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EDITORIAL - SOME HIGHLIGHTS

I. General Economic Scene

State

Planning Commission

The Chief Minister who is also
chairman of the Planning Commission
had a meeting with the masmbers of
the Union Planning Commission on the
State’s Annual Plan at which the
Rs. 1450 crores Plan for 1990-91, as
reported in the last session was
confirmed, There was a meeting of
the Commission on Feb. 27 in Madras
when two major issues were discussed.
One was decentralization of Plan formu-
lation to the Panchayat Councils (Block)
Jevel, starting with five functions of
primary education, water supply, healith
facilities, rural housing and roads. The
other was a review of the sector of
agriculture and allied activities and
protection of environment in the VIl
Plan, when there was general agree-
ment that this area again needs to be
planned from the block, the planning
commission draft being essentially

guidelines to the blocks and that some
further funds should be moved to this

sector to express the priority of the
new government. The commission in
mid February reviewed the operation
of the education sub sector for 1989-?0.
While noting that the quantitative
targets were met in most cases, it was
decided at the next review to look at
the learning process taking place (or
not taking place) in schools, at the
statistics of completors at the end of
each standard, at the means of mobi-
lising tesources for school building at
the secondary school level, at the means
of increasing the membership of students
entering the vocational stream at the
+2 level, at the functioning of the
Iarge.nu'mber of self financing poly-
technics " and engineering colleges and
at the reasons for the poor graduate
and post graduate performances of -all
the universities in the state.

Climate and Prices

February started off with a cool and
pleasant climate and gradually began . -
warming up. Thers was an unusaab
bout of rain in mid February. dyg t@. . 37




a depression which had formed in the
bay. In response to repeated appeals
from the state government as noted
in the last two issues of the bulletin,
the government of Karnataka released
5 tmc ft of cauvery water into the
Mettur which provides some partial
relief to the farmers. This water has
been released in return for the equi-
valent amount of electric power of
254 mu which TFamil Nadu has to

make available to Kamataka. Actually: -

the power owing to Karnataka has now
built up to over 500 MU and the
state is making arrangements to meet
these arrears, despite its own power

position not being a happy ene. On .

prices, the November issue of CSOQ’s
monthly abstract of statistics reports
that the index of industrial workers
for September rvose by 10 points to
884 over August as reported in the
last issue, the index of consumer prices
for agricultural workers rose by 1 point
to 708 in August (over July) and by
a steep 17 points to 726 in September
due mainly to the parallel 17 point
rise in food prices to 780 (why food
prica should rise for the poor villagers
when the foodgrain harvest is reported
to be on target for 2 successive years),
and the ravised consumer prices for non
manual urban employees for September
moves up marginally by 1 point to 153 for
Madras, by 2points to 148 in Coimbatore.
to 3 points to 182 in. Madurai, to 1 point
to 145 in Salem and 1 point to 149 in
Tiruchirapalli, showing the urban middle
class facing less of the inflation impact
than the rural masses. _

Power

¢ ¥he power situtation in the state 'in
February 'was normal, with all- power
cuts: except the demand cut: of 20 par
cont withdrawn. . The: Rs.. 7 crores
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micro hydel power station at Pykara
dam was commissioned on February 5,
The Ennore thermal plant is to put its
4th unit into operation in March to
produce 210 MW. In the VIl Plan,
2 units of Tuticorin Thermal producing
each 210 MW will be commissioned
(in 1991). The 1256 mw Basin Bridge
gas turbine is to receive gas from the
cauvery delta. There is tobe a 10 MW
gas turbine at Narimanam. The govern-
ment also announces that the state's
wind mills are producing 3 MW which
before March end will be increased to
11 MW. During the VIIl Plan power

from wind mills is to be increased to
100 MW.. The Board states that the

VIl Plan power target of 1415 MW will
be exceeded by 460 MW by 31 March

1990. Altogether capacity addition in
the VIl Plan on the above basis will
be nearly 2,000 MW. The government
also announces that the North Madtas
Thermal power plant which is to
generate 630 MW would be ready’in
3 years. The Union energy ministry
announced that as part of its plan to
increase power during the VIIl Plan by
38,000 MW, a series of coastal thermal
plants are to be set up as one means
of easily moving coal to the plants by
sea. The Tamil Nadu Electricity Board
states that it is commissioning a series
of power stations - 6MW Vaigai micro
hydel station, 8 MW micro hydel
station that it is also ‘examining a
proposal to set up a 1000 MW thermal
station using the lignite deposits recently
discovered in Jayankondan of Tiruchi-
rapalli district. The government states
that it has decided to set up a non-
banking institution, the Tamil Nadu
Power Finance and Infrastructure
Development Corporation with a seed
capital of Rs. 10 crores contt,ibutgagiml!;vt
it -to mabilise finance for the. state’s
Electricity Board.
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The power situation in the ocountry
in‘Fabruary’ was normal in most parts
of 'the countryl’ Karnataka has a power
cut becaused ifs power demand is well
in excess of its supply. ‘AP announces
that it is increasing its power cut of
40 per cent in order to meet the
sithmer short supply and increase-in
demand, Maharashtra State Electricity
Board report$’ its exceilence in many
respects suth as the number of con-
sumer corninections for ‘agricultural pump
sets ichpitdi  #vestient  trarismision
net work ‘and ' its performances 'but
also its many problems such asbreak-
dowhs, - interruptions, - lew ‘Voltages—
problems whict' tire general for all state
elecfricity boards. The union ministry’s
proposal to import 20 million cu})ic
metres per day of gas for generating
power does not make sense as the
domestic gas is beirig ‘wastefully flared,
in Hght of *'which the expending of
scarce foreign exchange resources to
import it is unsound. |t would be
sheaper to set up gas based power
plants in:the: North East, such power
could be transmitted to the rest of the
country through a net work of pipelines.
Generating power in the North East and
transmitting it from there is costly but
Kas advantages which go beyond the
economists cost benefit measure, as
it will benefit the backward North East
through' the large scate investment in-
volved, in addition to royaltiés ‘paid
to these states as income flows as

~ well help develop industry in this region.

it the immediate future, as the local
demand’ ‘for ‘power from gas in this
region will be limited, the neighbouring
deficit states will profit. The . offigial
group on hydro power equipment
farecasts, that the demand for such
equipment in the IX Plan will be 4-6
times the indigenous manufacturing
capacity and sa-irecommends the diwver-

sion of foreign assistaince to hydro
electric projects which will be 26,000 MW
demanding 11000 to 12000 MW of addi-
tional capacity in the last 2 years of
the Vill Plan to manufacture the re-
quired equipment. This is not poseible,
and' so the diversion’ proposal is made:
Andther group has recommended a
review of the pricing norms for coal
and gas and charges in the rail
freight mechanism to make them re-
munerative for the power sector. With
the very difficult resources position in
the Vill -Plan, the attainment of even
the veduced target for additional’ power
capacity of 38,000 MW is facing serious
difficulties. Of the above as just noted
8000 MW are to come from:hydro power
projects for which the departments have
not tied up the aeeded foreign loans. - -

Water

The release of 5 tmc ft of water from
Krishnaraja Sagar in Karmataka to Mettur
which is about 10,000 to 15,000 cusecs
referred to earlier, enabled the Mettur
reservoir which was closed on February 4
to be opened again from that week. Tha
chief minister of Tamil Nadu and Andhra
Pradesh met on February 4 and have
decided to expedite work on the Telugu
Ganga project so that Krishna water could
be supplied to Madras city in 1993 as
planned. The AP chief minister acknow-
ledged some delay in the project due te
elections, receipt of tenders and staff
postings which will now be straightened
out and speeded as a result of discussion
which the AP team had with theie
counterparts in Madras,:.

Transportation

February has been a not uneventful
month with regard to rail and air trans-

portation.’ The Karur — Dindugal BG line



is being speeded with an additional
allocation of Rs. 2 crores and the
Madurai-Maniyachi MG line is being
converted into broad gauge to help
develop commercial traffic which is
growing in this region. On electrifica-
tion, the Jolarpettai-Erode track elec-
trification will be completed by June
1991 and the second railway line from
Tambaram to Chingleput is being com-
pleted by April of this year. There is
the problem of EMU in which there
is an overall shortage and so the alter-
natives now being developed on an
experimental basis by ICF need to be
completed .and commaercialised at an
early date. On the Rapid Transit
System for Madras City, Rs. 38 crores
have been spent on the Madras - Beach -
Luz stretch and with the certainity of
further funds in the 1990-91 budget,
there is need for the state government
to take action to release the land
needed upto Luz. The State govern-
ment by an ordinance at February end
levied entry tax on motor vehicle enter-
ing Tamil Nadu for use or sale.

Cyclione disaster warning

Given the fact that the 100 stations
in the coastal region of the state
and AP have proved operationally
efficient in the dessimination of cyclone
warning, it is planned to install 100
more such stations, mainly on the
coast upto West Bengal. The system
transmits the cyclone warning message
directly to the areas likely to be affected,
using the broad cast facilities on
board on satellite and this early warning
saves lives — human and animal — who
move into the disaster shelters and
also property of the affected. The
warning comes from the network of
10 highpower cyclone detection radars
which provide overlapping survelllance

148

upto a range of 400 km out at sea,
The effective protection given by -the
system is already demonstrated in the

little damage to life caused by the
1989-90 cyclone.

Rice deficit and AP market operation
: L e
This year even with the rice production
reaching its target of 56 lakh tonnes,
the government foresees a shortfall of
10-11 lakh tonnes on the basis of
demand at current consumption levels,
The stagnation in rice praduction around
55-57 lakh tonnes during the past 17
years is worrisome particularly as the
per capita rice consumption in the
state is below the -.national average
and population is growing at near 2
per cent per year, This year's shortfall
will be met through procurement in
the AP market but a long term solu-
tion involves both an incresse in per
acre yield and better methods of milling
hulling and storage to conseive and
increase the paddy rice yields.

Panchayat Finances and.6 déy_week

The government has consituted a
committee under the chairmanship of A
Damodaran in accordance with section
143 A of the recently passed Tamil
Nadu panchayats Act (see Volume XX
p3) to review the financial position of
panchayats and panchayat union coun-
cils and make recommendation on the
taxes, duties, tolls, grants and othes
amounts to be assigned to these
bodies. This is a quadrennial exercise
required by the Act and is of decisive
importance in developing panchayats
and panchayat councils as a means of
decentralised functioning of plans and
governance. The government &lso an-
nounced the change to & five day

district of Ernakulam. the district as a
whole comprising 1.85 lakh pgrspns in
the age group 5-60 liquidated illiteracy.
The district was declared illiteraf:\( free
on February 3 by the prime minister.
This achievement represents an unusual
synergy of governmental development
administration and of a whole range of
voluntary organisations. This' model
headed by the collector has involved
a total mobilisation of human resqurces
and comprising a clear identification of
illiterate persons through a door to door
census, the setting up of people’s cqm-
mittees from the ward upto a district,
a flexible need based learning programme
administered by volunteer instructors
aided by a systematic exposure to
relevant knowledge, skills and attltuge,
monitoring and evaluation and.the vital
input of post literacy continutty-—r:as
set the stage for other states, including
Tamil Nadu adopting this mode.l 1o
make a whole district literate. This is th.e
pledge taken by all concerned on this
Internationa! Literacy Year.

Technical education

The government announced that-it is
reviewing the existing ban on pnv'ate
hospitals offering post graduate.medlcal
courses. The immediate occasion for
this was the request by the Child's
Trust hospital, Madras to be allowed
to train doctors in MD and DCH (Diploma

in Child Health) courses.

Science

The 77th session of the Indian Science
Congress held from February 4 to 10
in Cochin was inaugurated as usual
by the Prime Minister who raised
questions on the growing contradiction
between scientific progress and the

» L

abridgement of the individuality of the
human person. While the rapid stiides in
science and technology have spurred
industrial development and transfor-
mation which the poor. countries are
trying desperately to ‘catch up’, it has
taken heavy toll of the diversity of
individual lives through mass production,
standardisation, specialisation and the
mass culture of consumerism. The way
to achieve a decentralized political and
economic order is to move away from
gigantism to reliance on a highly diffused
pattern of activities, It was agreed
that Indian science can come to its
own only if the whole matrix of indu-
strial technology is integraily related to
the flowering of creative energy in the
scientific community. The Department
of Science and Technology has proposed
at the congress that as a follow up
of the recommendation of last year’'s
science congress, the Department of
Science & Technology will launch a new
scheme for the creation of a series of
regional science reference centres during
the Vil Plan. The Ministry of Human
Resources Development which has in-
vested Rs. 100 crores for infrastructure
and manpower development, projects
the latter as one of the major activities
of VIl Plan, CSIR proposes to double
the number fellowships from the present
4000 by 1995, the Ministry of Environ-
ment and Forests in collaboration with
a number of countries is probing into
problems of green house, ozone layer
depletion, acid rain and pollution control.
The space application programme has
a programme for acreage estimation of
major crops like wheat, rice, sorghum
and groundnut using remote sensing
technique. There was a general recom-
mendation to double the investment and
manpower in R&D by the end of the
Vil Plan.



the Annual Plan 1990-91 aof the states
and union ministries are concluding,
the guiding principle in finalising the
plans being to protect the plans in
real terms s0 that they are not smaller
than, that of the current year, In fact
there is speculation that the Prime
Minister as chairman wants an increase
of 12 per cent in. the Plan. The Plan-
ning Commission states that it has
tecommended a minimum . outlay of
Rs. 5180 crores for the railways during
1990-81 which is 6 per cent lower than
the Rs., 6500 crores sought by the
ministry and is 14 per cent higher than
the 1959-90 plan.. outlay which was
Rs. 4450 crores. ~The commission
recommends a higher level of budget
support than the present 40 per cent
(the railways have asked far 45 per
cent) but has recommended against
the railway’'s- a proposal to raise funds
by the issue of Rs. 800 crores of bonds
in. 1990-91. - In order to boost the
process of decentralization in planning,
for the first time the comrmission has
allotted to each member a certain
number of states in order to bring
about a total integration of the central
planning process with the state plans.

Prices and Union borrowings

Inflation in January was 0.8 per cent
on a point to point basis, as the whole-
sale price index rose by 1.2 points to
167.1 on January 27. The annual rate
of inflation on a paint to point basis
was 7.3 per cent as of the last week
of January and was 7 per cent on the

aversge for the year ending January.

The .rete of inflation was due to the
rise in the .prices of primary arti-
cles, vparticularl? “food articles, which

offset’ the fafl' in the prices of

non food artidlds. As a cangéquentce’

the Index ‘of ‘Manufiittared products —
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beverages,  tobacco products, textiles
and leather and leather products —
also recorded increases. The consumer
price index for December 1989 for indus-
trial workers rose for the year by 1.6
per cent and for agricultural labourers
rose by 5.4 per cent, with Bhopal and
Pune recording a high 9.3 and 9.1
per cent infiation rate. A rather dist-
urbing issue - related to the inflation
potential of the economy is the RBI
report of its credit to government for
the period March 31, 1949 to January 12,
1990 standing at Rs, 15,344 crores as
against Rs, 9794 crores from March
31, 1987 to January 1, 1988, which
is a 57 per cent increase, and which
is more than twice the budgeted deficit
of Rs. 7337 crores for 1989-90. Even
if the end of year accounts lowers
this amount of RBI credit, following
past year's practice, it will fall to
Rs. 10,000 crores, which is still well
above the budge;ed daeficit. This massive
liquidity build ‘'up will result in super
inflation and so there is need for 2
actions : a) the short term, immediate
action needed is to cut government
expenditure now drastically, particularly
on administration, subsidies, support
to losing public sector units and defence
and so lower the reserve money crea-
tion in the longer period b) start with
limiting RBI credit to government toa
government — RBI agreed figure as
recommended by the Sukhumoy Chakra-
varty report (See Vol. XVH 'P. 199) and
ultimately phase out RBI credit to govern-
ment which will stop the monetisation
of fiscal deficits completely as suggested
by the RBI Governor. (See Economic
Times Feb. 6 page 4). The Union govern-
ment complated its fourth tranche of

market borrowing, raising Rs. 1600 crores . =

in February, leaving only Rs. 939 éreés
as the fifth tranche to reach its target
for 1989-90 'of Rs. 7400.28 crores.

ah

Whether any pressure was brought on
the banks to subscribe to the 4th
tranche to prevent RBI credit to govern-
ment further escalating is not known.

Stock Exchange and Black Money

The Bombay Stock Exchange Committee
to recommend a code of conduct for
financial institutions and their subsi-
diaries as members of BSE suggests
that the ., existing guidelines can be

* modified and classified into a) condi-

tions and b) guidelines prope'r‘,‘_‘and
that the stock broking- commupifv;" should
gradualig adjust to the ‘widening capital
market. Under these conditions member-
ship is granted to subsidiaries of finan-
cial institutions and banks and stock
broking subsidiaries should engage only
in activities which = other brokers are
allowed to do. Whether these condi-
tions will avoid the kind of pressure
which speculator brokers brought to bear

on BSE to keep the market closed for
one more day on

ebruary 1 so that
there would be a further delay in the
completion of current settlement in cash
shares by a few more days is open to
doubt. The Stock Exchanges have
proposed to the finance  ministry
revised conditions for corporate mem-
bership of the SEs under which
Directors of Corporate = members of
stock exchanges would be required to
hold 40 per cent of the paid up share
capital of the company and that the
total liabilities of the corporate member
of the SE shall not exceed normally
ten times the net worth. How this will
work in practice remains to be seen.
The corporate private sector is stated

to expect' Rs. 55,000 crores to be raised

from the capital market over the Vili
Plan period. This would mean a very
slight increase in the amount raised
from the capital market as a percentage
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of gross domestic savings from the Vil
Pian’s 7.3 per cent to 8 per cent in the
VII Plan. ‘This would amount Rs. 47,000
crores without inflation and with a
§ per cent annual rate of inflation
Rs. 55,000 crores. The government has
taken the first of a series of steps,
the details of the other steps to be set
forth in the .upcoming 1890-91 budget,
to curb black money circulation. On
its  urging, the RBI has issued guide-
lines to all state and central cooperative
banks and scheduled banks on how
to maintain a'close watch on short term
accounts with their branches which are
opened in large numbers under ficti-
tuous names through which black
money transaction are  routed. By
oparating such accounts for short
periods, the provisions of the Income
Tax Act are evaded. To control this
channel, banks have been asked to obtain
proper introduction when accounts are
opened, record the full and correct
address of each account hoider in the
ledger, watching for operations of large
aé;éoums, requiring depositors in such
account to come personally and sign
before an account is opened, obtain
confirmation from ail introducers of
their introduction and incorporating a
certificate confirming the identity, occu-
pation and address of the person by
the introducer. To help in the easy
identification of safe deposit locker keys
by IT officers, the banks should emboss
on alt locker keys an tdentification
code, indi¢ating the branch and bank
which hirgd the lockers. Banks have
been asked to extend all aid and co-
operation to CBIl officials and take
serious punitive action against bank
staff who connive at black money
offences.: : , :



Economy

The government announced in Febr-
uary that it is setting up a committee
headed by the Secretary, Ministry of
Environment and Forests to review the
environmental policy, with particuiar
reference to the protection of the tribals
interest. The committee will examine
the forest rights and concessions enjoyed
by tribals and how these can be comba-
ined with ecological sustainability. The
government states that it is considering
setting up a Central Fishery Authority
of India during the VIIl Plan to tone
up the efficiency in the management
of deep sea fishery harbours and to
develop uniformity in their tunctioning.
The committee headed by Dr. C. Ranga-
rajan, the Deputy Governor set up by
RBI to review computerisation in banks
and prepare @ perspective plan for
1990-94 has submitted its report, whose
recommendations have been accepted
by the Bank. Recommending concent-
rating on the top 3V business centres
and their 2000 branches each, which
account for 51 per cent of total ban-
king business, it states that the main
purpose of computerisation in banks is to
improve customer service house keeping,
productivity and profitability. for prompt,
customer service at the branch level, a net
work based on a minicomputer linked to a
number of on line terminals, is suggested.
The housekeeping functions such as
periodical reports, statutory returns etc.
in the 37,000 non computerised branches
should be perfarmed by using computers
at the nearest regional/zonal office.
For this, manpower should be trained
—50,000 as data terminal operators,
5000 as supervisors, 8000 EDP managers,
2000 specialists and 400 trainees. The
financial future is gloomy unless cuts
are made in non plan nondevelopment
expenditure. Total revenue expeanditure
is stated to grow from Rs. 71,642 crores
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in 1987 - 88, Rs. 656,669 crores in
2016-16, of which administration in-
creases over 10 fold from Rs. 33,818
crores in 1987-88 to Rs. 317,89 crores
in 2015-16, This 1989 World Bank’s
country economic report on India warns
against drastic change in India’s indus-
trial policy, as any change in its policy
of liberalisation and deregulation may
threaten the gains made in the last
decade. It says the Indian economy
is at the cross roads —in the chaice
whether it wants to go to the Latin

America or South Korean way. The ¥
report says though absolute poverty ‘dhd *

the rate of poverty is diminishing, poverty
is a massive problem. Its findigg is that

the complexion and context of* Indian

poverty has changed, so that the many
factors that contributed to poverty reduc-
tion in the last 15 years will not yield
similar results in the future. So an alter-
native mix of strategy and instruments
are needed to deal with poverty. Simi-
larly it states that in agriculture, techno-
logical and other factors will slow
labour absorption so that industry and
service have become the dynamic area
to create employment. And for absor-
bing more labour in industry, labour
codes should be simplified and reser-
vation for small industry eliminated.
The report recalls that poverty is con-
centrated in central and eastern india
and that a rise 110 million young
adufts in 15-20' age group will occur
between 1980-2000 compared to 69
million between 1960 and 1980, Criti-
cising the anti-poverty programmes for
their many leaks, the employment
guarantee programmse of Maharashtra
is commended. It is good that the
government has made public this biased
report, which asks us to choose between
the S. Korean and Latin American
models, which are totally inapplicable
to India which is developing its own

model. Its free market orientation and
its accompaniment of liberalisation and
gnti small scale reservation as well as
l?s_ inteypretation of the poverty prog-
_ran'ime further shows up its biases. It
is not surprising that the report is
completely contrary :to - the new govern-
ments’ declared policy: An all India
suryey of 8400 family budgets (out of
20,000-invited) shows that 5992 families
havg “sharply reduced their ' entertain-
ment eéxpensés, 60 per cent have cut
t!\eir fong ‘distance travels - and  taxi-
rides. 5404 families report that they
cannot save anything and 3280 families:
mcun. dibis ‘évery rmongh.ranging from.
Rs.' 18&4sfls. 1000 - with: increase of
Rs. 5 to 50 per month, 2548 families

* Wave been forced to cut down on their

medical expenses and 2358 families on’
education of their children, ‘49 per cent:
have cut down in edible oils and sugat,
2352 families have cut down foodgrains
expenditure and 80 per cent on pulses,
This reality stands in stark contrast.to the

- ~sfweile | go;gl_g_eperalisations of the World

Bank. 'R governiiéht Committes chaired
by A.M. Khusro to”téview “agricllturat
credits in its report on the IRDP states"
1) Inefficiences and inadequacies exist at
al] stages ot implementation from identi-
fication of beneficiaries to,{determining for
each beneficiary the spgcific activity'
appropriate. to his skill and capability and
the market potential on to the, super»
visors and follow up stages ending
with the loan recovery : 2) There is
a 20 per .cent leakage in the adminis-
tration of subsidy and funds of, the
programme. -3): With the ‘kind of per-
formance brought out by the varigug
concurrent evaluatign in 1985-86,, the
destitutes: {with: Income Rs. 0-Rs. 2265)
4nd” tN@ véry 'very poor (with .income
Rs. 2265 t6 Rs: 8500) ¢annot cross the
sovarty line of fs.°6400. 4 Yhéugh

P (0B, - the “bibidramine Wik mewst
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concieved or operated as an integrated
programme ' covering exploitation of local
resources, development of the . socio-
economic infrastructure of and hightened
economic growth for higher wages and
employment. The programme was redu-
ced to a set of targets to be fuifilied
of bendficiaries and creditigiven, leading
to fall in lending standards and cynicism
about the programme on the part of the
bank branches.  5) It is serious that
only 12-13 per cent of beneficiaries
crossed the poverty line, and even so
the ' states above the national average
tidve benefitted most.  6) From the point
of incremental income, if loan repay-
rhents are deducted, the income is less
and according to the concurrent - evalua-
tion for January-December’ 1987,22 per
cint of thecbenpficlaries had- no -incre~
ménts) incoms; 10 per cont had Rs. 1:to
Rs. 500, 17 per cent between Rs. 501 .ta
Rs. 1000, 24 per cent between . Rs. 1001
to Rs. 2000 and 27 per cent above
Rs. 2000. 7) To make the programme
help remove poverty and for .credit- to
play ‘a “dynamic role, it is proposed
4) that village, block "and district level
planning - diagnoses the- acitivity and its
scale to be undertaken, 'b) targets
should not be uniform but based on
local - -resources and opportunities,
c) rural banking staff should enforce
normal banking discipline in choice and
supsrvision of borrowers. Qn this, the
committed’ found that banks were not
ilanlved"fln choice of participants ar
activity t'to ’ be financed, resulting is
the: work ethos ~of - rural: hranches; of
domitierciel fbanks  dateriorating,: which
the Yfosn melas’ further .aggravate If
this ~decline Fh - responsible _banking
attitude ' is- fiot i«checked, - its adverge
effocts witl spill over into the .banks,
yondral development!business .and;#he
widle Barking syStanmiavarns. the copt-
mittes. v A~racent . £ 2 diregtive: an



patenting life firms adds to the tussle
between India and developing countries
and industrial countries over the inclu-
sion of intellactual property rights within
GATT. The EC directive which extends
patent protection to all forms of
genetically altered life-plant .and animal
— could involve for India and the deve-
loping nations loss of food security
and an accelerated process of erosion
of plant and animal genetic resources,
NCAER in a sample survey covering
1 lakh households in rural and urban
areas over 1985-86 and 1987-83 states
that the results show a slightly more
egalitarian system in the latter year
compared to the first year, which was
the start of the VII Plan. For instance,
the poorest household earning upto
Rs. 9000 were 66.74 percent of the
sample in 1935-86 and 61.01 per cent in
1987-88 the difference being the house-
holds who have moved up to the lower
middle income category of Rs. 9001 to
Rs. 18000 per annum. The lower middle
class bracket was 256.22 per cent of
the households in 1985-86 and 28.44
per cent in 1987-88. The annual
income category of Rs. 9001—18000
in 1985 - 86 turns into Rs. 11,000/
22,000 in 1987-88. The other income
categories have not been affected
significantly. The evidence trom severyal
sources on the overall state of the eco-
nomy is as follows : while in 1989-90
GNP may cross & par cent, WPI will rise
by 7 per cent, the next monsoon axpected
to be good, which is that the . third
year in succession pushing up foodgrain
production beyond the 176 millon
tonnes of 1988-89; exports in April—
December Increasing,at 38 per cent and
ipoits at 20.7-per cent ;. BOP is. under
pressure, theforeign exchange. reserves
declining by Rs. 1,401 crores on January
2%, 1880 (against.'March .ond: 1989)
st Re. i 6203.53) croress along: with the
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large trade gap; governments’ foreign
loan servicing and its peaking this year
causing the BOP prassure ; the budget
deficit at the end of January reported
at Rs. 14,000 crores (the Planning
Commission hold that the revenue
deficit is Rs. 12000 crores) causing @
rise in money supply, April—-Decembq{
1989, at 16.8 per cent; and industry
which was siuggish at .2 per cent in the
first quarter improving to 4.4 per c.ent
in the second quarter, manufactur{ng
recording _negative growth in the first
quarter improving to 2.4 per cent:grawhh;
in the second quarter. Thus the pif:ture
of the economy in 1989-90 is a
mixed one. The government states that
it has decided to introduce & constitu-
tional amendment for 56 land reform
laws passed by the states to be included

in IX schedule, including 4 from Tamil
Nadu.

industry

The index of industrial production for
November now published by CSO at 7.0
per; cent of which manufacturing s
6.9 per cent is depressing despite the
fact that there has been some improve-
ment since the first quarter, April—June,
when the industrial growth was 2.3
per cent and manufacturing growth —0.1
per cent, the second quarter, July —
September, when industrial growth
was 6.2 per cent #nd manufactuvrvl'nq
growth '4.3 per cent, and for ‘the 2
months October and November of the
thitd quarter, the industrial growth rate
was 6.7 per cent and ' the manufac-
tufing was ‘6.2 per cent. ‘5o f9r the
period" April to November the indus-
trial growth rate is 4.9 per cent and the
manufacturing growth rate 3.1 per cent.
But the: result.of an examination .af the
congtituent. industries is ayen . more
depressing. Fertilisers  dectined ~—49.5
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per cent, —28:6 percent and —21.0 per
cent for the first two. quarters by —31.7
per cent for October and November of the
third quarter, cotton cloth by —4.8 per
cent, —9.1-per cent, —7.8 per cent and
by 6.9 per cent for October — November,
saleable steel by —8.6 per cent, —1.5 per
cent and —3.2 per cent in April —
November, cement has declined by —2.7
per cent, by 0 in July — September and
—2.3 per cent in Octaber and November-
which means that CSQ’s overall increase
of 7.4 pei ceat: for manufacturing in
November hides the very poor (negative)
performance of some crucial sectors.
it .is not- surprising that the Prime
Minister has- ‘asked the Economic
Advisory Council to review the
industrial policy and prepare a report
on the initiatives that could be taken
in this area, with a request - for
an -interim report by the first week
of March so that it can be discussed
before the presentation of the budget.
The Council has been asked to recom-
mend :..the means of  accelerating
industrial - growth- to achieve. a) rapid
expansion of mass consumption goods
at reasonable prices, b) faster growth
of industrial employment, and c) a rapid
growth of exports. The report should
cover industrial licensing (its simpli-
fication and reducing bureaucratic
control over small and medium projects),
fiscal policy, financial policy and export -
import policy. BIFR reports that sickness
in medium and large industries in the
Private sector is on the decline, the
number of applications for revival of
sick industries falling from 317 cases
in 1987 to 300 'in 1988 and 203 in
1989. AIMO suggests that professionali-
sation of appraisals of projects reports
by banks is needed before smalil and
medium industries are launched.’ It2is
hoped that this represents the state. of
sickness of :industry -as a whole, The

Ministry of Programme Implementation
reports that the unfinished 132 mega
and major projects of the Vil Plan
will rerquire an investment of atleast
Rs. 40,000 crores over the Rs. 41,000
crores already invested in them in the
Vil Plan. The cost over run of delayed
projects is 80 per cent of the original
cost till  September 1989 - from
Rs. 31,389 crores to Rs. 56,362 crores.
CMIE and Economic- Times surveys
show that the private sector’s perfor-
mance in 1988-89 was good after the
decline in sales growth and profitability
rate in 1906-87 and 1987-88. The
government has asked all ministries to
submit a status report on all projects
awaiting approval. According to CMIE
648 private sector companies and 145
public sector companies increased
their gross sales by 27 per cent at
current prices and their operating
profits by 30 per cent. The Economic
Times survey reports that during 1988-89
the larger companies inceased their
gross - returns on total capial from
8.9 to 9.8 per cent, with ratio of sales
being even better. All profitability ratios
increased and improved for large and
medium industries, The top performers
were Finolex Cabies, Century ENCs,
Varn Organics and Andhra system. The
cement industry has faced a glut for
the past 2 years due to a pick up in
production and slugdish demand, but
due to improved power supply and
some capacity additions, the 1989-90
production has increased from 43 million
tonnes in the previous year -to 49
milllon tonnes. ' In 1990-91 there wiil
only be a small addition ‘to capacity.
Since demand” has been growing' at
8.5 per cent a year, the glut “will ‘di-
sappesr by thg end of 1990-91, . §6
action should be taken now to_ increase
cement _capacity to. avoid a . shortage
in the Vill Plan. :The goveérnment hgs
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. gtatescmust be helged' toccoopsrats in
<sohving. thé slandproblem,

t Non: ferrous

A :new . record on..aluminium produc-
.tion. will be the -1989-90 output . of
483 lakh tonnes .compared. to .the
1-previous- year's 3.57:lakhs tonnes. The
2. giants, :-BALCO at.Karba and.NALCO
-at -Orissa,. have -together, - produced 3

-dakh. tonmes. -BALCO with. its: ..captive
thermal plant is. realising an opsration
ratio .of .90 per cent. BALCO is poised

-t double.: its ' preduction. to. 2.25 lakh

tonnes. Indian Aluminiusr-and MALCO
are :also - increasing their. .lautput.. . This

- meansithat India will imeet its entire
~domestic demand in the next 2 years.
:Willi it them. not. only csase. to be an
imposter buti. become: :.an.. exporter of

..aluminium iteking advantage. of the high

- prices in. the, international ...market. . at
$ 2000 per tonne.

Drugs, fertiliser, cotton and
handiooms

* There is a problem faced by the:diug
= industry which:has. been : the .subject - of
«government:s slection:pledge. to; review
~¢hd 3986 :. drug : .policy i {see..Vol. XVIi
~pp:i532 & 833). . Theimmediate issue is
~ghe prices of drugs which the manufactu-
rers want:tohave. raised..from present
~levels to-meetssoalating:input costs and
" the government wants :to:see . not -only

it maintained at present.levels. but also at
vlower ones. ‘The .government, on the
ubesis of yepresentation. of the industry,
«fthacidentiﬂed‘ 18ubulk drugs which..are
-‘i:mmupply and which it ia syggesated
; P ave:thelrsxports:banned, : There

!handall::-. generalipsoblem that dndustry
- bulk deg sho afithe Vil.plan;target for
g5 (Re..602 crores) and. fosmula-

-itions* (Rs. 128002 croves). 'The industry
'8ays its profits are 6-6 per-cent against
 the profit levet of 8.13 per oent permittéd
by the Drug Price Contro) Order of 1987.
-Hence: the problem - is -a) how to' in-
‘crease the supply of drugs -and formula-
‘tions to meet publio demand, leave alone
-exports: and -'b)  at - prices-.iwhich are
- affordable ~by- censumers and Wemmsne-
< yative for:producers. " There is a case for
a 9peedy review and -analysis. of: the
-issues involved by an expert .committee.
-On fertilisers, the subsidy to the .produ-
-cers which-- was . Rs. 1000 . crores in
1987-83 jumped to *‘Rs. 83000 .crotes in
1988-89, despite the .tighter retention

rprice: scheme as from 1 April 1988. Frem

< April«November 1989 fertilissr ontput: has
"increased marginally- 1 (0.8: pericent) but
capaeity use -has dropped -from 80 per
cent to 79 per cent. The issue.is that
the subsidy and the

‘as"'the" memy -studies :'show thav:ehilf}
*beneficiaries * are “not' the poor farmers.§
~On the industry’s side there is-demand ¥
hikes - in \raw |
materials * costs-' and “-the ~demand to ;
reduce -delay © in" “subsidy payment — |

for compensation for

tetentioh price "subsidy and - freight
-subsidy.'s In‘-fact . FICCI
poor ‘RPS has -made- tha fertiliser indu-
stry less energy efficient. - These:contra-
dictory statements need to be: examined
in detail and. resolved.- Onscotton,: in
view of the bumper crop of 115 lakh
bales estimated for the current year,
September 1989 to August 1990, CCIi
has reoriented its cotton purchase stra-
- tegy’ to commercial purchasing at its
own risk rather than as price support
operation so that the grower can obtain
remunerative prices. It has upto end
January 1990 purchased 6 lakh bales
_ which is more than the 5.8 lakh bales
. purchased .during all of last year.

retention price |
scheme - (RPS) has achieved no result’
v except -to--sybsidise: the - rich : farmers, !

holds. that a
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sFollowing the ~Abid Hussain’Committee’s
orecommendstion meferred to .- in  prev-
jous .esuea (Replenishment . and:expan-
sion of textile modernisation fund to
Rs 2000 crores in VIl Plan), dereser-
. vation of cotton ginning; an apex cotton
. development and . technology authority,
-‘reduced import. duties on synthetic fibres
and a spinning policy) the committee’s
further recommendations on the estab-
lishment of a National Hahdloom Deve-
lopment Authority, a. new deal _"f'ol‘
handloom deélérs and the redesigning
~of  the ‘Jaratha cloth scheme so' that

‘ . »
’ it is really targetted at low earning

‘weavers Wwhich the, neWw government

" Y4 acceptihg aé & means ol improving

the condition ‘of the weavers. “The
Abid Hussain = Committee " also calls
“attention to the undesirability of conti-
nuing for ever - the low productivity
- occupation liké handloom weaving, which

is*'fight enough: calling for a fresh

& approach to handloom weaving — impro-

ving its productivity'and enhancing the
‘earning of handloom weavers.” But
when the committee sets focus on the
weaver rather the loom; it seems more
like a slogan than a policy ‘panacea.

' 'Agric‘ultura‘l"'Production

- - Foodgrain output-for '4989-90- i’ anti-
-'cipated ‘to’'cross 1470 to " Y72 - mition
. tonnes-against 170.8: silliow tonnes -for

1988-89 which was a-record, .now being

surpassed. However-the 1989-90-output
« will falt shor€ of the year's target’ of 175
~:mnittion'tennes. -Most. of . the ~ourrent
- year’s increase in toodgrains will be from
«tice which is likely te- excaed : 71 -mitlion
. tonnes (63 millior tonnes: in.'kharif - and
«am-expected 8- million:tonnes of rabi).
- Wheatproduction is 54.5 million - tonnes.
. As a-result rice-procurement ‘has atready
. gurpassed*90'{akh tonnes- as ‘against" the
" 9%:02 {akh tonnés for the. whole ‘of ‘last

4

ryear. iAs ' the -rice marketing . 8sason
extends to. September 30, the total rice
. procurement is axpected: to ‘be 100 {akh
. tonnes 1 for. the :year. Among ithe top
-performers. is (Punjab with.. 46,24 . lakh

.ponnes, UP-12 lakh tonnes and AR; 11.30

Jjakhtonnes. Ths high levels of procure-

- ment ehables the  government to'-meet

* the demands of PDS’ -and -also to. reple-
-aistr thesbufer stock, ‘which will/:surpass
.4he'110-million tenne: - target. 1:0n v the
. pasis of the production trend in 1988-
-89; the Vit plan target: has- been fixed
- gt 220:million-tonnes. Cotton: output. is
~akpected at'102 Jakh .beles;sugar- cane
212 ‘rhillion tonnes and coarse cereals
-expected to:be 5.8 million tonnes, with
-_the total coarse:cereal output.going -upto
..33.8 million tonnes, : Puises production
« is 'a good 18:06: ¢million tonneufor kharif
«put is likely to'bedower at.8.2:million.:for
. yabi-compared to the target of 9.4 million
_tonnes. - In oil seeds, kharif production
- has'exceededh the -target and stands  at
i '9.26-million tonnes with the rabi. outlook
~also:good.  This: is a-rgmarkable achie-
. vamnent-:as'i the maoisture ulevel . was
.Jowen this-year and the croppingsituation
difficult. 1-This year's: - fertiliser wofftake
~was® & -high :120-{akh - tofine ob {NPK
.'compared: to ~113dekh :10naes- of ..tast
-year. ' +The --year started woll ~with a
-~ pountifut - kharif - but ~rabi faded : low
_Jevels! of water -sterage,.’ and  moisture
-istregs,- major ‘river -basins showed:poor
storage,- in'-South: India therabi :pro-
. gramme +had to:be called: off- in-many
ppockets-and in Maharashtra -and - Karna-
- taka sunflower,  jowar, ragi, nraize, gram
-suffered. But paddy ' escaped ‘because
of -December rains-and ‘the tate:-North
East monsoon  and-irrigated rabi* wheat
is 'satisfactory. - Scientists -'are urging
:the ‘use of phenomones - for crop :pest
- anagemsnt - as environmentally safe,
-as an effective ‘means ' of manitoring

~ pests " intensity ‘and trapping -and



destroying them. Hence it is urged that
serious efforts should be made in the
use of phenomones for insect control
as part of integrated pest management
strategy. At the end of January, the

government announced the setting up.

of a Commodity Management Board to
provide guidance on export and import
of agricultural commodities as part of
the new thrust to boosting agricultural
production, changing the pattern of
food and cash crops, for over coming
the adverse effects of lopsided develop-
ment in many regions, to generate
more employment, increase farm incomes,
reduce poverty in the sector and
rapidly increase  agricultural exports,
The Commission that has been set up
to eattain these ends referred to in the
last issue of the Bulletin is now
collecting expert opinion on means
of increasing agricultural production,
generating  employment, alleviating
poverty among small and, marginal
farmers and landless labourers, expand
agricultural exports and bring agricul-
ture to the same status as manufacturing
industry. These are important objectives
which can be attained over time, if
capital investment resources are diverted
from consumer goods manufactures to
agriculture, if the waste lands are
opened up for development into oil seeds,
pulses and orchard farms which the
corporate sector has offered to under-
take, if agro based products like
oil cakes, preserves and canned fruits
as well as the plantation crops are
intensified and expanded and if agricul-
ture is provided with the diversified
credit system including its own export-
import agency which manufacturers have
and the norms and terms are made
responsive to the conditions faced by
the farmers, The Commission has a fong
term task and the Board must take
the proposed action for an early and
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rapid expansion- of agricultural exports.
This should also be reflected in the
new 3 year import-export policy.

Forefgn Trade

On the one hand, the government
reports that thé trade deficit has declined
by 16 per cent during the first nine
months, April-December 1909, from
Rs. 6601.70 crores in April-December
1988 to Rs. 5518.45 crores. In dollar
terms the deficit has fallen by 28.2 per
cent — from $4647.18 million to
$ 3338.73 miilion (mainly due to the sharp
rise in exports during the 9 month from
Rs. 13,927 crores to 19,2056 crores — a
38 per cent increass). On the other hand
it should be noted that 1) the growth in
exports is matched by growth in imports,
which in the tirst 8 months rose by
Rs. 3658 crores compared to the export
growth of Rs. 4,832 crores, which means
that the trade gap for 1989-90 might
be a high Rs. 6000 crores, b) the depre-
ciating rupee both pushes production
costs and project outlays for importers
and obiiges the country to repay more
than 180 per cent of the loan taken
from IMF (the total drawals between
November 1981 and August 1984 was
Rs. 1462 crores and the repayment till
December 1989 was Rs. 4645.3 crores)
and ¢) what is not noticed in the
euphoria over the 38 per.cent export
expansion, CCS has increased to Rs. 1900
crores (that is against 2.4 times increase
in exports, CCS has increased 4 fold
in the VIt Plan) and the reported re-
quest of the ministry of commerce to
budget for Rs. 2250 crores as exports
subsidy for 1990-91. Itis reported that
the export target for 1990-91 is to be
increased by 40 per cent, from Rs. 28,025
crores for 1989-90 to Rs. 39,900 crores.
This means a sharp increase in CCS
and even higher spurt in the export
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subsidy. The government reports that it
is finalising the harmonising of customs
tariff with exports policy, which will
facilitate the work of importers and
exporters (in using similar code num-
bers) and which will be incorporated
in the new 3year import-export policy.
The government also has before it a
series of proposals on the Free Trade
Zone such as the setting up of a
National Free Trade Zones Authority,
standardisation of.conditions for value
addition, ~and a comprehensive long
term and uniform incentive package for
the zones on which it will make a
decision.: In .a major. modification of
the [IPRS, the government has pre-
scribed minimum value adddition to
_quaiify for the scheme. On individual
Items, government reports that cotton
textiles rose by 30 per cent at Rs. 1339

erores in- 1989.. - ‘

Loans and Aid

a0

In February the major lendirfg— agency
was the World Bank. It announced its
decision to recycle the ‘gains’ of the
depreciation of the Indian rupee, profits
for which the bank loans were earmarked
instead of retaining for itself the gains.
This means increasing the Bank’s con-
tribution from 50-55 per cent to 60.73
per cent of the total project cost. The
next step would be for the Bank to
untie these sums SO that they can be
deployed in any project or programme.
The Bank which has made a loan of
$ 250 million for Rajasthan, Maharasthra,
UP, Bihar for construction of roads and
bridges has asked for total exemption
of import duty on the equipment bought
from outside the country. This is not
only intervening in domestic policy but
will be placing these construction pro-
jects at an advantage over others.
The Bank is giving the Central Institute

of Plastics Engineering and Tools an
assistance of $ 12 million from July this
year for modernising its tool room
facility. IFC has offered an initial $ 25
million equity loan to {CICI.

International

World Trade _— (L

GATT negotiators in February have
agreed on a plan of action to liberalise
trade in the $ 100 million tropical pro-
ducts market. This will result in a new
accord to reduce import barriers and
duties on products such as nuts, coffee,
spices etc. The multifibre arrangement
(MFA) may be replaced by more . than

one. trapsitianal . arrangement - pending
the.integration of the -world trade in

textiles and clothing into GATT,
which may be the result of the Uruguay
round of negotiation. on textiles. .The
single market in the European Com-
munity (EC) in 1992, according to
UNCTAD, could increase its trade with
developing countries. However attempts
to pass on the burdea of adjustment
could oreate trade divarsion . effects
that would affect adversgly the deve-
loping countries. The UNCTAD report
to the March meeting of the Trade
and Development Board examines this
and other regional arrangements like
US-Canada Free Trade Association
(FTA) whose power in institutiongl
trade is such that policy shifts will
affect and alter third world trade, While
such trade diversion would be minimal
under FTA because, textiles and cloth-
ing exports could be affected because
the free trade in them requires 50 per
cent of the value added to originate
in US or Canada, which means only
clothes made in US and Canada will
qualify for PTA benefits, the report
points out.



World debt

"~ An OECD study states that the pro-
blem that plague heavily indebted
developing countries in repaying their
debt is high inflation, depressed saving
and investment which stem from the
fiscal rigidities in the country and not
the external parameters like debt-to-
export ratio, growth rate of OECD
countries, world interest rates, and
trends in world prices. This is a
convenient cover for the industrialised
world and is not based on theory or
empirical evidence, A UN study points
out that the growth of international
direct investnient by muftinationals at
$ 1,023 billion in 1987 against § 518,000
million in 1980 has outpaced the
growth of the world economy
and worid trade in the 80s. While
the study shows that Japan is the
fifth largest source of country of
world wide direct investment at
$ 77,000 million in 1987, Japanese com-
mercial banks which are among the
world’s leading financial institution
complain of their earnings falling in
1989 because of their troubled loans
to developing countries, of which the
sweeping new debt relief package they
feel is a precursor. As a consequence
they are becoming more conservative
in their investment in the third world.

World Aild

The overseas Development Council, a
US private body, in a study states
that the IMF collected $ 3.07 billion
more than it lent in 1988 at $54
billion. This means that the Fund is
taking more than it puts in the poor
countries. While this worsens the
financial position of these countries —
there are exceptions in Mexico, Bolivia
and Gautemala which are getting more
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from the IMF than they are paying out
to it. UNIDO announces that the first
South-South cooperation project invol-
ving India, Egypt, Malawi, Philippines
and Malaysia in 50 industrial ventures
is now ready to take off.

wWIPO

The World International Property
Organisation (WIPQO) has proposed a
new international convention which
widens the scope of dispute settlement
procedure to cover not only multilateral
and bilateral treaties but to give ade-
quate protection to all intellectuat
property : rights. This is:coming uw:for
discussing at a WIPO* meeting'inn Geneva
and tends to excerbate the existing
differences between thz US and some
of the Industrial countries and India
and the developing countries on this
issue. The treaty on the other hand
claims at striking a balance in providing
for mandatory consultations on disputes
and optionai mediation,

Global warming

World scientists including 49 Noble
laurates have called for immediate
action on global warming. This is
appropriate as there is a new round
of inter — governmental meetings on
climate change to be heldin March—
April. It is attended by 60 countries
and is aimed at an international agree-
ment on countering global warming.
The global warming is caused by
~green house’” gases, notably carbon
dioxide. The appeal is for industrialised
countries to commit themselves to
reduce their carbon dioxide emissions’
by 20 per cent by 2000. Cérbon
dioxide is caused by the burning of
fossil fuels which accounts for half the
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‘green house’ effects. The US accounts
for 20 per cent of all much such
emissions. It i8 important that this
restraint is:not imposed on developing

* *

countries who are not burning fossil
fuels excessively. What they must. do
ts to stop their doforestation and pro-
mote a programme of active afforestation.

* - ]

1. Agricultural Development ‘in Tamil Nadu-

Paddy “and other cropis

Farmers were harvesting the samba
crop |n Thanjavur and - alf’“dver the
stite "4t ‘the ‘end:bf Februaty. They
faced several handicaps this year—
including the late opening of Mettur
(on August 20 instead of the usual
June 12), see Vol XIX p416, which
affected patticularly the ' Thanjavisr deita
farmers, the failure of the monsoon
over North Arcot and the drying up of
water courses in the district so that
the farmers along the Palar bed only
€804 cultivate 85,000 hectares instead
of the normal 2.26 lakh hectares of
paddy, the fallin Mettur level and the
non response of Karnataka to the plea
of the farmers to release 15 tmec ft of
cauvery water and the failure of the
samba crop faced by the Tiruvannamalai-
Sambuvarayan district farmers, But
against these, the farmers profned from
the totally unexpected rains in January
which ensbled the closing of Mettur
for a fortnight and so conserve water,
the absence of pests this year and a
remarkably uniform higher per hectare
yield, the bumper crops obtained by
farmers in Madurai and Chengai-Anna
districts to make up for the short fall
of the North Arcot farmer, and the help
they obtained from Rs. 9 crore govern-
ment of India special programme in the
way of micro ‘nutrients certified seeds,
pesticides and weedicides at highly

subsidised rates to farmers” in the 8
rice growing districts, The failure of
the "samba crop was because of the
truant monsoon. Farmers growmg the
dry crops of millets report a good crop,
while the lack of water has not been
taken seriously by Thanjavur fatmers to
switch from paddy. “They Have' é”‘ltched
to sugarcane ‘in Sm‘ne reas whnch isa
more water intensive crop. ’l‘his means
the increase in sugar cane ‘area from
1.20 lakh hectares to 2 lakh hectares
is a disturbing ~ development. The per
hectare paddy yield obtained by the
tarmers is 3000 kg per hectare, next
only to the Punjab farmers who have
obtained 3600 kg per hectare. Farmers
also have increased the use of fértilisers
to 116 kg per hectare, which again
is next only to Punjab tarmers
but its mode of application needs
improvement, including ‘split application’,
The government expects paddy produc-
tion for the year to reach the target
of 60 lakh tonnes. It reports by mid
February that 5.80 lakh tonnes of paddy
had been procured which is over 26
per cent of last year's procurement at
this time. {t states that it plans to
purchase 3.5 lakh tonnes as buffer stock
from AP and Punjab.

Research resuits

In February research reports are from

the Vridachalam research station on con-



trolling a severe rice pest, from research
station, Chickamagulur on a high vielding
paddy variety IET 7191 that it has deve-
loped, from the coconut research station
of TNAU in Thanjavur district on means
of fighting the red hairy caterpillar
menace in groundnut, from the oil seeds
research station at Tindivanam which
has developed a seed drill for groundnut
sowing, from the CICR, Nagpur on
improved package of practices that it
has developed for the growing of LRA-
5166, from the Regional research station
at Kumarakom on countering the stem
bleeding disease in coconuts, from the
CPCR, Kasaragod on the difficulties and
problems faced in perfecting tissue
culture technique for propagating coco-
nut, from the research station, Wynad,
Kerala on its development of an ever-
green spice tree of promise, from the
Idukki district on the variety of cardamom
which yields 350 kg to 450 kg per
hectare, from the forestry station, Kar-
nataka, on countering damping off and
seedling blight problems in nurseries,
from the central plantation crops research
station, Vittal, Karnataka on the drought
resistant cocoa varieties — NC31, NC

42 and Amel that it has success-
fully developed, from the central
tobacco research institute, Rajasthan

on the use of neem oil as sucker
control, from the soil testing laboratory,
Salem on means of controlling iron
chlorosis in sugar cane soils, from the
Regional Research Station, Tirupati on
means of countering the serious yellow
vein mosaic disease in bhendi, from
the Chenganacheri experiment on getting
good returns from rubber by growing
cover crop in the plantation which
smothers the weeds and adds nitrogen
to the soil, from TNAU, Coimbatore
which has developed a very effective
electtonic metred seed planter, from the
TNAU research station, Tiruchi on means
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of fighting leaf spot disease of banana,
from the veterinary college, Madras on
managing cows in dry periods, from UAS,
Dharwad on checking summer inferti-
lity in buffaloes, from a Sholavaram
farm on diversification of farming, re-
cycling of farm residues and entiching
the soil with nutrients through a de-
monstratton of stall fed sheep and goat
farming, from the Tamil Nadu Rice
Research Institute, Aduthurai on the
use of azolla, blue green algae and
azolla pirillum as efficient bio fertilizer
for rice as established in its experi-
ment, from the spice board, Saklespur
on the cultivation practices, manuring,
control of pests and diseases in the
cultivation of cloves and nut megs which
are not widely known as very profitable
spice crop on which marketing should
be further developed, and from Kerala
Agricultural University on means of
controlling the pest, cardamom thrips
in cardamom farms.

Tea

Tea production is stagnating for the
past 2 years at 683.08 million kg in
1987-88, at 683.06 kg in 1988-89,
with a similar level expected in
1989-90. The 9 months, April to
December 1990 recorded an output of
648 million kg which was the same
as that of last year. For 1990-91 a
record crop of 720 million kg is
expected if the weather is good and
domestic consumption (with an annual
10 per cent increase) is set at 510
million kg in 1990, leaving an export
availability of 210 million kg as in
1989. The commerce ministry wants
to increase tea production and exports
and has therefore placed tea in the
thrust area and has asked the top 25
tea producing companies to submit
their plans and to rehabilitate speediy
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the 12.5 sick tea companies. The
country is over dependent on USSR
for its overseas sale of tea and the
latest information is that USSR has
pushed UK to the 2nd place in the
receipt of Indian tea export-in 1989
USSR purchased 227,000 tonnes of
Indian tea against UK's 160,000 tonnes.
There is need for India to diversify
her export tea market.

Goffee

Coffee faces a crisis. The ICO agree-
ment has collapsed, with no hope of
revival of quotas and prices., The
1988-89 crop of 2.17 lakh tonnes
(which was the target for 2000) is
likely to be followed by 1.35 lakh
tonnes in 1989-90 (against the expec-
ted 1.5 lakh tonnes). Prices, both
international and domestic have col-
lapsed. - Coffee exports are expected
to reach a high 1.5 lakh tonnes in
1989-90 earning Rs. 375 crores which
works out to a unit value realisation
of Rs. 25,000 per tonne against last
year's Rs. 34,486 per tonne, involving
a fall of 27 percent in export prices.
Domestic consumption is stagnant at
‘less than 56,000 tonnes and prices
are falling. The most severe effect of
this crisis is on the 94 per cent of
1.2 lakh coffee growers who are
small farmers who face not only lower
productlon, but also lower prices and
a rise in cost. There is need for some
relief to the group which a review of
the minimum release price, sales tax
and purchase tax calls for.

A .
lndustnallsat:on in the state

" “The government set up in Febiuary
'a’%8 member task force headed: by

»

Rubber

Rubber proaucuunn ... 1990-81 is
estimated at 3.27 lakh tonnes and
demand at 3.65 lakh tonnes, calling
for an import of 40,000 tonnes. The
question under debate is whether there
will be a policy import management,
requested and expected by the growers,
covering import quantum, quality, price,
release time, and buffer stock. Rubber
prices are expected to remain at the same
level of 1989. The R & D programme in
this area should concentrate in upgrading
quality, of which there is no sign.

Cardamom and Pepper |

Cardamom production is daclining,
being 3300 tonnes in 1989-90 against
the previous year's 42,000 tonnes. So

exports for the 8 months April-Novem-
ber 1989 have been a meagre 118
tonnes earning Rs. 1.72 crores against
377 tonnes earning Rs. 5.28 croreg in
1989-80. . This indicates a rather sharp
drop this year in.the quota of expoxts
despite a rise in the unit price reahseq
Pepper also reports. lower production
and lower exports in April- November
1989 at export quantum of 15160
tonnes and realisation of Rs, 7806
crores. compared to 28, 893 tonnes
earning Rs.. 131, 53 crores in 1988 89.
Here tao the unit value has risen but
total realisation. has fallen because of
the lower production and. expor;s.
Rectification measures .are needed in
the case of spices - cardamom epd
pepper in 1990 which. the Spices Board
needs to examine and propose.
» ' e

T

Industrial Development in Tamil Nadu

the secretary, industries depavtmen; tp
identify the .potential of mdustry in
various fields-and the various. typss- of



industries that could be successfully
promoted. it will prepare a report after
an indepth analysis of various aspects
like manpower, infrastructure availability,
specific industries that can be promoted,
opportunities for export and measures
to improve power, water supply and
other social over heads. Representatives
of CE! are also members of the Task
Force.

Neyveli and ONGC

NLC reports that it has been forced
to curtail its mining operation by half
because of the rufusal of some villagers
to vacate the site and the dclay in
handing over some 162 hectares of
land acquired sometime ago. There is
the danger, NLC points out, of a com-
plete cessation of muning work by April
if this issue is not speedily resojved.
All this is inspite of the fact that NLC
has fully met the rehabilitation of dis-
placed persons as promised to the govern-
ment. On the ONGC side, more oil
finds in the Nannilam and Narimanam
structures in the Thanjavur district on
the Cauvery onland basin are reported,
further reinforcing the prospect of the
cauvery basin as an oil rich area. Gas
production by the end of the Vill Plan
will be 3.5 million cubic metres,
Because of early production of oil from
these wells, associated gas also has
to be used without being wastefully
flared. Many industrial units are already
using gas as fuel, while the Tamil Nadu
Electricity Board is planning to use gas
for power generation with the installa-
tion of a five MW generator set in the
Narimanam region. A crude distillation
plant with an initial capacity of 5 lakh
tonnes will also be established to pro-
duce middle distillates like kerosene
and diesel oil. Over 86 per cent of gas
production is earmarked for power
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generation and for this bigger unit is
to come up in Cuddalore. From the
second well at Nannilam, oil was flow-
ing at the rate of 67 tonnes a day
(500 barrels), while another well in
Narimanam is vyielding 74 tonnes (555
barrels). These finds have further im-
proved the prospects of the Thanjavur
area of the Cauvery basin. The produc-
tion of oil from the onland cauvery
basin is more than 5000 barrels a day
(of very good light oil) and will increase
to 6000 barrels as the latest finds are
brought under ONGC's early production
system from February 24. ONGC is
making arrangements to transport the
crude oil by rail tankers from Naga-
pattinam to Madras refineries for re-
processing. Thus the state is beginning
to get on the crude oil map of India
and its processing facilities will help
to cut the cost of transportation as
well as save foreign exchange.

National Chamber, Hosur Estate,
SIDCO and THC

The National Chamber of Commerce
announced that it is establishing an
industrial estate in a 30 acte site on
the old Mahabalipuram road with 100
shed for manufacturing various consumer
products. This is one of the few jf
not the only private sector industrial
estate. Standard Batteries states that
it is setting up a fourth unit in the Hosur
egstate with an investment of Rs. 40
crores. SIDCO reports that less than
30 per cent of the 95,000 registered
small scale enterprises in the state are
in contact with it, using its help. |{f
this is due to the complex procedures,
they should be simplified. If it is
due to lack of knowledge, a publicity
campaign should be ~ undertaken by
SIDCO. TIIC reports a disturbing trend
in its overdues and closure of assisted
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units. Of the 40,000 units assisted,
12,000 have closed down. Of the
remaining 28,000 units, 8000 h?ve over-
dues. This calls for more strict appli-
cation of criteria in making loans to

the units.

MRF, MIL & GREMACH

BIFR states that is has cleared the
take over of the sick Aruna Lgather and
Exports by MRF. The Indian Bank
which is the custodian of the company
which has liabilities of Rs. 3 crores pas
been asked by BIFR to prepare & YBYIY&'
package and -work out the modalmgs
for settling the outstanding dues. This
means that the Indian Bank has t'o
pump in more funds. On this bqs;s
MRF which is a recognised tradlr}g
house with a crude export market, while
taking its share in settling the over
dues, plans to fine tune the company
and bring its management ugtg the
point where it can operate efficiently.

Madras Industrial Linings (MIL) whic.h
is the leading manufacturers of anti-

corrosion and anti-abrasion rubber lin-
ings and other rubber prf)ducts h.as
diversified into various flelfjs whfle
maintaining chemical engineering as its
thrust area. It is not only at ‘the cutt-
ing edge of chemical engineering tech-
nology in the country, it has develop.ed
a wide overseas mar!(et for its
product and has estabhshgd pa_xrallel
companies in Kenya and Saudi Arabia. Its
latest venture is the PTFE factory at
Gummudipoondi for the manufacturP: of
paste extruded PTFE tube_s, PTfE liner
pipes and fittings which is being run
with UK collaboration. Gremach CNC
is setting up a unit to manufacture
3D measuring machines and machine
tools with an outlay of Rs. 10.80 crores-
The project which has Italian colla-
boration will use state of the art

techniques to produce 3 coordina?e
measuring machines (CMM) and WI‘"
replace the 100 percent import of this

product at present,

Sponge iron, Binny and Elcot and
MEPZ

Three private sector steel companies
— GK steel group Coimbatore, RKKR
Steel Madras, and Bhoruka steel,
Bangalore are setting up a Rs. 125. crore
sponge iron plant with a capacity of
2.25 lakh metres using the Cauvery
basin gas as feed stock. The GK group
has also gone in for a pubic issue
of Rs. 1.8 crores to part finance its
Rs. 10.45 crore plant at Dindigul which
will have a capacity to manufacture
57600 tonnes of alloy and special ste_el
billets and which will go on stream In
April 1990. Binny's proposal to -IT"IO\.Ie
its processing unit to Bhuvanagiri, in
South Arcot is sound because that
jocation will enable it to u§e the
Cauvery basin gas and so save sizeably
on its power bill. It is however a pity that
this good proposal was not throughly
discussed with its labour union and
its support obtained. Now there is a
deadiock as the union fears that this
move will end endanger the employ-
ment of 2000 workers in the unit and
may even endanger the functioning of
B & C. This is a further factor in favour
of labour unions entering the manage-
ment area of the concerned company.
A 100 per cent export oriented soft
ferrite unit is coming up as a Rs. 40
crore joint project with ELCOT and a
local entrepreneur at the Ranipet loca-
tion of SIPCOT. The plant will have
a capacity of 300 tonnes per annum,
Soft ferrite is in high demand in TV
production and is in strong demand
abroad, in USSR and other countries.

ELCOT and Amalgamations are jointly



setting up a Rs. 12 crore plant for the
manufacture of printed circuit boards
(PCBs). It will also be a 100 per cent ex-
port oriented plant and is to be located at
MEPR. The state government has proje-
cted telecom equipment to reach Rs. 350
Frores by 1994-95, with ELCOT account-
ing for Rs. 100 crores in projects,

Leather

'The leather and leather products
fndustry has a double distinction. First
in the 80s its exports have increased
6 fold from Rs. 400 crores to over
Rs. 2000 crores. Second, the value
added component of these exports
mark a high 65 per cent of all exports,
again moving sharply away from the
mid 70s when the bulk of the exports
were raw hides and skins or semi-

* *
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finished leather, This has enabled the
export to be diversified in the country’s
receiving them, from the Rupee trade
area to the general currency area. This
explains the Minister of Commerce
plan to increase India‘s share of world
leather exports from the present 1 per
cent to 3 percent by the end of the
decade. This requires a) modernisation
of the collection system, b) introduction
of mobile fiaying system to collect car-
casses from far off places, ¢c) commercial
farming which will increase supply of
leather, d) phasing out the export of
finished leather, e) modernising pro-
duction facilities, especially in the small
and medium units, f) the full use of the
World Bank‘s leather export marketing
fund, and g) the setting up an adequate
number of effluent treatment plants to
prevent the pollution of the soil and
the environment,

* *

IV. Education, Science and Health

Educational reforms

The new government has pledged

pp. 22 & 169). Similarly there should

be a spelling out of what equity and
social justice mean in regard to the

in its election manifesto that on the one
pand it will increase the educational
investment to 6 per cent of the GNP
(from the current 3 per cent) and that
it will review the National Policy on
Education 1986 (see Vol. XVI p. 436) to
rid it of its elitist bias. The minister
'e’xpresse'd this aim as one of ensuring
equity and social justice”’. There will
be general agreement with both these
statgmept of aims if there was an
explication of what the “elitist”” elements
are (if they refer to Navodya schools
they were Opposed on educational
grounds in this bulletin (see VoI, Xvi

educational system. The government is
setting up a committee to undertake
the task of this review.

Literacy

The National literacy mission dedicated
to impart functional liteacy to 80 millions
out of 116 million illiterates in the
age group 15-35 in 1981 over a 7
year period received a shot in the
arm on February 3 when as result of
a sustained year long campaign by the
Kerala Sastra Sahithya Parishad in the
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district of Ernakulam. the district as a
whole comprising 1.85 lakh persons in
the age group 5-60 liquidated illiteracy.
The district was declared illiteracy free
on February 3 by the prime minister.
This achievement represents an unusual
synergy of governmental development
administration and of a whole range of
voluntary organisations. This model
headed by the collector has involved
a total mobilisation of human resources
and comprising a clear identification of
illiterate persons through a door to door
census, the setting up of people’s com-
mittees from the ward upto a district,
a flexible need based learning programme
administered by volunteer instructors
aided by a systematic exposure to
relevant knowledge, skills and attitude,
monitoring and evaluation and the vital
input of post literacy continuity-—r:as
set the stage for other states, including
Tamil Nadu adopting this model to
make a whole district literate. This is the
pledge taken by all concerned on this
Internationa! Literacy Year.

Technical education

The government announced that-it is
reviewing the existing ban on pnv'ate
hospitals offering post graduate medical
courses. The immediate occasion for
this was the request by the Child's
Trust hospital, Madras to be allowed
to train doctors in MD and DCH (Diploma

in Child Health) courses.

Science

The 77th session of the Indian Science
Congress held from February 4 to 10
in Cochin was inaugurated as usual
by the Prime Minister who raised
questions on the growing contradiction
between scientific progress and the

» 8

abridgement of the individuality of the
human person. While the rapid stiides in
science and technology have spurred
industrial development and transfor-
mation which the poor. countries are
trying desperately to ‘catch up’, it has
taken heavy toll of the diversity of
individual lives through mass production,
standardisation, specialisation and the
mass culture of consumerism. The way
to achieve a decentralized political and
economic order is to move away from
gigantism to reliance on a highly diffused
pattern of activities, It was agreed
that Indian science can come to its
own only if the whole matrix of indu-
strial technology is integraily related to
the flowering of creative energy in the
scientific community. The Department
of Science and Technology has proposed
at the congress that as a follow up
of the recommendation of last year’'s
science congress, the Department of
Science & Technology will launch a new
scheme for the creation of a series of
regional science reference centres during
the Vil Plan. The Ministry of Human
Resources Development which has in-
vested Rs. 100 crores for infrastructure
and manpower development, projects
the latter as one of the major activities
of VIl Plan, CSIR proposes to double
the number fellowships from the present
4000 by 1995, the Ministry of Environ-
ment and Forests in collaboration with
a number of countries is probing into
problems of green house, ozone layer
depletion, acid rain and pollution control.
The space application programme has
a programme for acreage estimation of
major crops like wheat, rice, sorghum
and groundnut using remote sensing
technique. There was a general recom-
mendation to double the investment and
manpower in R&D by the end of the
Vil Plan.
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V. Employment and Labour Relations

The major debate in February was
around the election pledge of the new
government about the Right to Work
becoming part of the constitution’s
fundamental rights. Its components are
said to involve : a) building a firm data
base both at union and states levels :
b) standardisation of presentation of
data in place of the present multiform
presentation : ¢) manpower pianning :
d) establishing a new division of the
Planning Commission for formulating
and monitoring the employment strategy:
e) formation of a cabinet committee
on employment to ensure the availa-
bility of the implementation of the
right and provide a review mechanism
at the highest level : f) developing the
possibilities of the services sector,
which will provide employment parti-
cularly to the educated: g) giving top
priority to the revival of sick/weak
units which should supplement gene-
ration of new employment : h) meshing
the work of the banks and financial
institutions so that they help and not
burden economic growth - an example
to the contrary is the percentage of
bank credit to deposits has fallen from
793 in 1971 to 60.3 in 1989 and
sanctioned assistance to production
units in backward districts fallings from
46 per cent at start of the Vil Plan to
36 percent in 1987-88 and priority
sector advances being 45 per cent of
total credit in 1987, ,with 16 per cent
each to agriculture and small scale
industry : i) consclidation of employ-
ment guarantee scheme to save expendi-
ture and plug leakages: j) inserting
a provision on the right to work
which will fill a glaring gap in the
article on Fundamental Rights. The

Planning Commission have in this con-
nection proposed -the creation of an
employment generation fund to finance
jobs all under the right to work pro-
gramme. The Commission has suggested
that capital intensive project should be
given up and the funds so released
diverted to the fund. Also public
contributions may be invited to the
fund. In a study on theright to work,
it is found that 2 groups of persons
will have to be covered: a) those
able and willing to work who can find
no work and those who are underem-
ployed earning less than the minimum
wages: and b) those in the first decile
whom no programmes covers and the
aged, sick and disabled. For the first
group an additional Rs. 3000 crores
over the present Rs. 3000 crores should
be provided and for the second group
Rs. 6000 crores would be needed for
social security payments. This Rs. 12000
crores per annum can be found through
additional taxes and economies in exist-
ing expenditures — capital and revenue.
If it cannot be found, the amendment
should be deferred and the public so
informed. The union government states
that it is thinking of bringing in legis-
lation to ensure round the year employ-
ment for agricultural labourers and to
extend benefits like provident fund for
the farm sector which is largely un.
organised. This would be part of the
right to work referred to earlier. The
report of the labour ministry refers to the
overall improvement in industrial rela-
tions with strike and lockouts declining
from 7894 in 1984 to 1565 in 1989
and the mandays lost from 56 million
to 32 million. The increase in the out-
flow of scientific manpower from the

country has increased from 46,801 in
1970-73 to 75,194 in 1978-81 onto
8,42,000 in 1982-85, with the largest
percentage at 30.8 percent to the US
(98,700) and the second largest at
25.4 per cent to west Asia (75,000)
The largest number going abroad are
engineers at over 50 per cent followed
by doctors at 20 per cent. There is

* *
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also an internal brain drain due to the
wrong choice of study and career -
forced on the student at the early age.
of 14.15 and shifts after graduation
to a vocation of his choice, causing
brain wastage and to the mismatch
between levels of training imparted and
the level of use within the technical
and scientific field.

* *

Vvi. Other Items

Autonomy issues

There were two meetings in February
dealing with autonomy issues. One was
a meeting organised by students from
all faculties including low question
of autonomy to AIR and TV. Here
a few specific amendments to the draft
bili in regard to the panel that is to
recommend the names of the governors
to the president and a new provision
on making available a block grant from
the consolidated fund of India were
discussed. In addition the need to
develop conventions on appointments
of programme staff, on freedom of and
independence to such staff, on decen-
tralization of the media operation to
the district and panchayat councils
level using micro transmitters and

VCRs were discussed. The other
was a meeting on the autonomy
of the Queen Mary’s College and how
it has worked and arganised by the
staff of 'the college. In the staff pre-
sentation, the freedom and flexibility
provided to the staff was commended
but the system of transfer of staff by
the Director of Collegiate Education and
the overcrowding of classes was criti-
cised as obstacles to the effective
academic development of the college.

TNSC S &T

The newly constituted executive com-
mittee of the Tamil Nadu State Council
of Science & Technology met on
February, It reviewed the status and
progress of the ongoing research pro-
jects and made suggestions for their
further monitoring and rteviewed and
approved some 8 new research projects,
it also approved travel grants to scholars
whose papers had been accepted by
International Confetence authorities to
attend them. It took note of the re-
commendations of the last meating of
secretaries of State Council and decided
to organise a training course for em-
ploying rural artisans. It also approved
audited accounts for 1988-89 and the
budget proposal for 1990-91,

e

In February, the Board of Trustess
of the India International Centre met
and discussed the draft exchange of
letters proposed between the Centre and
the Bajaj Foundation on the receipt of
an endowment from the Federation. It
also agreed upon the further extension
of the renting of the premises to ICRIER



and RIS, It discussed and commented
on the draft report of the Director for
1989, approved the audited accounts for
1988-89, the revised budget estimates
for 1983 and the budget for 1990-91.
The February panel discussion on engi-
neering industries was also held. The
main issue is that there is a move
away from metal based engineering
industries which affects the industrial
development of the country. There was
also on the following day a seminar on
industrial policy attended by top eco-
nomists and planners and planning com-
mission members. A number of sugges-
tion were made on how the new policy
could rechannel industry in the direction
of the production of wage goods and
the generation of employment.

UGC standing committee and IGOU

The UGC standing committee on
literacy met for the first time. Its main
business was to receive the report on
how literacy work was being developed
or hindered at the universities as re-
ported by 20 directors of literacy from
the universities. As a result 5 problems
were identified — the position of women
on literacy, the absence of support to
the adult literacy department and work
from the state governments, the non
recognition of the staff and the depart-
ment by the academic bodies of the
universities and the problem posed by
the inadequate and irregular funding of
university literacy work. These five
issues are to be reviewed at the next
meeting of the committee. There was
a meeting of the selection committee
for the vicechancellorship of the indira
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Gandhi Open Unijversity. A panel of 5
names were agreed upon and submitted
to the visitor who is the President of
the Republic.

Aide et Action and Alliance Francaise

There was a gathering of over 100
voluntary agencies brought together by
the organisation Aide et Action. The
meeting examined the role of voluntary
agencies in the changing national and
international situation, the problem of
need and poverty and how the agencies
can raise fund to meet the needs.
Alliance Francaise also on that day
organised an exhibition of creative
weaving where the innovative hand-
loom materials woven by two Kerala
weavers and a French artist were on
view. The occasion was used to recall
the historical role of handlooms in India,
the problems that they were facing and
the innovative development now under
way.

First Article

The paper for the February seminar
Tamil Nadu — Some Comments on An
Economic Appraisal — 1988 by Malcoim
S. Adiseshiah together with a summary
of the discussion appears as the first
article,

Second article

A second paper, Reservations in
theory and practice by Dr. Radhakrishnan
for the workshop on Backward classes
and Reservations appears as the second
article.

MIDS News

Dr. Padmini Swaminathan attended a
symposium conducted by Bharathidasan
University, Trichy on “india’s Develop-
ment Experience: Lessons, Problems
and Prospects”, and spoke on “India’s
Industrial Development’, — 23rd and
24th March, 1990 at Trichy.

* ] » | ] L ]

Dr. Nasir Tyabji participated in the
S.eminar on ‘Budget and the Finance
Bill 1990 and its impact on the Economy”’

organised jointly by the Management
Division of Anna University and the

State Bank of India on Marqh 28, 1990.
He evaluated the intentions laid out
in the Budget speech in relation to the

problems of the economy identified by
the Economic Advisory Council's Report.
* * ® * *®

Dr. Nirmal Sengupta attended the
meeting of the Expert Group at Lucknow
of the National Institute of Urban Affairs,
New Delhi to discuss the draft report
on Women in the Urban Informal Sector
on 5th and 6th April.

* * L] » »

Attended a workshop to discuss the
report with the experts in the field of Jand
reforms conducted by the Lal Bahadur
Shastri National Academy of Administra-
tion, Mussoorie from 7th to 9th April.

* . ] * =
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March Development Seminar

Some Comments on Tamil Nadu— An Economic Appraisal — 1988

Dr. Malcolm S. Adiseshiah

Prolegomena

The document Tamil Nadu — Econo-
mic Appraisal — 1988 (which fotlowing
the last appraisal should be titled 1988-
89), became available in early February
(8.2.90). The Preface signed by the
Director, Evaluation and Applied Re-
search Department dated 10th May 1989,
is somewhat ' misleading because the
appraisal document contains information
on the south west monsoon (June-
September 1989) and the north east mon-
soon (October-December 1989). However
as stated in the fast review, the data set
forth for the year 1987-88 are now firm
and no longer tentative. It would be help-
ful if the actual date of issue of the
document is made known. The appraisal
is somewhat dated for the understanding,
review and approval of the 1990-91 bud-
get, as it has almost nothing on the pre-
vious year, 1989-90, on which the budget
proposals could be judged.

The volume itself contains many new
elements.

For one thing, the state income has
been computed in a new series on
the base of 1980-81 and is available
for each of the seven years 1980-81
to 1987-88. This brings the state esti-
mate of the State Domestic Product
into line with the all India National
Income estimates, which have also been
established on the 1980-81 base by
CSO. CSO’s revision of the base of
the National Accounts statistics is justi-
fied on the ground that such a revision
is required every ten years (as recom-
mended by the United Nations) and
because of some changes in the methodo-
logy of estimation, particularly in re-
lation to consumption of capital.
The state revision is justified in the
document on the ground that it has
increased the dependability of the
estimates in view of the fact that it

, account the Trealities of the
economic conditions over the
J vyears’. This is not clear
se a methodological change cannot
account of changed economic
Jitions. Two results follow, First
e is a discontinuity in the time
sries of the state income data with
.he pre 1980-81 estimates being based
on the 1970-71 base which is taken
into account in comparing the perfor-
mance in the 80s with that of the 70s
(Table 3 of chapter 2). Second, as the
base of the Industrial production
index for. the state is still 1970-71,
no: comparison with the all India index
of industrial production which has been
revised to the base year 1980-81 is
possible as pointed in p72.

A second new element is the separate
detailed chapter on irrigation which has
a time series from 1980-89 of the
irrigation expenditure, of the potential
created, the gross and net irrigated
and various other interesting ratios.

A third point that should be noted
is the more detailed treatment of agri-
culture, outlining the trend rate, all-
India and statewise and the much more
varied data on each crop, on inputs,
on markets and on a very revealing
section on marketable surplus.

Alitogether the agricultural sector is
much more informative and analytical
than similar sections in the past.

Other sources for the appraisal of the
economy are lacking. The statistical
handbook is two years behind and the

‘Annual Survey of Industries is even

more dated — of over 3 years.

Given this rather sparse data base,
the Appraisal document has done a

.commendable job in compiling pain-

stakingly such data as are available

————
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and putting them together to make
possible some analysis of what happened.

There are two overall limitations to
this effort, First there seems to be an
effort to demonstrate at every point
the state’s record is not bad, is com-
mendable either by comparison with
the petrformance of other years, or in
comparison with All India data or that
of other states. Second, the document
is dated in relation to 1988-90 and
certainly in regard to 1990-91, as it
deals essentially with 1987-88. There
seems to be no effort to make up the
lag, which makes the document not
very helpful to the members of the
legislative assembly who have to use
it to appraise the 1990-91 budget pro-
posals of the government, nor meaning-
ful for the scholar who is looking for
data to appraise trends in 1990-91,

A Resume

But before proceeding further, as this
note is essentially critigue of the
document, Tamil Nadu — Economic
Appraisal — 1988, it is necessary to
provide a brief resume of what the docu-
ment states. Its 8 main sactions are
summarised below.

1. In an overview of the state
economy the state is stated .to
have reached an average rate of
growth of 5.4 per cent in the first 3
years of the Seventh Plan. The trend
rate of growth of the Net State Domes-
tic Product has increased from less
than 4 percent in 1983-84 (over
1980-81 base) to 6 per cent in the
subsequent 4 years upto 1987-88,
compared to the All India NDP growth
rate of 5 per cent. The state's per
capita income between 1980-81 and
1987-88 recorded a growth of 3.9 per

cre et N A

P .



cent compared to 2.4 parcent at the
National level.

2. On state income the rate of
growth of the income in 1987-88 was
5.2 per cent. Disaggregating the state
income, it is found that almost the
entire increase in income in the primary
sector of 5.13 per cenr (Rs. 14,169
lakhs) is due to agriculture and allied
activities at 5.33 per cent (Rs, 14,145
lakhs) : in the secondary sector the main
income increase which was Rs. 5059 lakhs
was due to the construction sub sector at
Rs. 5541 lakhs: in the tertiary sector,
none of the sub groups had a decline
in income and its growth rate of 8.1
pet cent (Rs. 32,340 lakhs) was the
main contribuant to the 5.2 per cent
state income growth, The prospects
for 1988-89 are that the rate of growth
of state income would be higher than
the 5.2 per cent recorded for 1987-88,
because of a good agricultural output,
a record of 12 per cent expected of
industrial growth and a continuing
high gtowth of the tertiary sector. The
conclusion is that ‘‘the year 1988-89
is promising’”.

3. Onagricultural and allied actjvitias
despite a poor south west monsoon
which was more than compensated by
a bounteous north east monsoon, the
area under foodgrain increased to 44.90
lakh hectares (compared to 41.33 to
43.38 lakh hectares of the two previous
years), the yield was 76.52 lakh tonnes
(compared to 71.81 lakh tonnes and
72.70 lakh tonnes of the 2 previous
years). Paddy yield per hectare was a
record 2786 kg. All constituents of the
yield recorded increases. Paddy at 56
lakh tonnes (compared to 53 lakh tonnes
of the previous 2 years), sugarcane gur
at 22 lakh tonnes (compared to 21 lakh
tonnes of the two previous years),
cotton at 4.7 lakh bales (compared to
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the low 2.8 lakh bales of the previous
year), and groundnut at a peak of 12.6
lakh tonnes. Between 1980-81 and
1986-87 the annual average growth rate
in the agricultural production index was
6.5 per cent, a yield index of 6.4 per
cent and an area index of less than
one percent. In fertiliser consumption,
there was a high level of 7.4 lakh tonnes
recorded, with 114 kg per hectare next
only to Punjab at 152 kg per hectare.
In the other inputs — quality seeds,
pesticides etc. also a satisfactory intake
is recorded. In all this, state’'s growth
rates are higher than that of all India
and most other states. In allied activities
of milk, meat, fish production a set back
is reported. The lowest in 3 years was
in fish production at 3.6 lakh tonnes.
Only in egg production was there an
improvement from 2067 million in 1985-86
to 2197 million in 1987-88. In forestry
there is little progress reported, the per
capita forest area being unchanged at
0.05 hectare compared to the All India
0.09 hectare. The social foresty pro-
gramme is reported in terms of SIDA
aid and achievements for 3 years ending
1986-87. It also reports that in terms
of afforestation, the state accounts for
5.6 per cent of the total area afforested
in the country.

4. On Jrrigation, 3.4 per cent of the
1987-88 budget (Rs. 138.44 crores) was
provided, with 83 per cent going to
major and medium irrigation works and
17 por cent to minor works, Upto
1987-88, 1983 lakh hectares of total
irrigation potential was created, the
major part being in pre plan years, with
a 60 : 40 division of the potential created
by major and medium and minor works.
On this trend, it is reported that the
net area irrigated on an average during
the 5 year period 1982-83 to 1986-87
at 24.74 lakh hectares was lower than
that of the previous 5 year period at

27.94 lakh hectares. Similarly the gross
irrigated area declined from 36.49 lakh
hectares to 31.4 lakh hectares. Of the
3 sources of irrigation, canals, tanks
and wells the relative contributions of
wells alone improved at 41 per cent
against 35 per cent for canals and 22
per cent for tanks in 1987-88. In
utilisation of the potential created, wells
performed better at 82 per cent utilisa-
tion against 70 per cent for canals and
54 per cent for tanks. In terms of
crops, the gross area irrigated for the
3 year 1984-85 to 1986-87 as a per-
centage of gross cropped area declined
under each of the 5 crops — groundnut,
cotton, ragi, cumbu, and cholam, with
only paddy and sugarcane maintaining
and bettering the proportion. A study
of the impact of drought in the drought
years 1980-81, 1982-83 and 1986-87
shows that it was more severe in the
case of areas tied to tanks. Onirriga-
tion also there is an interstate comparison
to show that as of 1984-856 of 15
major states, ““Tamil Nadu's 45.6 per
cent was next only to Punjab (84.6
per cent), Haryana (60.5 per cent) and
Uttar Pradesh (57.3 per cent).

5. On industry, the growth rate as
shown by the index of industrial produc-
tion (with base 1970) for the first 10
months of 1988 was 11.6 per cent compa-
red to 5 6 per cent for the period in 1987.
This is commended because a) it was
achieved despite a 40 per cent cutin
power consumption to HT users and b)
the declining trend of 1986 and 1987.
But the annual average growth rate
which was 8.4 per cent in the first
part of the 80s has declined in the
latter half to 5.8 per cent. The 1988
pick up in industrial production is attri-
buted to i) the revival of agricultural
sector during 1987-88 (July-June),
ii) enchanced availability of power, iii)
enhanced government incentives, Most
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of the sub groups in the manufacturing
sector did weil, led by chemicals and
chemical products (+24.6 per cent)
followed by food products (14.3 per
cent), base metals and alloys (14.5 per
cent), machinery and machine tools (11
per cent), transport equipment and parts
(8.3 per cent), whereas cotton textiles
recorded a low 1.1 percent. In terms
of products, the high growth rate per-
formers were electricity generators, mixed
fertilisers, cold rolled steel strips, diesel
engines, motor vehicles chasse, railway
coaches and iron and steel. The poor
performers were cement, power trans-
formers, electric motors and cotton yarn.
The Annual Survey of Industry for
1985-86 is referred to show that in
all indicators — number of factories,
productive capital, number of employees,
value of output and value added — the
factory sector in Tamil Nadu did better
in 1986-86 over the previous vear. In
value added the improvement was from
Rs. 1662.6 crores to Rs.1711.5 crores and
in comparison with all india, Tamil Nadu
did better, in number of factories the
rate of growth for Tamil Nadu was 6.2
per cent against less thap 1 per cent
for all India, in productive capital 20.6
per cent for Tamil Nadu against 11 2
pet cent for all India, in employment
3 per cent for Tamil Nadu compared to
less than 1 per cent for all India, in
value of output 6.4 per cent against 6
per cent and in value added 10.1 per
cent against 9.0 per cent. There is a
detailed review of 5 industries of cotton
textiles — the mills are seen in crisis,
handlooms enjoy sustained state support
and power looms increasing, of fertilisers
also facing problems of production and
demand, of sugar recording a lower
productivity in mills in 1987-88, of
cement which increased in capacity in
1987 and 1988 and is doing well in

production, and of leather where in
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addition to both 24 large tanneries and
43 DGTD units and alarge number of
unregistered units operated, one third
of the country’s capacity in leather was
in Tamil Nadu.

6. On power, the state commanded
in 1987-88 4558 MW generating capacity,
of which 3830 MW was from its own
hydel and thermal stations. Gross power
availability increased to 16318 million
units in 1987-88. As demand for power
outstripped availability, power cuts had
to be imposed. Per capita power con-
sumption increased from 195 units at
the end of the Sixth Plan (1984-85)
to 248 units In 1987-88. The state is
reported to have achieved a much
faster growth all round during the
last 5 years (1983-84 to 1987-88)
compared the previous 5 vyears
(1978-79 to 1982-83): from 5.2 per
cent to 8.1 per cent in installed
capacity, from 3.1 per cent .to 91
per cent in gross power avaxl.abuht.y,
from 187 units to 214 units in
per capita power consumption. The
state’s performanca in growth in installl'ed
capacity and in gross power availability
was lower than all India, the pos.fver
consumption was notably higher, giw_nQ
the state the fifth place among major
states. (This is also the reason for
the continuing power ctisis of Tamil
Nadu). To the state’s genet:ating capa-
city, 606 MW was added in 1987-88
— hydel 296 MW, thermal 210 MW and

wind farms 1 MW. From the 3 Unifm
sector power projects 1258 MW capacity
wss available to the state. Due .to
ot hydel storage, the power generation
S‘:’-*:- the state’s 21 hydro stations declined
TURW, from 3319 MU in 1986-87 to
tHe 3““"‘ v 1987.88, aga‘i’nst v'vhlch
g Mm“gf;‘:gzttauons did Impressively,
rétie | 1087 ;WU Total power gene-
MU, againgy th- 8 was lower at 9346
® 1986.87 99430 MU.

The hydel thermal mix in the state has
now moved in favour of thermal. In
1987-88, in power consumption, industry
accounted for 49 per cent (44 per cent
in previous year), agriculture 26 Pper
cent (27 per cent in previous 'year).
In rural electrification, 3 more vullages
were electrified during 1987-88, malgcgng
total villages electrified 1.5,809 o;tat.e
per cent of all villages IN t'he ateci
With the new generating capacnty.cgalrease
power availability is expected 10 in o
to 19,090 MU in 1989-90 but cons prt
tion also will increase more to 2 '
MU — leaving a gap of 1324

the end of the Seventh Plan.
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public sector arid more than half of
it was from the service sub sector.
Detailed information is provided on the
data in the 36 Employment Exchanges
where number of applicants increased
by 18,000 to 24,79,000 compared to
1986-87. There is also some informa-
tion on the working of REP, NRLEGP
and TRYSEM and the state’s unemplioy-
ment relief scheme.

8. On prigces, the 1988 wholesale
price index shows a rise of 7.8 per cent
which is contrasted with the higher 9.9
per cant in the previous year and the
tising curve as between the 2 years
for all India for prices. It is reported
that more than in 1987, the primary
articles group exerted greater pressure
on the index for 1988 and its move to
7.8 per cent. Within primary articles,
it was the heavily weighted food arti-
cles sub group which caused the overall
price rise in 1988. This sub group's
contribution was 48 per cent. (This is
an' important issue which is referred to
in the comment.) The consumer price
index for industrial workers registered
an average 9.5 per cent rise during 1988
while the consumer price index of rural
Tamil Nadu recorded an overall increase
of 8 per cent in 1988. It is pointed
out with some sgatisfaction that this is
a smatler rise than the 9.1 per cent
rise in 1987 and similarly the food
groups index which registered a rise
of 6.7 per cent was lower than the pre-
vigus year’'s 9.7 per cent. This too will
be commented on later. The index of
parity which is reported at 65 for 1988
is held to be an improvement over that
of the 2 previous years.

Comment

It is now possible to make a com-
ment on the document, Tamil Nadu—
Economic Appraisal 1988.
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1. Growth vrs Development

The document uses the concept and
the term, growth, growth rate, trend
growth, tempo of growth, pace of
growth more than 34 times in the first
five chapters (21 times in chapter 1, 6
times in chapter 2, 3 times in chapter
3, twice in chapter 4 and twice in
chapter 5). The rate of growth is a
concept invented by the economist as
a kind of short hand to measure
development, which it does not. It
has meaning only if it is continuously
juxtaposed to the end resuit expected
of and attained by the activity in ques-
tion. Otherwise the growth rate is both
misleading and distorting. It is mis-
leading because :

it substitutes itself for the end resuit,
or is juxtaposed with a previous growth
rate or the growth rate of another state
or the country as a whole.

a) Thisis seen in section 1.2 which
reports with satisfaction, that ‘"the Tamil
Nadu economy had achieved an annual
average growth rate of 5.04 per cent
during the 3 years of the Seventh Pfan
(19856-86 to 1987-88)"". What this means
in terms of the end result (the goals)
of the Plan is not brought out.

b) The juxtaposition with a previous
vear's growth rate is set forth in paras
1.2 and 2.5 which states : "Over the
1986-87 base a growth rate of 519
per cent has been registered in 1987-88
a8 borne out by the Quick Estimates
of state income for the year.” And
tl?en follows an important comment :
“It appears to be a good order of
growth on the face of it : but it should
be remembered that a moderate 2.65
per cent growth only had beep realised
in the previous year. It may be reasonable
to pr.esume that a part of the growth
occuring in 1987.88 ought to have



occurred in 1986-87, itself’*. (What this
means is an unexplained puzzle). “Thus
the effective growth rate tor 1987-88
may have t0 be pitched around 3 per
But there is quick recovery

cent only”. i ]
from this stated limitation in the con-
clusion : "It should, however, be added

state economy registering @
per cent growth over the
f the Seventh Plan fulfils
ormance of the Plan

that the
positive 5.04
first 3 years O
the anticipated perf

period (5 per cent growth)”. This is
reiterated for the next year 1988-89
'the overall

in para 1.2 which states
growth of the Tamil Nadu Economy

during the year was likely to exceed its
5 per cent growth per annum visualised

for the Seventh Plan’.

here is @ brief expose

c) Similarly 1 >
h performance in

of inter - state growt -
para 2.6. After calling attention to the
fact that for all other sta_tes, statelwi;e
income estimates are avarlat?!e only ty
the old series (1970-.71 .prrces)hugo
1986-87, theré is the triennium methodo-
logy used, that is percentage 'cha.nge
in income and growth for the tr.renmut:n
ending 1979-80, and thar ending the
year 1986-87. On this basis the averoge
rate of growth for the seven year per;ood
for 14 stales is set forth In rabl; du,
with the conclusion that Tamil thea14
occupies the fifth place amongd e
states in the averageé growth rz;te, r;tes
cut any reference t0 what these .

mean in relation to the Plan goals.

g is also a constant com-

d) Ther bo Tamil Nadu rates with
In para 1 we read

parison of t |
ia rates. :

. 'nd:::e of O owth of the TamrlfN::ieL:’

th?\o‘:uy at 560 per crznt was naomy

o { the nauonal eco .

b e o 2.2 we read :

in Tamil
ood pick ;1:;84-85 T4 sin
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growth rate had sustained at around
8 per cent. In all [ndia situation the

growth rate was around a lower 5 per
cent in the corresponding years’’. (n para
2.3 following table 2, it is stated that ‘the
overall growth of NDP in Tamil Nadu
poth during the seventies and eighties
is found to be higher than that in all
India’’. And after sotting forth the
growth per capita for Tamil Nadu and
all India for the seventies and eighties
in Table 4, para 2.4 concludes : ““Tamil
Nadu’s per capita income at 1980-81
prices registered & growth of 3.91 per
cent over the period 1980-811t0 1987-88.
which was higher than that for all

India at 2.39 per cent’’.

This extensive expose and analysis OF
the growth rates statewise for the Yeafr:
in comparison with previous years: o
the plan period, of those of other
states and India {eaves one with the
convincing conclusion that what matters
for development is the rate .of growrh,
and so even for economists ma-jor
attention is paid to ensuring the attain-
ment of as high a rate of growth a:
possible, and for the jay public growtt)
becomes the fascinating and all _absor -
ing be all and end all of all planning.
barren situation t©
the analysis decom-
primary.

where

a) the

What saves this
some extent is

posing the
secondary ah ; or
the important point 18 made th

primary 80 gecon

producing sectors (through

odity _ ' ‘
;z:zmagain the discussion in para 2}.‘;
gets {ost in the comparison o_fra:nil

sectoral performances as bet‘Wee‘n .
all India. which 18 quite

Nadu an)d i b the admission that

growth rate-both

N o
for Tamil Nadu an all lrrdra IZecCt*:r.
1o the growth rate of tertraryt i
For the state’s tertiary gector,
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cent in 1987-88 and
istrative and other
30.06 per cent during

grew by 23.3 per
the public admin
services grew by
that period.

This kind of highlighting of the growth
rate is also distorting because :

a) Being an aggregation, both inter-
sectoral and intra-sectoral, it gives the

wrong signals to producers and distri-

butors. Some instances of this are:

i) -The index of agricultural produc- .

tion is a composite of area, yield,
production, irrigated, dry foodgrains,
non food grains so that it cannot give
guidance on any one issue such as
whether the area under millets should
be expanded or whether it should
replace irrigated paddy etc—Table 36,
37, 38, 39 & 40. -

ii) Similarly the growth rate derived

from the index of industrial production

at 11.6 per cent for the 10 months of
1988 is an aggregate of the thrée sub

sectors, mining, manufacturing and ele- -
ctricity, where the ‘growth rate of each -
has to be adjusted by the weight.”

assigned to it as Table IV of chapter
V sets forth. Further, within manufac-
turing, there are innumerable sub sub
groups of which Table 25 selects 25
products, The table shows that for
most products the growth rate s
positive and high, but states that ‘‘the
fosing products includes such important
ones as cotton yarn, cement, power
transformers and electric motors”. The
concentration on the aggregate growth
rate distorts the analysis of the micro
performance of individual industries.
On the 1987 performance which was
a poor 3.9 percent set forth in table
6. the distortion stands out in the
analysis as set forth in para 5, 3.2 :

“Of the 26 products, 13 were mare

important than the others judged by

“their relative weights. The only product

which had enjoved a very heavy weight
and had 8is6¢ fared well was electricity.
The only other significantly weighted pro-
duct viz cottdti yatn had'nét fared Well,”
s : e

There is some relevance to this
industrial- growth rate. approach -in the
reference to the Annbaat -Survey of
industries in para 54. The Survey, it
is pointed out, deals:with 33, industrial
ch:‘aracteristics., “ the mare A,'j'r'r)portah‘t
being ‘number of factories,’ ’productive
capital’, ‘employment’;- ‘value .of pytput
and value added’ ”, But the distortion
comes out when these are expressed
as shares of Tamil Nadu against All India
and as the structural ratios of séte il

industrial characteristics in para 5.4.2.

AAAAA
‘.

b) When the trend growth rate of
the state economy which is reported
at 560 per cent in tablé 2 of chapter
2, is set along side of the employment
data set forth in table 2 of: chiapter 7.
which using the 38th round of NSS
material shows unemployment among
urban males and wurban females and
rural males in Tamil Nadu as the second
highest among states and for rural
females as the highest in the country,
the question of distortion stands out
Why is this kind of growth rate recor-
ded by economic and the industrial
sub sector irrelevant in relation to the
employment needs of ‘the peopte ? 'Doas
tr?rs kind of growth and growth rate
distort the market signals with regard
to employment ? L

BEERAERT

As ‘an alternstive..to this ‘heavy con-
oentr“a‘tionf on 'growth - rates, 48 it: pos-
sible for future appraisals ’to. stimulate
the departments and agencies concerned
to develop infdrmation on development
indicators along lines of the pointers
set forth in the accompanying table
which has been compiled rather Hurtigdly
and which can be improved. - -
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TABLE 1

Some Development Indicators

Per Cepita rural incomes
8) from agriculture

Per capite expenditure by deciles
ue reported by NSS Rounds

A,Ptlmary Health Centres and
,:ub centres (31 Dec. 1987)

infant mortality rate

Rural water supply

Housing shortage

Literacy

Stum population, Madras city.

CMIE’s index of Relative Develop-
ment of infrastructure 1987-88
eomprising power, irrigation,
roads, railways, post office, edu-
cation, heaith, housing.

Reliwey route length

Villages connected by all
weather roeds

{Rs. 6656 (which places Tamil Nadu in
{the last place among 16 major states.

— Rs. 0-600 per capita 5 per cent rural
— Rs. 0-720 per capita 4 per cent urben

8320 —265.6 per lakh of rural population
(4th among 17 major states)

80 per 1000 live births at March 381
1986 (6th among 15 major states)

2925 problem villages out of 15,831 (18.6
per cent) on 1 April 1988 48.8 per cent
of ryral population covered by potable
water supply at 31 October 1985,

3,97,000 rural and 10,41,000 urban in 1990

ranging from 68.4 per cent in Madras &
63.9 per cent in Kanyakumari to 29 per
cent in Dharmapuri and 34.9 per cent in
Pudukottai. Female literacy half of male
literacy at 25.7 per cent in Chinglepattu,
15.8 per cent in Dharmapuri 21.1 per cent
in Salem, 2.15 per cent in Periyar, 19.?
per cent in Pudukottai and for rural Tamil
Nadu 26.8 per cent for females against

51.2 per cent for males.

13,63,000 — 31.8 per cent of the city
population in 1981

142 in March 31,1938—3rd among 15
major states

8.13 km per lakh of population in March
31, 1988.

63 per cent of total villages (14,561 out
of 23,047 villages)

Rural
1977-78 1983-84
11, Poverty. (percent ’ 56.3 44.1"
of population living in poverty
according to NSS 32nd & 38th
rounds as interpreted by the

government)

Source : CMIE Basic statistics relating to the

,-September 1988
NSSO

Employment and un-ynder employment
is also an important development in-
dicator. It is not included in the
above table because there is an attempt
to report on it later with such partial
data as is available in the "report.

It would now be appropriate to offer
some comments on the substantive
parts of the Appraisal Document.

Agriculture

In the very full report on agriculture
and allied activities, five issues stand
out in particular,

First, the area under paddy in the
last three years is reported to be stag-
nant at 20 to ”3 lakh hectares. If the
demand of the people is to be met
at the minimum level, the current output
of 55 to 58 lakh tonnes will have to
increase by 50 per cent to 100 per
cent in the next ten years. The major
means by which paddy production in
the state can be increased in by an
increase in the yield, which is moving in
the right direction, though the lag behind
Punjab (being one third) is striking and
shows the ground to be covered. There
is also need to expand dry land farming
which will be referred to later.

1

Urban Total

1977-78 1983-84  1977-78 1983-84

453  30.9 52.8 39,6

Indian Economy Vol 2

Thirty Eighth Round 1988 Vol | Statistical Table, Tamil Nadu
An"écqn,omlc Appraisal 1988. '

Second, the crossing of the groundnut
hectarage beyond the 10 lakh mark to 11
lakh hectares is again a move In the
right direction, particularly as it repre-
sents substitution of the water intensive
paddy crop. The target is a modest
12.16 lakh hectares, modest in relation
to the waste lands which can be used
(and on which some industrialists
have made offers to the government)
for growing both groundnuts and
pulses.

Third, for the first time there is a
welcome but brief reference to dry land
farming. Here there are two problems
which need early attention. First, though
in percentage terms the increase of
dry land farming from 45 to 52 per cent
in the seventies and upto the mid eighties
might look impressive, in absolute terms,
the area is stagnant at around 22
lakh hectares. Dry farming is one other
means of meeting the area and water
resource limitation which paddy faces.
Second, there is a good deal of viable
research in dry land farming technology
that has been successfully undertaken
by the Tamil Nadu Agricultural Univarsity,
ICRISAT and the Arid Zone Institute
in Jaipur which has not been transferred
to the farmers and his field.



Fourth, in regard to milk production,
there is no reference in the document
to the problem of the receiving centres
and chilling plants being unable to
take in all the miik that is offered by
the villagers. The state has chilling
facilities for 12 lakh litres a day but
the village cooperative societies has
procured 14.13 lakh litres. While the
distrrict  headquarters  societies and
¢chilling cantras are atteampting to accept
all the milk pouring into them, produ-
cers say that they are facing the
problemn of the disposal of their milk.
This s mMore s0 in the milk shed tracts
of ‘North Arcot, Dharmapuri, Salem
and Periyar districts. There in need
to- expand the infrastructures in this

tract.

Fifth, the documents reports a dis-
turbing decfine in the eighties aof inland
fish production, which is the poor mans
sourco of nitragen. This needs attention
in relation to fail in the production of
fingerlings. Table 55 shows the steep
decline in their production from 1983-
84, Their is some pick up in 1987-88,
which is stilf 12 per cent short of the
year’s target. The Fish Farmers Deve-
fopmént Agency is not reaching more
than 20 per cent of the farmers and
fish production per hectare is on the

decline.

Irrigation

The section on irrigation in the docu-
ment is quite imprassive. There are some
gaps which future Appraisal document
mght attempt to counter.

First, there ia no information on the
lags in the completion of the major
:; d J‘ odium irrigation projects, ‘which

© Union Ministry of Programme imple-
mentation has provided on an all India
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basis. The indirect information given
here is the gap betwesn targets of
additional potential to be crested and
that actually created for the first 3 years
of the Seventh Plan, set forth in Table

4 of chapter 4.

Sacond, the relation bstween irrigation
expenditures set forth in tables 1 and
2 and the resulting bensfits to the
farmers should be set forth not in terms
of the somewhat sbstract concept of
irrigation potential (tables 3,4, & 5) but
in terms of the number of waterings
in the field in a crop season that the
project ensures. In making this sugges-
tion, 1 realise that ! am going against
received wisdom about irrigation pqtantial
which is the standing government and
planning commission measure of the
benefit derived. The concept has also
some important negative value, in point-
ing to one of the grave wastages of
our irrigation investment, which has
increased in terms of the gap of iri-
gation potential and utifisation from 1
million hectares in the First Plan to
9 million hectares at the end of the
Seventh Plan for sll India. To counter
this, substitutional irrigation is being
tried under which minor irrigation works
are being developed in the villagas of
major and medium commands. My

suggestion is that future appraisal docu-
ments should get the irtigation com-
mission to report on the efficiency of
inigation not by the potential created
but the numbaer of waterings per season.
The germs of this suggestions are
perhaps embedded in table 7 of the
chapter which need to be disaggrega-

ted. :

Industry

There are three issues under industry
which need comment.

185

The first is with regard to the indus-
tries run by the state government under
TNTC, SIPCOT, Sugar Cooperatives,

. TIDCO, and Cement, the State Transport

Corporation — on all of which the docu-

ment provides information. But what

is not referred to is the question as

to the rationale of the state govern-

ment entering this production area — a

question raised once more by the latest

(1987-88) report of the Comptroller and

Auditor General. That report calls atten-

tion to a) the poor recovery performance

of SIPCOT and THC which has limited

the recycling of their funds, resulting in

poor or negative plough back of loap

funds and consequent increase of their
financial costs : b) the majority of the
36 Tamil Nadu government owned com-
panies which have finalised their accounts
for the year ending March 31, 1986
record losses, 23 registering a loss of
Rs. 27.97 crores and only 13 showing
a profit of Rs. 7.80 crores: c) the
government’s  total  investment of
Rs. 381.29 crores in 72 companies yielded
in 1987-88 a return of Rs. 94.2 lakhs
being 0.3 per cent of its equity invest-
ments, with the aggregated accumulated
losses of 25 companies at Rs. 182.41
crores being near three times their total
capital of Rs. 68.08 crores. On this
basis, two questions are once maore
posed, as has been in the last 3 annual
reviews of the Appraisal documents,
(see Bulletin MIDS Vol. p. 99, Vol. 18
p. 110 and Vol. 19 »p. 97) namely
a) whether there should not be an
industrial policy resolution for the state
which can be debated by business men,
labour unions and the public, defining
the role of the state in industrial
undertakings which should not include
ownership and management, and b)
whether the government should not
get out of these undertakings and turn

them over to the private sector.
\

Second, in the Appraisal document
there is in the detailed section following
small scale industries, a new section
on industrial sickness in the state.
First, the report of a sharp rise in the
number large scale sick units from 55
in 1988 to 105 in 1987. There is
need for a careful review by a commis-
sion to be set up the state and union
governments as to this disturbing increase
of sickness in non SS| units whose
outstanding bank credit is Rs. 210.5
crores, and which should result in a
policy which will help BIFR in rehabili-
the viable ones and arranging for the
liquidation of the non viable ones.
In addition, the Reserve Bank has intro-
duced a new category of weak units
which have been defined rather fully
and which amounts to their being poten-
tial sick units which will become sick
units unless immediate corrective mea-
sures are taken. As of June 1987, 51
‘'weak units’ have been identified with
outstanding bank credit of Rs. 77 crores.
On these, the banks should help take
corrective action now. Further, in the
small scale sector there are 25,146
sick units with outstanding bank credit
of Rs. 167.4 crores. This is a high
rate of sickness — being over 28 per
cent of the total small units. Here
two actions are called for: one is for
the DICs and the banks to ensure that
in financing the setting up of smalil
units, their managerial effeciency and
technological updating are maintained
at a high tevel and their infrastructural
needs as to raw materials, power and
marketing are promptly met : the second

action is their more active promotion,

particularly with the new union govern-
ments’ commitment to develop decen-
tralised structures and functioning, to
employment generation on which these
units are the key, with their Jow capital
intensity of 0.25 to 1, all of which
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Fourth, in regard to milk production,
there is no reference in the document
to the problem of the receiving centres
and chilling plants being unable to
take in ali the milk that is offered by
the villagers. The state has chilling
facilities for 12 lakh litres a day but
the Vyillage cooperative societies has
procured 14.13 lakh litres. While the
distrrict  headquarters societies and
chilling centres are attempting to accept
all the milk pouring into them, produ-
cers say that they are facing the
problem of the disposal of their milk.
This i more sO in the milk shed tracts
of 'North Arcot, Dharmapuri,. Salem
and Periyer districts. There in neaid
to expand the infrastructures in this

tract.

Fifth, the documents feports a d:sc-’
turbing decline in the ei.ghtnes of inlan
fish production, which is the poor méns
sourca of nitrogen. This needs am‘entlor;
in relation to fall in the production 0
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which is still 12 pef cent short of the
year's target. The Fish Farme.rs Deve-
lopmént Agency is not reaching more
than 20 per cent of the farmers and
fish production per hectare is on the

decline.

Arrigation

The section on irrigation, In the docu-
ment is quite impressive. There are some
gsps which future Appraisal document
“M“&r’t attempt to counter.

"#iret, “shers is no information on the
"‘“fm the-completion of the major
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$ provided on an all India

basis. The indirect information given
here is the gap between targets of
additional potential to be c::eatad and
that actually created for the fns.t 3 years
of the Seventh Plan, §et forth in Table

4 of chapter 4.
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industry

There are three issues undes industry
which need comment.

The first is with regard to the indus-
tries run by the state government under
TNTC, SIPCOT, Sugar Cooperatives,

. TIDCO, and Cement, the State Transport

Corporation — on all of which the docu-
ment provides information. But what
is not referred to is the question as
to the rationale of the state govern-
ment entering this production area — a
question raised once more by the latest
(1987-88) report of the Comptroller and
Auditor General. That report calls atten-
tion to a) the paor recovery performance
of SIPCOT and TIIC which has limited
the recycling of their funds, resulting in
poor or negative plough back of loan
funds and consequent increase of their
financial costs : b) the majority of the
36 Tamil Nadu government owned com-
panies which have finalised their accounts
for the year ending March 31, 1986
record losses, 23 registering a loss of
Rs. 27.97 crores and only 13 showing
a profit of Rs. 7.80 crores: c) the
government’'s  total  investment of
Rs. 331.29 crores in 72 companies yielded
in 1987-88 a return of Rs. 94,2 lakhs
being 0.3 per cent of its equity invest-
ments, with the aggregated accumulated
losses of 25 companies at Rs. 182.41
crores being near three times their total
capital of Rs. 68.08 crores. On this
basis, two questions are once more
posed, as has been in the last 3 annual
reviews of the Appraisal documents,
(see Bulletin MIDS Vol. p. 99, Vol. 18
p. 110 and Vol. 19 p. 97) namely
a) whether there should not be an
industrial policy resolution for the state
which can be debated by business men,
labour unions and the public, defining
the role of the state in industrial
undertakings which should not include
ownership and management, and b)
whether the government should not
get out of these undertakings and turn

them over to the private sector,
\
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Second, in the Appraisal document
there is in the detailed section following
small scale industries, a new section
on industrial sickness in the state.
First, the report of a sharp rise in the
number large scale sick units from 55
in 1988 to 105 in 1987. There is
need for a careful review by a commis-
sion to be set up the state and union
governments as to this disturbing increase
of sickness in non SS! units whose
outstanding bank credit is Rs. 210,5
crores, and which should result in a
policy which will help BIFR in rehabili-
the viable ones and arranging for the
liquidation of the non viable ones.
in addition, the Reserve Bank has intro-
duced a new category of weak units
which have been defined rather fully
and which amounts to their being poten-
tial sick units which will become sick
units unless immediate corrective mea-
sures are taken. As of June 1987, 51
'weak units’ have been identified with
outstanding bank credit of Rs. 77 crores.
On these, the banks should help take
corrective action now, Further, in the
small scale sector there are 25,146
sick units with outstanding bank credit
of Rs. 167.4 crores. This is a high
rate of sickness — being over 28 per
cent of the total small units. Here
two actions are called for: one is for
the DICs and the banks to ensure that
in financing the setting up of small
units, their managerial effeciency and
technological updating are maintained
at a high level and their infrastructural
needs as to raw materials, power and

marketing are promptly met : the second
action is their more active promotion,
particularly with the new union govern-
ments’ commitment to develop decen-
tralised structures and functioning, to
employment generation on which these
units are the key, with their low capital
intensity of 0.25 to 1, all of which



calls for a recast of the plan frame for
the small scale sector, starting with
doubling its outlay, increasing the arban
and. rural credit agencies serving it,
making their access to the agencies
easy, procedures simple, limiting the
access of the credit agencies to the
large small scale units located in semi-
urban areas and calling a halt (by the
Union government) to the process of
dereservation, leaving only traditional
areas and tiny units to KVIC, and for
the state to establish a small industry
commission to provide the needed
stimulus, research and training and to
monitor the progress of the small units.

Third, tables 4.10 and 4.11 in the
annex shows a disturbing threefold
growth of chemicals and chemical pro-
ducts vis-a-vis metal products and
machinery. This needs attention by the

entrepreneurs.

Power

In the rather exhaustive treatment of
the power sector in chapter 6 of the
document where the physical perfor-
mance of the sector it 1987-88 and
1988-89 (first 6 months) in term of
installed capacity, power generation-
hydel and thermal, power availability
and power_ consumption is set forth
in somewhat laudatory terms, the cost
aspects of the effort are not dealt
with anywhere. The running of the
sector is at such a low level of efficiency
that the budget had to provide during
1987-88 Rs. 113 crores as support to
the Board and further additional grants
to cover its losses and deficits. The
study referred to in the next para points
out that from a deficit of Rs.113.40
crores (before subsidy) in 1980-81, the
cumulative deficit in next 4 years was
Rs. 810.35 crores. The net charge of
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the level of deficit in 1980-81 is

Rs. 356.76.

A study of the functioning of the
power sector and the means of financing
its operation suggets: a) improve-d
operational efficiency, particularly in
transmission losses, adequate mainten-
ance and some pruning of administrative
staff will save Rs. 30 crores annually @
b) raising the power tariff to users —
both agriculturalists who are today
paying about 15 per cent of the cost
per unit of electricity and whose tariff
should be gradually increased to cover
atleast the fuel cost — 80 per cent
which will bring in Rs. 25 crores addi-
tionally per annum, and industrialists
who should pay at the rate of the
generation of diesel sets at the maxi-

mum, which will bring in Rs. 45 crores
additionally and some rationalisation
of the tariff for domestic plus fuel sur-
charge consumers. As an alternative
or supplement, a tax on electricity users
plus a fuel surcharge may be levied
as is done in Maharashtra and other
states. These proposals aim at elimi-
nating the growing budget supports
to the Boards.

In this section, the document refe.rs
rather proudly to the rapid increase in
number of captive generating sets In
industry and their increased capacity
from 5829 units to 8304 units, rep-
resenting an increase in capacity.(MUA)
from 871 to 957, without realising that

this a) is an indication of the Tamil
Nadu Electricity Board not being able
to function so as to supply indt{stry
with its need at the appropriate HMe
and b) is a heavy drain on the
limited crude resources of the coun-
try, on which over Rs. 1300 cror?s
is foreign exchange was spent 1N
1988-89.

Employment

The employment section in the docu-
ment starts with the admission of non
availabilify- of data on a continuous
basis and repeats the 10 year old census
figures on the work participation rate
and the results of the 38th round of
NSS which date back to 1983 in
addition to comments on this data
made earlier, on glaring ommission in
presenting the detailed analysis of
employment in the organised sector
is the non mention of the important
factor that out of 248 lakhs in the work
force of Tamil Nadu only 21.9 lakhs
were employed in the organised sector
as at 31 March 1988 - that is the
organised sector in the state provides
employment for less than 8 per cent
of the workforce.

Another issue to be noted is that
while employment in the public sector
increased from 14.7 lakhs in 1987 to
15.1 lakh in 1988, that is by 2.57 per
cent, employment in the private cor-
porate sector declined from 6.9 lakhs
to 6.8 lakhs, that is by -1.04 per cent.
In other words the industrial growth
in the state which in the first 10
months of 1988 recorded 11.6 per cent
led to a decline in employment in the
private corporate sector, as noted’ earlier,
Further, data on the 43 state Employmerit
Exchanges in table 6.11 shows the
number of job seekers increasing in-
exorably year after from 15.9 lakhs in
1984 to 24.79 lakhs in 198%. 60 per
cent of them are educated job seekers —
7.96 lakhs with matriculation qualifica-
tion, 5.78 lakhs undergraduate, 1:95
lakhs graduate and 49,050 post gradu-
ates, including engineering and medical
post graduate, There has been a doub-
ling of the number of educated job
seekers in five years, from 8.1 lakhs
in 1984 to 16.2 lakhs in 1988. There
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are well known limitations to the Em-
ployment Exchange data, as not all who
are registered for jobs are without jobs
but include those looking for better jobs.
Studies show that some 20 per cent of
those registered fall in this category of
those looking for better jobs. As agatnst
must be set the fact that employment
this exchanges are essentially located in
urban centres so that the rural educated
unemployed are not recorded in their
data, which means that their coverage
of unemployment is far from complete.

Prices

The section on prices is disturbing.

Despite the fact that the state’s in-
flation rate is measured by the whole-
sale price index, which is not the price
used by common man or housewife,
for 1987 there was a price rise of 9.6
per cent over the 9.5 per cent rise in
1986 on this basis. This means -that
for these years the inflation rate in the
state was near double that of the all
India inflation rate at 5.6 and 5 per
cent, Further, what is not realised
is that the 9.9 per cent inflation in
1987 was on top of the 9.5 per cent
rise in 1986, which was’ on fop
of the 4-per cent in 1985, on top of
the 10.2 per cent for the previous years
and soon. For the eighties, therefore,
from 1980-87, the cumulative inflation
rate was 91 per cent, as recorded in
the table in page 59 which summarises
tables 10.1.

Second, the Appraisal document points
out under para 7.1.1.1 sub group be-
haviour that the prices of food articles
rose by 7.8 per cent in 1987 and by
8.1 per cent in 1986. The prices of
sub group food articles rose even



higher by 19.9 in 1987 and 13.6 per
cent in 1986. How this price rise in
food articles can be reconciled with
the high food grains production for the
two years — 74.90 lakh tonnes ff"
1987-58 and- 73.67 lakh tonnes In
1986-87 is not explained. In para7.2
the blunt statementis made that “com-
modities registering an increase in prices
both during 1986 and 1987 were Trice,
ragi ..."". The euphoria in chapter 3,
Agriculture and atlied activities, on the
increased production of foodgrains needs
to be qualified by the fact that such
increased production went along with

a rise in its prices.

Third, this is reflected In the_sharp
rise in rural prices for the first 9
months of 1987 of 8.7 per cgnt on
top of the 8.9 per cent rise¢ In the
same period in 1987. P'ara 7.4 rep.c»rts
that the highest rise in tur::zl prsce;
was in food at 9.1 per cent In 19989
(first 9 months) on top of the h
““per tent in 1986. Fhe faf:t that kt e
consumer prices for industrial wor e.rs
rose even higher by 9.4 per cent In

1987 is used as a mitigating factor
o ~ rural price rise, over-
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looking the tfact that industrial workers
are protected against inflation by the
system of dearness allowance that js
not available to the mass of the rural
workers and their families - the small
and marginal farmers, landless tabourers
and artisans.

Para 7.5 reports that the index of
parity continued to be against the far-
mer as the prices received - by them
was 8.3 per cent higher in 1987 com-
pared to the 6.4 per cent rise in prices
for articles purchased by them. So the
index - of parity was 60.88 in. 1987
against little lower at 59.79 in 1986. This
however refers to a smail rural group-
the large and medium farmer wheo have
a surptus produce tosell. For the large
mass of small and marginal fa_tmers and
landless labourers, and rural artisans, thg
rise in the price of food, cloth, gdnple oil
etc. recorded in the consumer p?rlce 3ndex
referred to eatlier, and the price frise of
water, fertilisers, pesticides etc. tor the
smalf and marginal farmers are not
compensated by rise in .thelr wages ‘or
farm incomes. SO the |nfiex of par.ny
must have moved more against t.he majo-
rity of the sural farming community.

Summary of Discussion

e

he e

Dr. ‘Malcolm'S. Adiseshiah presented
the paper highlighting the performance . of

the Tamil Nadu Economy as documented

in the Economic Appraisal 1888 of the
Government of Tamil Nadu. The: session
was chaired by Dr. S. Ambirajan.

The author highlighted the six areas
that are discussed in the document viz.,

agriculture, irrigation, industty, power,

employment and : prices.

Accepting the concept ‘rate of growth’
as a short hand indicator of the eco-
nomists, he pointed out that the growth
rate - evidenced and the .comparison
thereon with that of the other States
is: so -often misleading and distortirig.
At the same time the analysis of.decom-
posing growth rates into primary, secon-
idary, and teritiary sector in the document
was welcomed. The author also pointed
out some development indicators that
can be used to measure the real deve-
lopment in the  Tamil Nadu economy
and emphasised the relavance o# such
indicators over the conventional indi-
cators. The author while referring to the

differential impact of inflation on the, .

different. sections of the population
expressed his concern over the rural lot
who are left unarmed to face the

«
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onslaught of inflation which is a nationa

phenomenon. o

The Chairman initiated the discussion
by observing that the paper is well
contoured with comments, analysis and
suggestions for policy directions on the
document. -

One of the participants pointed ‘out
that this documentary exercise can im-
prove itself by adopting the approach
of the similar documents published by
the neighbouring States. Taking . the
position. that growth -rates are a con-
densed version of change, a missing
component in the disagregation excercise
was the absence of social disagregation.
The intricacies of the change is to be
seen in such social disagregation along
with the analytical and functional disa-
gregation exercises . carried’ aut. Teo
gauge the real change, the disagrega-
tion should be regional, functional and
social. The participant registered his
concern over the growing privatisation
of irrigational sources which are a deter-~
ent, to the interests of small and i
farmets fo augméht the social ?:?&?:.l

~Wz., water. In the context of docu-

menting the overall growth end perfor-
mances of the sectors it was pointed
®

.

k]



out that the performances of the industry
particularly the power sector performance,
boosted the figure and the arguements
putforth are hence distorting. Again the
better performance of the primary sector
conveyed through the figures are more
due to wide flutuations in the agricul-
tural production and this can be seen
in the marginal.jncrease of NSDP from
25 to 27 per cent with the share of
labour remaining at 70 per cent retiecting
the low labour productivity in the agri-
cultural sector. Pointing out the efforts
to attain self-sufficiency in paddy pro-
duction and the inadequacies in achieve-
ments, the question was raised against
continuing the same package of crop
husbandary .or to shift to some other
crops like groundnut under dry farming.
A long term strategy for a radical change
in the cropping pattern was voted as
the need of the hour. The employment
pasition was also not showing a positive
sign in terms of registeration as well
as placement of the educated unemployed
category. The so called utilitarian courses
(science, commerce etc.) are also showing
poor performance in terms of placement
of candidates registered with the employ-
ment exchanges. The figures suggest that
the unregistered categories even in the
utilitarian courses outweigh its counter-
part in the non-utilitarian courses (arts).

Another participant called attention to
the problem of capital being locked in
the sick industries and called for a
cohesive Industrial Policy Resolution to
be evolved and implemented, It was
also suggested that the power sector
should at least be partly privatised.

One of the participants pointed that
the purpose of the document is mainly
@ stock-taking ever¥fse only® Ho alse
brought the
on y of paddy cultivation
in1 ;- ~yon (the granery of Tamil

-

. tion of the participants -
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Nadu) and that the type of attention
paid to the region regarding inputs for
the agriculture sector is a point in
question.  Dry land development, a
review of crop husbandary, provision of

proper industrial climate were some as-
pects emphasised here.

Another participant doubted feasibitity
of the type of development indicators sug-
gested by the author given the nature and
timings of collection of certain data sets,

Another participant cautioned about
the negligence of the environment pre-~
servation.  Indeed the developmental

statistics acts as a motive force for the
environmental hazard,

Along with the existing data a parti-
cipant felt that the data generated by
the State Level Banker's Committee can

be made use to improve the quality
of the analysis.

The author in his final round of reac-
tions showed his concern over the atti~
tude of the Government on the find-
ings and recommendations of the com-
mittee reports in general. On indicat-
ing suggestions for the improvement of
the document, aspects Jike an asses-
ment of the economy for the current
year and also a concluding section on
problems and prospects of the Tamil
Nadu Economy can be incorporated in
the lines of the Economic Survey from

the Centre.

The Chairman in his concluding re-
marks observed that the notion of c.le-
velopment of the economy should .ln-
clude all the indicators suggested in-
cluding the question of environmental

. hazard and should reflect on the per-

formance in the employment front.

S. Thirumalai Velayutham

March Workshop Paper 2

Reservations in Theory and Practice
P. Radhakrishnan

From a socio-historical perspective,
and from the perspective of the Indian
Constitution, India’s backward classes
are its historically disadvantaged sec-
tions, broadly comprising what are now
termed the Scheduled Castes (SCs),
Scheduled Tribes (STs), and to a lesser
extent, the Other Backward Classes
(OBCs) or just Backward Classes (BCs)
as a more familiar usage. Stated dif-
ferently, they are the victims of a
hierarchical society, the historical com-
munities of the despised and the
damned, the depressed and the down-
trodden. Because of their accumulated
disadvantages it is only through spon-
sored mobility programmes that they
can participate in independent India's
national life on anything like terms of
equality with the other groups. And,
in the absence of such programmes
India’s commitment to the equality
principle can only aggravate the exist-
ing inequalities.

Constitutional provisions

Proceeding from an awareness of
of these truisms is the directive in
Article 46 of the Constitution that the

State shall promote with special care
the educational and economic interests
of the weaker sections of the people,
and in particular. of the SCs and the
STs, and shall protect them from social
injustice and all forms of exploitation.

This, and all the other special dis-
pensation provisions in the Constitution
come under the rubric of what are
differently termed compensatory discri-
mination, protective discrimination,
reverse discrimination, preferential treat-
ment, affirmative action, and so on,

Briefly, these provisions included the
abolition of caste-based untouchability
— an extreme form of social exclusion,
discrimination, disability, and inequality
— and prohibition on its practice in
any form (Art. 17); consideration of
the claims of the SCs and the STs
in the appointment to services and posts
in connection with the affairs of the
Union or the States (Art. 335) ; reser-
vation of seats in proportion to their
numbers for the SCs and the STs in
the Lok Sabha (Art.330) and in the
Vidhan Sabhas (Art. 332) ; reservation
of appointments or posts in favour of
any backward class of citizens which,



in the opinion of the State, is nat
adequately represented in its services
(Art. 16 (4) ). and making any special
provision for the advancement of any
socially and educationally backward
classes of citizens or for the SCs and
the STs ( Art. 15 (4) ).

Of these, only the legislative reser-
vations have any Constitutional time
limit. But even these reservations, though
originally to expire after ten years (Att,
334), have come to stay as a stable
feature of India’s State policy through
successive Constitutional amendments
including the latest amendment extend-
ing the time limit for yet another ten
years [1].

In theory, these provisions are intended
to create conditions for the social ad-
vancement of the disadvantaged groups,
for their integration into mainstream
society, and participation in India’s
social life and its opportunity structure
on equal terms with the historically
advantaged groups. In practice, however,
like Buridan's ass [2] the State has
been in a dilemma of choosing Dbet-
ween its alternatives. This is mainly
because of the tenacious hold of tradi-
tional India’s ethos of hierarchy and
inequality on the State and its bureau-
cracy ; and partly because of the
incorporation of the special dispensa-
tion provisions into a regime of
Constitutionally guaranteed rights, in
particular, rights to formal equality.
Consequently, the actual performance
of the provisions falls far short of
announced aspirations and remains halif-
hearted attempts at a kind of crude
statistical equality devoid of the much
needed socio-cultural vitality which
alone can eventually, if at all, equalise
social life. . That such a statistical
equality itself is a far cry even after
four decades of planning and imple-
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mentation underscores the enormity
of the task ahead of undoing the
wrongs of the past. Grappling with this
reality is grappling with the hiatus
between the perception and practice
of the special dispensation provisions,
A proper understanding of the target
groups and the hitherto impact of the
implementation of the core provisions
on them are a precondition for both,

Target groups

Of the target groups SCs are a
colonial euphemism for (lower) ranking
‘untouchables’, and are designated so
on the basis of caste-based ‘untouch-
abiiity’. However, only ‘untouchables’
within the Hindu fold (including Sikhs
and neo-Buddhists) are entitied to be
so designated, and the SCs embracing
other religons lose their Constitutional
benefits. While this Hindu requirement
for membership even in the SC category
is a continuation of the colonial con-
tention (in the context of the ‘depressed
classes’) that conversion to Christianity
brought about a concommitant change
in the social status of the converts [3],
in the Constitutional context it is anti-
secular and anachronistic.

But for this limitation, and the probable
dilemma of deciding on the degree of
‘untouchability’ in certain cases, the
identification of the SCs has been. fairly
clear and settled, and over the years
the criterion has remained aimost .un-
changed. The Constitution also provides
the procedure for designating t_he SC?.
Under Article 341 (1) the President is
empowered to specify with respect to
any State or Union territory, the castes,
races or tribes or parts of or groups
within castes, races and tribes which
shall be deemed to be SCs in relation
to that State or Union territory. Once

) ated, this list can be changed
,c))rr:,lyltj):/gAct of Parliament (Art. 342 (2) ).

The identification of the STs is still
less problematic. The groups included
in this category are distinguished by
their tribal culture and physical isolation,
and many of them are residents of
specifically protected Scheduled Areas.
The general mechanism for designating
the STs is identical with that of the
SCs. However, unlike the SCs, the STs
do not lose their Constitutional bene-
fits by conversion,

As against these two categories, the
identification of the OBCs has been
too problematic and controversial ; more
so, because of the absence of any
Constitutional definition of them or any
exclusive method or agency for their
designation. As the references in the
Constitution are to socially and edu-
cationally backward classes which speci-
fically include the SCs and the STs,
ideally the OBCs should be only a residual
category. Thatis, the historically dis-
advantaged lower strata of society just
above the SCs and the STs, and not
all those groups which are disadvant-
aged because of present circumstances.
For, among the former the backward-
ness is cumulative, arising out of the
interplay of socio-cultural and econo-
mic factors, whereas among the latter
it is primarily due to poor economic
conditions.

e . L .

The . Constitutional provision for
appointment of a Commission to investi-
gate into the conditions of the socially
and educationally backward classes
(Art. 340) implies the identification of
the O?CS by the Commission so appo-
inted.” But in the absence of the

‘acceptance by the State of the findings

of the two. Commissions appointed so
far, the OBCs have become a much-
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hackneyed political category. Consequ-
ently, the criteria for their identification
have varied from State to State and
the OBCs have become an overstretched
category comprising several groups of
disparate socio-economic conditions in-
cluding those which are not backward
in the Constitutional sense. Because
of this and the rather limited stress of
the Constitution on the provisions for
the OBCs any appraisal of the impact
of the special dispensation provisions
on the backward classes should separate
the SCs and STs from the OBCs.

Special dispensation and the SCs
and STs

For analytical purposes the measures
undertaken in pursuance of the various
special dispensation provisions may be
treated as of three broad but related
categories, viz., protective, develop-
mental, and preferential.  Abolition
of untouchability, and protection of
persons subjected to the disabilities
arising out of untouchability (Pro-
tection of Civil Rights Act, 1976) .
prohibition on bonded labour and re.
habilitation of the freed bonded laboureré
(Bonded Labour System (Abolition) Act,
1976); and administration of Scheduled
and Tribal Areas come under the first
category. Various educational schemes
such as post-matric scholarships and
girls hostels under the Central. sector
and prematric stipends, ,reimbursemené
of tuition fee, book banks, hostels, and
ashram schools under the State sector,
Tribal subplans, Special Component
Plans of the Centre and States for the
SCs, Special Central Assistance for the
SCs and STs, and the SCs Development
Corporations are of the second category.
Legislative, educational and employment
reservations are of the third category.
Of these the effective. implementation
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of the measures of the first two cate-
gories is a precondition for actualising
the measures of the third category.

However, the hitherto implementation
of these measures has been too in-
effective to achieve their intended
objectives.  This is evident from the
various reports of the Commissioner (and
also Commission since 1978) for SCs
and STs. I hese reports reveal that untou-
chability is still widely practised with
utter impunity, particularly in rural areas;
that atrocities on SCs and STs still
continue unabated and if anything are
on the rise now; that the Bonded Labour
System (Abolition) Act has failed to
eradicate bonder labour, while the freed
bonded labourers are either back in, or
still on the verge of, further bondage;
that bulk of the SCs are still landiess
labourers or sharecroppers or marginal
farmers, while some are still engaged
in traditional occupations such as flaying,
tanning, leather work, basketry, and
scavenging; and that the SCs are still
not owners of productive resources,
while the STs are slowly losing such
resources as a result of unimaginative
laws and development schemes.

Educational Status

As the SCs and STs can take advan-
tage of the measures of the third
category, especially of employment and
educational reservations only with edu-
cational advancement, and educational
advancement can come about only with
socio-economic advancement, their edu-
cational status can be a crucial indicator
of their overall progress as beneficiaries
of the special dispensation provisions.

Literacy

‘No 'doubt, there has been some pro-
gross 'in' the growth of literacy among

them during the last three decades.

This is evident from the data presen-
ted in Table 1.

Among the SCs, STs and the general
population (including SCs and STs) the
literacy precentages in 1961 were 10.3,
8.5, and 24 respectively. These Per-
centages had increased to 14.7, 11.3,
and 29.5 in1971; and to 21.4, 16.4,
and 36.2 in 1981, Compared to the
general population the increase is rela-
tively more significant in Kerala,
Himachal Pradesh, Tripura, Maharashtra,
Jammu and Kashmir, Gujarat, Tamil
Nadu, Dadra-Nagar Haveli, Pondicherry,
and Delhi, in the case of SCs;and in
Nagaland, Himachal Prad_ash, Maha-
tashtra, Kerala, Tamil Nadu, Andaman-
Nicobar Islands, and Lakshadwesep, in
the case of STs. At the all India level
and in most States and Union terri-
tories the increase is more significant
during 1971-81 than during 1961-71
for all the three categories, and more
significant for SCs than for STs.

Despite this increase in the rate of
literacy, the SCs and STs are still far
behind the general population (even
including the SCs and STs) in most
States and Union teritories. Between
the SCs and STs the latter are farther
behind. There is also considerable
variation in the extent of “literacy
amongst the SCs and STs f_'om""g“’"
to region and between various com-
munities within each of these categq-
ries. What is more, as literacy 18
understood in the Census’ sel.lse. of
mere ability to read and write, It |s‘at
best the base of the educational pyramid,
and -any growth in it assumes meaning
and significance only if it is systained
at the higher levels. That this has not
happened is evident from Table 2.

34
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Andhfa Pradesh
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2 Bihar

1
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7 Keré[a,‘,_

3 Gyjarat
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TABLE 2

Enrolment ratios of SCs, STs, and other communities

Classes VI-VIii
1968-9 1973-4 ,978-9 1982-3

Classes |-V

1948-9 1973-4 1978-9 1982-3

SCs 64.1 68.9 79.9 91.0 205 221 26.5 34.3
STs 52.3 59.3 66.4 79.4 14.1 16.7 17.9 24.1
Others 82.8 90.7 87.1 87.2 37.7 40.4 421 43.9
Note : The enrolment ratios are to the age groups of 6 to 11 years in the case
of classes I-V, and 11 to 14 years in the case of classes VI-Vill. The
figures for others for 1982-3 are for general population which presumably
_include the SCs and STs also.

Source : Reports of the Commissioner for SCs and STs, 1975-77, 1979-81; and

Report of the Comission for SCs and STs, 1983-84.
i in Andhra

is far from satisfactory in

Enrolment IPradesh, Bihar, Haryana, Karnataka,

The data presented in the Table may

Madhya Pradesh, Orissa  Rajasthan,
Uttar Pradesh, and West Bengal, where

give the impresston thatin the primary
stage the SCs and STs have almost
caught up with the other communities.
This may not be true because of the
greater chances of the enrolment at
this stage of overage SC-ST children,
What is, howsver, more important to
note here is that at the middle stage
g‘; entolment ratio of the SCs and
o b‘f Sspeclally of the STs is still incopa-
Y lowar 1
" an that of the other
communitiag, Here again, there |
siderable variati ' is con-
In the case of g c9ion to region,
of the SCs the position

the enrolment ratio is still g?o:’ -onse;
is

third. 1n the case of the STs!

in Andhra Pradesh, Madhya Pra_desh,

Orissa, Rajasthan, Tamil Nadu,Tnpura',

West Bengal, and Dadra-Nagar .Havell,

where the enrolment ratio is still than

one-fourth{4].

As the SCs and STs move up in tffe
ir enrolment ratio

educational ladder thei -
also shrinks, or their drop out ral

increases  correspondingly. This 18
evident from Table 3.
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TABLE 3

" pergentage enroiment of SCs and STs to total enrolment, 1976-78

State/VT

Scheduled Castes - Scheduled Tribes

Popn%, HS UG PG Popn% HS uaG PG

1 Andhra Pradesh 14.9 7.8 7.1 71 5.9 0.9 0.7 0.4

2 Bihar 145 59 3.6 1.5 8.3 5.4 3.1 NA
3 Gujarat 72 83 60 24 142 42 3.9 15
4 Haryana 19.1 10.2 4.6 4.6 —_ — — -
B Himachal Pradesh 24.6 13.8 4.1 NA 48 2.4 2.9 NA
6 Jammu & Kashmir 8.3 4.6 2.0 1.1 —_ -— - —
7 Karnataka 15.1 49 5.9 4.3 4.9 0.8 0.6 0.6
8 Kerala 10.0 8.5 3.8 6.4 1.0 0.4 0.5 0.5
9 Madhys Pradesh 141 67 60 55 230 49 1.1 22
10 Maharashtra 7.1 9.0 9.4 1.4 9.2 2.2 2.0 2.4
11 Meghalaya 0.4 1.2 2.6 05 806 728 563 35.8
12 Orissa 14.7 8.9 35 ~ 35 22.4 741 3.1 2.1
13 Punjab 26.9 17.9 8.7 6.8 - - — —
14 Rajasthan 17.0 75 48 5.2 12.2 3.9 2.8 4.9
15 Tamil Nadu 184 15.0 7.4 6.5 1.1 0.3 0.5 0.8

16 Uttar. Pradesh

212 105 108 108 — —_ —

17 West- Bengal 220 79 110 ~ 62 . 56 . 18 12 o4

18 Dethl 18.0 6.1 5.0 3.3 - - —_— —
19 All india . .15.8 83....76 ... 75 . 78 .22 1.8 1.3
Note : - “Dash indicates nil or negligible-- percentage of -population ; NA = Not

Source

available; HS= high/higher secondary school; UG—Undergraduate: PG—

Postgraduate. The figures for HS are for 1976-77; those for UG and
PG are for 1977.76.

Census of India, 1981, Series f, India, Primary Census Abstracts for SCs
and STs; Report of the Commissioner for SCs and STs, 1979-81, part 2



It is only in Mabarashtra and Meg-
halava that the enrolment of the SCs
as percentage of the total enrolment
in high school, UG and PG equals or
exceeds their population percentage.
In virtuaify all the other States it is
below their populstion percentagé st
alf the three stages. fn the high
school itself the position is very bad
in all but Gujarat, Kerala, and Tamil
Nadu, while in the UG and PG it
deteriorates further even in these siates.
In the case of the STs the enrolment
percentage at afi the three stages is
far below their population percentage
in virtuaity ait the Stistes.

The access of the SCs and STs to
higher education is further reduced by
the fact that the instructions issued
by the Government of india for reser-
vation of seats are not fpllowed by

a number of States,
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population percantage.

Representation in public services

i thg SCs and STs are thus still
far behind the general population in
their educational status, It is only to
be .expected that they are also so in
thgzr representation in public services.
This is evident from Tables 4
and 5,

Though the representation of the
S5Cs in Central Sewvices has increased
since 1965 in all the four classes of
jobs, it is onlyin classes 3 and 4 that
it equals or exceeds theit population
percentage. In classes T and 2, especi-
ally in class 1 it is far below their
Tha repressnta-
tion of the STs is stil} worst and far
below their population percentage in
all the four classes, particularly in

classes 1 and 2.

TABLE 4

Parcantage representation of §Cs and STs in Central services

Scheduled Castes

Scheduled Tribes

i

Date _ Scheduled Castes ¢
1 2 3 4 1 2 3 4
1-1-1985 1.6 2.8 89 178 0.3 03 11 34
- 4.0

1-1-1975 3.4 5.0 107 186 05 0.6 23
5.5

1-1-1983 6.7 10.2 14.6 19.6 1.4 1.5 4.1
‘ ; .
of the Planning Commission's Working Group o7 the developmend
soues” R:ng and STs 1980-85; reports of the Cammissionel for SCs an

of SCs , ;

STs, 1971-72 to 1979-81;
1978-79 10 1985-86.

yeports of th

o Commission for sCs and STs,

3

2



Comparison of the data on the re-
presentation of the SCs and the STs
in the services of the States and Union
territories for the earliest and Iatest
available years reveals similar shortfalls
despite an increasing trend over the
years.

It is only in Arunachal Pradesh, and
Dadra-Nagar Haveli that the represen-
tation of the SCs is relatively adequate
in all the four classes; it is only in
Maharashtra that their representation is
adequate in all but class 1; anditis only
in Gujarat, Kerala Manipur, Rajasth.an,
and Chandigarh that their representation
is adequate at leastin classes 3 and 4.
In all the remaining States and Union
territories their representation is below
theit population percentage. Their re-
presentation in classes 1 and 2 is
especially poor in Haryana, Himachal
Pradesh, Madhya Pradesh, Orissa,
Punjab, Tamil Nadu, Uttar Pradesh, and
West Bengal.

The position of the S8Ts is still
worst. They are under-represented in
all the four classes, espscially in classes
1 and 2 iIn virtually all the States and
Union territories.

While the data thus portray a dismal
picture of the SCs and STs as bene-
ficiaries of the various special dispen-
sation provisions, as the Working Group
of the Planning Commission has rightly
pointed out in the context of the SCs,
“there is no reasonable ground for
the non-Scheduled castes to feel that
the policy of reservation has conferred
disproportionate benefits on the Sche-
duled Castes”” [6]. But more important
than dispelling this fear is the need
for streamlining the implementation of
the provisions. For doing this its present
limitations have to be borne in mind.
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Limitations

These limitations are of at [east éix
types :

First, the failure to comprehend the
complexity of the task as is evident
from the meagre and woefully inade-
quate budget aflocations in the succes-
sive Plans for the programmes covering
the SCs and STs.

Second, the misconception of the
Constitutional provision for taking into
account the employment claims of the
SCs and STs ‘“consistentiy with the
maintenance of efficiency of adminis-
tration” (Art. 335). For preventing the
abuse of this efficiency clause, the Plan-
ning Commission’s Working Group menti-
oned earlier recommended the deletion of
the clause itseif. That is, however, only a
desparate remedy. Consistency with
efficiency has to be construed ag
equipping the disabled, after their entry
into service, to work with others on
equal footing through a package of
practices.

Third, the lack of any national
mechanism for effectively enforcing the
various measures. Whiie the Commis-
sioner and the Commission for SCs and
STs are expected to monitor the imple-
mentation of the various Constitutional
provisions for SCs and STs, they have
no powers to enforce any of these
pravisions. That apart, even the mere
monitoring has been well neigh impossi-
tfle for them, and their reports deplore
time and again their inability to get
the required information from the State
governments even after repeated re-
minders. . ‘

Fourth, the ‘higher-echelon’ nature of
the benefits and the lack of access of
the members of the target groups,
especially those at the lower levels, to
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taking also into consideration the exist-
ing 22.5 per cent reservations for the
SCs and STs.

Third and more important, the limita-
tion of the Commission’s survey for
enumerating the OBCs. The survey was
confined to two villages and ane urban
block in each district and as such could
not have been sufficiently comprehen-
sive as to cover each and every caste
and community in the different districts.
There are wide variations in the caste
and community composition of the
different villages in any region, and
there is hardly any village which re-’
presents all the castes and communities
of a given region. Because of this, it
is difficult to assume that the different
castes and communities in the two
villages ond one urban block surveyed
together represent all the castes and
communities within each district[8].

States and the OBCs

Unlike the SCs and gTs the ptf:rl:::'v‘
towards the OBCs varies wid:ly o
State to State. At one en hﬁ:h he
gpectrum eré those States W o o
recently had not prspared anys u;  of
the 0OBCs or initlat'ed any Th::e ate
action for their upliftment. o o
clude Arunachal pradesh, Chandigaril,

Madhya Pradesh, Tripura, and Waest
Bengal,

At the other end are those States
which have declared & major segment O
their. population between one-thirds and
two-thirds as OBCs and offer them a range
of banefits Including employment and
educationaj reservations. These are the
peninsular States of Maharashtra, Andhra
Pradesh, Kernatake, Kerala, and Tamil
of backward clasees movement

and
backward olasses. cetegaries,

In between are the several States
which have used the Constitutional
provisions in varying but inconsequential
degrees. Here again, the States fall

into two broad categories. First, those

which have taken only small measures.
These include Assam and Pondicherry
which offer only some educational reser-
vations, and Rajasthan, Orissa, and
Delhi which offer only some educational
concessions but not any reservations.
Second, those States which have used
reservations along with concessions to
a moderate extent. These include Bihar,
Gujarat, Haryana Himachal Pradesh,
Jammu and Kashmir, Punjab and Uttar

Pradesh.

Date available on the States where

the OBCs exist as 8 »specifi? c
for employment and educational ol
vations, as presented in Table 6.. ions
give a general idea of the variat

in the Stats patterns. .

reveals that the ‘classes’

\ . d
BCs, that is, 88 gocially an
e oot d other than the

educationally backwar o
dominantly cas
SCs and STs, are"pn_ar Jo . the Table

mmunal unit
zzgsconm indicate the size of the OBCs

. : te
tion in the Sta
listed, their Ppropor ; substantial

The Table

ranges from @

opulation | .

't)o a small stratum just abov? tla'\:ae Salc:o
i jteria

In some cases income cri ”

¢ independently Of

d eithe
emp oY h other tests[S].

conjunction Wit

Though hard data on the implemen-

tation of the Constitutional proviilsig;'les

by the various States are not avaN: du'

the data avaliable fort t:'ml‘n speclal,
' a

supposedly a model € :

dispensation, present a dismat picture

Only less then half of the existing

to the
0BCs have had any access ]
various professional courses of education,

ategoly , -
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TABLE 6
0OBC in selected States

% reservations
— Remarks

SN  State J UT
! Posts Seats

Groups identified

Job resetvations are under all
State government depts &
undertakings, & local bodies,

1 Andhra Pradesh 1) Aboriginal Tribes,
Vimukta Jatis,
Nomadic & Semi-

Nomadic Tribes 7 7 Other benefits include allotment
2) Vocational groups 10 10 of 25% of the house sites, &
3) Harijan Converts 1 1 1569 of the houses constructed

7 by the Housing Board. OBCs
with family income below
Rs. 6000 are exempted from
payment of tuition fees & are
eligible for scholarships, hostel
facilities, etc,

4) Other Classes 7

Job reservations cover all State
as backward with government depts & under-
94 of them as most takings, and local bodies. Other
backward. 20 24 benefits include allotment of

2) Women 3 house sites, scholarships, reim-

3) Economically 3 tursement of tuition fees, etc.
weaker sections,

2 Bihar 1) 128 communities

3 Gujarat 82 communities 5 10 The 109, reservation is in
classes 3-4 of the State govt,
service ; & 59 in classes 1-2
of all State government depts
& undertakings, & local bodies,
Other benefits include scholar-
ships & other educational
facilities for OBCs with annual
family income not exceeding
Rs. 4800 (Rs. 7200 for nomadic
& denotified tribes).

4 Haryana 61 communities 10 2

5 Himachal Pradesh 48 communities
thl‘qughout the state ;
30 in merged areas ;
and 15 in oid areas. § 2



the administration, to the political- system,
and to the judiciary.

Fifth, the absence of any mechanism
for gradually excluding individuals or
groups from the purview of the special
dispensation provisions once they have
attained measurable self-reliancein terms
of inter-generational socio-economic,
educational and occupational attainments
or mobility. Such exclusion will prevent
the present concentration and resultin
the diffusion of the benefits.

Sixth, the absence of any mechanism
for special attention to the most needy
by disaggregating the individual bene-
ficiaries into groups most deserving,
least deserving, and so on.

Seventh, the faiflure of the reservation
provisions to penetrate private employ-
ment and educational institutions,

Special dispensation and the OBCs

The implementation of the Consti-
tutional provisions for the QOBCs has
been in greater disarray, and has al-
ready caused enough public indignation,
This has been mainly because of the
failure of the Government of India to
evolve a central policy for the idenifi-
cation and advancement of the OBCs.

Kaka Kalelkar Commission

The appointment of the first Back-
ward Classes Commission in January
1953 was aimed at evolving such a
policy. But the Commission’s rteport,
submitted in March 1955, did not serve
this purpose.

The Commission prepared a list of
as many as 2399 communities, with
837 of them as most ‘backward’, and
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recommended an array of measures for
their upliftment, reservation of at least
26 per cent jobs in class 1, 33.3 per
in class 2, and, 40 por cent in classes
3 and 4; and 70 per cent seats in all
technical and professional institutions.

The Commission formulated a) low
social position in the traditional caste
hierarchy of Hindu society, b) lack of
general educational advancement among
majority of a caste or community, ¢)
inadequate representation in trade,
commerce, and industry, as the criteria
for identifying the OBCs, and relatadd
social backwardness to the first criterion.

However, out of its eleven members
three opposed linking caste with back-
wardness and the reservations on the
basis of caste, while one strongly ad-
vocated the acceptance of caste as
the criterion of backwardness. As a

last minute volte face the chairman

himself repudiated the Commission’s
work especially its acceptance of caste
as the basis of backwardness and re-
commendations for reservations in public
services.

In its memorandum of action taken -

on the Commission’s report (laid before
the Parliament along with the report
in September 1953), the Government
of India expressed unequivocally its
displeasure with the criteria adopted

For the purpose of the enquiry speci-
fically contemplated in Article 340
of tha2 Constitution it was necessary to
consider whether these other backward
sections could be properly classified,
and the Commission had to find-objec-
tive tests and criteria by which such
classifications were to be made ; they
had to find indisputable yardsticks by
which social and educational back-
wardness could be measured. The
report of the Commission has not been

. unanimous on this point; in fact, it
- reveals considerable divergence of

. opinion.

It also pointed out that of the 2399
communities listed by the Commission
930 alone accounted for an estimated
population  of 11.6 crores, with the
SCs and STs making up another 7 crores,
and that "'if the entire community, barring
a few exceptions, has thus to be treated
as backward, the really needy would be
swamped by. the multitude and hardly
receive any special attention or adequate
assistance ; nor would such dispensation
fuHil the. condition laid down in Article
340 of the Constitution”.

- When its efforts to devise some posi-
tive and ‘workable criteria other than caste
failed, in’- May 1961 the Government
decided against drawing up all India lists
of OBCs[6], and extending reservations
in its services for any groups other than
the SCs and STs. Consequently, in
Augasto'1901 it informed the State
governménts that while they have the
discrétion to choose their own criteria
for defining backwardness, in its view
it "would be better to ,apply economic
tests rather than go by caste[7].

Mhndal i C:Omﬂjission '

"“The second Backward Classes Com-
mission ‘appointed by the Janata Govern-
ment. in December 1978 was a renewed,
albeit belated, attempt at evolving a
national policy on the OBCs. The Com-
mission submitted its report in December
1980, regommending, among other things,
reservation of 27 percent jobs in all
public services, and 27 percent seats in
all scientific, technical, and professional
institutions run by the Central and State
gowsrgments for the OBCs listed by it
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The Congress | which came to power
at the Centre soonafter sheived the
report for about two years, then placed
it before the Parliament, and then stayed
away from any action on it for-almost
a decade. Though the National Front
which came to power at the Centre
recently seems to be committed to the
implementation of the report, going by
the fate of the first report one has to
be sceptical about the outcome. This
is for at least three reasons: '

. First, the Commission’s report gives
the impression that it has also laid great
emphasis on caste backwardness, though
in point of fact, this was not so as
will be made clear later. Of the eleven
indicators used by it for identifying the
Hindu OBCs, four were on caste-based
social backwardness, three on educa-
tional backwardness, and another four
on economic backwardness. Giving a
total weightage of twelve points to the
first, six points to the second, and four
points to the third set of indicators,
and applying all the indicators 'to all
the castes covered by its survey,  the
Commission listed those castes which
had a total score of eleven points or
more as  backward and the rest as
advanced. .

Second, if adding up communities of.
the different regions makes any sense;
the Hindu OBCs listed by the Commis
sion alone number 3743. This is against
the total of 2399 listed by the first
Commission and should mean that: the
really needy will be still swamped by
the multitude, and if anything, more
swamped than at the time of the first
Commission. The Commission estimated
the population of these communities at
52 per cent. But, because of the judicial
constraint of keeping the overall reser-
vations below 50 per cent, pegged the
reservations for' them at 27 per cent,



taking also into consideration the exist-
ing 22.5 per cent reservations for the
SCs and STs.

Third and more important, the limita-
tion of the Commission’s survey for
enumerating the OBCs. The survey was
confined to two villages and one urban
block in each district and as such could
not have been sufficiently comprehen-
sive as to cover each and every caste
and community in the different districts.
There are wide varlations in the caste
and community composition of the
different villages in any region, and
there is hardly any village which re-
presents all the castes and communities
of a given region. Because of this, it
is difficult to assume that the different
castes and communities in the two
villages and one urban block surveyed
together represent all the castes and
communities within each district[8].

States and the OBCs

Unlike the SCs and STs the policy
towards the OBCs varies widely from
State to State. At one end of the
spectrum are those States which till
recently had not prepared any list of
the OBCs or initiated any separate
action for their upliftment. These in-
clude Arunachal Pradesh, Chandigarh,
Madhya Pradesh, Tripura,
Bengal,

At the other end are those States
which have declared a major segment of
their. population between one-thirds and
two-thirds as OBCs andoffer them a range
of benefits including employment and
educational reservations. These are the
peninsular States of Maharashtra, Andhra
Pradesh, Karnataka, Kerala, and Tamil
Nadu, all of which have a long history
of backward classes movement and
backward classes categories.
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-

and West .

’f‘ between are the several States
whnc_h. have used the Constitutional
provisions in varying but inconsequential
degrees. Here again, the States fall
into two broad categories. First, those
which have taken only small measures.
The_se include Assam and Pondicherry
whgch offer only some educational reser-
vations, and Rajasthan, Orissa, and
Delhi which offer only gome educational
concessions but not any reservations,
Second, thoss States which have used
reservations along with concessions to
a moderate extent. These include Bihar,
Gujarat, Haryana Himachal Pradesh,
Jammu and Kashmir, Punjab and Uttar

Pradesh.

Data available on the States where
the OBCs exist as a specific category
for employment and educational reser-
vations, as presented in Table 6, will
give a general idea of the variations
in the State patterns.

The Table reveals that the ‘classes’
deemed as OBCs, that is, as socially and
educationally backward other than the
SCs and STs, are predominantly caste
and communal units. Though the Table
does not indicate the size of the 0OBCs
listed, their proportion in the State
population ranges from a substantial
to a small stratum just above the SCs.
In some cases income criteria are also
employed either independently or in
conjunction with other tests{9].

Though hard data on the implemen-

tation of the Constitutional provisio'ns
by the various States are not ava::':l:‘:,

the data available for T'amil ”
supposedly a ‘model sta.te in fpec .
dispensation, present a dismal picture :

n half of the existing

Only less tha to the

OBCs have had any access o
various professional courses of education,
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TABLE 6

OBC in selected States

SN State / UT

Groups identified

% reservations

Remarks

Posts Seats

1 Andhra Pradesh 1)

Aboriginal Tribes,
Vimukta Jatis,
Nomadic & Semi-
Nomadic Tribes 7

2) Vocational groups 10
3) Harijan Converts 1
4) Other Classes 7
2 Bihar 1) 128 communities
as backward with
94 of them as most
backward, 20
2) Women 3
3) Economically 3
weaker sections,
3 Gujarat 82 communities 5
4 Haryana 61 communities 10
& Himachal Pradesh 48 communities

throughout the state ;
30 in merged areas ;
and 15 in old areas. 5

7
10
1
7

24

10

Job resetvations are under all
State government depts &
undertakings, & local bodies.
Other benafits include allotment
of 25% of the house sites, &
16% of the houses constructed

by the Housing Board. OBCs

with family income below
Rs. 6000 are exempted from
payment of tuition fees & are
eligible for scholarships, hostel
facilities, etc.

Job reservations cover all State
government depts & under-
takings, and local bodies, Other
benefits include allotment of
house sites, scholarships, reim-
tursement of tuition fees, etc,

The 109, reservation is in
classes 3-4 of the State govt,
service ; & 5% in classes 1-2
of all State government depts
& undertakings, & local bodjes
Other benefits include scholar-
ships & other educational
facilities for OBCs with annuaj
family income not exceeding
Rs. 4800 (Rs. 7200 for nomadic
& denotified tribes).
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Table 6 (Contd.)

0, re N
SN State /UT  Groups identified 2.1 >orvations .
Posts Seats emarks

S S —

6 Jammu & Kashmir 22 weak & underpri- 42
vileged classes (mostly
occupational com-
munities) ; & residents
of specified backward

42 Other bengfits include scholar-
ships & stipends to OBCs with
annual  family income not

. exceeding Rs, 3000. . .

areas,
7 Karnataka Backward com- 18 18 For determining social back-
munities . wardness economi i i
Backward castes 10 10 & occupationalmlféc:iilsde[x:sarlé
Backward Tribes 5 5 also taken into account
Special Groups 15 5 ... )
8 Kerala - . 1) Ezhavas 14 The %s are for posts other than
2) Muslims . 12 in class 4. In class 4 the corres-
3) Latin Catholics & ponding %s are 11, 10, 4, 1, 2
Anglo-Indians 4 2, 2, & 8 respectively. 'OnI):
4) Nadars 1 persons with annual family in-
5) SC Converts to come below Rs. 6000 are eligi-
Christianity 1 | 25 ble for the benefits. -~ = -
6) 22 communities e
like Asaris, B
Kammalas & B IR
Viswakarmas =~ 3 .
7) Dheevara com-
munity 1
8) Other backward ,
classes 4
9 Maharashtra 1) Denotified & - 4 ‘4" 80Y, of all vacancies including

those reserved for SCs, STs, &
OBCs, under the State govt.
10 depts, local bodies, etc. are
reserved for ecomomically
weaker sections with annual
family income below Rs. 2400.

Nomadic Tribes

2) Other backward
Communities 10

10 Punjab
11 Tamil Nadu

68 communities 5 5

Backward Classes 30 30 Other benefits include scholar-
‘Most backward classes ships, special training centres,
& denotified tribes 20 20 hostels, etc.

37 Hindu and Muslim e -
communities 15 15

12 Uttar Pradesh

1t
A B TR

Source : Compiled from the Mandal Commission'Report, GOI, Report of the Back-
ward Classes Commission, 1980, vol. 1, chapter 2.

and, to government services during 1980-
82. There are wide variations even in
the available access and by implication
in the levels of backwardness. These
must be evident from the data presen-
ted in Table 7.

Of the total OBC students admitted to
the three professional courses of law,
medicine, and engineering, more than
three-fourths were from a small number
of the OBCs (34 out of 222) account-
ing for only about two-fifths of the
total OBC population in the State. Of
the total number of OBC scholarships,
the total amount of these scholarships,
and candidates of all grades selected
by the Public Service Commission
(PSC), about two-thirds again went to
this refatively small number.

Even within this small number, just
about one-third (the first eleven),
accounting for about one-third of the
total OBC population, had cornered as
much as two-thirds of the OBC admis-
sions to the professional courses and
more than half of the scholarship
amounts, and OBCs selectad by the PSC,

Limitations

The limitations of the hitherto evolved
and implemented policies for the advan-
cement of the OBCs must be already
evident. The most important of them is,
undoubtedly, the absence of any national
policy evolved from a Constitutional

perspective.

The second limitation is the absence,
as in the case of the SCs and STs, of any
mechanism to prevent the ‘creaming
effect’ and concentration of the benefits
within the upper stratum of the bene-
ficiary groups. Though a group is gene-
rally identified as socially and educa-
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tionally backward in the Constitutional
sense, membership of such a group alone
should not qualify anyone to claim the
benefits of special dispensation. Only
those persons who are still seemingly
backward and disabled should be entitled
to the benefits. It is the absence of
any effective mechanism for ensuring
this and the overstretching of the OBCs
category by accommodating more and
more groups for political reasons which
have discredited an otherwise well-con-
ceived policy.

The third limitation is the confusion
between historical disability and contem-
porary disapility. It is this confusion
which has already polarised a sizeable
section of the Indian population
into the adherents of caste back-
wardness -and adversaries of economic
backwardness and vice versa.

While caste backwardness should
ideally be an important criterion for
determining social backwardness, how
backward should be the really backward
is a ticklish issue. Itis for determining
this lower limit that other criteria have
to be wused. However, the Mandal
Commission has not succeeded in
determining this lower limit.  For,
of the criteria of social backwardness
only one (castes/classes considered as
socially backward by others) is an
indicator of caste backwardness and
even that is not free from ambiguity.
The other three criteria ara a) castes/
classes which mainly depand “on
manual labour for their livelihood, b)
castes/classes in which at least 25 per
cent females and 10 per cent males
above State average get married at an
age below 17 years in rural areas and
at least 10 per cent females and 5 per
cent males do so in urban areas, and
c) castes/classes in which participation
of females in work is at least 25 per
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TABLE 7

OBCs by populatian and access to OBC benaetits

SN Code Caste/Community

1 231 Kongu Vellalar

2 243 Nadar/Shanar/Gramani6.6

3 201 Agamudaiyar
4 802 Labbai
5 210 Gavara
6 218 Kaikolar/Sengunthar
7 220 Kallar
8 239 Maravar
9 264 Sozha Vellalar
10 206 Devangar
11 258 Sadhu Chetty
12 277 Vokkaligar
13 801 Dekkini Muslims
14 276 Veerakodi Vellalar
15 909 CS{/SIDC
16 263 Souyrashtra
17 257 Reddy (Ganjam)
18 260 Saliyar
19 262 Senaithalaivar
20 225 Karuneegar
21 131 Sozhia Chetty
22 275 Velfan Chettiar
2311t Jangam
24 224 Kannada Saincegar
25 109 Isai Vellalar
26 305 Chettu
27 113 Kongu Chettiar

% in total 9% in total % intotal % in total ¢ intotal
OBCs 08Cs 0OBCs OBCs OBCs
popufation in profes- scholarships scholar- sefected
sional ship by thy

courses amount PSC
6.8 7.6 4.3 6.5 5.3
i0.2 10.7 10.1 51
5.0 11.1 10.8 9.8 12.1
4.0 4.5 5.6 6.1 4.2
2.6 8.2 57 6.7 7.2
2.5 6.2 4.3 54 8.4
2.3 3.7 3.9 3.4 2.8
1.5 2.3 2.5 2.8 2.2
1.3 2.3 1.6 2.2 1.7
1.2 4.1 2.5 ig 2.0
1.0 2.2 1.5 1.7 1.7
0.8 a.9 1.0 1.2 0.7
8.7 1.2 0.6 0.9 1.3
Q.7 1.5 1.3 1.6 1.5
0.6 1.0 0.0 0.0 1.1
0.5 2.2 1.8 1.8 1.8
0.5 1.0 0.8 1.1 0.6
0.4 1.3 0.8 0.8 0.9
0.4 0.9 0.7 0.7 0.7
0.3 0.9 0.5 0.6 1.4
0.2 0.3 0.6 0.6 0.3
0.2 Q.5 0.7 0.3 0.4
0.2 0.3 0.5 0.3 0.4
Q.2 0.4 0.3 0.0 0.4
0.2 0.4 2.7 0.4 0.7
0.1 0.2 0.2 0.1 0.2
0.1 0.3 0.1 0.0 0.2

211

SN Code Caste/Community in total in total in total in total in total
OBCs OBCs OBCs OBCs 0BCs
population in profes- scholarships scholar- selected

sional ship by the

courses amount PSC
28 211 Gowda 0.1 0.2 0.4 0.5 0.1
29 127 Paravar 0.1 0.4 0.5 0.5 0.0
30 213 Idiga 0.1 0.2 0.1 0.1 0.2
31 245 Nangudi Vellalar 0.1 0.1 0.0 0.1 0.1
32 230 Khatri 0.1 0.3 0.0 0.0 0.0
33 112 Jogi 0.1 0.1 0.0 0.0 0.1
34 244 Nagaram 0.1 0.3 0.3 0.4 0.1
Total 41,5 76.9 67.2 69.9 64.0

tal of remaining

11%8 BCs }58.5 23.1 32.8 30.1 36.0

Source : Tabulated from, Government

of Tamil Nadu, 1985, Report of the Tamil

Nadu Second Backward Classes Commission, Vols 1-3: 100-123, 154-68,

179-97; reproduced from, P
Backward Classes, EPW, 10
the Ambasankar Commission

cent above the State average. These
are not strictly criteria of elther. caste
or social backwardness. for, m_the
traditional Indian society child marrla?e
was an upper caste institution and its
practice by the lower castes was
because of its imitation effect (or of
Sanskritisation as our anthropologists
with upper-caste world view would
have liked to put it). Participation i'n
manual labour and female labour parti-
cipation were, no doubt, mostly lower
caste practices, But these are no more
attributes of social backwardness in
the traditional sense as both the
economically well off and impoverished
sections just above the lower castes

Radhakrishan, Ambasankar Commission and
June 1989. The Code mentinoed is as in
Report.

(including women) also now participate
in manual labour.

Consequently, while the Commission
has succeeded in admitting as many
castes as possible into the OBCs
category through one or more of the dif-
ferent channels offered by it, it has failed
inexcluding any caste by limiting its tests
to backwardness in the traditional
sense.  Stated differently, while the
indicators used by the Commission are
broad enough to ensure that all the
backward in the different senses of
the term are enumerated as backward,
they are rather too broad as to cover
also the layer just above the OBCs.



Though backward the castes in this
layer do not come under the special
dispensation purview for the obvious
reason that their backwardness whether
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And that explains the rather high members of the middle and upper
population estimate of the OBCs (52 castes are e ;
Per cont) conomically poor does call

for welfare measures in their favour,
But, if they are also treated as back-
ward along with the lower castes, only
the former will be able to take advan-
tage of the special dispensation provi-

social or educational is not historically sions and not the latter. And that

accumulated as not to be overcome would amount to an invidious perpetra-

by their own efforts or by general tion of the prevailing inequalities

State action. The fact that many through Contitutional mechanisms.
NOTES

Legislative reservations, often seen with cynicism by the target groups
themselves because of the lack of commitment of the beneficiaries and their
vulnerability to political manipulations, and the limited spread effects of such
reservations for the groups as a whole, are not discussed here any more.

“In the sophism doubtfully attributed to the French 14th-century schoolman
Jean Buridan, an ass dying of starvation through inability to choose between
two equidistant and equally desirable sources of food”. Chambers Twentieth
Century Dictionary, Sixth Reprint, 1981.

To cite an example, in in his letter of 26 August 1924, then DPI
R. Littlehailes wrote to the Secretary to Government, Law (Education) Depart-
ment, Madras: ‘‘from the time a member of a backward community adPPts
Christianity, his social position and outiook change and new opportunities
are opening before him, In fact he is no fonger ‘backward’; whatever might
have been his position prior to conversion; an Indian Christian enjoys
rights and privileges even as against the Hindus which he could not have
even dreamt of before”. See, Government of Madras, GO 855, Law
(Education), 19 May 1925.

For more details, see report of the Commission for SCs and STs, 1983-84.
Report of the Planning Commission’s Working Group on the development of
SCs and STs, 1980-85. 49; published in 1987. The Working Group also
directed that “these data should be widely published by the Pefs"_n"el
Department and by the corresponding State Departments in order to ehmm.ate
scope for misleading and mischievous propaganda against the reservation
policy’. lbid.

Though the Kaka Kalelkar Commission Report was not accepted by the
-~ . . s i varammaendations were catried out by some
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of the State Governments. A case in point is the intro.duction of the
most backward classes category by the Madras Government in 1957.

The Kaka Kalelkar Commission Report and Government's reaction to it d:?re
discussed in the Mandal Commission Report. See, Governrznent of India,
Report of the Backward Classes Commission, 1980, vol.1: 1-2.

odological limitations of the Mandal Commissipn
lier write up. See, P Radhakrishnan, ‘Protective
ward Classes’, The Hindu, 28 Dec 1982.

The discussion of the meth
Report is based on an ear
Discrimination & Other Back

State patterns is partly based on Mare

i i f the varying _ \
-g:an?:cu;z:;et?ng Equalities: Law and the Backward Classes in India,

OuUP, Delhi, 1984.
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