 1989 despite
a 3 point fall in food prices, while



the index number for urban non manual
employees shows a rise by 1 point to
146 in January and a fall to 145 jp
February for Madras, no changes for
either month at 140 for Coimbatore, a
rise by 1 point to 145 in January and
a fall to 144 in February for Madurai,
no change at 138 for both months for
'Salem and a rise of 2 points to 143
In January and no change at 143 for
February in Tiruchirapalli. The fairly
stable level of prices in  the major
metropolitan centres once more contrasts

with the inflation suffered by the rural
areas.

Power

The power situation in June, after
the mid way point, began to improve
in the state, with the Tuticorin thermal
working to full capacity (630 MW),
Mettur thermal generating 300 Mw,
Ennore 145 MW, Ramagundam Super
thermal contributing 200 MW, Neyveli
however, generated 356 MW later in-
creasing to 490 Mw against the 1st
stage capacity of 600 MW, plus 150 MW
against the second stage capacity of
630 MW which became nil 4 days later,
hydel generation was improving at
170 MW later to 235 MW with
the onset of the §w monsoon.
The second wunit of Kalpakkam
Wwhich was to be synchranised on June
11 was synchronised on June 14,
starting with 90 MW against a capacity
of 236 MW. Ennore was generating
200 MW. A total of 1970 MW was thus
generated in the state grid. All this
meant that from June 16 there was no
unscheduled load shedding, with im-
Proved generation from Neyveli, with
the first stage generating 520 MW and
the second stage 470 MW. And so
from June 21 the power cut on small
units (LT industries with Joad 'of 75 HP
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and above) was lifted and from June 29
the 60 per cent power cut on HT
industries which npumber 460 was
reduced. Thus June ended for the state
with a good normal power consumption
situation for consumers — industrialists,
and cultivators and domestic. The
government announced a master plan for
use of wind energy from 15 wind masts
by both the public and private sector.
It also is establishing 30 wind mapping
stations.

For the country as a whole, the power
situation in June is still in a serious
situation with Kerala announcing in-
creased load shedding (to 5 hours in
the day time and 1 hour at night)
because though the state is receiving its
full share of the south west monsoon,
its hydel reservoirs have not profited by
them. Despite this, the government
announced a 25 per cent relaxation in the
cent per cent cut on industry (reported
in the last jssue) provided an undertaking
is given that no worker is laid off.
Orissa is the other state, which like
Kerala was once a power surplus state,
but now faces severe power shortage,
which has led it to encourage captive
generation facilities, now amounting to
1074 MW out of the total power
Capacity of 2579 MW. The severe 3
yYear drought has seriously affected its
hydel power generation, while power
demand for its industries is 1272 MW,
against the state's capacity of 1506 MW
and generation of 835 MW. It is
planning therefore to create an addi-
tional capacity of 3371 MW during the
VIl and |X plans, starting with the
3000 MW Talcher project to be executed
in 3 phases. One of the most distur-
bing reports on the performance of the
State Electricity Boards is by the
Comptrolier and Auditor General. |t
reports that against the VI Plan sanc-
tion of 29,666 MW capacity, with an

outlay of Rs 19266 crores, the actual
addition was only 14226 MW (50 per
cent). The outlay for the VIl Plan is
Rs. 39,272 crores to add 22,246 MW
cepacity, which is 50 per cent more
than that of the VI Plan achievement.
The PLF at the end of VI Plan was
50.1 per cent compared to 55.9 per
cent in 1976-77. Distribution and
transmission losses increased from 20.44
per cent in 1978-80 to 21 per centin
1983-84. So while power investments
have been increasing, performance has
been unsatisfactory. The total commercial
loss of the State Boards rose from
Rs.103 crores in 1973-74 to Rs. 460
crores in 1979-80 and to Rs. 4500
crores in the VI Plan and is projected
to go upto Rs. 11,767 crores in the VII
Plan, due to runaway capital costs and
excessive interest and depreciation
charges. The report points out that
the high costs are due to poor main-
tenance, excessive staff, high inven-
tories, low PLF and heavy subsidies.
The way forward therefore is clear and
must be fully and carefully planned
and executed. The government and
the planning commission estimate that
power will need an additional outiay
of Rs. 6320 crores to take advance
action for well implementing 38000 MW
powser capacity during the VIIl plan.
The Commission is exploring various
means of funding this additionai
outlay.

Water

The main event on the water front
in June was the agreement between
the chief ministers of Tamil Nadu and
AP to get the Telegu Ganga project
which would supply drinking water to
Madrag city moving again. Tamil Nadu
has paid AP Rs. 30 crores now and has
promised a further Rs. 30 crores later in
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the year. March 1993 is the dste when
the water will flow into Madras. As a
piece of engineering, the canal poses no
problems, There are political problems
arising from lack of clearance of the
project by the Union government because
of Karnataka’s objection to using the
surplus water till 2001, which it fears
will give AP a permanent right. The
project will cost Tamil Nadu a total of
Rs. 480 crores and for this some Union
or institutional assistance is needed,
which the agreement between the 2 State
governments should help to achieve-
The State government has sanctioned
Rs. 476 crores this year to the Madras
Metropolitan Water Supply and Sewerage
Board for increasing the drinking water
facility to Madras. With this 500 addi-
tional Mark Il pumps are to be in-
stalled and more water jtanks will be
hired. The Board has also taken up a
Rs. 20 lakh project to reduce loss of
water in Red Hills, as was done last
year.

Transportation

On the transportation side, on the
urging of the World Bank, the govern-
ment has @iven notice of a graded
increase in the fares ranging from 10
paise to 40 paise in the city, and an
increase of 1.6 paise a km for the
mofussil where the fare will go up
from 9.6 paise per km to 11 paise. There
is some resistance to these increases
from some of the political parties but the
fare increases are needed to get the
buses on to the road. The State
government has agreed to joint fund-
ing with the Railways of the Mass
Repid Transit System and now the
technicalities of the joint funding is
being worked out.



V Pay Commission revision, state
finance and poverty in the state

In early June, the government
announced accepting the recommenda-
tion of the V Pay Commission on pay
and DA allowance revisions to bring
the state employees remuneration into
line with that of the Union employees.
The Pay and DA revision, gives a
minimum increase of Rs.284 and a
maximum of Rs. 1200 a month to
11.3 lakh state employees and teachsrs
effective from June 1, 1988. The
arrears payable from June 1988 to
May 31, 1989 will be credited to their
Provident Fund Account, the revised
pay will be drawn from June 1989,
The pay revision increases the scales
from 17 to 23, giving pay parity with
the union scales to 32 categories,
with improvement to 8 categories.
Also the government has gone beyond
the commission recommendation and
has accepted DA rates on a par with
union employees. Similarly the govern-
ment has accepted the recommendations
on pensions which will be raised from
Rs. 245 a month to Rs.375 and the
increase in ceiling from Rs. 1000 to
Rs.1260.This Fifth pay commission recom-
mendations will cost the state Rs.262
crores, while the parity on DA will increase
it to Rs.400 crores outgo per annum.
This decision of the government is in
accordance with the election pledge. It
comes at a time when the state faces a
rather severe financial crunch which has
ted it to reduce the 1988-89 plan as
noted in the earlier issue of the Bulletin,
The impounding of the revised pay
arrears of Rs. 250 crores in its provident
fund is one result. Even so, for this year
it has to find Rs. 300 crores — Rs. 400
crores in a full year. The state’s fragile
finances have come under strain on
account of escalating food and public
subsidies — covering the free rice distri-
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bution and subsidising the increase in
the Union offtake price of rice and the
current year's subsidy of Rs. 250-300
crores to TNEB. This has led to shedding
some of the less conspicuous plan
schemes and to the tapping of additional
resources from liquor, bus fares etc. A
recent seminar in Madras organised by
the Association of licensed surveyors
highlights the acute poverty in Madras
city — more than in other metropolitan
cities. Unplanned growth, galloping
population, irrational rules which have
resultad in the growth of slums and the
city’s unemployment are the reason for
the city’s high poverty level. A 1987
survey shows that there were 995 slums
inhabited by 1.27 - lakh families, despite
the construction of 870 tenements
between 1971-1987 to accommodate
45,000 families. There is also the city’s
financial crunch. While Bombay city has
Rs. 1200 crores, Delhi Rs. 1000 crores,
Bangalore Rs. 6200 crores and Calcutta
Rs. 160 crores, Madras has only Rs. 50
crores. There is lack of coordination
among the many agencies that have been
created for the city and above all the
absence of a popularly elected council
(now for over 10 years) have added to
the problem of poverty, which cannot be
tackled by the civil service alone. And
all that the city has is the civil service.

.

Decentralisation and Pollution Control

As part of the State governments
scheme for decentralisation and devolu-
tion of power to local bodies, the
government has transferred the control
and care of alt the 393 animal husbandry
sub centres to the respective panchayat
unions. The sub centre will be under
the administrative control of the
panchayat union and under the technical
control of the animal husbandry depart-
ment. The Tamil Nadu Pollution Control
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Board announced that it has set up an
environmental Welfare Engineer’'s office
in Manali because of the fast growing
capital intensive petro chemical industries
in that area. The office has its head-
quarters in Madras and will be known
as the Chengai Annpa (North) District
Environmental Engineer’s office covering
Saidapet (Manali, Ennore, Thiruvotti-
yur), Ponneri, Gummidipoondi, Thiru-
vellur, Oothukottai and  Pallipattu.
Similarly the Chengai-Anna (South)
district Environmental Welfare Engineers
oftice will have its headquarters in
Maraimalai Nagar and cover Sri-
perambattur, Kancheepuram, Uthiramerur,
Mathuranthagam and Seiyur.

National

Plan

The Planning Commission. proposes
that growth and modernisation should be
the VIl Plan's major objective, which
will be aimed at reducing poverty
levels to 18 to 20 per cent of
the population from the current 28-30
percent, at a sharper focus to reduce
regional disparities to ensure more dis-

I ICOR
Il Total savings of
— Private corporate sector
— Household
— Public
Il Total Investment as % of GDP
IV Net Capital inflow as % of GDP
Vv Tax ratio ag % of GDP
VI Subsidies as % of GDP
VIl Revenue deficit as % of GDP

VIl Pub i
v ublic Consumption as 9 of GDP

E
Xport growth (volume 9 per year)

persed growth, at an annual employ-
ment growth of 3 per cent, at intern-
ational competitiveness in our expand-
ing range of manufactures and excellence
in select sectors, at the minimum needed
programme providing 194 kg per capita
per annum of foodgrain, at universalisa-
tion of elementary education and eradica-
tion of a illiteracy in the .15-35 age
group, at providing clean drinking water
for all, at containing major communicable
diseases by 1995 with a view to
eliminating them by 2000 AD and expan-
ding the comprehensive health system
to achieve health for all by 2000 AD
and at greatsr decentralisation making
for peaples participation in plan. A higher
growth rate than the traditional 3.6 per
cent upto 70s is needed in the 80s (at
5 per cent) to attain the above objectives
and clear the backlog of unemployment
and provide employment to labour force
entrants, This means a 6 per cent growth
rate for the VIl Plan to be secured by
higher efficiency which would reduce
ICOR by shifting investment from sectors
with high ICOR to those with low ICOR
and by economy in use of inputs, particu-
larly energy. The macro economic
magnitudes for the 6 per cent growth in
the VIII Plan in comparison with those of
the VII Plan are set forth as follows :

7th Plan 8th Plan
(average) (expected)
4.6 4.3
21.4 24.1
1.8 2.0
17.2 19.0
24 3.0
23.2 25.9
1.9 1.8
16.9 20.0
34 1.9
—-2.1 —1.2
11.9 13.0

6.7 10.0



The Commission also points to
certain weaknesses of the economy,
1) Population growth of 2.1 per cent
per year involving an annual addition
of 17 million persons. 2) Employment
growing more slowly at 2 per cent
per annum while the labour force
grows at 25 per cent per annum:
3) Rapid urbanisation during 1971-81
which will mean 330 million urbanites
by 2000 calling for large resources for
urban infrastructure. 4) Persistant
regional disparities in social and economic
infrastructure. 5) Declining average
household holdings. 6) Stagnancy in
the savings rate, and 7) Lack of
correspondence between economic pro-
gress and peoples well being. The
aggregate investment at 1989-90 prices
will be Rs. 645,000 crores, with public
sector outlay at Rs. 345,000 crores to
Rs. 355,000 crores of which public
sector investment will be Rs. 295,000
to Rs.300,000 crores. District Planning,
zero based analysis on centrailly spon-
sored schemes in agriculture, forestry,
irrigation and rural development will be
part of a major effort to economise
on governmental expenditure. The major
.debate on the VIl Plan still centres
around the rate of overall growth. A
member of the Planning Commission
pointing out that the good 1988-89
monsoon has resuited in agricultural
value added of 20 per cent and industry
of 8 per cent gives a growth rate for
that year of 11.6 per cent (and not
9 per cent as projected by the Econo-
mic Survey and RBI). Again with the
good monsoon being repeatsd in 1989-90,
agricultural growth will be based on
170 million tonnes foodgrains and indu-
stry growth at 8 per cent, giving an
overall growth for the year of § per
cent.- This means that for the VII Plan
a 6 per cent growth will be reached
with an investment of 23 per cent
and ICOR at 3.6 per cent. Under these
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conditions, he argues that for the VIi|
Plan a 7 per cent growth will be
easily attained at an investment of only
24.8 per cent (Rs. 6,27,000 crores) and
an ICOR of 3.5 per cent. There is in
this argument an underlying belief that
the level of the growth rate is solution
to our problems of poverty and inequality,
which is questionable as our past
experiences over 7 plans shows and on
assumption that we will in the VI|
Plan have the same bountiful monsoon
that we had in the last 2 years of the
VIl Plan, which also is questionable
in our drought prone country. Ths
World Bank in its report to the Aild
India consortium meeting in June (to
be referred to later) forecasts a 6 per
cent growth for the Vil Plan if reforms

ensure a) productivity improvements,
b) correction of low public sector
savings and budget deficits, ¢) a real
export volume of 10 per cent per annum.
The Planning Commission proposes a
package to increase farm exports in the
VIl Plan and suggests foreign collabora-
tion in fruit and vegetable processing
where there is export commitment. |t
states that the private sector will have
to play a greater role in the Vill Plan
as the bulk of the incremental growth
in industry during that period will have
to come from that sector. The Com-
mission favoures a reappraisal of FERA
to attract larger direct foreign invest-
ment during the VIii Plan. It proposes
that the replacement and mainténance
costs of assets be part of normal
working operations and not form part
of Plan, outlay. The VIII Plan HUDCO
loan target 1is placed at Rs. 4100
crores and the milk output target
at 67.5 million tonnes. The railways
states that they plan Rs. 41,600
crores investment in the VIl Plan
compared to Rs, 16,538 crores in the
VIl Plan.

Prices

Inflation during May was around 2
per cent with the wholescle price index
standing at 460.2 at May 27. This
price rise was due to the 40 per cent
rise in the price of newsprint, and in-
crease in the prices of wheat, rice and
pulses and sugar. Prices of tea, bajra
and spices declined. Remained un-
changed were prices of mustard, fuel,
power, lubricants, beverages, tobacco
and tobacco products. On a point
to point basis, this year's inflation is
8.8 per cent. Both to counter inflation
and keep the budget deficit within the
approved limit of Rs. 7737 crores, the
finance ministry has issued strict guide-
lines to all spending authotities to
contain their expenditure within the
limits set down in the 1989-90 union
budget. Following the recommendations
of the Rangarajan Committee, the
government announced that the whole-
sale price index which had 1970-71
as base is to be revised with
1981-82 as the base from July 1989,
The new revised series will have
a substantially enlarged coverage of
447 items and 2371 price quotations
against the 360 items and 1295
price quotations in the old series.
The number of primary articles ijs
increased from 80 to 93, the fuel,
power and light items doubled to
601, manufactures 334 in place of
274, The official release says that
the coverage has been rationalised
by including important recently emer-
ged items and deleting unimportant
ones. |In weightage tsrms, primary
articles get less weight at 32.295
8gainst the previous 41.667, manu-
factures 57.042 against the previous

48.874 and power, fuel etc. at 10.663
against - 8.459,
%
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Stock Exchange and Finance
Commission

The capital market has grown fast
from Rs. 550 crores raised in the V
Plan to Rs. 3680 crores in the VI and
an expected Rs, 21,500 crores in the
VIl plan. From the primary capital
market, the increase has been Rs. 165
crores in 1980-81 to Rs, 5600 crores
in 1988-89. In the secondary market,
the daily turn over has topped Rs.100
crores a day in Bombay. The other side
of this encouraging situation is that
only 1 per cent of people in India
invest in shares compared to 10 per
cent in industrialised countries, only 7
per cent of household savings are invested
in the capital market against 19 per
centin Japan and 25 per cent in Us,
While the potential in the country is
immense, the infrastructure has not
kept pace with the rapid growth of the
market. In this connection the proposal
for investor protection prepared by
SEBI and discussed at the Calcutta.
Madras meetings are timely. The inform-
ation to be sent forth in the prospectus
must meet the needs of both the investor
and the share issuing company. The
chairman of SEBI points out that in the
Vitl Plan Rs. 40,000 — Rs. 50,000 crores
will have to be raised and for this the
balance of investors interest against
those of the company must be realised.
The question of the merchant banker
signing the prospectus which has given
rise to controversy is needless and can
be dropped. The capital market can join
LIC, the banks and UTI in promoting
savings from the middle and lower
income group and channel them in
industrial investment. The launch of the
Certificate of Deposit (CDs) announced
by RBI in March 1989 will further widen
the range of money market instruments
and give investors greater flexibility in
deployment of their short term funds.



These CDs are in addition to the
Participation Certificate permitted by RBI
for banks to issue. On CDs, RBI has
issued guide lines which include the rule
that CDs issued by a bank should not
exceed 1 per cent of its total 1988-89
deposits. The Discount and Finance
House of India reports that the 182 day
GOl Treasury bills issued in November
1986 have not developed into a major
money market instrument because of the
less than expected response from the
major players in the market — banks and
the corporate sector. The Securities and
Exchange Board of India (SEBl) has
proposed creation of a capital fund to
strengthen the operations of stock
exchanges and’ 0. promote investor
education. RBI announced in June
changes in interest rates for US and Yen
deposits under the foreign currency NRI
scheme, reducing by 0.75 per cent the
interest rates. The government announced
in June that the term of the IX Finance
Commission is extended by 6 months—to
December 31, 1988.

Economy

The Ministry of Programme Imple-
mentation reports that in 1988-89.NREP
spent upto December 1989 only
Rs. 496.87 crores against an allocation
of Rs.812.91 crores, with 325.9 million
mandays against ~ the target of 370.4
million mandays, irrigation works upto
December 1989 were 11,000 compared
to 47,000 in 1987-88, in drinking
water there were 15,000 against the
previous year's 40,000 and rural roads
16,000 kms against the previous year's
44,000 km, In regard to bonded labour
NSS estimates the number as 3.45
lakhs, but the state lIdentified only
2.36 lakhs. The effect of Operation
Black Board on the drop out rate is
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not referred to, it declined from 67
per cent in 1970-71 to 52.1 in 1982-
83 before the Operation Black Board.
PLF in power stations stagnated at 53
per cent in 1988-89 compared to 55
per cent in 1987-88. Coal recorded a
lower growth of 7 per cent againgt
the previous year's 10 per cent. Now
the report of the ministry needs to
turn from the annual recital of inade-
quacies and failures in implementdtion
to proposing measures for rectifications
and redressal. Even as the |DBI grows
stronger, there are some questions
posed by the RBi on the source of
its funds, the cost of funds and the
interest rates. They are all interconnected.
SLR cannot provide all the tunds
required by IDBI and so it must_ resort
to the market and this wiill raise I8
interest rate. It resources can inCrease
if there is better recovering of loans
and more strict applications of viaoility
criteria vis a vis potential industrial
sickness. RBI suggests that the term
lending institutions can give up the
convertibility clause as that has not
helpad the economy. On poverty schemos
while IBRD wants the anti-poverty
schemes reoriented so that they move
faster and translate higher growth into
employment and real wage increasss,
it also calls attention to increasing
concentration of the poor in specific
regions and occupation groups ar}d
cites in the matter the sharp — fall In
poverty incidence in the south that
has left over three fifth of the poor
in the eastern and central India where
412 million people live on low wages
and lagging social services. It suggests
changes in revenue sharing arrange-
ments to target the poorer states through
larger plan allocations. A similar backlog

is in a futuristic study of India in

2021 which shows that the ton
of poverty and creating wﬁlll

employment by 2000 AD as envisaged
by the VH Plan is not realisable even
with a 5.5 to 6 per cent growth be-
cause of sharp fluctuations of agricul-
tural growth and the skewed distribu-
tion of income. It states that NRR=1
will be possible in 2015 when popula-
tion will be 1.2 billion. It refers to
the trend of increasing urbanisation
which will convert 2 million hectares
of land to urban use. It states that the
per capita availability of nutritional food
will be below the minimum and malnu-
trition will prevail even in 2021. it
forecasts that by the turn of the
century 45 per cent of the rural poor
will cross the poverty line. The abysmal
record on land reforms recorded at the
Planning Commission seminar is due
to the poor performance of most states.
The Ministry of Rural Development does
not know the real fand surplus and
even the amount of surplus land under
litigation. One estimate is that it
is 25 lakh acres, while the fand already
distributed is teported at 44.92 (akh
acres benefiting 41.772 lakh persons.
Not only is the land distribution sadly
and badly lagging, the elimination of
intermediate tenancies has become
complicated, so that oral and informal
tenancy arrangements are 30 per cent
of cultivated lands. And then there are
the benami holdings. The question
can be asked why are land reforms so
badly administered even as a plethora
of programmes — NREP, RLEGP, IRDP
& new JRY are set forth and some
like JRY implemented in a hurry at
break neck speed.Can computerisation
help the land recording? This needs
immediate attention. Dissatisfaction in
the National Wasteland Development
Board, particularly over the eucalyptus
trees which it was promoting, its fow
and slow afforestation schemes, the
absence of motivation and properly
trained staff, the lack of co-ordination
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between various implementing agencies,
the unreliable data collected on the
social forestry — all have led to the
closing down of the National Waste-
land Development Board and the
launching of the technology mission
into which it has been reorganised.
The mission should act on the vafuable
recommendations of the fuel wood
study committee of the Planning
Commission in developing a greening
strategy for the country under which
is developed both fast growing treds
for degraded areas along with tradi-
tional forest varieties in a balanced
manner to meet the ecological and
economic needs of the country.

Industry

Industrial growth, which was 12.1
per cent in March 1989, recorded a rise of
8.8 per cent for 1988-89 compared to 7.3
per cent for the previous year. Manu-
facturing rose by 8.9 per cent, power
by 9.4 per cent, mining 7.8 per cent.
The good growth performance in 1988-89
was due to buoyant demand conditions
arising from the resurgence of agricul-
ture. Government decided in June to
delicense automobile tyres and tubes,
which continues the earlier liberalisation
exempting MRTP companies from sections
21 & 22 of the Act and the fixing of
the minimum economic size at 1.5
million tyres and 2 million tubes. This
will enable the industry to meet the
growth in demand for its product caused
by the rapid expansion of the automobile
industry. The liberalisation policy for
the industrialisation of backward areas
has not had a good response. Out of
282 letters of intent issued in January-
March 1989 those issued for units in
the backward areas was 46.45 per cent
— 131 units compared to the 48 per
cent (72 out of 160) in January-March



1989. In the SIA delicensing registration
scheme also there is a decline from
115 out of 200 companies to 256 out
of 400 in the previous year. One of
the reasons for this poor response is
because the entrepreneurs are awaiting
the setting up of growth centres. Hence
it is good that the Union government
has asked the states to gear up their
rural development machinery to set up
100 growth centres to ensure the
consolidation and diversification of IRDP,
TRYSEM and DWCRA. A total of 61
growth centres is being developed in
the first phase. Metkem Silicon reports
that the total industrial production of
polysilicon wafers and their utilisation
in solar cells and photo voltaic module
contsiners are to be much below the
projections of last year. It is faced with
inadequate capacities of downstream
crystal pulling and wafering of poly-
silicon resulting in its working below
capacity, carrying a growing inventory.
The June 1989 overall Survey of the
Economic Times reports that the value of
production of 153 private sector compa-
nies in 1987-88 rose by 12.1 per cent
and their aggregate cost of production
rose higher at 12.7 per cent. So their
gross margin declined from Rs. 478
crores (2.2 per cent of the value of
production) in 1986-87 to Rs. 418 crores
(1.7 percent in 1987-88). The fall in
margin was due to increase in depreci-
ation (34 per cent), wages (13 per cent),
repairs (11.6 per cent) and raw materials
and stores (10.3 per cent). In the
public sector, 218 companies increased
their cost of production by 13.8 per cent
compared to the rise in their value of
production of 13.4 per cent. The interest
charges and depreciation were the main
cost factor and their gross margin
fell from 6.9 per cent in 1986-87
to 7 per cent in 1987-88. TISCO reports
for 1988-88 a record turnover of
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Rs. 1861.77 crores, a growth of 21.94
per cent and a high 30 per cent
dividend on its enlarged capital.

Public Sector Enterprises

The Bureau of Public Enterprises
reports that the net profit of Union
public sector units increased. by 50 per
cent in 1988-89 at Rs. 1000 crores.
The profit has increased from Rs. 2100
crores in 1987-88 to Rs. 3100 crores.
The petroleum sector has contributed
only 30 per cent of the profit so that
profits this year have come from steel,
coal, heavy engineeting and _ power
sectors. The companies leading in
profits are SAIL (Rs. 300 crores),
Air  India (Bs. 30 crores), scic
(Rs. 63 crores), IPCL (Rs. 95‘ crores),
HEC (Rs. 13 crores). The profits of the
petroleum sector is Rs. 318.7Q0 crores
while that of the non petroleum sector
is Rs. 661.64 crores. This turn around in
the profitability of the public sector
should be weicomed. 33 public sector
units under the Department of Industrial
Development report a 24 per cent higher
production in April 1989, with aggregate
production of Rs. 374.37 crores which
was 93 per cent of the target. The good
performers were BHEL (101 per cent),
Bharat Pumps (101 per cent), Bharat
Wagon (105 per cent), Bharat Opathal-
mic Glass (135 per cent), Cement Cor-
poration (128 per cent), HPFL (109 per
cent), Hindustan Salts (138 per cent),
Engineering projects (138 per cent), In
1987-88 despite reported profit of
Rs. 2100 crores, there were 102 com-
panies which made a combined loss of
Rs. 1718.77 crores, led by 1ISCO and
Sponge lron, One way of improving the
performance of these enterprises is to
protect them from government inter-
ference which was the basic reason for
the losses holding companies (HCs) like

SAIL, CIL, NTC, BYNL etc. But as the
Public Enterprises Selection Board states
these HCs only hold equityin the
subsidiaries which are separately can-
trolled by BPC. This should be ended by
establishing a clear division between
HCs which should have sole responsi-
bility for commercial decisions while
governments will have responsibility for
policy issues. The other problem is the
appointment of directors in subsidiaries
which is now being done by government
bureaucrats and should be turned over to
professional HCs. There is aiso urgent
need for personal and purchase policy
which does not exist til{ today.

National Production Front

Steel

In the ranking of the International Iron
and Steel Institute {1SS!), by 2000 AD,
SAIL will have moved up from the
current 13th position in the world of
steel producers to the 3rd, after Nippon
steel of Japan (26 million tonnes) and
Potong. steel of South Korea (20 million
tonnes) and SAIL (19 million tonnes).
This means adding 1 million tonnes
every year to the current SAIL capacity
of 8.4 million tonnes. There are other
deterring factors like the cost of produc-
tion of steel in which India held the
first place in 1975 increased now by 125
per cent compared to the cut of 26 pet
cent increase by Japan, 8 per cent in us,
6 percentin UK and 2 per cent in West
Germany. A key measure is reducing use
of energy which is 35 per cent of the
cost of production in India against 20
per cent in other countries. SAIL's plea
for ideal operating environment is not
convincing when compared with Japan
whose steel inputs come from far away
places. All this is some distance away
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from the low steel target which was
fixed at 75 million tonnes by 2000.
lowered to 45 million tonnes in 1980
and now lowered to & mere 25
million tonne. Upto now SAlL's
capacity is 15 million tonnes, Tata and
Vishakapatnam’s 6 million tonnes and 4
million tonnes from arc furnaces. The
accent now is on modernisation and
consolidation with no increase in produ-
ction capacity, which will face a problem
in 2000 AD. SAIL has called attention
to the fact that while it will continue to
produce 1.5 million tonnes of pig iron
against the demand for 2 million
tonnes and more, it should not
be expected to increase this low value
added item when it is equipped to produce
more sophisticated items. Hence the
further production of pig iron can and
should be opened up to the private sector
which can meet their growing demand.

Crude

ONGC states that the western off-
shore will contribute between 27 and
30 million tonnes annually during the
VIl Plan, up from the present 20 million
tonnes. The increased production will
be contributed by the new discoveries
and the Penna, Heema and Ratnafields—
all outside of Bombay High. On the
basis of the results of the 7 horizontal
wells in western offshore, the drilling
of horizontal Wells is expected to yield
large increases. A 1 per cent increase
in oil recovery from existing wells can
give the country an additionalt 30.5
million tonnes of recoverable reserves.
ONGC proposes to improve oil recovery
from its fields by 5 to 10 per cent
by upgrading technology. The VIil Plan
envisages an annual rate of production
of 43 million tonnes of oil and 27.46
billion cubic metras. of gas by 1994-95
which is a gquantum jump from the



current 15 million tonnes of oil and
13.60 billion metres of gas. Further,
ONGC also reports that it has finalised
a scheme to develop the Neelam field
45 kms from Bombay, where the first
structure yielded 1542 barrels a day
and the second 1685 barrels, making
Neelam a major oil field on which the
investment will be Rs. 1583 crores.

Coal

The coal production target for 1988-89
is 210 million tonnes, including 183.50
million tonnes by Coal India compared to
194.62 million tonnes in 1988-89. Coal
India reports a massive modernisation
plan involving investment of Rs. 14,000
crores during the Viil Plan which will
increase production from the current
171.85 million tonnes to 270 million
tonnes in 1994-95 and 350 million
tonnes in 2000. Meanwhile CIL reports
increasing pit head stocks because of
quickening production, slackness of
demand and some overestimations on
demand. The Geological Survey estimates
the country’s additional coal reserves at
2,213 million tonnes, with 2104 million
tonnes in the proved category, 1283
million tonnes amenable to open cast
mining. West Bengal has largest reserves
at 778.54 billion tonnes, followed by
Bihar 736. 52 million tonnes, MP 405.84
million tonnes and Maharashtra 244.94
million tonnes. Total coal reserves are
estimated by GSY at 1,76,330.35 million
tonnes in January 1989,

Non Ferrous

The winding wire industry reports
facing a difficult situation because of the
shortage of copper. Since October 1988,
the rather sudden 50 per cent reduction
in the allotment of copper has slowed
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production in the industry and has
affected the consumer industries—motor,
transformer, defence organisations, elec-
tronics and atomic energy The sugges-
tions to restrict the import of copper
scrap in the situation of scarcity to actual
users seems sane as it is the curtailment
of the rampant misuse of foreign ex-
change resources by traders,

Cotton and Sugar

The Cotton Advisory Board (CAB)
estimates the 1988-89 cotton production
at 104 lakh bales—comprising 6.63 lakh
bales of short staple, 46.41 fakh bales
medium st. ples and long and extra long
staple 50.96 lakh bales. Mill consumption
is placed at 98 lakh bales for the year
and non mill consumption 6 lakh bales.
CAB recommends export of atleast 2
lakh bales, comprising 1 fakh beles
Bengal deshi and one Iakh' bale of
extra long staple. This dilutes the
earlier government decision to expprt
6 lakh bales a year for 3 year starting
1986.87, on the basis of which a
favourable market for selected varieties
of Indian cotton has been created and
Indian cotton growers benefit from this.
In the interest of developing the long
term export market, the government
must act on the recommendation of
CAB for a minimum export of cotton,
On the sugar front, the January forecast
that the October 1988 — September
1989 sugar production would be 102
lakh tonnes against the previous year's
91 lakh tonnes and the government
decision announced to export 3 lakh
tonnes later reduced to 1 lakh tonnes
have all gone awry. It is now estimated
that sugar production will be 91-92
lakh tonnes (the same as last year),
that consumption will go upto 100 lakh
tonnes, resulting in dropping all kinds
of sugar export and instead a decision

to import 5 lakh tonnes to meet the
shortage of domestic supply. This will
mean a foreign exchange outgo of
Rs. 160 crores, which the country can
ilt afford. The downward revision of
production is attributed to lower reco-
very rates in many states and diver-
sion of cane to gur and khandasari
units which offer high prices than mills.
There are 2 actions needed. First, there
is need to contain the consumption of
sugar by allowing its _price to go up
and not increasing the free market
quota release. Second, there should be
some control over the prices offered by
the gur and khandasari units, which are
completely uncontrolled. There is strong
pressure to increase sugarcane produc-
tion from 180 million tonnes in 1987-88
to the 186.36 million tonnes in 1988-89.
This marginal increase can be secured
by better farming practices but any
large increase in this water intensive
crop is not in the interest of the
masses of the poor people of the
country or of agriculture.

Cement and Jute

Cement industry wishes to export its
surplus as a permanent factor of the
industry. There is a large foreign
demand for cement but at competititve
prices which unfortunately the Indian
Cement industry cannot provide. Thus
the major manufacturers report that
their export realisation does not
cover their costs, That is why the
industry aiming at exporting 4 million
tonnes a vyear, could export only
66,000 tonnes in 1988-89. The indus-
try reports a negative post tax net
worth which has slackened its capacity
creation. In 1989-90 addition to capacity
will only be 1.5 million tonnes. Two
actions are needed. Domestic prices are
tco high leading to curtailment of
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demand and they need to be reduced by
improved productivity. Second, on the
export side, the government needs to
provide a level of CCS that will make
cement export prices competitive inter-
nationally. On the jute industry which
is passing through a crisis, with the
union’s demanding reopening of closed
mills, nationalisation of the mills, ban on
synthetic packaging values, revision of
wage rates and payment of provident
fund, gratuity and ESI arrears and strict
enforcement of the 1984 tripartite agree-
ment, the mili owners blame it all
on official apathy, the fast changing
market complex and workers resis-
tance to technological compulsions. Of
fhe 72 jute mills in the country, 58 are
in West Bengal where over half a lakh
employees are out of work. Thereis
need for the Union and State govern-
ments, managements and trade unions to
sit together and develop a way forward.
Nationalisation is out. Workers unions
have officially declared that they are not
against technological upgradation pro-
vided they are consulted. Under these
conditions short term measures such as
mandatory use of jute packaging material
should be pushed along with the long
term solutions for developing new mar-
kets, expanding export and selling off
unviable units and investing the sale
proceeds in sunrise indusiries in which
the workers could be redeployed.

Agricultural Production

With the timely and bountiful onsst of
the south west monsoon kharif operation
are being actively pursued by farmers all
over the country. The timely onset of the
monsoon in the oil seeds producing
centres has brightened prospects of a
good kharif harvest., The Sourashtra
region of Gujarat has received 12
inches of rain and will produce its 25



per cent of the country’s aggregate.
The technology mission has taken steps
to improve the productivity and bring
more area under cultivation, using
minikits to distribute quality seeds. The
target for oil seeds for 1989-90 (Nov-
Oct) is 165 lakh tonnes covering ground
nut, sesame, soyabean, sunflower, castor
seed and niger seed. Similarly a two
fold strategy is being followed to raise
the production of pulses for which
a production target of 15 million
tonnes has been set. The produc-
tion aims at increasing the yield both
through expansion of the area under
pulses crops and increase in the producti-
vity. Inter-cropping of pulses with
cereal crops is becoming popular and
land left fallow in kharif to grow rabi
jowar etc. are being used to grow pulses.
Hence the 1989-90 agriculture production
should see a satisfactory cereal output
as well as of oil seeds and pulses
yield.

Foreign Trade

1988-89 ended with export earnings
of Rs. 20,281 crores (29 per centincrease)
and the first month of 1989-90, April
1989 records a heartening export earning
of Rs. 1957.7 crores which was 35.8
per cent increase compared to Apri|
1988, Impotts increased to Rs. 2278.23
crores compared to Rs. 2199.77 crores
in April 1988, thus reducing the April
trade deficit from Rs. 758 crores in
1988 to Rs. 320.53 crores in April 1989
— a large 67.7 per cent decrease.
Engineering exports increased by 57.7
per cent in 1988-.89, tyre exports were
Rs. 75 crores in 1988-89 and will be
Rs. 100 crores this year, and oil seeds
for the first time will be exported for
Rs. 100 crores. The government extended
the coverage of the scheme of duty
draw back on exportsto 16 more items
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ranging from tools made of high speed
steel, galvanised pipes to brass builders
hardwares and aluminium utensils and
pressure cookers. Plastic exports in
1988-89 increased by 128 per cent to
Rs. 120.28 crores. The 1989-90 export
target is still under discussions against
the previous year's level of Rs. 20,281
crores which may lead to a target of
around Rs. 30,000 crores. The 1989
turnover of Rupee trade with USSR,
Czechoslavia, Poland, Rumania and GDR
has been fixed at Rs. 9609 crores. The
major event in June was the decision
of the US government to invoke clauses
super 301 and special 301 of the Omnibus
Trade Act against India, with which
Brazil and Japan are clubbed. Under
super 301, the US government regards
the limitation of equity investment
(under FERA) by foreign companies as
discriminatory trade practice and the

exclusion of all foreign insurance
companies from operating in India
as also being discriminatory. Under

special 301 the US government holds
that India does not protect US
intellectual property rights adequately.
If these charges are finally upheld,
there will be various forms of reduc-
tion of India‘’s exports to the US.
While the question of tightening the
Indian legislation on foreign intel-
lectual property rights is a sound
issue and is under consideration, the
two cases under super 301 are not
discriminatory and even more are a
clear case of interfering in the internal
economic management of the country
and have to be rejected by India.
Most countries oppose the US Act and
OECD goes so far as to say that it
"threatens the integrity of GATT" where
negotiations are under way on trade
matters which will influence the econo-
mic and trade of member countries for
the next decade.

Loans and Aid

The major event in June in the loans/
aid field was the meeting of the Aid
India consortium in Paris on June 21,
when the World Bank and the countries
members of the consortium pledged
$6.7 billion for 1989-90, which was 6
per cent over the 1988-89 pledge
which itself represented a 16 per cent
increase. One reason why a greater sum
was not pledged was because a sum of
Rs. 20,0C0 crores of external loans and
grants are unspent in the pipeline
todate mainly because they are project
loans which cannot be disbursed faster
than the time it takes to implement
the project. There is also the shortage
of rupee resources which does not permit
speedier utilisation of aid. Further, in
an election year the government has
been reluctant to obtain more World
Bank aid involving structural adjust-
ments in the economy. The time has
come for a complete review of the
loan/aid policy of the country, taking
into account the desirability of reducing
aid as planned way back in the draft
fifth plan, reviewing the relation between
domestic and foreign savings and re-
sources and the question of commercial
borrowing vs equity investment. This
review should be made public and
presented  for discussion to Parliament
and on that basis the aid/loan policy
should be based. IFC has agreed to
grant the Ahmedabad Electricity Corpo-
ration a loan of $20 million as part
finance to its expansion. The Invest-
ment Finance Corporation of India is
negotiating a loan of $156 million from
ADB to meet foreign cutrency needs.
The International Fund for Agricuiture
Development is making a loan of $17
million for a women's development
project in Tamil Nadu. UNDP is provi-
ding $3 million to strengthen the Ocean
Engineering Centre at IIT, Madras. On
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raising loans from the international
commercial market, the Shipping Corpo-
ration has been permitted to raise $50
million from a Consortium of European
Banks, ICICI has been permitted to raise
$100 million from 3 Japanese and French
banks, and the Indian Bank in Singapors
has been permitted to raise $25 million
through a floating rate certificate of
deposit and IFCl permitted to raise a loan
of 12 billion Yen from a consortium of
foreign banks. On India’s foreign debt
the Economic Survey states that it is
Rs. 55,000 crores, QECD states that it is
Rs.75,000 crores and an Indian Express
statement places it at Rs. 96,000 crores.
All three figures are right on the basis
of the assumptions each makes. The
Economic Survey figure of Rs.55,000
crores excludes short term debt and NRI
deposits, the OECD figure of Rs. 75,000
crores includes short term debt and the
Indian Express of Rs. 96,000 crores in-
cludes NRI deposits and portfolio invest-
ments. The last figure is really the defini-
tive one (why the government excludes
short term debt from its statement
is not known) and what is clear is
that India’s external indebtedness is
large, heavy and places it in the fourth
place after Argentina, Mexico, Brazil and
needs attention,

International

IMF & IBRD

The major issue that concerned both
IMF & IBRD was the position of world
debt. IMF adopted in June broad guideli-
nes on Third World Debt strategy, in
particular for fund support for debt and
debt service reduction operation, which
is linked to medium term adjustment
programmes with a strong element of
structural  reforms. Similarly, [IBRD



annouuced also inJune its new debt and
debt service guidelines to help the
heavily debted countries over the next
3 years also based on medium terms
adjustment policies and not involving
transfer of debt on risk to the public
sector. An IMF survey shows that the
pace of international bank lending slowed
jn 1988-89 after several years of increase.
In 1988 net bank lending was $ 491
billion compared to a rise of $ 778 biliion
in 1987. But loans to the developing
countries excluding Bahamas, Bahrain,
Cayman Islands, Hongkong, Netherlands
Panama and Singapore fell by $12 billion
in 1988 against a rise of $19 billion
in 1987. IMF Managing Director has
called upon commercial banks to give
up their confrontational attitude and
give debt and debt service relief promptly
to third world countries for whom the
stakes, debt reduction is essential. The
previous Managing Director of the Fund
quantifies this proposal and suggests
a reduction of $125 billion in the debt
owed to commercial banks by heavily
indebted countries. The latest world debt
tables published by the World Bank shows
that while US, Japan and West Europe
have been boosting both their consum-
ption and investments in the 80s,
developing countries have lagged in both,
While the average Japanese used $ 5269
worth of goods in 1986 and $6206 in
1987 and the average West European
$ 6127 increasing to $ 6922, and the
average US citizen from § 7609 to $8957,
the average !l world person faced stag-
nant consumption in deep poverty.

UN Survey

A united Nations survey of its council
for Transnational Corporation states that
the share of developing countries in
direct foreign investment increased from
$ 2.4 billion in 1970-71 to $ 14.2 billion
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in 1981 but decclined to $10.7 billion
in 1988. As a share of the world total
it was 23 in 1970-71, 27 in 1981, and
22 in 1984, while the share of industrial
countries increased from 73 per cent
($38 biilion) to 78 per cent ($37.8 billion)
in 1984. The question of whether
direct foreign investment to developing
countries can be increased is examined
and the conclusion is that despite
various liberalisation measures to promote
foieign capital inflow, the prospects fof
the countries are not bright.

Developing countries statements

127 developing countries, some of
whom are on the US trade hit list
have at a conference in Caracas issued
the Caracas Declaration that a muiti-
lateral, comprehensive and concerned
approach is vital to solve contemporafy
North-South problems and that arbitrary,
unilateral actions by any industrlfil
country will only undermine the multi-
lateral economic system that has been
developed laboriously over the past 4
decades. Similarly the Group of 77 has
called the 1980’s the lost decade for
development as industrialised countries
by their protectionist policies caused a
decline in the growth of the developing
countries during this period. There is
need for a revival of the North-South
dialogue for the industrialised world to
create new markets for the developing
countries whose advances in 70s, —
primarily in improved health and educa-
tion — have been whittled away in the
80s by 81.3 billion debt that the third
world is struggling to pay. It cails for
urgent and effective international action
on currency, finance, debt, trade and
development, particularly a substantial
general reduction of capital and debt
setvice payments.

UNCTAD

The annual report of UNCTAD reports
that the 42 least developed countries
with 400 million people had, during
1980-86, an aggregate growth of only
1.9 per cent per year (compared to 3.4
per cent in the 70s), while their popu-
lation increased by 2.6 per cent. The
countries which are diverse in population,
territory, location and economic struc-
tures, shere a common feature in the
extent of poverty, utterly inadequate
health, education and transport facilities,
high exposure to natural disorders and
rudimentary economic structures with
declining agricultural productivity. The
data given in the report is mast sombre
— per capita GDP in 1986 was $227
for the jeast developed countries, $900
for all developing countries and $9838
for industrial countries, export per capita
for the 3 groups were $26, $255, $1235,
literacy vate 32,50,99 and so an. The
second conference on the least developed
countries to be held in 1990 will itis
hoped, not only identify and recommend
policies and measures but help in im-
plementing them to accelerate devslop-
ment in these countries.

i
IFAD

The International Fund for Agricul-
tural Development, which promotes rural

* *
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development in the Third World, is to
get $522. 9 million against a target of
750 million as its third replenishment.
At this instance OPEC developing
countries trebied their contributions to
15 per cent ($52.9 million), OPEC
contributed $345.5 million (matching $3
to every 1 dollar contributed by develop-
ing countries). The developing countries
trebling was due to India increasing
its contribution sharply to $10 milfion
which was followed by China and
Brazil.

GATT

_ The GATT meeting in special session
In Geneva on June 23 devoted the
entire session to a discussion of the
US Omnibus Act and its clauses
super 301 and special 301. The
developing countries, the QECD coun-
tries and the Scandinavia group were
extremely critical of the US act and
pointied out that if pursed it could
sink GATT. The US rejected the
criticisms and recognised its commit-
ment to the Uruguay round and
multilateral trading agreements. ft held
that there was confusion and mis-
information about Section 301. It is
to be hoped that the US assurance
is right and the Act is not pursued as
is being done to date.

* *

i Agricultural Development in Tamil Nadu

Paddy and other crops

With the onset of the south west
monsoon, farmers in Thanjavur, Kanya-

kumari, Tirunelveli, and Tiruchi have
began to grow nurseries and are most in-
sistent on receiving adequate waters from
Mettur. To demonstrate their concern



over having had to skip the kuruvai
crop for 5 consecutive years in the
Thanjavur delta over 1.6 lakh hectares
owing to the delay in the opening of
the Mettur reservoir on the scheduls
date of June 12, over 2 lakh landless
farm workers, including 1 takh women
small and marginal farmers on the
designed day, June 12 organised a
human chain demonstration starting from
Rajaji Park at Vedaranyam to the
Raja Raja Cholan statue in Thanjavur
town. This spontaneous response of
farmers and farm workers who lined
the 110 km route was a symbol of the
extreme haraship caused to them by the
denial of Mettur water., While the State
government was advised not to hurriedly
release the very meagre quantity of
water at Mettur, the Union and Karnataka
governments were urgently requested
to make ad hoc arrangements so that
waters will be available to the delta
“farmers. The State government on its
gside has fixed 80 lakh tonnes of grains
including 60 lakh tonnes of rice produc-
tion for 1988-89 against 57 lakh tonnes
" during the last year which was a
drought year and for this purpose is
making available to the farmers a) 24000
tonnes of quality seeds, b) 8 lakh
tonnes of chemical fertllisers including
zinc sulphate as a special nutrient, ¢)

training of 1000 farmers in each block’

in the biological control of pests and
d) Rs. 820 crores on subsidy for the
special foodgrains production programme.
Farmers in Cumbum valley are busy
sowing paddy and growing nurseries
as water has been released from the
Periyar reservair,

Research results

" Reseéarch reports in June cover a

report from CIAE Bhopal on a grain-

infestation detector it has designed,
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from TNAU on use of Triacontanal to
increase crop yields, from the research
station, Jagatal on the good results of
foliar feeding of nutrients, from the
Bangalore communication centre on the
use of of certain fungicide to increase
crop vields sharply, from the Tukkugada
water shed project on the growing of
a sturdy plant like khun that helps in
soil and moisture conservation, from
TNAU’s Paramakudi station on the
biological and chemical measures to
control the bug that destroys chilli
fruits, from Kerala agricultural university,
manuring centre on growing bush
pepper in small gardens, from Chem-
banakodu demonstrations on marketing
the yellow mutant of red banan‘as,
from the CTCR, Sreekariyam on growing
short duration varieties of sweet DOta':
toes, from the research institute, Madurai
on foliar application of phosphorous
for soya bean, from the Tutucorfn
research centre on the success In
induced breeding of sea cucumber, from
TNAU on the new varlety of redgram,
BSR-1, it has developed and the means
of controlling the flowering parasite of
sugarcane, from the Padappai institute
on five major constraints in oyster
mushroom cultivation and means of
over caring them, from Harrisons
Malayajam plantation on disease resistant
rubber strain - PB 217, from TNAU's
research station at Veppankulam as
means of countering some maladies like
barren nuts, button shedding of coconuts,
from Periyakulam's research station on
how to control the blackening of off
season neelam and  other mango
varieties, from Kodapannakuni‘s poultry
farm on means of countering the in-
fectious bursal disease of poultry, from
college of Veterinary and animal scien-
ces, Trichur on the treatment of vasi-
cular stomatitis in pigs and other
animals, from the agricultural ypiversity

Guntur station on means of increasing
milk yield from cross bred cows, from
TNAU’s Madras poultry station on how
to reduce obesity or fat accretion in
chickens and from the college of Veteri-
nary Science, Tirupathi on how to cure
inflamation in poultry flocks.

Tea

The tea industry in June welcomed the
substantial delegation of powers of the
Tea Board — on the sanctioning autho-
rity, on tea plantation finance schemes,
replantation subsidy scheme, tea area
rejuvenation and consolidation subsidy
scheme, interest subsidy scheme for
irrigation and drainage, interest subsidy
and new planting — to its chief regional
executives at Gawahati and Coonoor
which will speed the decisions and
actions and help achieve the 2000 AD
target of 1,100 million kg. The chief
regional executives can now receive,
scrutinise, sanction and disburse pay-
ments on all applications on area upto
60 hectares and for above that the
Deputy Chairman and chief regional
executive should act jointly. This dele-
gation will go a long way to reduce the
time lag between application and deci-
sion. There is partial decentralization on
tea machinery on irrigation equipment,
hire purchase scheme and tea packeting
and bagging scheme on which the
Deputy chairman and the chief regional
executive can act on 75 per cent of the
power of the chairman.

Coffes

The International Coffee Agreement
discussions in June have broken down
and this is a setback to India and
all coffee producing countrigs. The first
effect of the break down is the sharp
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fall in coffee prices from $1.15 a pound
to less than $ 1. The member countries
are meeting again in July but whether
that will resuit in an agreement is
doubtful. Even if a new agreement is
arrived at, there is insistance that there
should be no class of consumers called
non quota countries which are able to
extract huge discounts from small pro-
ducers like India. In 1988—89 for
instance Indian coffee production is esti-
mated at 2,20,000 tonne. The domestic
market consumers 60,000 tonnes. exports
t0 quota countries is 52 000 tonnes.
The surplus of over 1 lakh tonnes is
sold to non quota countries, notably
the USSR. This distinction is to be
abolished and all non quota countries
will then have to buy from the quota
countries. In this situation, India’s
first line of defence should be to expand
its ridiculously smail domestic market:
and the second action should be to
make coffee production more cost
effective so that it can be sold under
the quota internationally.

Rubber

The Rubber Board chairman believes
that india will reach self sufficiency
in rubber production in the next 3
years, In 1988-89 rubber production
was 200,000 tonnes and imports, 50,000
tonnes. The Board states that it has
identified § specific areas which will
increase rubber production within 3
Years. It states that more than 425,000
hectares have been brought under
rubber cultivation and another 16,000
to 17,000 will be added to it in the
current season. Some short term
measures are under way to increase
production. With. a government con-
tribution of Rs, 53.4 crores, the Board
is investing Rs. 73 crores during the
Vil Plan. The Board is over confident



of meeting the fast Increasing rubber
demand by 2000 by bringing more
areas under cultivation of rubber. The
North Eastern states, Tripura, Assam
and Meghalaya are emerging as impor-
tant rubber producers. This is necessary
and should be pursued. But the real
future solution to making the country
self sufficient is by expanding rapidly

* *
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the production of synthetic rubber and
to invest In it. so that India’s use of
natural and atrificial rubber which is
79:21 will bear a closer relation to the pro-
portion as that of industrial countries at
33:67. At the rate at which auto-
mobile and rubber using industries are
expanding, natural rubber will not be
able to meet this aggregate demand.

« *

Hll. Industrial Development in Tamil Nadu

Industrialisation in Tam_il Nadu

The general developments in the state
industries need comment. First, in May
and June there was a sharp fall in
coal supply because Tamil Nadu’s coal
from CIL was diverted to Ramagundam.,
But because of the heavy power cut
(60 per cent) on HT users, this coal
shortage did not bother the state’s
industries. Second, IDBI reports that
Tamil Nadu has moved to the first place
at all India leve! in sanctions to indus-
tries by IDBL. IDB! characterises Tamil
Nadu as an active state industrially, its
share of IDBl assistance moving from
the earlier 7 per cent to 10 per cent,
Though it has not attracted large union
investments, it has brought in small
and medium industries whose flow had
increased in textiles, oil, chemicals,
engineering, sugar etc. |n the 9 month
April-December 1988, Tamil Nadu had
Rs. 444 crores sanctioned (10 per cent
of the total) and Rs. 337 crores in
1987-88 (10.9 per cent). Third, the
State government announced in June
that it has declded to impose pollution
control conditionality for the clearance
of environment sensitive industrial
projects. For such units, clearance will be

given if pollution control equipment is
installed. This is in addition to the existing
environmental clearance of such projects
by Tamil Nadu Pollution Control Board.
The Board set up 2 monitoring uni.ts
to measure air and noise pollution.m
Madras city on June 29. The first
results show serious pollution by petrol
and diesel using vehicles and the noise
pollution being 50 per cent above. per-
mitted 90 dicebels at 9 ‘O’ clock in the
spencers junction,

Salem

Government announced in Juns that
orders have been placed for the purchase
and Installation of the second sendzimir
mill and associated facilities at the Salem
Steel plant at a cost of Rs.75 crores.
The second mill will be commissioned
by the middle of 1990 and will double
the present production of cold rolled
steel of 35,000 tonnes per annum. It
is also announced that the first lot of
Durgapur alloy steel plant slabs, hot rolled
abroad will be reaching the Salem plant
in early July for production of high
grade stainless steel for industrial and
domestic use. Salem has so far imported

hot bands from Japan and France at
38,000 tonnes and the Durgapur slabs
will now replace them. Salem is now
producing superior quality of stainless
steel conforming to the most stringent
international standards for high tech
applications and when the second mill
begins operation next year there will
be no more need to rely on overseas
supplies. Exercises are on to cut the
price of Salem steel on the basis of
various technologies and economies.
The Union government reports that the
Neyveli Lignite Corporation has massive
expansion plans afoot which will make
it a mega power station that can meet
the regional power needs of AP,
Karnataka, Kerala, Tamil Nadu and Pondi-
cherry. It is to be upgraded to produce 32
million tonnes annually and have a
total installed capacity of 4200 MW by
2000 AD with an .investment of over
Rs. 6000 crores. This is long way from
1957 when Neyveli started with gne
mine cut of 4 million tonnes, 6 units
of 50 MW each and 3 with 100 MW
each, to which 2 more units of 210
MW was later added.

BHEL and ONGC

BHEL reports a record turnover of
Rs. 2601 crores and a profit of Rs. 205
crores for 1988-89. It states that it has
exceeded the profit of CEB target for
commissioning BHEL sets It has made
progress in developing new photo typey
products and has entered electronics.
transportation and allied sectors. ONGC
announces that it is setting up gas
grids in the southern region as well
as in the north east and Gujarat for
using the large gas reserves optimally.
It is planning to lay over 150 km long
gas trunk pipeline net work in the east
and west Godavari basin. About 10
chemical and agro industrial units have
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been committed to using about 1,39,000
cubic metres of gas daily from Narasapur
and Razola wells. The location of gas
in Py 1-8 (38 lakh cubic metres of gas
a day) in the Cauvery offshore basin
has brightened the prospect of gas
availability in the basin. Gas is now
being supplied from Narimanam to a
steel mill and a ceramic factory at
Nagapattinam by a pipeline.

Pig iron and engineering exports

The raw material starved foundries in
the state expect better supply of pig
iron in July following the decision
of SAIL to produce it at the rate
of 5000 tonnes a day. The main
steel producers have now started
production and the first consignment
should reach the Coimbatore foundaries
in a week. The power scarcity in the
state and the south is preventing the
secondary steel producers from producing
pig iron. The Visveswaraya steels in
Karnataka is ready to produce pig iron
if Tamil Nadu or the Union government
gives it power. But neither has been
possible. CEA is seeking a practical
solution to the problem and now as
the Union power units have started
picking up, there may be power supplied
to these units, The special mission of
the Regional lron and Steel Cammissioner
to Trivandrum, Bangalare and Calcutta
to persuade the secondary steel producers
has not been successful. This means
that the pig iron needs in Tamil Nadu
and the rest of the country can be
met only by importing 2 lakh tonnes
in 1989-90. EEPC reports that engineer-
ing exports from the south amounted
to Rs. 272 crores in 1988 which was
a growth of 22.62 per cent. This record
could have been higher if the obstacles
like the general shortage of pig iron
and steel just referred to, power cuts



and steep increase in steel prices had
not occurred. Tamil Nadu was the
second largest exporter at Rs. 118.10
crores which was a 60 per cent increase
over the previous year. The exports
of scientific and surgical instruments:
aircraft accessories, steel fasteners,
industrial valves, stainless steel utensils.
bicycles and parts, air compressors,
food processing machinery and steel
forgings showed sizeable increase, The
1989-90 record has started well with
Rs. 166 crores at April 1 for the south.

Hybrid micro circuits and TASMAC

In its first major decision in the high tech
area, the State government has approved
a Rs. 8.90 crores joint project to manu-
facture hybrid micro circuits. The project
is to be set up by ELCOT with an NRI at
Hosur. The government is subscribing
Rs. 2.97 crores, ELCOT Rs. 77.34 lakhs,
the NR! 75 lakhs and the remaining
49 per cent is equity subscribed by the
public, The State government has also
approved "another Rs., 1.67 crore elec-
tronics project to make phase lock
sources and block down convertors,
This again will be a joint project with a
40 per cent participation by an NRI.
The State government announces its
decision to license state sponsored
manufacture of Indian made foreign
spirits (IMFS) through a new company,
the Tamil Nadu State Marketing Corpo-
ration (TASMAC) which will be a mono-
poly wholesale in the IMFS field. The
company is to set up 2 IMFS manu-
facturing units and Rs. 5 crores each and
1 beer producing unit (Rs. 10 crores).

SIPCOT & AAC

SIPCOT has decided to shift its exclu-
sive leather complex from Gummidipoondi
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to Tirupathur, The North Arcot location
has the infrastructure and a pool of
skilled labour. Only SIPCOT must make
arrangements for the proper disposal of
the effluents in order not to worsen
pollution in the district. The State
government has constituted an advertis-
ing corporation — Arasu  Advertising
Corporation (AAC) to deal with the
advertisements to the various depart-
ments, corporations and boards. It will
also impart training in mass communi-
cations to the officers of the state
governments,

MRF, SPIC and Kothari Sugars

Madras Rubber Factory (MRF) reports
that its project for making procured
treads for tyres at 6000 tonnes per
annum at Arkonam where the needed
infrastructure is available in its factory
has been cleared by the Union govern-
ment. The investment is Rs. 50 lakhs.
MRF faced strong opposition for its
project from Indag Rubber which raised
questions of capacity, cost, largeness
of the firm etc. But all these were
examined and the MRF project was
approved for its soundness. The good
performance of the company for the
18 months ending 31 March 1989
recorded a turnover of Rs.744.71 crores
(a growth of 60.9 per cent) and a
profit of Rs.55.47 crores was an element.
SPIC reports that it is promoting new
projects in engineering services, ships
for importing ammonia and phosphoric
acid and now it has obtained govern-
ment approval for a gas carrier which
is being constructed in South Korea.
It is promoting Mansli petro chemicals
and will be participating jointly with
Madras Refineries in the PTI project.
(See Vol XIX p23). It is also bran-
ching out in electronics at Maraimalai
Nagar and in Tamil Nadu Petro products

producing linear alkyl benzene. It
has invested Rs. 100 crores in moder-
nising its fertilier plant with which
it started. Altogether SPIC has turned
out to be a fast moving multi product
firm. Similarly the HC Kothari group
led by Kothari Sugars and Chemicals
is diversifying. It is putting up a
Rs. 18.46 crores polybutene plant at
Manali, a Rs. 256 crores nitro aromatics
plant and a Rs.36 crores maicic anty-
dride plant. The corporate plant of
the group will be investing Rs. 60 crores
in petro chemicals in the next 3 years.
Its sugar division is doing very well
with a record recovery of 10.99 per cent.

Handlooms and power looms

Both handlooms and power Ilooms
face problems in the state. The number
of handlooms has declined from 5.56
lakhs in 1973 to 4.5 lakhs today, due
mainly to the proliferation of power
tooms. The Union Handlooms Reserva-
tion Act which reserves 22 items for
handlooms has not reached the hand-
loom weavers as stay orders from the
courts have been obtained by the power
loom associations. Power looms on
their side, through the National Power
looms Action Committee has decided to
suspend production in power loom units
in Tamii Nadu from July to press the

government to take steps to bring down

the prices of all varieties of yarn to
the level of last January. All dyeing,
winding, warping and other units related
to powerlooms are to be closed and
no yarn is to be procured. This is a
serious situation because.while 25 years
ago textile production was 60 per cent
by composite mills, 25 per cent by
handlooms and 10 per cent by power
looms, today power looms account for
55 per cent, handlooms 25 per cent and
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mills 20 per cent of all textile production-
Power looms have been efficient but
their wage and employment policies
pose problems and this pause could
be used to look into and straighten
out some of these problems.

Leather

Exports of leather and leather goods
from the country increased by 29.20
per cent in 1988-89 and earned
Rs.1608 crores. There was a substantial
increase in exports of value added
items like footwear components and
leather garments and a noticeable
decline in semifinished leather. There
has also been a steep rise in unit value
realisation, the average unit value of
footwear was Rs. 132.40 per pair and
of garments was Rs. 860.19 per piece.
On this basis the 1989-90 target for
leather exports has been fixed at
Rs. 2000 crores by the Council for
Leather Exports. Product-wise, leather
garments recorded the maximum growth
at 57.48 percent followed by leather
goods at 53.03 per cent and footwear
components 31.74 per cent. Country-
wise USSR was the main importer
followed by West Germany and UK.

Private Sector reports

The annual reports of SPIC were
earlier referred to. Madura coats in its
report for the 9 month period ending
March 31, 1989 states that its sales
increased by 8 per cent, that its
engineering product mix improved bene-
fiting from modernisation and new
technologies and products, while closing
down losing segments. Its sales were
Rs 210 crores and profit after tax
Rs. 11.43 crores.

* ¥ »
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IV. Education, Culture, Science and Health

Educational reforms

This is the season June — when the
results of the high school and higher
secondary schools are published. In
general girlsfwomen have done better
than boys and the elite schools are
in the forefront of examination results.
On the other hand a city survey shows
that 5 years in the corporation schools
in Madras do not result in students who
know how to read or write simple
sentences. The situation in rural primary
schools is worse. Funds are not lacking
as the education budget in the state
has been increased by Rs. 100 crores
for 1989-90, The revised text books
have been supplied to standards 1, lI,
V, VI & VIl and those for standards,
I, IV & Vil are being sent at June end.
622 lakh books are being supplied to
117 lakh students, of whom 64 lakh
students receive free text books. Further,

the Union government reports that it
will open 50 more Navodaya schools

this year which has no relation to the
problem of the primary schools. The
State government has constituted 4 tier
teachers consultative councils to redress
the grievances of school teachers. With
the declaration of the school results, the
rush for college admission has begun,
The usual craze for admission to BCom
seats continues, leading to enormous
sales of admission forms at Rs. 10/-
each colleges earning a tidy profit. In
fact to meet the rush for college ad-
mission, Madras University syndicate
has allowed colleges to offer 20 per
cent more seats in all disciplines. It
also decided to introduce the semester
system without internal assessment in
7 colleges. An interesting development
is active participation of universities in

adult literacy programmes. In Kottayam,
the Gandhiji University joining with the
city colleges and voluntary bodies has
imparted literacy to the 7000 people in
the city who were illiterate, so that
Kottayam has become the first city to
have complete literacy. Bombay Univer-
sity has made Adult Literacy teaching
part of the undergraduate curriculum
and plans to use university and colleges
students to make Bombay compietely
literate by 1981 and when the census
will be taken. Mysore university has
introduced rural extension programme
at the undergradute colleges as part
of the curriculum from the 1989-90
academic year. UGC reports that its
six task groups on the infarmation
literacy net work project will be repor-
ting soon to make possible the launch-
ing of this multiple function service
cooperative, network project by March
1990. UGC announced in June that
a national qualifying test for lecturers
will be established from January 1,
1990 from which recruitment of lecturer
can be made. This centralization is a
retrograde step and will cause delays.
To promote the study of Indian philo-
sophy and India’s intellectual tradition,
the International Society for Indian
Philosophy has been launched in
Madras with the vice chairman of the
UGC, Prof. Satchidananda Moorthy as
its chairman.

Technical education

There is a stalemate over the T
entrance examination valuation which
is being boycotted by the IIT teachers
because of differences in the multiplicity
of grades. The institution of capitation

fees which characterised technical and
professional education in the private
colleges of Karnataka is being replaced
by @ system of tuition fees. The new
fee structure which gpply to these
private colleges is still high but it is
now open and legal. The Tamil Nadu
commission on private engineering
colleges has reported that only 5 out
of the 28 self financing engineering

“colleges possesses the needed infras-

tructure for providing sound engineer-
ing education. Next come 11 colleges
whose deficiences could be rectified,
followed by 7 colleges which are
to be given severe warning for not
providing the facilities and finally are
the 5 which are “in the hopeless
category”’. This is clear and the govern-
ment can act and not give into the
pressure for more seats in engineering
for which future employment is doubt-
ful. The State government states that
it has decided to introduce from this
year counselling for allotment of colleges
to students successful in the entrance
examination to professional colleges jn
order to expedite the admission procedure.
Also students will not be allowed to
transfer from arts and the science
college to professional colleges on the
publication of the results of the entrance
exams to the latter. The State gavern-
ment has decided to take over the
Sri Ramachandra Medical College located
in the Poonamallee High Road in agree-
ment with the college and repay the
Rs. 11 crores taken as loans by it to
financial institutions. Of the 176 acres
that the campus occupies 124 acres
belonged to the government. The
government has decided to locate the
MGR Medical university in the spacious
grounds of the ex-Ramachandra Medical
college. The MGR Medical University
is to have an Institute of Medical
Sciences and Research on the ex-
Ramachandra Medical college complex.
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The State government also announced
that a veterinary university on the lines
of the agricultural university is to be
established in Madras on September 15.
It will have several farmers training
centres and will conduct research in
various aspects of animal husbandry
that would help farming, poultry keep-
ing and cattle breeding. The govern-
ment also announced that a new agri-
cultural college will be established in
the first week of August in a Lalgudi
taluk village, Kumulur. The intake
of the college will be 56. This
would be good if it functioned Jike an
agricultural polytechynic for the sons
of farmers in the area. The state com-
mittee to suggest measures to improve
hospitals and medical education is at
work but is not receiving the public
help and participation it merits.

Satellite

Satellite 1-D which was to be launched
from Czpe Canaveral in the US has been
repeatedly postponed from May 31, to
June 9 and later to June 29. The
satellite was damaged after it has been
mounted on the launch pad because of
the malfunctioning of the hoist cable
and attached hook which hit the cable.
The damage to the satellite which seems
very serious is being assessed. [t affects
the TV and telecommunications facilities
of the country. The INSAT-! series have
had a sad and unfortunate history.
INSAT-IA launched by the Delta vehicle
from the US on Aprit 10, 1982 died
after 147 days in orbit, INSAT-IB launch-
ed from Kennedy space centre in August
1983 suffered a 6 day hang up of its
solar array and trouble in release of
its solar sail. Special manoeuvres were
executed to overcome these problems
so that it isin use to this day for TV
and telecommunications. INSAT-IC was



to go up with a US space shuttle and
an ISRO scientist but after the Challenger
explosion on January 28, 1986 killing
all its seven crew, all shuttle flights
were cancelled and so INSAT-IC launch
was postponed. It was restructured and
launched by the Ariane vehicle on July
22 1988 but has suffered a number of
problems — short circuit, loss of pay
load capacity and thermal and power
management problems, Now INSAT-ID’s
damage means that the TV and tele-
communications tasks of the country
will be affected as will the festival of
education videos for primary schools
which NCERT had been preparing.

Culture

The Comptroller and Auditor General
in his 1988-89 report to Parliament
criticises the Indian Council of Cultural
Relations for the 55 per cent short
fall in the implementation of its pro-
grammes. Out of 878 programmes in
the plan of action only 293 were
implemented and 93 which were not
in the plan were executed. It reports
that contrary to the official policy of
increasing contacts with African and
developing countries, more visitors and
delegations were sent to Europe and
US between 1982-83 and 1987-88.
Moreover incoming visitors far exceeded
outgoing visitors contrary to the guide-
lines, 9 troupes were sent abroad more
than once, dance troupes were spon-
sored to 3 different countries separately
within 3 months, there were more days
lived abroad by the troupes than
warranted by their performance. Artists
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and scholars who had travel grants
did not submit reports on completion
of their travel, most of the council’s
conferences and seminars were held

without prior financial appraisal, the
cultural window opened in Bonn was

done without proper assessment of its
need etc. It makes a sad account of
the way the country’'s resources were
wasted to which if the various Festivals
of India in UK, US, France, USSR, and
Japan and the Apna Utsav were added
It will make a very serious showing
of failures and short comings.

Health

The effect of demographic fundamen-
talism on the government’s family plan-
ing programme was assessed at an ISPS
seminar in Dharwar in June and the
conclusion were that unless policy
correctives are made in such matters
as the tradition of early marriage of
gitls or the desire for one or two sons
at all costs the programme will not
succeed. From this point of view the
Tamil Nadu programme in 8 districts
to delay the age of marriage of women
through providing training in some skills
and a monthly stipend to 30 women
selected from 8 villages is a good start.
Similarly the pilot project to cut maternal
mortality in 2 districts in the state
through upgrading PHCs is also on the
right lines. Also the 500 ICDS projects
being launched by the Union Government
making the number of projects 2236
as an effective contribution to family
welfare and increased literacy and

education.
L *

V. Employment and Labour Relations

KVIC announces that it is launching
a crash programme to generate employ-
ment for 100,000 people this year.

Under the scheme, Charka spinning units
will provide employment to 50,000
people in addition to the 1.4 million

now employed. The others will be
employed in 7 honey processing plants
6 fibre processing plant, leather units
paper making plants and a broad pro-
gramme of rural industrialisation. The
Jawahar Rozgar Yojana has deen expan-
ded from Rs. 2100 crores to Rs. 2626
crores to generate employment. The
State government states that it will
implement a scheme for providing jobs
for atleast 2 educated unemployed youth
in every village from 1989. Two high
fevel countries to supervise the employ-
ment exchange offices and industrial
training institutes have been set up by
the State government, the former under
the Deputy Director of the Department
and the latter under the joint director.
26 lakh persons are registered in the
Exchanges of whom 12 lakh were
degree holders and 50,000 post gradu-
ates. The Exchanges need to be worked
and supervised so that they promote
employment of the unemployed. The
World Bank is providing Rs. 10.5 crores
over 7 years to reorganise ITl's and
start a women ITI this year. The Indian
Labour Journal in its May 1989 issue
summarised the report on the minimum
wages act on the bauxite mines of
the country as follows: a) the minimum
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wages act 1948 does not provide for the
registration of establishments covered
under the Act and Bauxite mines report
on opening, abandonment, change of
ownership which shows that the labour
employed in smaller mines come from
near by villages and report for work
when they are free: b) there is high
incidence of closures of mines: ¢) the
proportion of unskilled labour is lowest
in captive (Public Sector) mines: d)
women were employed on unskilled
work: e) in the private sector mines
all the work is done by contractors: f)
88 per cent of the contract labour is
unskilled and the proportion of casual
labour is 55.6 per cent: g) wage levels
in captive mines were 3 to 5 times
more than prescrided minimum wages: h)
wage rates in different type of bauxite
mines vary widely from those in organi-
sed industry or captive mines: i) price
index since initial fixing of minimum
wages has risen by 486 per cent,
while statutory wages have risen
by 125 per cent during the 21 years
and j) 2.58 per cent of workers mostly
in the unskilled category employed in
other mines are not receiving the
prescribed minimum wages.

* *

VIi. Other Items

HEP

The Executive committee of the Inter-
nationatl Institute of Educational Planning
met in June in Paris. It had two
major items of business. First, it reviewed
and approved the draft V Medium term
Plan of the Institute which was on a)
comparative education, b) basic educa-

tion, ¢) educational finance, d) school
mapping and e) management problems
of education. Second, it also discussed
and established the biannual report of
the Governing Board to the General
Conference to Unesco for the years 1988
and 1989, assessing its annual training
and other training programmes, and
the research studies under technology,



diversification of education and the
decision making process.

HEP Seminar

One of the seminars in the IEP
strategic seminar series was held in
June in Paris. Attended by economists
and educational planners, it dealt both
in historical and analytical terms with
the problems of development today.
One of the insights which arose from
the seminar dicussion was the truth
that there could be economic growth
without development and equally that
there could be development with little
or no growth.

National Council! for Industrial
Harmony

The governing body of the Council
met in early June and reviewed the
follow up of the seminar on the draft
legislation on trade unions and indu-
strial relations (See Vol XViIl p430).
There was a discussion on the major
problems presented by the loss of values
in society and its effect on industrial
relations. It was decided to concentrate
the council's programme for the coming
year on this question of values in
society through seminars and lectures.

Adult Literacy

The occasion of the visit of the Union
Education Secretary to the state was
used to review and reorganise the state’s
adult literacy programme. The concent-
ration of the technology literacy mission
in Coimbatore District and its aim to
make the district completely literate by
1990 was reviewed and approved. Also
it was decided that a special mass
literacy drive by college and university
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students in Madras city should be
undertaken so that the 38 per cent
illiterates in the city are all made literate
by the time of the next census in 1991,
There was also a teview of the operation
Black board programme of primary edu-
cation where the good progress made
by the state was noted.

nc

The planning group of the Economic
Affairs Group of the India International
Centre met in Delhi in June. [t
reviewed the 1988 and the 1989
programme of panel discussion, seminars
and publications and expressed satis-
faction with them. For 1990, it
was decided to concentrate the
panel discussion in some 10 major
industries. Seminars on industrial per-
spectives of the country, liberalisation,
privatisation and economic administration
and management were proposed. The
group emphasised the importance of
bringing out the publication on the Vill
Plan perspectives on which the 12 panel
discussions would be completed in July
by December 1989. There was a panel
discussion in June on the VI Plan
prospects in education, science and
health. In the discussion, the importance
of containing the runaway population
problem was stressed.

RD! and AIBEA

There was a meeting of the Board
of Directors of Readers Digest in June
in Bombay. The Board prepared for the
Annual General meeting where the main
pusiness will be the approval of the
issue of bonus shares of Rs. 3 lakhs,
The Board also approved .the budget
execution, for 1989-90 and the prospects
for 1990-91. The 21st conference of

the All India Bank Employees Associa-
tion was held in Madras in June. It
was attended by 3000 representatives
of the unions from all over India. It
concentrated its 3 day discussions on
two main items — the improvement and
safeguarding of the conditions of work
of the bank employees and the campaign
to ensure that the public sector banks
are carrying out the purposes for which
they were nationalised, by mobilising
peoples resources and using them for
the priority sector established by the
RB! and government.
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July Development Seminar

Another paper from the May workshop,
Conjunctive use of Surface Ground
Water by S. Janakarajan appears as the
first article.

Second Article

A note on Future of Viilage Industries
—Part | appears as the second article.

Third Article

The statement of the 19th interdisci-
plinary workshop on Renewable Sources
of Energy appears as the third article.



MIDS News

D.r. A. Vaidyanathan attended the workshop on Zonal
Planning organised hy the Economic Affairs Group in the
India International Centre on 22nd July.

Dr. A. Vaidyanathan and Mr. S. Subramanian attended
the workshop on the Tamilnadu Integrated Nutrition Group
Project on 1st August.

Dr. A. Vaidyanathan attended the Director's meeting of
the ICSSR to discuss the procedures for award of institutional
Doctoral Fellowships on 9th August.

* * * * * » *

Mr. S. Subramanian presented 8 paper titled °
on Poverty in India’ at a conference on 'Perspectisvc::efo?ott::
Eighth Plan : Problems of Poverty, {nequality and Unemploy-
ment’, organised by the Economic Affairs Group of the India
International Centre at New Delhi on 20th July.

July Development Seminar

Conjunctive use of Surface and Ground Water in Tamil Nadu

by

S. Janakarajan
Research Associste, M1 D §

introduction

The ground water development in the
country has been quite impressive (share
of ground water imigstion in India
is about 40% in 1984) and this is
more pronounced in the State of Tamil
Nadu. The percentage share of canals
in the total net irrigated area (NiA) of
the State registered a small decline
from 369, in 1960-61 to 349, in 1984-85;
in the case of tanks the percentage
share ot NIA declined stesply from
38% to 279, for the the same period.
But there is a sharp increase in the
percentage share of NIA by wells from
24% to little over 38Y%,. This pheno-
menon is more striking in North Arcot

District, whete canal irrigated area 8
insignificant. The percentage share of
canals in the district declined from
about 79, of NIA in 1860-61 ta 2.6%
in 1984-85. The only available surface
source of irrigation in this district. is
tank, the area irrigated by which source
too decfined sharply from about 53%
of NIA in 1960-61 to little less than
389% in 1984-85. However, the percent-
age share of wefls in the total NIA
of the district which stood at 36% in
1960-61 shot up to 57% in 1984-85.
Again in this district, it is interssting
to note thst the proportion of area
irrigated by supplementing wells to total
net area irrigated by surface sources
was 16.4% in 1960-61 and rose to



23.8% in 1979-80. In Coimbatore
district on the other hand, the ared
under canal and well irrigation remains
almost constant over a period of two
decades from 1960 to 1980, irrigating
together about 97% of NIA. In 1960-61,
the percentage share of canal irrigation
to total NIA of the district was 42.3%
and rose marginally to 43.5%, in 1979-80.
The percentage share of well irrigation to
total NIA for the same period remained
almost at 549,. However, the proportion
of area irrigated by supplementing wells
to total area irrigated by surface sources
rose steeply from 2.5%, in 1960-61 to 89,
in 1979-80.! (See Table 1 for similar
information for other districts).

All these only indicate that ground
water irrigation is gaining much greater
significance in several districts of the
State, which also show that the con-
junctive use of surface_and sub-surface
irrigation is becoming more and more
common in command areas of surface
irrigation systems.

In this context, this paper attempts at a
modest level a discussion on the pattern
of ground water utilisation, in particular,
the phenomenon of conjunctive use of
surface and sub-surface waters in Tamil
Nadu with particular reference to North
Arcot District (where tank is the only avai-
lable surtace source of irrigation) and
Coimbetore district (where canal is the
only available surface source of irrigation).

2. Data Sources

This paper is based upon the field
survey carried out in the selected tank
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irrigated areas of North Arcot and in
the selected canal irrigated areas of
Coimbatore district. The former is a
series of system tanks fed by an old
system called Palar Anicut System (PAS).
This system feeds 317 tanks combined
ayacut of which is about 80,000 acres.
For the purposes of the detailed survey
15 tanks have been selected somewhat
purposively to cover various reaches
across main / branch channels as well
as to capture various characteristics of
tanks such as size, sources of supply,
number of villages benefitted etc.

The latter is called Parambikulam-
Aliyar Project (PAP), which is fairly a
new canal irrigation system, irrigating
an ayacut of 1.8 lakhs acres (the ayacut

is almost doubled recently) through the
net work of main / branch canals and

distributaries. For the purposes of detailed
survey, 12 distributaries from two main
canals have been selected. The field
survey was carried out at different

phases during 1986-87.

3. pattern of Ground Water
Utilisation

There are two ways of Utilising ground
water for imrigation. One, as the s?le
well irrigation and two, as supplementing
surface sources of irrigation. While the
former may be seen generally - in dry
lands (where there are no surface sources
of irrigation), the fatter may be found
in the command  areas of surface
sources such as tanks and canals. The
crop pattern and productivity in the areas
where wells serve as the only source
of irigation (i.9..in the so called ‘dry’

1 1| am comcerned with North Arcot end Ceimbatore district anly for the purposes of analysis in

this -paper.

2. The survey ‘was a pert of the Project funded by the Central Planning Commission. Title of the
Project : “‘Management of Ireigation and Its effect on Productivity under different Environmental

and Technical conditions”.

lands) will be completely different from
canal or tank irrigated areas. Unless
and otherwise ground water is available
in plenty, the generally observed crop
pattern in such dry tracts would be
coarse cereals such as ragi, maize, bajra,
puises, groundnut etc. Unless ground
water extraction matches recharge, even
in the areas where ground water is
available in plenty. the constant use of
ground water and overcrowding of wells
may result in depletion of ground water
source. Ultimately, due to the over
exploitation, the ground water table goes
very deep and that results in high cost
of ground water extraction. This has
infact been the case in several parts
of Salem, Periyar and Coimbatore dis-
tricts in Tamil Nadu, where the extraction
rate is much more than the recharge,
In Coimbatore district, which has a long
history of ground water irrigation, water
table during the 40 years preceding
1969 is estimated to be lowered by
as much as 16.5 metres.?

Neverthless, ground water use in
association with adequate recharge may
be extremely conducive and desirable
for crop production. The natural recharge
through rainfall may be helpful, in
particular, for those wells located in
the dry lands. But due to the frequent
failure of monsoon recharge is very
often found to be less than the extrac-
tion rate. Thus the natural recharging
through rainfall is unpredictable. But
the recharging through artificial means
such as percolation ponds, tanks, canals,
etc. may serve a useful purpose, but
may be restricted only to respective
command areas. However, fast recharg-
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ing in some canal commands results in
waterlogging causing drainage and
salinity problems (Dhawan, 1988). Hence
a proper management of surface and
sub-surface water is needed in the canal
and tank commands taking into account
the factors such as the availability of
ground water potential, pumping rate,
extent of recharging desirable and actual
extent of recharging, drainage conditions,
soil type etc.

4. Importance of conjunctive use

The conjunctive use of surface water
and ground water has become a very
serious issue in the recent times precisely
because of the strong felt need for
an integrated approach of water manage-
ment in the Indian agrarian conditions.
The Irrigation Commissions (1972) clearly
indicated the need for conjunctive use
and infact emphasised the importance
of taking into account the ground
water position while attempting on
river basin plans. Thus the lrrigation
Commission stated :

""Surface and ground water resources
are inter-linked. Therefore, inte-
grated studies are needed to cover
both the resources” (p51, vol. 1)

Seventh Five Year Plan also thrusts
so much on this issue and strongly
recommends that the existing irrigation
facilities could be put to the best use
if ground water irrigation is encouraged
in the command areas.* The National
Water Policy confirms the views of

Planning Commission and Irrigation
Commission :

3. See for a detailed discussion on this issue Palmgren and Jakobson (1982),

4,

“The conjunctive use programme under the vsrious development sectors would be co-ordinated

so that the existing Irrigation facilities are put to the best use and the gestation period of
irrigation utilisation under major and medium irrigation schemes is reduced’
Seventh Five Year Plen, 1986-90, Vol'll, P.80



“Integrated and co-ordinated deve- .

lopment of surface water and ground
water and their conjunctive use
should be envisaged right from the
project planning stage and should
form an essential part of the
project’’.®

5. The Concept of Conjunctive use

The Irrigation Commission (1972)
interpreted the conjunctive use as
follows :

“It can take the form of full utili-
sation of surface water supplies supple-
mented by ground water or the direct
use of ground water during the periods
of low canal supplies or canal closures,
It can alse take the form of irrigating
pockets exclusively with ground water
in a canal command, especially where
the terrain is uneven’ (p. 96, vol. ).
Scholars who have been working in
this area look at the conjunctive use
in almost similar angle. Tushaar Sha
(1988) suggests three ways of conjunc-
tive use: First, supplementing waell
water when either canal water or tank
water is inadequate and/or unreliable;
second, pumping the well water into
the canal to augment the canal
water  resources; Third, the canal
system itself should be designed in
such way to provide extensive irrigation
rather than to provide intensive irriga-
tion & thereby inducing farmers to go
in for well irrigation as a supplementary
source, Palanisamy (1988) and Venkata
Reddy (1988) confirm the superior nature
of conjunctive use in crop production
in their studies of use of well irrigation
in tank commands and canal commands
respectively. Dhawan (1988) in fact goes
a step ahead to argue that the well irriga~

tion in the command areas protects

farmers during drought years also. Thus,
he states,

“That ground water availability is
substantially enhanced from the seepage
of canal/tank water is well known.
Consequently, dugwells and tube wells
benefitting from such seepage are much
less affected by drought than those
located outside the commands of canals
and tanks ...... Farmers can substitute
more costly ground water for low cost
(from their private angle) surface water
whenever surface supplies diminish due
to drought. Such conjunctive users
of ground and surface waters are best
placed to withstand effectively the
adverse output impact of a drought’
(P. 187 Dhawan, 1988).

On the whole, from our foregoing
discussion, the following points emerge :

1) The surface and ground water
are interlinked and they complement
each other, Precisely for this reason
the price of ground water or the cost
of water extraction will be more
when the surface sources are deple-
ted and vice-versa. Moreover, the use
of either one of these sources con-
stantly for a long period of time may
prove dangeroys and may result in
ecological problems.

2) The use of surface water along
with ground water protects farmers in
the command areas to a great extent
from the vagaries ©of uncertainty of
surface sources. In effect, the conjunctive
use helps farmers to overcome the
chronic drawbacks of surface irrigation
such as irregular and inadequate

supply.

5. Govt. of Indis, Ministry ef water Resources, National Water Policy, New Delhi 1987, P.9.

3) If only canal or tank water is
used constantly over a period of time
salinity in the soil increases; it may
also result in water logging if there
are inadequate drainage facilities. Both
salinity and water logging may drasti-
cally reduce the crop vyield. But the
proper management of ground water
in the command areas may minimise
these problems to a great extent.

4) Wasteful use of precious surface
water may be conserved if well water
is also used along with surface water.
Motieover, by the conjunctive method
of irigat.on. larger area could be
brought under cultivation or in oti_wr
words, extensive rather than intensive
cultivation is possible if surface irriga-
tion systems are properly designed
(right from the project planning stage)
taking into account the availability of
ground water potential, number of
existing wells in the proposed ayacut,
number of wells feasible in the pro-
posed command with the available
ground water potential etc.

5) The degree to which farmers can
sustain the drought conditions, depends
to a great extent, the access to ground
water irrigation in command areas.
However, when there is a continuous
drought for more than one year, then
it may not be possible to. get out of
the grips of severity of droughts,

In the light of the foregoing discus-
sion on conjunctive use, ! shall present
below some evidences on the extent
of conjunctive use and its impact
on cropping intensity in the selected
tank and canal irigated areas in
Tamil Nadu.

6) Conjunctive use in the selected
tank irrigated areas — The case of
Palar Anicut System

As it has been mentioned earlier,
15 tanks fed by PAS have been selected
for the detailed survey. Of these, one
is a large tank having an ayacut of
6500 acres irrigating 14 villages. So, for
the purpose of our analysis we have selec-
ted ayacuts in the deepest sluice and in
the elevated sluice. In the deepest sluice
again sample plots have been selected
separately from the ayacut of a head
reach village and from a tail end village.
Since most other tanks are single
village tanks, sample plots have been
selected from the entire tank ayacut.
In effect sample plots have been selected
from 17 ayacuts. Size of the sample
is 40 plots from each ayacut, of which
5 are plots with wells. Such sampling
was done with the expectation that
only those plots which have wells would
receive well irrigation. However, our
survey showed that even the non-well
plots have access to well irrigation from
the adjacent wells — either own or
purchased well water.

Table-2 gives information on the
extent of conjunctive use in the sample
non-well plots during 1985-86, which
was a normal year. In terms of the
extent of conjunctive use in the selected
tank ayacuts, one gets quite a varied
picture : Firstly, one can observe two
extreme situations ; a) there are two
tanks (Paranthur and Neervalur) where
well irrigation is nil and the only source
of irrigation is tank. In these two tanks,
percentage of area reporting tank irri-
gation is of the order of 92.4% and
89.3% respectively, b) On the other
extreme, there are five tanks (Gafour
sluice, Perumbulipakkam, Poiganallur,
Tiruppukkuzhi and Vembi) where it is in-
significant or absolutely no tank irrigation.
In these tanks, percentage reporting
well irrigation is of the order of 509%,
67%, 39%, 659%, and 88Y%, respectively.
In between, there are 10 tanks where



percentage reporting tank irrigation only
varies from O to 66.7% and percentage
reporting well irrigation only varies from
0 to 66.89%

Secondly, if one goes by the strict
interpretation of the conjunctive use as
plots receiving both tank and well waters,
it is seen that only in few tanks such
reporting of conjunctive use is signifi-
cant (See Table-2). Forinstance, T+W
in KVP-LH is 42%, in Peruvalangam
37%. in Agavalam 709, in Thakkolam
58.4% and in Sirungathur 76%. In all
other tanks it varies from 0 to 30%.
However, it makes a lot of difference
if we slightly relax the definition of
conjunctive use as the plots reporting
well irrigation only as well as
tank plus well irrigation. The ratio-
nale for such relaxation of defini-
tion would be that wells in the
command area of tanks are recharged
from tanks and hence even those plots
which received only well water ineffect
used the surface water to some extent.®
We will see from Table-2 that under
the changed definition of conjunctive
use, i.e., area reporting (t+w)+w only,
is significantly high in several tanks.
For instance, KVP-LH (42%), KVP-Gafoor
(509%,),Peruvalayam (519), Agarvalem
(78.5%) Thakkulam (96.5%), Perumbuli-
pakkam (70%), Poigainallur (39%),
Thiruppukkuzhi (65%), Velur (66%),
Vembi (88.4%), and in Sirungathur (80%,).
It is low or insignificant only in tanks
such as KVP-L-T, Karivedu, Pudupakkam,
Paranthur, Neervalur, and kaliyur where
it ranges from O to 309%. This is
precisely because in these tanks, well
density is very low or nil except in
Kaliyur tank where well per acre is 0.21
but still area reporting (t 4+ w) + w
is only 21%. This is because, this tank
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receives almost regular and assured
supply from two other systems other
than PAS.

Thirdly, it is interesting to note that
in some of these tanks (Perumbulipakkam’
Poigainullur, Tiruppukhuzhi and Vembi)
tank is used basically as a percolation
pond for recharging purposes into the
wells in the command area. It was
infact specifically mentioned in the case
of Vembi tank where sluices have been
permanently closed and moreover in these
tanks farmers take absolutely no interest
in the maintenance work of inlet channel,
distributaries and field channels etc. In
other words, the traditional irrigation
institutions are defunct in these tanks.
while it reflects the intensity of conjunc-
tive use, it directly affect those who
do not have access to ground water
in particular resource poor farmers.

In Table-3 area benefiting from well
irrigation have been estimated for the
total tank ayacut and for the GCA of
tank ayacut using the sample well plots.
This data very much confirms an sample
data analysis reported in Table-2.

Table-4 demonstrates  differences
in cropping intensity between non-
well plots getting well irrigation and
non-well plots getting no well irriga-
tion and also differences between
own well irrigation and purchased well
irigation.  The difference Is also
clearly seen between normal year
(1985-86) and drought year (1986-87).
The following points emerge from this

table.

Firstly, it can be seen from the table
that the cropping intensity is much
higher for those plots which receive

6. For a detailed discussion on ground water recharge from surface sources and its impact on

productivity ses Dhawan (1988).

well irrigation-own or purchased - than
those plots which receive no well
irrigation.

Secondly, it indicates that the
cropping intensity is higher for those
plots which received own well imiga-
tion than those plots which received
purchased well irrigation. [n 1985-86,
out of 14 tank ayacuts except in three
tanks (KVP, LS-H, KVP-Gafoor, and
Vembi). in all other tanks cropping
intensity is higher in those plots which
received own well irrigation and in
1986-87, this phenomenon was seen in
all but one tank (KVP-LS-H).

Thirdly. it emerges clearly that those
plots which have access to well irriga-
tion in the command area sustained
the severe drought of 1986-87. This is
seen from the fact that cropping intensity
in 1986-87 differed very little in those
plots which had access to well irrigation
from 1986-86, whereas it was very low
and infact zero in 7 out of 14 tanks for
those plots which received no well irriga-
tion. Thus it reinforces the point that
wells in the command area serve a8 good
purpose of insurance against drought
conditions.

7. Conjunctive use in the selected
Canal Irrigated area — The case
of Parambikulam-Aliyar Project
(PAP)

In this canal irrigation system, for our
analytical convenience the sample farmers
in each selected distributary have been
divided into two broad groups, viz., those
who have wells (WW) and those who
have not (NW). The results are quite
fascinating and different from that of the
tank irrigation system discussed earlier.
Firstly, we will notice that the incidence of
wells in this area is quife high which is
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clear from the fact that the proportion of
area owned by WW farmers is over 70%
in majority of the selected distributaries
(i.e.,in 8 out of 12 distributaries). See
Tables 6a and 6b. Part of the reason for
such high incidence of wells in the
command area is that many of them
were dug long before the construction
of PAP. However, several of them
were deepened to a great extent and
also, ofcourse, new wells have come
up since the construction of this project.
But as a result of high concentration
of wells and due to frequent failure
of monsoon, the ground water table
has gone down very deep (at present
the depth of the wells range from 40
to 100 feet in this area). The yield
of water from wells is also reduced
to a great extent. Consequently, only
a limited area could be cropped with
the available well water in severa)
parts of this command area. Never-
theless, introduction of the canal irriga-
tion system have made a big change
partly because several wells in the
command area get recharged from the
canal water. We shall probe into this
aspect in detail in the following pages:
(See Tables 5a and 5b).

Firstly, we will see that the zona |
of PMC (Parambikulam Main Canal)
is better placed than the other zones
mainly because distributaries of this
zone are in the upper reaches of the
system. The advantage of being in
the upper reach of the system is
clearly manifested in the much higher
cropping intensity in the distributaries
of zone-1 of PMC than the distribu-
taries Of other zones. Such higher
cropping intensity is noticed both in
spell and non-spell years and also for
both NW and WW group of farmers.
For instance, 1985-86 was a spell
year and 1986-87 was a non-spell year
for zone-l1, but there is only little



difference in Cl between these two
years except that as one would expect
for NW group of farmers, Cl was
higher during the spell year than the
non- . spell year. This is because, when
the canal water flows, distributaries of
zone-l being in the upper reaches of
main canal, have easy access to water
and so they are able to raise one
full crop with the canal water. After
the canal water is stopped, large
majority of farmers in this zone use
well water (which are by then suffi-
ciently recharged by canals) for another
2 or 3crops. This is possible because
even when the water is stopped for
2zone-l, water will kaep flowing in the
main canal for other zones and so
several wells get recharged for several
months in a year. For instance, water
was released for Zone | from 15.2.1986
to 20.6.1986; but after a small gap, again
water was let in the main canal for
zone-Il from 1.9.1986 to 30.1.1987.

It becomes more revealing when we
compare the performance of Udumalpet
canal with that of PMC-Zone |. Although,
the distributaries of Udumalpet canal
get water along with PMC-Zone |, CI
in the former canal is less than one
in the year 1986-87 (which is a non-
spell year) for both NW and WW group
of farmers. Only in the spell year
(1985-86), ClI appears reasonable and
also one notices difference in the Ci
between NW and WW group of
farmers. This makes the point clear
that wells would serve a good purpose
only when there is a possibility for
sufficient recharge from surface to

subsurface.

Secondly, it is emerging that CI for
“WW farmers is much higher than the
NW farmers (in both spell and non-
spoll years) in 2zone-l. One can
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straightaway attribute it to the pheno-
menon of conjunctive use of surface
and ground water by WW group of
farmers. For instance, aithough 1986-87
was a severe drought year, Cl for ww

farmers in the distributaries of zone-l

was much higher (i.e., 1.68, 2.37,
2.09 and 1.54 respectively from head
to tail) than the NW farmers (ie, 1.13,
1.00, 1.14, 0.73 respectively from head

to tail). This is again the clear case

of wells serving a good purposg of
insurance against drought conditions
in the command areas.

In the second and third zones the
picture that we get is quite different.
In both these zones, the Cl appears
reasonable only in the spell year and
in the non-spell year it is less than
one or insignificant for both NW and
WW group of farmers (See Tables Ga
and Eb). In particuler, the proportion
of sample farmers having welis is over
90% in the zone-ill, but its impact is

not reflected at all in the non-spell
year. As stated earlier, one of the

basic reasons that could be attributed
for this phenomenon is that of location.
That the third zone being at the tail
end of the main canal, the advantage
that the upper zone distributaries (in
particular zone-1) enjoy is totally absent
for this zone. The main advantage is
that. as it has been mentioned earlier,
even if water is stopped for zone-l,
the water will flow in the main canal,
which provides almost constant recharge
throughout the year for majority of
the wells located in the command
area of upper disetributaries, But this
is not at all possible for zone-lll and
that is why aithough the density of
wells is higher in zone-Ilf (than the
other two zones) cropping intensity
is much lower than other two zones.
Thus it is clear that walls serve the

tion serves better since it

desired purpose only when there is
possibility for recharge and otherwise

there exists very little difference between
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NW and WW group of farmers, in

particular during non-spell years.

On the whole, while looking at the pat-
tern of ground water utilisation in these
two systems, the following points emerge:

Firstly, it has been noticed that more
and more pumping of ground waterin
the river/canal beds and in other
restricted zones results in the depietion
of surface sources of water, in parti-
cular at the tail end area of irrigation
systems. This is particularly true in
the case of PAS. Another dimension
of the problem, is that as more and
more wells come up in the ayscut (in
particular tank ayacuts) the cepacity
of tanks to withhold water is reduced.
Its direct effects are as follows: The
traditional irrigation Institutions which
took care of the maintenance and
water distribution network lost interest
and as a result tanks have been in
disuse in several villages. In our
survey of 15 tanks, in six of them
traditional irrigation institutions are
defunct and infact in one village, as
reported earlier, siuices have been
closed permanently. In effact, the tank
merely serves the purpose of a percola-
tion - pond. While it is desirable in
principle to use the tank water for
recharging purposes into sub-surface,
there is another dimension to this
problem. Who have taken such decigion
of closing the siuices of tank? Although
we have not probed into this aspect,
there is every reason to believe that
the decision must have been taken by
the leading land owners who have
greater access to ground water and
Who benefit a great deal by way of
getting regular recharge of water into
their wells. For them, the well irriga-

is much

more assured and controllable. However
in such tanks, the section that is
worst hit are those who do not have
wells or those of resource poor farmers
whose cultivation is entirely dependent

_ upon tank water. Such farmers, ulti-

mately resort to purchase of well water
from the adjacent well owners.

Secondly, it is interesting to note
while in PAS command water sales is
prevalent and absolutely not in preva-
lence in PAP command area. This is
because the conditions are favourable
for water sales in PAS and not soin
PAP. In the case of PAS command,
there is a possibility of regular recharg-
ing from tanks; ground water table
relatively is not very deep; and holdings
are very much fragmented. Whereas
in PAP, holdings are large; ground
water table has gone very deep which
results in high cost of water extraction,
there is no possibility for regular
recharging into the wells except in’few
places and so most of the wells yield
poor water supply which may not be
adequate even for self cultivation; and
the incidence of wells is very high
in PAP command.

Thirdly, some degree of stability is
achieved in agricultural production (in
both PAS and PAP) wherever there
is incidence of wells with adequate
techarge from surface sources.

On balance, one cannot deny the fact
that conjunctive use of surface and
ground water is much more superior to
both sole well irrigation and pure surface
irrigation. Now the question is, how
to plan, induce and encourage conjunc-
tive use in the command areas. A
serious thinking is necessary in this
line which should also take into account
the question of regulation and equita-
ble. distribution of both surface and
ground water for all sections of farmers.
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TABLE 1

2
entage of area irrigated by different sources TABLE

Proportion of area under conjunctive use (in percentages) in the

Proportion of sample non-wel} plots and waell per acre, 1985-86

area irrigated

Period Canal Tank Well  mentany wol
erio ana an ] mentary wells
to total net area 53t.  Tanks T+W W (T+W)+WT Ror Total Well
irrigated by \a. only only only Not culti- peracre
surface irrigation vated
1 2 3 4 5 6 1 :
Chinglepet 1951-52 2.38 84.52 11.47 16.12 . 416 O 416 239 344 1000 026
1960-61 189 78.20 17.10 1272 1. KVP-LS-H | .
113;0-71 2.94 g?.gg 18.55 156.26 2. KVP-LS-T 28 81 108 0 892 1000 028
9-80 3.22 : 32.71 16.21 7 ) 496 496 0. S04 1000  0.26*
South Arcot 1951-52 33.08 50.03 23.72 - 5.61 3, KvP-Gafoor 0.
}930-61 26.26 gs.gg 2212 1!7!.173 4. Peruvalayam 373 139 510 419 71 1000  0.04
970-71 25, 7. \ .
1979-80 2400 27.42 45 10.20 5. Agavalam 701 34 785 134 Bl 1000 04
North Arcot 1951-52 5.63 60.69 32.14 21.42 6. Thakkolam . 514 381 95 35 O 1000 0.8
1960-61 7.42 52.41 36.63 16.36 T 106 178 624 300 100.0
1970-71 477 44.21 4963 24.41 7. Karivedu 73 ' ' : 01000 0.01
, 1979-80 7.27 37.26 54.12 3.84 buli pakkam 27 668 695 0. 305 1000 0,25
Salem 1951-52 9.97 28.34 56.42 16.12 8. Perumbuli pakks . |
}geo-m }gm }8.63 61.3g 13.23 9. Paigainallur 0. 338 388 00 620 1000 0.16
70-71 .06 9.41 67.0 14.16 .
1979-80 7.27 37.26 64.12 28.23 10. Tjruppukkuzhi 0. 651 651 O 349 1000 0.0
Coimbatore :gm -52 23.72 3.42 69.88 2.% 11. Puduppakkam 30.0 0. 300 617 82 1000 0.02
60-61 1 26 54.47 .
1970-71 426'.37 2.13 - 2218; ‘ ‘g-gf ' 12. Paranthur 29 0. 29 924 47 1000  0.01
. 1979-80 43.30 1.62 ' . 0. ) 0. 893 107 1000 0.00
Trichy 1961-62 37.89 4010 1984 2.03 13. Neervalur : ‘
1960-61 42.11 » 33.7:; %; .gg g.gg 14 Velur 179 481 660 51 289 1000 0.20
1970- 3 5.0 . . -
1973-%3) 3%:32 37.96 30.05 2.06 15. Vembi 0. 884 884 O _11.6 1000 028
Thanjavur :351-52 34.92 2.40 833 g:g 16. Sirungathur 75.9 42 80.1 6.7 13.2 100.0 0.33
1938:9'1} 922? 48% 1.42 1.11 17. Kaliyur 21.0 0. 210 666 124 1000 0.21
1979-80 96.77 0.74 1.87 3.28°
Madurai 1951-52 30.56 30.86 36.66 8.10-
S 1960-61 33.00 29.01 36.44 6.1 . Notes:
1970-71" 30.04 26.36 4247 - 543 . .
: - 1879-80 23.84 26.10 49.20 3.90 * For the entire Kaverippakkam tank ayacut
Ramanathapuram }gg‘l) -g% 8':? 88.25 ‘:gg 20.66 4
80- . 89.20 10. 1480 - i i lus well
| 1970-71 0.17 8493 ~ 14.86 21.22 T4+ W = Adosst once in & yoar » plot should havs Tesened T el only 1
1979-80 0.13 82.16 17.67 27.00 irigation. 1t also includes Tank only in one season and well only in
Tirunelveli 1961-62 17.72 652.96 28.41 113 the second season in the same year. .
- R 1960-61 1414  ©57.68 27.63 1.04
1970-71 14.10 . 47.10 39.96 6.32 T only = It will be either Tank only and Tank plus Rainfall N J -
1979-80 12,61 48.12 38.30 463
Source : Season and Crop teport (Various Issues). W only = It will be either well only or well plus Rainfatll )(W }-‘\ N’]ﬁ!ﬁ»u
- ' (Source : Survey) ‘ ‘ / o
a.7e

N B
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TABLE 5-B
Gross Cropped Area (GCA) and Cropping intensity (Cl) for the selected distributaries for

WW (with well) and NW (No well) farmers in 1985 - 86 (Area in acres)

Disttibutatry Sample farmers NW Sample farmers - WW  Proportion of

last

spell

Year of

latest

Year of
area owned by

Ci

GCA Gl Plot GCA

Plot
area

{miteage)
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No.
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47.12 7396 157 237.48 55350 233
56,78 80.61 1.42 156.59 303.79 1.94

3295 36.60 1.11 156.13 275.92
105.35 166.88 1.58 203.70 349.29
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3.7.330
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1.77
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to
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i
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<
MM
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58.31
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- do—
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Survey)

(Source :

PMC — Parambikulam Main Canal

KPBC — Kovil Palayam Branch Canal
U.Per canal -— Udumalpet canal

Note :

PPBC — Pudupalayam Branch Canal
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The Future of Village Industries” - Part 1

I am greatly honoured by the invitation
of the Andhra University to deliver the
first Professor N. G. Ranga Endowment
Lecture. Professor Ranga is among the
leading academicians in our country,
who, rasponding to the call of Mahatma
Gandhi, has devoted his life to the
causae of the vast millions of people In
the rural areas of ourland, identitying
himself with them and organising pro-
grammes of constructive work for their
upliftment. He continues his noble
mission even today at the national level,
But | imagine that to him and people
of his generation who had thrown them-
selves into the Freedom Movement with
conviction and zeal, it must be 2 matter
of pain and concern, that even aftar
four decades of development activities
in Independent India, and notwithstand-
ing many creditable achievements, the
condition of life of millions of men,
women and children in the villages
remains what it has been for ages.
But what of the future? Are there
reasons to believe that they can hope
for a tomorrow that will be different ?

in order to concentrate on these
questions, | have chosen as the topic
of this lecture the Future of Village
Industries. The choice of the topic has
been partly because of Professor Ranga's
own specific interest in these industries.
But there has been a broader congidera-
tion too. Village industries have had
a specisl place in our socio-economic
system. Gandhiji had chosen them 85
the symbol of India’s glorious past and
of the destruction that the British rufe
in India had brought about. He accepted
their revival as one of the major weapons
—at pnce economic and ;‘)mixic_a!——in
the fight against the foreign ruters. And
he was certain that even in Free India,
village industries would be the kingpin
for the reconstruction of the economy.
To him, therefore, the past and the
future were linked through village indu-
stries. Some of these Ssentiments,
possibly in subdued tones, have found
expression in our Five-year Plans
also, especially the earlier ones, and
even in the mofe recent ones village
industries occupy a fairly prominent
position.

»

Abstracts of Part | of the paper by Dr. C. T. Kuriea far the Prof. N. G. Ranga Endownment fecture heid
8t the Andhra University on Janusry 31, 1989.

What | propose to do, therefore, ts
to make an appraisal of the position
of village industries in the Indian
economy since Independence and to
consider the role they are likely to play,
not in the distant future, but in the
next few decades. Let me indicate what
! bring within the category of 'village
industries.” It is rather difficuit to define
them, but not too difficuit to identify
them. One way to identify them is to
say that they are the kind of industries
that found place in Gandhiji's village
reconstruction programme, and hence
they may be thought of as the “tradi-
tional industries’’ of India. That descrip-
tion may, at times, turn out to be
ambiguous because it is sometimes used
to represent all industries other than
the more recent ones and in that sense
will include the mill sector of the cotton
textile industry, which will be excluded
from my treatment of village industries,
A more professional term is "'pre-capitalist
industries.” but since they continue into
the capitalist period, the expression
should not be given a literally temporaj
connotation. "‘Village industries” should
not also be identified too closely with
rural areas in a spatial sense. In fact,
one of our feading village industries,
the handloom industry, is turning out
to be more of an urban industry in
terms of location. In my treatment of
village industries | do not include the
modern small-scale units aithough in
policy pronouncements and official
statistics, village and small scale indus-
tries are clubbed together. | will have
some comments about this aspect
subsequently.

n

A quick look at the past may be
helpful to clear the decks. The recently
published ~—~ ‘The Cambridge Economic
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History of India’t brings together con-
siderable historical evidence about village
industries in the Indian society of the
pre-British period. The survey of non-
agricultural production of the period from
about 1200 to 1750 says. '‘There is little
teason to doubt that the bulk of the ruraf
manufactures in this period, as earlier
and fatey, were produced by hereditary
artisan castes bound to the dominant
agricultural castes by traditional ties of
the client-patron relationship and collec-
tively maintained, like their fellow service
caste-groups. Hereditarily fixed shares
of the village pioduce, supplemented or
replaced in some cases, grants of rent-
free Jand or cash payments, constituted
their main income.””? This description of
the position of the rural industries within
the village economy according to the
jaimani system is well known. But there
are some other aspects of this socio-
economic system which are, perhaps, not
as well-known.

The first is that from very early times
there was, apart from this ""community”
segment of tural artisans, a ‘“‘non-
community”’ segment and that weavers
and oil pressers belanged largely to the
latter.® A section of the weavers certainly
had client-patron relationships with the
nobility in the urban areas, but the
significance of the presence of the
"non-community’’ segment is that some
parts of the village industries had, long
before the arrival of the colonial forces,
come under the commadity-money
domain.

When an economic activity comes
under the commodity-money domain
where the integral link between pro-
ducers and consumers characteristic of
the jajmani system is snapped, a process
of intermediation becomes necessary
which Opens up the role of merchants.
Fairly soon the role of the merchant



yields place to the rule by merchants.
This happens in a variety of ways. The
merchant must not only dispose of the
finished products of the producers, but
may also have to provide them the raw
materials. This dual dependence on the
merchant paves the way for indebtedness
and to the emergence of merchant
capitalism which takes manifold mani-
festations. Several of these manifesta-
tions of merchant capitalism were
prevalent in the Indian economy before
the colonial period and it is reasonable
to assume that a not insignificant section
of village industries was under the
domination of merchant capitalism,

Secondly, ““in striking contrast to
India’s preeminence as an exporter of
manufactured goods, her technology was
remarkably backward in comparison
with the other advanced civilizations of
the period, especially Western Europe
and China. Her world famous textiles
were produced without the aid of multi-
spindle wheels known to China from
at least the early fourteenth century
and, of course, she had nothing to
compare with the water-powered throw-
ing-mills with 200 spindles of the Italian
silk industry,”*

Thirdly, again, in contrast to the
splendour of the product, the producers
themselves were of rather low estate.
Not only were they lower in the caste
hierarchy than those who were involved
in agriculture, but their earnings were
very low, and they were subjected to
the extortions by the village headmen,
the nobles who were their customers
and the middlemen* The Cambridge
Economic History of India states that
there are no dependable estimates of
the artisans’ income where they worked
as independent producers, but provides
data on artisans’ wages, and on that
basis arrives at the conclusion; “The
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artisans’ wages in real terms could
vary from bare subsistence to a reason-
able degree of comfort. If the maximum
wages are any indicator, such incomes

afforded no scope for savings that could
lead to accumulation of capital.””s

Fourthly, the social system within
which the rural industries were situated
considerably restricted the scope of
organisational diversity. As is recaorded
in the Cambridge Economic History of
India, “it was virtually impossible for
an artisan to aspire to a higher social
status and, one imagines, like the un-
touchable who accepted his untouch-
ability as part of a God-given order,
the manufacturer accepted his economic
as well as his social situation as un-
alterable facts. The artisans-entrepreneur
is an unlikely, and at best a very excep-
tional product of such a society.”"

These considerations indicate that the
mental image that many of us may
have about the nature of the traditiona
industries of India during the pre-British
past may have to be substantially revised.
True, they had been known in those
days in India and outside for the quality
and elegance of the goods that they
produced. But such products constituted
only a very small component of the
wide variety of goods produced and
services rendered by the rural artisans
of that period. By and large, they pro-
duced goods required by the villages
and the commoners in urban areas. They
belonged to the lower sections in ¢
highly stratified society with little chance
of vettical or horizontal mobility. They
relied on technology that was inferiol
by contemporaty international standards
and their productivity was very low.
Their earnings too were low, usually
at or just above subsistence level, and
frequently they were the victims of the
exploitation of the village headman, the
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nobility and tha merchants with whom
they were connected occupationally and
socially, and to whom they had to
yield because of their inferior position.
Let me, again. borrow the words of
the Cambridge Economic History of
India : “Virtually every relevant feature
of the economy, society and state was
designed to hold the artisan firmly down
to his lowly place in the scheme of
things allowing very little scope for
upward mobility or differentiation. Nearly
every foreign observer spoke of the
relentless tyranny suffered by the artisan,
a description confirmed by the indigen-
ous accounts of the manner in which
sair duties on manufactured goods weré
collected and literary references to extor-
tions by even the village headman.
The whip and cudgel were freely used
not only by the noble’s minions ° but
the middlemen as well.”’?

It is into such a situation that the
colonial forces entered. Since colonialism
represented largely merchant capital, what
happened during the colonial pericd ‘was
a more systematic, widespread play of
merchant capitalism. Some aspects of
the impact of the colonial regime on
the traditional industries may also be
noted. Contrary to what may be expected,
the colonial impact fell most heavily
on the more advanced segments of
traditional industries. According to a
scholar, “The most developed elements
of India’s national economy were threat-
ened most of all. Accordingly, foreign
competition largely crippled those areas
where relations of production and social
division of labour were the most mature.
The urban artisan industries which
catered for the emergent national market
and went through the early stages of
capitalist development were hardest hit.
The rural artisans offered a far stiffer
resistance.”’® For instance, it was the
high quality shirting that lost out to

British competition first. Inferior varieties
contained partly because the imported
goods were no substitutes for them
considering the very low economic
position of their clientele, and partly
pecause of the natural protection that
the interior areas possessed in a vast
country Wwith limited transport  con-
nections. The more advanced products
lost out also because their clientele,
the nobility in the urban areas, was
wiped out or changed over to the more
fashionable imported goods. - Since the
more advanced among the traditional
industries were the ones to go under
because of the colonial impact, the
ones that survived were the more
primitive ones in terms of technology,
productivity and earning power. Some
of these have continued to survive into
our own times.

Another group of the artisans who
showed considerable tenacity were the
blacksmiths and carpenters because they
were both essential for the preparation
and repair of agricultural implements.
Of these two, again, the carpenter did
less repair and more original work than
the blacksmith. Consequently, as the
late Prof. Gadgil points out, his position
became worse.® The introduction of
the iron canecrushing press, for example,
undermined very greatly his position
in the sugarcana growing tracts. The
same may be said of the introduction
of the iron plough. Such technological
innovations were rare during the colonial
period, but it brings out another feature
of the impact of calonial rule on tradi-
tional industries ;: those that had links
with agriculture survived as long as
agricultural technology itself remained

stagnant.“’

Those survived too who found ways
to fall back upon land. Thus the decay
of urban industry heightened the pressure



on land, and made it necessary for
artisans to take on agriculture too to
make a living. Perhaps another signi-
ficant section retained their traditional
occupations by attaching themselves to
merchant capitalists or becoming wage
workers in manufactories that began
springing up more rapidly thanin the
earlier period.

There is no doubt that during the
colonial period the position of the
artisans became worse than in the pre-
vious centuries and their relative position
vis-a-vis those in modern industry be-
came very pronounced. Thus “in 1908
and 1909 an average oil-maker in the
Akola district earned Rs. 9-10 a month,
a blacksmith between Rs. 40 and Rs. 50,
a carpenter up to Rs. 20 a month, while
a second class machine operator earned
Rs. 65 and first class operator, Rs. 140,
in addition to living accommodation,
lighting and heating facilities.1! What
was, in fact, more debilitating for the
artisans was that the traditional socio-
economic relationships of their existence
were rapidly disintegrating, with little
hope that something new would take
their place.

Under the impact of capitalist develop-
ment disintegration of this kind of pre-
capitalist production operations and
socio-economic relations was experienced
in many other parts of the world,
especially in Europe and Japan.!' The
Indian experience, as also the experience
of most other countries in Asia that
came under Western colonial impact,
however, had a distinctive aspect about
it. While in Europe and Japan the disinte-
gration of pre-capitalist production was
caused and accompanied by the steady
growth of capitalist production, in India
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the disintegration was caused sut
stantially by capitalist trade not suffici
ently accompanied by growth of capitalis
production. This is the backgroun
against which the .future of villag
industries came to be discussed durin
the Freedom Movement. The issu
was how to ensure the immediat
sustenance of large numbers of worker
continuously being threatened by th
disruptive process while at the same tim
assuring that over time through techno
logical improvements and increase
in labour productivity there would b
an escape from the self-defeating
reliance on lower forms of production.

Any realistic approach to this problem
must take into account the twin aspects
mentioned above, viz., the need 10
provide sustenance for millions of
people today and the need to enhanqe
productivity tomorrow. The problem is
one of balance. Unfortunately there are
no easy guidelines as to how a society
consisting of diverse elements anc
diverging interest groups can balance
the claims of today and tomorrow anc
so, not surprisingly, this issue of choice
becomes very controversial both on
ideological and theoretical grounds!
And, as it frequently happens in discus-
sions relating to major social problems,
ideological and theoretical considera-
tions tend to get mixed up as well

What has come to be known as the
Gandhi-Nehru controversy on village
industries is the best example of the
treatment of the problem at the ideo-
logical level. A careful reading of the
pronouncements of the two leaders on
this guestion will show that they bott
wished to arrive at some sort  of
balance between today and tomorrow,
Thus, while Gandhi was the champion
of village industries, he was nol
altogether averse to technologica!
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improvements per se. In fact, he had,
on one occasion, announced a prize of
a lakh of rupees to anyone who
invented a ‘charka’ with higher produc-
tivity capable of being plied and
repaired in the villages, and was a
great admirer of the sewing machm_e
because he perceived that it consi-

~ derably reduced the drudgery of labour.

And vet, it is also a fact that in the
approach to the problem of village
industries Gandhi was guided by
ideological considerations of the virtues
of village self-sufficiency, the moral
superiority of  self-employment and
opposition to an industrial civilization.
And, of course, he had a taFtical
consideration as well. The emphasis on
village industries was necessary to
mobilise the rural masses and the
broader principle of swadeshi .to win
the support of Indian capitalists in
the fight against the British. On the
other hand, Nehru, the champion of
modern science and technology recog-
nised the need to continue and support
traditional industries: On Khadi he
wrote : "It will do immediate good,
part of it more or less permanent,
most of it temporary. It will help the
villager in his present distress and
revive certain artistic and cultural

‘values which were in danger of dying.

But insofar as it is a revolt against
machinery and industrialism it will not
succeed.”'* The ideological debate is
not a thing of the past either. It still
continues. The arguments come nhot
merely from those who are sometimes
described as Gandhian fundamentalists.
There are modern ideologists who pro-
pagate the efficiency of the market
and hence will not take kindly to
reservations and subsidies. There are
those who are convinced about the
scientific superiority of wage employ-
ment over self-employment, and so on.

At the theoretical level the debate
manifests itself as the problem of
choice of technology. As many of us
will recall, there was a lively debate
on this aspect in our country in the
mid-fifties with special reference to the
traditional and the modern in the
production of cloth.'* While that debate
was on applied aspects, based on it
a "pure theoretical’’ treatment has also
been made.!* The essence of the
theoretical argument was that while in
a labour abundant economy a labour-
intensive technique would provide higher
income and employment in the short
run, even in such. an economy a
capital intensive technology which has
a higher reinvestment possibility would
ensure higher income and employ-
ment in the long run. It was shown
also that a time horizon could be
specified in terms of which the
choice could be effected. That formu-
lation emphasised, rightly | feel, the
significance of the temporal dimension
in the choice of technology as against
the atemporal factor-proportion frame
within which it used to be presented
leading to the argument that the appro-
ptiate technology for labour abundant
countries is labour-intensive ones and
for capital abundant countries capital-
intensive ones. However, the point to
note is that neither of these two
approaches could be accepted as a guide
to policy although policy makers frequen-
tly invoke either the one on the other in
support of their positions.!® Their inade-
quacy from the point of view of policy
is because of two reasons. The first

is that as theoretical exercises they are
both based, and rightly so, on a number
of simplifying assumptions, particularly
about the nature of technology and
about the structure of society. Tech-
nology is not a matter of factor intensity
alone, and no saciety makes production



decisions solely based on technological
considerations, however helpful such
simplifying assumptions may be to
develop a theoretical argument, Secondly,
and more crucially, both approaches
overlook the need to combine or hold
a balance between the two aspects of
the problem | have referred to, viz. the
need to provide sustenance to those who
are dependent on traditional industries
now, and to raise their productivity
later : the factor-proportions approach
gives little thought about increasing
labour productivity ; the reinvestment
argument does not consider how the
existing low productivity technigues and
those dependent on them are to be
dealt with. If only one of these is to be
attended to, theoretical arguments and
ideological positions can be sharply
defined. Unfortunately real life is not
as neat as either theory or ideology
would like to have it, and real life
problems are ususlly paradoxes and
dilemmas which need to be understood
and resolved as well as can be done.

I must immediately point out that
this is not to dispense with theory or
even ideology. Theory is an aid to
understanding, and the more complex
a problem the greater is the need for
that aid. This, | am fairly certain, wili
find general acceptance. | would take
a similar position about ideology. Social
problems cannot be resolved, even if
they are understood, without commit-
ment to some goals and objectives and
providing these is one of the tasks of
‘ideology understood ‘in the broad sense
of that term. The way in which one
would define one’'s views about the
future of Village industries (as, indeed,
any significant aspect relating to the
future, especially the future of society)
would depend very much on what can
only be described as ideological com-
mitments. In the context of the problem
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of village industries | am committed tc
the view that nothing should be done
that will deprive people of their means
of livelihood now, and everything shoulc
be done to raise their levels of living
in the future. It should be noted that
neither of these is derived from theory,
But given this commitment the role of
theory, again in the broad sense of
the term, is to facilitate an understanding
of how the commitment may be realised.

v

| started with an attempt to clarify
some aspects regarding the past In
respect of village industries. | would
now like to address myself to the present.
By the "present’” | mean the post-inde-
pendence period. If prior to that village
industries were disintegrating, what has
been happening since then ? Has that
disintegration continued ? Has it been
arrested ? How did these happen ? ‘An
understanding of these aspects s
essential to make any meaningful sug-
gestions at all about the future. The
Questions are partly matters of fact, partly
of interpretation. On facts, unfortu-
nately, the position is very unsatisfactory,
but for understandable roasonh;**""l'.ﬂe
village industries consist of small units
primarily, often as part of household
operations, carried on with the help of
family labour as and when convenient
and necesgsary. They are located through-

. out the length and breadth of our vast

countty and are not organised into
industrial unjons or workers associations.
And, in most instances they themselves
do not possess adequate Information
about many aspects of their enterprises
and activities.l” Hencs it is not surprising
that we do not have adequate and
reliable factual information about the
village industries’ sector. Even where
some macro information is available, the
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local level and unit specific information
so crucial for understanding what is
going on, is extremely limited especially
about their organisational structure
which shows considerable variations.
Since Independence and under the aegis
of planning, attempts have been r_rxa}de
to generate some macro data pertaining
to the sector, but possibly the pre-inde-
pendence period was richer in terms of
micro level information.

We shall first look at some macro
data. Here, again, there is a major
problem, The information available Is
not on village industries as such. The
Census Reports have a category of
household industries which may give
some information about units, buf not
about all who are engaged in village
industries, especially the hired workers
in them. The same is also true of the
Enterprises Surveys periodically under-
taken in recent years. The national
income statistics refer to ““small enter-
prises’’ distinguishing them from “factory
establishments’” within the manufacturing
sector. And five year plan documents
club together traditional industries and
modern small-scale industries. Reflected
in all of these is 'the “‘terminological
looseness’’ that Myrdal talked about in
his treatment of traditional industries
in Asian Drama.

-Making use of census data and national
income data it is possible to estimate
that at the time of Independence, the
"small enterprises’’ accounted for about
7 per cent of the gainfully employed
population and 10 per cent of national
income. These are, in one sense, rather
low figures. But we must recall that
only less than 10 per cent of the
gainfully employed population was
engaged in industries as g whole and
the national income accruing from the
manufacturing sector was less than 17

per cent. In other words, the small
enterprises had almost 75 per cent of
those engaged in manufacturing and
close to 60 per cent of the income
originating in that sector came from
them. Since modern small scale industries
were not a major segment of the manu-
facturing sector at that time, it may be
safe to assume that the shares mentioned
above were substantially those of the
traditional industries which, therefore,
constituted a sizeable proportion of the
non-agricultural activities in an economy
dominated by agriculture. The positions
changed by the middle of the 1980s.
Between 1950-51 and 1985-86 the
income originating in the small enter-
prise segment of the manufacturing
sector grew at a compound rate of 4.1
per cent per annum compared to 5.6
per cent in the large scale sector. The
share of the small enterprises segment
in national income in the mid eighties
was a little less than 6 per cent and
that of the large sector was a little
over 10 per cent so that in terms of
the share in national income there was
almost a complete reversal of the relative
shares of the two segments with the
large-scale sector now claiming about
60 per cent of the national income
from manufacturing. Within the small
enterprises segment itself the growth
rate of the modern small-scale units is
known to have been much faster, and
hence one must conclude that in a
relative sense the position of the tradi-
tional industries has declined since in-
dependence. However, in view of the
accelerated rate of growth of large scale
industries, the relative decline of traditio-
nal industries does not necessarily imply
their absolute decline. On the other hand,
the fact that the traditional segment still
has a fairly prominent place in the. manu-
facturing sector of the economy indicates
that they have not been withering away.



It is more difficult to say what may
have been happening to the labour
force engaged in the traditional indus-
tries. Workers in the household indus-
tries who accounted for 6.4 per cent
of the total workforce in 1961 came
down to 3.5 per cent in 1981 while
those in other than household indus-
tries (within the manufaturing sector)
increased from 4.2 per cent to 7.8 percent
during the same period. On the other
hand, non-agricultural employment in
the rural areas has gone up between
1961 and 1981, although it is not yet
known whether the incresse has come
about through increase in industry, or
trade or services.

The National Committee on The
Development of Back-ward ‘Areas
(Chairman B. Sivaraman) in its Report
on Village and Cottage Industries (March
1881) examined in some detail the
question of the decline in the number
of workers in household industries
between the 1961 and 1971 census.
Noting that the change in the defini-
tion of “workers’ in the two censuses
may itself have contributed to this
declince, especially that of female
workers, the Committee concentrated
its analysis on male workers. It was
seen that the number of male workerg
in household industries had gone down
from 65.86 million to 5.02 million,
while in organised manufacturing
industries it had gone up from 3.20
million to 4.93 million and in the
category of “other than household and
manufacturing industries’* also thers
was an increase from 3,98 million to
4.91 million. The Committes, therefore,
concluded that these figures may
indicate ““a favourable shift of workers
from lower level technologies to the
higher levels.” While that may be so,
the figures are not conclusiva to
establish that employment in village

388

industries have come down because
not ail household industries are tradi-
tional village industries and village
industries are not confined to the
household sector; part of “'other than
household and manufacturing industries’
may consist of other organisational
forms of village industries. The
Committee looked into the industrial
break-down within the household sector
and found that while foodstuff, textiles
of different types, manufacture of wood
and products, leather and leather pro-
ducts, chemicals and chemical products
had declined in terms of employment,
cotton weaving in powerlooms, making
of garments, manufacturing of paper
and paper products, beverages and
machinery of different kinds had gone
up in terms of employment.

The Five Year Plan documents aleo
provide some information about village
industries. But there is little syste-
matic account on the basis of which
inferences can be made about produc-
tion and employment over time. By
and large, the data are about hand-
lcoms and Khadi. Both handioom and
khadi production showed substantial
increase in the fifties, the former
going up from around 740 million
yards in 1950-61 to 1900 miffion yards
in 1960-61 and the latter from 7
million yards to 48 million yards. By
1970-71 handloom production went

. up to 2280 million meters and of khadi

to 57 million meters which was con-
siderably less than the 85 million
meters reached in 1985-66. Handloom
production stagnated for a while then,
but moved upto 2900 million ‘meters
in 1979-80 and to 3600 mi;lion meters
in 1984-85, Khadi made siow progress
in the seventies reaching 82 million
meters in 1979-80, but then picked
upto reach 127 million meters in
1984-85. On employment, the Thiid
)

Five Year Plan reported that ‘fuller
employment was provided for nearly
3 million weavers” during the fifties.
In the case of Khadi the report was
that “employment, mostly part-time,
was provided to nearly 11 lakh addi-
tional spinners, besides whole-time em-
ployment to about 1.4 lakh weavers,
etc.” The distinction drawn between
part-time and whole-time employment,
however, disappears in subsequent plan
documents. Employment figures shown

for handloom are 5.2 million in 1973-

74, 6.2 million in 1979-80 and 7.5
million in 1984-85, and for Khadi, 8.8
lakhs, 11.2 lakhs and 14.6 lakhs
respectively, Obviously, these figures
include both full-time and part-time
employment. Apart from these, data
are available for the valus of output
of other village industries which moved
up from Rs.122 crores in 1973-74 to
Rs.348 crores in 1979-80 and to
Rs.759 crores in 1984.85 with the
employment figures for the correspond-
ing years being 9.3 lakhs, 16.1 lakhs and
22 .4 lakhs. | shall come back to these
last set of figures in a moment. Byt
we may say that what these figures,
especially figures on physical production,
show is that these traditional indus-
tries have registered growth over the
past three or three and a half decades,
at times quite striking, at times
sluggish.

The most detailed information available
is from the Khadi and Village indus-
tries Commission (KVIC). I have compiled
information pertaining to physical output
(where-ever available), value of out-
put and employment for Khadi
and eleven of the major village industries
covered by the KVIC for the period
from 1963.54 to 1983-84 at ten Year
intervals (See Annexure). Judged by
these figures the progress of these
industries in terms of all the three
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indicators should be considered as
phenomenal, but since the data are
drawn oanly from registered institutions,
cooperative societies and centres assisted
by the KVIC, it is not easy to say
how adequately the industries as a whole
have been covered. In the first ten
year period the problem of coverage
must have been particularly serious. The
figures on village industries quoted by
the five year plan documents have
originated from KVIC and hence share
the same problem. Within these limita-
tions the KVIC data help to draw the
distinction between full-time and part-
time employment. Thus in 1983-84 out
of the 13.59 lakh of total employment
that khadi industry provided, 4.43 lakhs
consisted of full-time employment and
9.16 1akhs part-time employment and
in the case of (other) village industries
the total of 21.92 lakhs was split as
6.75 full employment and 14.17 part-
time employment.

I have already indicated how fragile
some of these data are, but having
gone through them critically, | think it
is safe to say that what we can infer
from them is that since Independence
the traditional industries have not dec-
lined in an absolute sense in terms of
employment, and indeed seem to have
picked up. in some instances quite
remarkably.

There is one other aspect of that
performance that deserves attention and
may, to some extent, offer a clue to
the understanding of that performance,
The Khadi and Village Industries Com-
mittee of the late sixties headed by
Asoka Mehta conducted a sample survey
to find out the extent of “"local’ orienta-
tion of village industries both in terms
of their inputs and outputs. Both for
sources of inputs and markets for output
a three-fold division was made as



“local” (i.e., areas within a district):areas
within the state, but ocutside the district;
and areas outside the State. In the
case of Khadi, it was seen thatin the
first two plan periods local aceas contri-
buted about 18 to 34 pet cent of the
total raw materials, Areas other than
jocal but situated within the state
accounted far more than 55 per cent.
During the Third Plan period, this share
came down to about 32 per cent while
that of the former increased to about
two thirds of the total. In terms of
sales 100, the local area figured promi-
nently, increasing trom 26 per cent in
the mid fifties to 54 per cent a decade
later while sales within the rest of the
state declined from 50 per cent to
25 per cent duting the same period.

The focal effect was even more pron-
ounced in the case of many of the
other village industries. In leather,
processing of cereals, non-edible oils
and soap, pottery, bee-keeping, fibre and
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village oil, the chief source of raw
materials was the district accounting
for more than 80 per cent af the raw
materials. Many others had between
$0 and 70 per cent of their raw
materials supplied from the district. What
is more significant is that as regards
sales, the praducts of all village industries,
except those of bee-keeping and hand
made paper wete absorbed by the tocal

areas to the extent of 80 to 100 per

cent, and the local effect tended to”
increase over time and as the industries
grew, It must be pointed out, however,
that this phenomenon should not be
interpreted as the manifestation of tra-
ditional kind of “'Village selt-sufficiency.
For one thing, locality considerad is
not the village, but the district. With-
in the district, the rural areas, however,

accounted for very high proportions of
the sales. But the transactions wera

purchases of inputs aad sale of output,
that is, mediated through the market,
and not in the form of bartet.

Statement of The Workshop*

The Nineteenth Interdisciplinary .Re-
parch Methadology workshop organised
y the Madras Institute of De'velop-
ment Studies in collaboratioq with the
indian Council of Social Sc«gnce Re-
search was held =t the institute for
$ocial and Economic Change, Bangalore,
from 8th June to 11th June 1989.
a0 participants  from various Universi-
ties, Research and Training Institute,
Water Technology Centres and Manage-
ment Boards attended the Workshop.
Scholars from the disciplines of Agri-
cuftural Sciences, Economics, Engineer-
ing, Environmental Science, Geography,
Geology. Management Studies, Philo-
sophy, Palitical Science and Sociology
were present.

The general theme of the current
series of three workshops is “"Manage-
ment of Renewable Resources”. The
focus of the 1989 Workshop, the first
of the the series, was on Management
of Water Resources in Peninsular India.
Future workshops - will discuss the
management of land and renewable
energy resaurces.

Assessment of Water Needs

A debate on Water Management has
to take oft from an assessment of
water needs, present as well as future.
Such an assessment could be based
on per-capita water demand. Estimates
of per-capita water demand vary from
0.08 to 0.10 hectare metre. Thus, for
a projected population of 950 million
in 2000 A.D., the national aggregate
water demand would be between
76 - 95 million hectare metres {mhm)
depending on the assumptions. On the
other hand, the most optimistic  esti-
mate of utilisable river flow is 827
mhm (compared to the present utitisa-
tion of 64 mhm) for all the river
basins in the cauntry.

Howaever, the aggregate water demand
estimate is too broad to provide any
pasis for policy. A national level
estimate of needs and deficits is
essential, but what is atso needed is
far more disaggregated estimates of
demand (i) in terms of end use — sector-

wise (industry, agriculture, domestic

* Statement of Nineteenth (nterdisciplinary Research methodology Workshop on “Management of
Renewable Resources'’ held at ISEC, 8engalore between June Sth snd 11th 198%
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consumption) and (ii) across basins and
across regions. Such disaggregated
estimates would require appropriate
methodologies to be developed based
on micro level and regional studies.
While using such estimates we should
not lose sight of allocation priorities.
The National Water Policy lays down
the following priorities, drinking water,
irrigation, hydro-power, navigation and
industrial use in that order (Section 8.0).

One of the critical issues in water
management is related to meeting the
ever growing needs of metropolitan
areas. High demands which are
localised, dwindling supply, and meeting
drinking water quality standards pose
acute problems. Increasing capacity,
diverting surface water, rainwater harves-
ting, developing ground water supplies,
desalinizing water and recycling waste
water are potential options. However,
each of these options has limitations.
A rational policy aims at optimum
conjunctive use of ground and Surface
water on the one hand, and regulating
demand on the other. In implementing
such a policy, issues such as cost-
effectiveness (example : desalinisation),
acceptability by the users (example :
use of recycled waste water), and
appropriate regulatory measures (exam-
ples : metering, pricing) are raised.

Ground Water Management

Ground water is a crucial resource.

- Besides being widely distributed, it

facilitates tiding over the deficiencies
of canal and tank systems at crucial
times and controls hazards of water
logging and salinisation in command
areas. The annual replenishable ground
water resources of the country are
estimated to be of the order of 45.66
mhw ; of the total ground water
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potential, 38.62 mhm is estimated to
be available for irrigation. The current
estimate of draft for irrigation is 10.47
mhm. Another estimate puts the present
utilisation at 24% only. However, the
critical challenges for management arise
from overexploitation in particular regions,
decrease in well yields and deteriora-
tion in quality.

A major issue that came up for
discussion was '‘sustainability’”’. In
operational terms, it implies ensuring
that in the long term, average extraction
does not exceed average recharge. On
the ground, how is this to be achieved ?
Increasing natural and artificial recharge,
induced stream-bed infiltration, import-
ing of water, conjunctive use of surface
and ground water, restrictions on extrac-
tion and such other measures can be
used to improve ground water manage-
ment. However, such strategies will
require better information. Information
systems for assessing ground watel
potential and use should be streng-
thened, as stressed by the National
Water Policy (Section 2.0).

The case of Tamil Nadu illustrates
the kinds of problems faced in ground
water development and management.
There has been a lowering of the ground
water table and drying up of a number
of ground water sources at the critical
periods of droughts.

The case of Coimbatore district con-
cretises the sort of issues thrown up
in ground water management in hard
rock areas. Here, the ground water is
heavily utilised. The question is raised :
as a consequence has there been a
fong term decline indicating over-
exploitation ? An outcome of a study,
diagnosing this tendency was reported.
Taluk-wise data on rainfall and fluctua-
tions in the water table showed a

permanent imbalance between ground
water recharge and withdrawals in non-
irrigated areas, indicating that the stock
of the ground water was getting depleted.
In the canal irrigated regions because
of the recharge through seepage from
canals and applied water, the ground
water situation was better and facilitated
conjunctive use. One-view questioned
the inference that there has been
depletion of ground water resource as
indicated by a decline in the ground
water table. On the contarary, there
has been increase in the number of
wells and increase in the total area
irrigated by wells, implying no such
depletion. The issue of restricting over
exploitation involves various requlatory
measures such as Pricing, spacing
petween wells, ceiling on depth etc.
But the regulation through these mea-
sures raise questions of enforceability.
The absence of rationally cadified water
management rules, the imprecise articu-
jation of the role and responsiblities of
the enforcing bureaucracy, and the
structural constraints arising from the
power of the landed, have led to the
present state of unregulated exploita-
tion and the long term lowering of the
water table.

Another critical issue that come up for
discussion is that of ensuring equity as part
of the management objective in ground
water distribution. But, the cruciaj ques-
tion here is related to conceptualising
equity: Does ensuring equity mean ensu-
ring maximum benefits to the maximum
number of people ? This depends, how-
ever, upon the physical availabijlity of
water in a specific region. One may
add : Ensuring equity means equitable
distribution of water, whether farmer
is big, small or marginal. But is the
issue merely one of stipulating that
aveilable water should be distributed
equitably ? Is it not a narrow concept
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of equity ? The National Water Policy
speaks of both equity and social justice
(Section 10.3). if so, the issue is
one of ensuring equity and social justice
in the context of a differentiated strata
of peasanttry who have differential com-
mand over resources. It was also observed
that the question of ground water uti-
lisation and equity should be viewed
in the farger perspesctive of sharing of
a common property resource.

institutional aspects of Water
Management

Water Management can be viewed
as achieving efficient use of water
resources through appropriate technology,
within the framework of priorities laid
done by the National Water Policy.
The technical features of water manage-
ment do not take place in a vacuum.
They are situated in a broader societal
framework. A part of the workshop
discourse was devoted to laying bare
the institutional basis of water manage-
ment in three specific contexts.

One such context is tank water
management through traditional irrigation
institutions, reported in a case study
of fifteen different tanks. The existence
of such traditional institutions meant
evolution of principles of collective action
for maintenance and sharing of water.
The study analyses a set of interrelated
factors-institutional and physical-which
influence effective functioning. It was
argued that among these factors, control
over productive resources such as {and
and privatisation of ground water were
critical,

A second specific context is that of
legal institutions, codifying norms, rules
and procedures for sharing management
of ground and surface water resources.



Why is it that there is, first of ail,
absence of water legisiation-in respact
of sharing of ground, tank and river
water by various users, for various
purposes 7 Secondly, whatever laws and
rules are stipulated, are characterised
by certain ad-hocism and ambiguity.
Very often in the absence of a nor-
mative code as well as rules and
procedures, conflicts and tensions arise
among individuals, groups, states and
nations,

The third context is the role of the
State in the management of equitable
and efficient use of water resources in
the context of its stated commitment
to social justice. One study reported
that in Andhra Pradesh. the development
of irrigation is far from being equitable
and efficient. It was argued that the
fole of the state is not neutral. ¢
represents a coalition of interests. The
under development of irrigation or the
inequitable, inefficient use of water
resources is a reflection of the interplay
of the various interest groups whoin-
fluence decision-making and  thys
influence state power. In response to
this observation, it was argued that
it is not clear what tha precise tanfi-
guration of the group interests are, and
how they influence state power.

QOne of the papers suggested that the
success or failure of irrigation instity-
tions could be studied through a game-
theoretic framework. Nevertheless it
came up in discussion that such a model
may not capture the real world com-
plexities.

Environmental Aspects of Watar
Management

A part of the workshop deliberations
was devoted to the issue of environ-
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mental impact of major irrigation projects
and the related management problems

generated by them. The case studies -
of major irrigatian projects in Karnataka-

Krishnaraja Sagar, Tunga Bhadta
Ghataprabha and Malaprabha-~provided
the context for considaration of the
issues. Basides the major environmental
problems-water logging, salinity and
consequent soil degradation-the eco-
environmenta] stresses comprise of-
complex sat of consequences such as
impact on flora and fauna. and loss
of biological diversity, siltation and
hydrological changes amongst others,
even some times amounting to generat.
ing pronenss to earthquakes. Spatiaily,
these varied across reservoir, catchment,
and command area. Deforestation, sub-
mersion, destruction of grazing land and
disturbing productivity resuited in varying
magnitude and intensity. A crucia! con-
sequence in human ecology is displacg.
ment of local households. Other concerns
pertain ta crop health, human heath, live-
stock managemerit and renewabla anery,

The critical issues in water managsment
are related to dealing with each one of
these consequencas. Developing effective
irigation strategies would require de-
tailed surveys (check lists) of potential
anvironmental impact in the catchment,
command areas and beyond to the deltaic
areas. One of the crucial areas that came
up for discussion is that of appropriate
rehabilitation of displaced people. Before
any major irrigation project is approved,
propel appraisal quantifying as far as
passible all these casts weighed against
expscted gains Is necessary (National
Water Policy : Sectians 4,1—4.5).

Planning for Water Management

Planning of  water management

systems Can be done at various levejs.
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A methodology for managing the water
resources of a tank irrigation system
using a simulation model was discussed.

. The effectiveness of different manage-

ment sirategies attempted in the tank
modernization ptogramme in Tamii Nadu
were evaluated by applying the model
to a specific tank system. The results
of the simulation indicate that t'he
physical measures in combination with
management measures do improve the
overall performance of the tank system.
However, a different ranking of options
results if the equity criterion s
employed. The tradeoffs between effi-
ciency and equity must be resquad
outside the model through the political
process,

While conceding that most models
cannot include all the complex inter-
relationships  obtaining in th? real
world, it was felt that planning of
water systems is facilitateq by modai-
jing. However, greater utility of the
model will result only if it is copn-
tinuously used in decision-making at
the field level. Refinements to the
mode!l can be introduced when there
is feedback from the field experience,
1t was also generally felt that the
tank model was a major methodologi-
cal contribution to the management of
water resources, especially in water

* gearce areas of the country.

Another planning issue discussed at
the workshop was micro watershed
manegement. Most planning efforts in
the past have been at the basin, sub
basin or watershed level. A micro-
watershed by comparison might cover
only a tew hundred hectares containing
one or two villages with a population
of about 1000 people. Microwatershed

management involves total resources
conservation, involving soil/water conser-
vation afforestation, pasture development
and horticufure, with peoples cooperation.
The aim is to manage surface runoff
by in situ moisture conservation harvest-
ing of excess runoff, thereby keeping
the rainwater on the soil for as long
as possible. Though the issue was
discussd in the context of watersheds
in hilly and high rainfall areas, this eco-
logicajly-sound principle could be used
in dry, drought prone areas as well, as
indicated in the National water Policy
{Section 18.1).

The success of  micro-watershed
management is crucially dependent on
the participation of the people. One of
the ways of obtaining such participation
is through people’s voluntary associa-
tions, panchayats and local educational
institutions  (National Water Policy :
Section 12). Representative - projects
could be funded by the Government to
provide a ‘'demonstration’”” effect, since
the number of micro-watersheds is ex-
tremely farge. The success of a few
well.executed, cost — effective model
projects at the District level in each
State could lead to the propagation of
the concept on a wider basis, and also
provide necessary feedback data for
policy makers. ,

The deliberations at the workshop
around the central theme of Water
Management indicate that it is possible
for a diverse group of natural scientists,
technologists and social scientists, to
communicate across their disciplinary
boundaries in a manner which is not
merely mutually enriching, but also
assists policy-making.
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