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EDITORIAL - SOME HIGHLIGHTS

1. General Economic Scene

State

Planning Commission

There was a meeting of the Commis-
sion in mid May. The methodology for
the preparation of the state’s Perspec-
tive Plan 1991-2001 was discussed on
the basis of a paper prepared by a
member. There was broad agreement
that the plan should be developed not
on the basis of  attaining an overall rate
of growth " but by defining the various
targets to be aimed at and attained

in each of the sub sectors of the

economy. There was also a discussion
of the document, Tamil Nadu—An Econ-
omic Appraisal 1989 which set forth a
review of the economy during 1988-89,
1t was noted with regret that the
document which should have peen avail-
able to the legislators in March 1989
when the budget for 1989-90 was being
discussed and approved by Parliament
(the state was then under President’s
rule), that it was made available over 2
years later. [t was pointed out that this

important document was never available
to the legislators at the time of the
budget discussion and approval over the
past several years. It was therefore
recommended to government to make
this document. part of the Budget
paper-that would.give the departments
and officers responsibility for preparing
itand a firm deadline. like the budget
and give the document the needed
priority in printing and processing the
document.

Climate and Prices

May was a hot month—infact is tradi-
tionally the hottest month in the vyear,
with the Agni Natchathiram appearing
during the month. But during this year,
May was comparatively  mild, never
reaching 40 degrees. There were the

usual summer rains in some parts of the

State, particulatly in the southern
districts. CSO's monthly abstract of
statistice for January 1991 (the month
following the last issue) has not yet
appeared and hence it is not possible to
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give the price data for the state in
January. Prices, however, in the state,
asin all India, are continually on the
rise at all levels, wholesale, consumers,
agricultural  workers and . indystsial
workers etc. . %7 o
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Power supply ih ‘May-ia, the state was
normal. The coal stotk»pasition 6f the
thermal plants improved so that (i) the
power cut on HT users was reduced from
30 per cent to 25 per cent and (ii) there
was almost no load shedding until
March 21 when as a result of Rajiv
Gandhi's assassination on May 21,
strikes and bandhs reduced coal supply
to the power plants which had “to go in
for load shedding once more. Further at
the end of May there was a mechanical
breakdown in Singateni which led to a
heavy cut in the coal supply to Rama-
gundam, resulting in reducing of power
supply to Tamil Nadu and other Southern
States. The Tamil Nadu. Energy Board
teports that on behalf of the World Bank,
BHEL is being commissioned to under-
take a feasibility study for a 500 KW
solar power station. The plant is to
feed the State Electricity grid. For BHEL
which earlier set up a 20KW solar
station near Hyderabad and completed
it in May, a 20KW photovoltaic power
plant in Haryana, solar power along
with wind power are the 2 non con-
ventional energy sources the R & D
centre is concentrating. For Tamil Nady
with its plentiful sunshine for 10 months
in the year, the solar station holds
promise of meeting its long term gap
between power demand and supply,
In this connection, the offer of Indus.
trialists from outside Tamil Nadu-Video-
con, Tatas, Macneil and Major, Khaijtan
and Penta have offered to set up
power plants. In the state elections

Tamil Nadu in both the

under very dry May, all major parties
have in their manifesto pledged to
help the private sector to invest in
power. These promises must now be
translated into action. And some of
leading Tamil Nadu industries, SPIC, T!
groups, TVS, Amalgamation should join
in this effort. TNEB announces the
setting up of a 1.5 MW windmill
power plant near Madurai.

At the national level, power Supply
was normal in May except for the
states, AP, Karnataka and West Bengal
where there is a shortage of supply
and so have power cuts reported in
earlier issues. NHPC reports that the
funds crunch has forced it to halt
construction at Koel Karo (Bihar), Bag-
likar and Sawalkat (J&K), Chamera Ut
(HP) and the Satida basin (UP). The
funds involved are not much against
the Rs. 3300 crores needed for
these 5 projects, only Rs. 450 crores
have been released. This is an urgent
priority for which the balance of
funds must be found and released as
otherwise these plants which will become
operational in the IX Plan will be hajted.
IAEA reports that against § countries
generating helf or more of their total
capacity from nuclear energy sources,
India’s 7 nuclear power reactors have a
total capacity of 1374 MW and the seven
further reactors under construction will
add to the capacity 1640 MW. At present
2.2 per cent of power generated in the
country is from nuclear sources, this
limited approach is to be commended
given the risk and costs of nuclear
sources of energy.

Water

A World Watch Institute study warns
of the serious water situation facing

urban and

farming areas. Against 110 gallons of
water available per capita per day in Los
Angels in Tamil Nadu only 8 gallons per
capita is made available during summer.
There is urgent need for measures to
conserve the state’s water resources and
ensure the efficient use of water. At
present there are no reguiations govern-
ing the amount of water that a farmer
can draw from a well, or till recently the
water withdrawn for sale by lorries and
tanks, so that underground water is
available on a first come first served
basis. [f this continues, the states,
underground water resources will be
depleted and so there is need for requia-
tion of ground water withdrawal which
is being put into effectin some parts
of the outskirts of Madras city. Effici-
ent use of water calls for restoration
of traditional rain collecting tanks and
reservairs which are in need of mainte-
nance and where the plentiful monsoon
rains need to be captured in larger
wells and not aliowed to runotf. In
cities water problems are exacerbated
by antiquated or non existent infra-
structure (30-40 per cent of water
supply in Madras is lost through leaky
pumps) that cannot keep up with the
population growth. As the states rivers
are seasonal and its longest river cauvery
has a flow 25 times smaller than the

snowfed Ganga and water available
and demand vary from region to region

{Coimbatore for instance recorded a 16

foot drop in its water table between
1972-1992), there is need for the farming
system and the cropping pattern to be
adjusted to the availability of water
and for water usage to promote methods
of consumption,

Housing and Finance

Primer Housing and Industrisl Enter-
prises announces that it is developing
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mini townships in the state the
help of HUDCO. its houses in the
township are already in wide demand,
This ~would - also " be a means of
decongesting "~ the. mega cities of Madras
and Coimbatore. On-.the financial side,
the government repart t Ya’t its increased
colfection during the . last quarter of
1980-91 has narrawed the budgeted
deficit from, Rs.” 510 crores (anti-
cipated) fo,  Rs. 200 crores (achieved).
The sales tax and the commercial
taxes have raised a record Rs. 2167
crores. RBI, however, in its analysis of
finance of the state government for
1990-91, which is the first year of Viii
Plan, shows that the proposed additiona)
tax and non tax measures cover only 29
per cent of the continued overall deficit
ot the states of Rs. 2676.4 crores
leaving the overall net deficit of the
states at Rs. 1901.1 crores. It also reports
that of the 25 states, the majprity, that is
20 have left their deficits uncovered,

Mapping Resources at the Panchayat
level in Kerala

Kerala is undertaking with the help of
its experts and professional services like
the Céntre for Earth Sciences Studies,
Kerala, State Land Use Board, State
Planning Board and Kerala Sastra Sahitya
Parishads, the mapping of the resources
available in its 1000 odd panchayat with
active coperation and involvement of the
local people. When the resources are
identitied in each panchayat, local fevel
planning will ensure optimum uyse of
available resources.. The programme has
in all 5 stages starting from the colle-
ction of basic data on land use, water
resources, soil and ending with prepara-
tion and execution of development
project.  The blend of official expert
group and voluntary agencies—from each
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ward of a panchayat, 10 volunteers are
selected for participation in the collection
of data and monitoring the projects—will
both make people aware of their
resources and promote decentralised
planning. Tamil Nadu’s Planning Com-
mission is working on a similar pro-
gramme at the level of district Councils.

National

Plan

Work on the VIl Plan during May was
at a low key as it was the month of the
elections and the commission stated that
it had prepared all the data and docu-
ments for the new government to take
a decision and move on to the VIl Plan.
its latest estimates report a growing gap
during the VIII Plan between demand and
supply of commercial energy. It states
that gap between demand and supply of
crude will widen from 24 million tonnes
at the end of the VIl Plan to 27 to 28
million tonnes at the end of the VIII
Plan. For coal the gap between demand
and supply is placed at 1.70 miilion
tonnes at the end of the VIII Plan
against the surplus of 0.75 million
tonnes at the close of the VII Plan. The
peaking shortage of electricity is estimat-
ed at 17 percent at the end of the VIl Plan
and will increase in the Vill Plan as in-
sufficient funds are being provided to the
power sector during the plan. In terms
of saving of energy during the pian,
energy efficiency including substituting
natural gas for petroleum products can
save 5-7 million tonnes of crude and
conservation can save about 5000 mMw
of power. Further, demand management
and increasing programmes such as the
2 l(liDBl s?hemes Oon energy audit subsidy
and equipment finance of energy conser-
vation along with the lowering  of

interest rates on its loans for energy
efficient equipment will be needed
to meset the problem created by the
demand/supply gap. It is also said
that the Commision is considering pro-
posing the sale of Rs.1 lakh worth
investments in the public sector to
finance the VII| Plan. One further sug-
gestion made by Financial Express
gives the fact that the first vear of
the VI Plan  1990-91 recorded an
estimated overall growth of 4.5 per
cent and the second year, 1991.92 is
likely to register the same rate, these
2 years can be treated as Annual Plan
years and the VIl Plan established for
the 5 years 1992-93 to 1997-98. Plan-
ning Commission has set up a commi-
ttee headed by Mr. Rajah Chelliah to
Suggest.a durable solution for the fin-

ancial position of the 10 special category
States,

Prices

In Apiil, the rate of inflation, on the
basis of the wholesale price index
was 0.6 per cent having risen by 1.2
points during the month standing at
192.4 on April 27. The rate of inflation
on a 12 month basig declined from 12.8
per cent recorded in January to 11.1 per
c:ent. as at 27 April 1991. But this dec-
line is due to 3 Statistical quirk and does
not represent a fall in the infiation
pressure, Whereas the January index
and that of the last quarter of 1990
recorded a high inflation rate because
they were calculated on a low (inflation
rate) base for the corresponding period
in 1989, and so as was brogress during
the current year the inflation rate wil]
dip not because there is less inflation
but because the base on which it
is computed is high. Another" factor
which will affect the inflation trend

this year is the 1991 monsoon. If
it is poor, despite fairly adequate food
stocks and the good water levels
in the reservoirs, there would be
increased inflationary pressure. A further
factor which is affecting the inflation
rate is the credit squeeze which
led to a sharp diop in the growth of
money supply (M3) from 9.1 per cent in
April-October 1989 to 4.8 per cent in
April-October 19:0 and an even steeper
decline of M1 during that period tor
9.2 per cent to 1.7 per cent. The money
supply is being further tightened. In
early May, RB) has instructed commercia)
banks to maintain, in addition to the
Cash Reserve Ratio of 15 per cent, from
May 4 an incremental cash reserve ratig
of 10 per cent in net demand and time
liabilities. Note circulation as at May .0
excecds Rs. 53,000 creres —an increase
of Rs. 1676./4 crores calling for the
further tightening of money supply. A
cut in the fiscal deficit is also needed
to keep down inflation but the experisnce
in 1990-91shows that the effec.s of such
decline in deficit is offset by the rais-
ing of administered prices—particularly
petroleum and foodgrains.  Hers it is
not excess liquidity or money supply
or supply/demand forces but the adm-
inistered price increases that fuelled
inflation. Now the decision on pracur-
ement prices for the coming Kharif
season, normally made in April, to help
and guide the farmer on his cropping
pattern has not been made, because of
the elections and with the posipone-
ment of the election to mid June and
the possible formation of a new
government at June end, it is not
till July that the kharif procurement
prices will be announced. That is
late for the farmer, but there wil}
be a rise in the prices announced
which will have an effect on the rate of
intlation.
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Stock Exchange

The stock exchange in May was rather
subdued awaiting the resuits of the
elections. It also was hit by the assassi-
nation of Mr. Rajiv Gandhi, the former
Prime Minister. Badla rates atfitst shot
up and then declined to the minimum
level. The money market reacted sharply
to RBls decision to improve an additional
10 per cent of the incremental demand
and time liabilities reported earlier by
increasing call rate .or 30 to 40 per cent
with similar increase in bill discouniing
rates. Banks and Mutual Funds hiked
coupon rates on debentures in May in
anticipation of the government freeing
debenture coupon rates with s floor limit
on ceilings.

Economy

in May in addition to the 10 per cent
increase in CRR referred to earlier, RBl in
fresh curbs to limit credit expansion to
conserve foreign exchange reserves,
imposed a 25 per cent surcharge on bank
credit for import finance and the freezing
of drawals under cost credit limits of
Rs. 1 crore and above, It has stipulated
that the use of bank credit for those with
limits over Rs. 2 lakhs to finance imports
should be earmarked under a separate
set terms of cash credit limits. Outstan-
dings under this import credit sub
limit is to be charged the normal 17 per
cent interest plus a surcharge of 25 per
cent, After 2 decade of generous lending
after nationalisation, banks have now to
refuse loans particularly in accomodating
clients; despite not having money to
lend. they resort to the call money market
for cash. Now the slack season credit
policy announced by RBI on April 12
and the recent hike in CRR will stop
this reprehensible practice. The problem



with the depleting foreign exchange
resources (which fell to $905.6 million
in January 16), and the draw down on
the subsequent IMF loans of $1.786
billion as reported in the last issue and
the BOP crisis is traced by RBI inits
census of India's foreign assets and
liabilitves duiing 1986-v8 (according to
RBI Bulletin April 1991) to tne policies
pushed during the VIl Pian. On the basis
of responses from 1816 joint stock
companies, 50 branches of foreign com-
panies, ov bank and 12 other institu-
tions, the RBI census reports that while
india’s total liabilities increased by 21
per cent between March 1980 and 1987
and a fusrther 13 per cent by March
31 1988, its external assets increased
only by 13 per cent in the first period
and dechined by 2.6 per cent dunng
198/-88. The ncrease in the oftticial
sector foreign habihties was due to
outstanding ioans trom foreign govern-
ments and international nsututions,
while the corporate sector's ndpiites
increased on account ot toreign loans
and a higher conuoling investment in
foreign rupee companies. As the siudy
states ‘the increase In India‘'s foraign
liabilities was the result of an increase
in external debt of the Government of
India, foreign commercial borrowing by
companies and financial institutions
and rise in the balance ot non resident
accounts and other investment liabi-
lities”. This important study and the
lesson it conveys for India's foreign
financial relations should not have been
published with such a long delay,
Infact the Economic Advisory Council
says that the BOP problem has existed in
30 of the 36 years since 1957-58, The
crippling effects of the huge trade
deficit of over Rs, 10,500 crores in
1990-91, with a steep riss in the case of
imports and a decline in exports, plus
the loss of West Asia remittances involv-
od heavy withdrawal from the foregin

274

exchange reserve. One further issue
in May. The Finance Minister was
right in demanding an investigation
into the unprecedented tevenus short-
fall of over Rs. 1000 crores vis a vis
the budget estimate, but equally he
should take responsibility for it because
of the utter laxity in tax administration,
particulary in the last quarter of the
year. Actualiy the fali in revenue
collections is more serious than the
Rs. 1000 crore gap referred to. Data
at the end of May shows that customs
revenue wiill be Rs. <000 crores against
the budgeted Rs. 24000 crores and
excise coilections Rs. 24,323 crores
against the budgeted Rs. 2/000 crores.
Again while the impost curbs may save
Rs. 1500 crores in foreign exchange out-
go, they will also cause a loss Hs. 1500
crores in customs revenue in the fist
Quarter of the current year. All these need
review. In tnis connection economic acti-
vities In the intormal or hidden secior
could pe tolerated if there is no large scale
violation of tax laws. In india, even the
conservative Acharya Committee report
for the Nationa! Institue of Public Finance
and Policy shows that not only has black
incomes become a pervasive part of
India’s saving, it is the result of large scale
tax evasion apart from being the source
of wide spread Corruption. There is aiso
the capital fught from india in the 1340s
which 1s computed by Meenakshi Rishi
and James Boyce at $21.1 billion which
is equal to 52 per cent of the aggregate
external debt for this period brought
about by misinvoicing india's trade with
industnal countries. Finally the reduc-
tion of the tiscal deficit referred to earlier
on the basis of cutting subsidies on food
and fertilisers along with raising adminis-
tered prices, will bring about a decline in
production through this macro economic
adjustment, resulting in inflation contin-
uing, moving into stagflation for the
Country. The latest (43rd round) of the

NSS shows that 25 per cent of rural fami-
lies spend more than Rs. 1000 per month
each and 35 per cent of the urban fami-
lies spend more Rs.1500 a month, another
21 per cent Rs. 500 to Rs. 700 a month
and the remaining 29 per cent Rs, 700 to
Rs. 100 a month : in urban areas 20 per
cent of families spend fess than Rs. 700
a month, 30 par cent between Rs. 700
to Rs. 1000 and 29 per cent between
Rs. 1000 to Rs. 1500 a mounth,

Industry

The industrial growth rate for January
1991 released by CSO shows a slacken-
ing to 4 per cent compared to the 12.9
increase in January 1990. This means
that the rate of industrial growth for the
10 month, April-January was 8.4 per
cent which was better than the 6.4 per
cent recorded in the comparable 10
months in 1989-30. The expected gover-
nment decision to prescribe a flexible
interest rate policy for the all India finan-
cial institutions will mean a sharp rise in
the cost of long term funds to industry,
making the long term rate equal to the
1/-18 per cent short term rate. In one
sense this is a needed correction to the
tradition of keeping the administered
cost of long term tunds far below the short
term finance. This wiil help the financial
institution to earn more of an income.
This seems to be the result of the
IMF;World Bank pressure to iiberalise
and deregulate the country's financial
system, lhe World Bank report on how
to reform trade policy in India and
make Indian Industry more competitive
provides for, what it calls “one of the
worid’'s most restrictive, discretionary,
complex and difficuit to administer
system’’ a drastic overhaul, It starts
with the proposition that {ndian BOP
crisis is not the result of the liberalisation

of trade policy over the past decade
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but of a high rupee value and large
fiscal deficits. So it recommends the
devaluation of the Rupee by 22 per
cent, cutting government expenditure by
9 per cent, abolishing quantiative restric-
tion on imports, cutting customs taritf
from an average of 117 per cent to 20
per cent, jacking up excise duties by
over 50 per cent, placing all intermediate
and capital goods on OGL fust and
later also consumer goods. In short, it
wants the Indian economy and market
to open upto foreign goods completely.
It acknowledges that this will involve
a transitional cost, inciuding a shaip
drop in the production of domestic
capital and intermediade goods. Equally
serious, it will mean zero growth of
the economy for some years—a fact
which it does not mention. The trade
policy should be reformed but its content
and pace shouid be determined by Inaia
in itsinterest of being a major praducer
of intermediate and capital goods and
that of a growing economy. Finally in
May, government lifted the cuts in diesel
consumption and provided a 6 per cent
growth on that of the previous year.
This would help industry and trade to
grow during the balance of the year.

Public Sector

in the [nterim budget (see last issus},
a provision was proposed to disinvest
20 per cent of the public sector's ente-
rprises equity in favour of mutual funds
and financial or investment institutions
in the public sector. As the government
fell shortly after this proposai was made,
it was not pursued. The broad consensus
of the corporate sector is that the
disinvestment of the shares of the PSE,
should not be for the sole purpose of
minimising the budgetary gap. There is
reason in this because raising resourcs



for the budget though such disinvestment
means using capital resources directly
or indirectly to reduce the revenue deficit
which is not a sound principle,

National Production Front

Steel

The country is once more faced with
a huge demand and supply gap of pig
iron, estimated at 2.29 million tonnes
by the end of the IX Plan. This means-
a very large import of pig iron 10 mee-
the demand for this industnial input
This situation arises from the decision
of SAIL and the Ispat Nigam not to
increase pig iron producis. Their pro-
duction of pig iron will be 1.7 miliion
tonnes at the end of the VIl Plan
and a lower 1.1 million tonnes by the
end of the IX Plan. The reason for
stagnant and falling pig iron produc-
tion by SAIL is because nope of its
5 integrated plants wants to produce
this low value added product against
the high price of steel. TISCO does
not produce any pig iron, while Ispat
Nigam, the holding company of the
Vishakapatnam steel plant will not inc-
rease its production from the present
low level. This means that the prod-
uction plans of the 4200 iron foundries
in the country which have an annual
installed capacity of 2.4 million tonnes
will either have to slow down their
production plans or import this input.
One way out is for the private sector to
enter this field and produce the needed
pig iron. As of now 74 enterpreneurs
pave applied for licenses to set up pig
Iron units and these are being processed
by the Department of Steel, which
must also ensure that the coking coal
needed is made available to approved
units, On the stee! front, SAIL rep-
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orts that the production of salesble
steel by its 5 integrated plants is doing
very well, increasing in April by 15
per cent—Bhilai and Bokaro have taken
the lead in this. But the Develop-
ment Commissioner for iron and steej
seems to have doubts about SAIL's opti-
mistic report and states that the taiget
for steel production for the year,
1991-92 may not be attained, with
productivity of the primary and secon-
dary units at 14.2 million tonnes against
the target of 14.8 million tonnes, Shor-
toge of raw materials is held to be
the reason for the stagnation in stee
production around 14 million tonnes
over the last 3 years. There is there-
fore need for managerial inputs in the
industry to break out of this stagnat-
ing production sityation and to replace
imports by increased domestic produ-
ction by both the primary and secon-
dary groups.

Crude

ONGC's task now is to clean up the
700 offshore and onshore wells so
that their life can be lengthened and
their productivity increased. The rate
at which the welis are being shut
down is serious and will affect crude
supply at a time when domestic prod-
uction has to be maximised. ONGC in
mid May announced that it has struck
gas in two prospects ~BS 120 and
BH —35 in the Bombay offshore area.
This is a reminder to the government
and SAIL to ensure that gas is not
wastefully flared but is ygeq for
power plants, factory production and
also for urban transport, The government
reports that the oil pool deficit account
which was Rs. 200 crores in 1989-90
Rs. 1600 crores in 1990-91 will be wiped'
out this year because of the 25 pey
cent surcharge (see Vol xxi p87),

Cosl

The coal output target for 1991-92
is 203 million tonnes against the 1990-
91 actual of 189.64 million tonnes. As;j
far as Coal India is concerned, a welcome
development is that it plans to achieve
71 per cent of its growth in underground
mechanised board puller production. This
concentration on underground mining
will improve quality of the coal, which all
consumers - power plants, cement facto-
ries etc are demanding. The Geological
Survey of India and the Central Coal
Mine Planning Institute announced that
as a result of fresh exploration in various
parts of the country, they estimate that
gross coal reserve has touched 192
billion tonnes. This is the request of
using mechanically advanced methods,
of survey and remote sensing supple-
menting conventional msthods which
have resulted in adding 16 billion tonnes
since January 1989. Further of the
total explored coal, 73 billion tonnes
are in the proved category. Coal should
be the major energy source besides the
non conventional sources of biomass,
solar and wind energy.

Non ferrous

HZL reports that the new lead and
zinc smelter at Chandirya in Raja-
sthan will start production in June.
This should improve its consumer ser-
vices, which the stock point at iIndore
will promote particularly for small and
medium consumers as well as large ones.

Agricultural Production

Earlier reference was made to the
possibility of this year's south waest
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monsoon being sub normal. The Hy-
derabad Meteorological Centre reports
hat the SW monsoon moving through
the North and South Andamans by
May 22-23, South East Bay of Bengal
th May 27-28, Sri Lanka May 30-31,
arriving along the coast of Kerala by
June 1. This means that the monsoon
is on time, whether it will be normal
remains to be seen. The importance
of a normal monsoon can be seen in
the results of field demanstrations which
show that farm production can be
doubled in rainfed areas with the same
level of technology. If there is careful
attention to soil and water conservation,
water harvesting, appropriate cropping
sequence and institutional support, the
average half tonne of foodgrains pro-’
duced on these lands per hectare can
be doubled to 1 tonne, apart from
raising livestock, grasses and fodder
crops and hotticulture. Farmers in the
North and South are preparing the
land for the SW monsoon to develop
the varied agricultural production referred
to above. The 2 day National Confer-
ence of Agriculture in early May or-
ganised by the union government and
the states has fixed the 1951-92 crop
year food grains target at 182.5 million
tonnes, against the current year’'s 1746
million tonnes. Of the 1991-92 target,
103 million tonnes is to be produced
during the kharif (monsoon) season.
The kharif target is composed of 68.8
million tonnes of rice, 28,5 million
tonnes of coarse cereals and 6 million
tonnes of pulses. Taking note of the
Iindian Meteorological Department’s pre-
diction that the 1991 monsoon will be
below average, it was decided that a
number of bumper crop correction exer-
cises according to the actual rainfall
are to be undertaken. The government
announced in May that it has decided
to wind up the Standing Advisory



Committes in Agriculture, chaired by
Sharad Joshi as it had complated its
task of preparing the Agricultural Policy
Document. Mr. Joshi disagrees with the
decision because he feels that Agricuit-
ural Policy is not yet finalised on which
there are differences with the Ministry
and in any case the committee was
constituted to advise the government
on a continuing basis on the formation
for implementation of agricultural policy.

Foreign Trade and Balance of Pay-
ments

DGCI & S reports that the trade deficit
for 1990-91 is a massive Rs. 10,643.84
crores (compared to 1949-90's Rs.
7730.41 crores) —with exports at Rs.
32,527.28 crores (growth of 175 per
cent in rupee terms and 9 percent in
dollar terms) and imports Rs. 43,170.82
crores (growth of 21.9 per cent in
rupee terms and 13.1 per cent in
dollar terms). This growing trade dsficit
is the key to the Balance of Payment
problem that we face—Rs. 616 crores
per month in 1988-90 against Rs. 900
crores per month in 1920-81, Rs. 4110
crores in April and Rs. 2507 crores in
May 1991, The sharp import ocurbs
announced by RBI! referred to in the
last issue on the further curbs including
the moving of the interest rate reported
in this issue will cut the trade deficit
in the short run. But the major factor
in our import bill—the costly import of
crude which rose from Rs. 2811 crores
(14.6 per cent of the value of total
imports) in 1986-87 to Rs. 6,274 crores
in 1989-90 (17.7 per cent of aggregate
imports) remain untouched. There was
some panic buying of oil during the
Gulf crisis which shouid bs avoidad.
There was need for restraining consu-
mption and not pondering to consumars
demands and desires at the cost of the
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country’s maagre {oreign exchange
reserves. Other imports which have
contributed to the trade deficit and BOP
problem are fertilisers (5 per cent of total
imports), edible oils etc which can be
pruned. On the exports side, the record
is not good and its contribution to the
trade deficit should be corrected. Ex-
ports fell short of the target by as much
as Rs. 3500 crores. Textiles and leathet
goods have shown a high increase in
exports at Rs. 8397 crores over the
previous year, led by readymades.
Printed Circuit Boards are being imported
to encourage export of consumer, elect-
ronics. Alsa exports of agricultural
commodities increased by 29 per cent-
mainly cotton piantation crops exports.
Engineering goods only just hit the
target, gems and jewellery record a
decline. There was also a large fall
in  consultancy exports. But really
what is nussing is an export direction
and policy. The growing import intensity
of exports has contributed to the BOP
crunch. A recent PTi survey shows
that value of import licenses granted
to registered exporters has risen trom
Rs. 2487 crores in 1985-86 to Rs, 10,535
crores in 19384-90, For every Rs. 100
worth  export licenses, as much as
Rs. 60 is granted to tegistered exporters
as incentives far eXport  promotion,
REP Jicense to 9 thrust axport sectors
has increased from Rs. 1170.2 crotes
'n 1983-84 to Rs. 1414.6 crores in
1988-89. CCl for exports which a study
shows as being more effective in push-
ing exports than the REP o duty
drawback scheme, rose from Rs. 893.4
Crores in 1986-87 to Rs. 1536.4 crores
in 1988-89. This is too high a cost to
service our exports. Why was not the
Creation of large viable capacities in the
domestic sector created t0  promote
export surplus. Government policies
despite all the liberalisation still do not
let global capacities to come up in many

sactors. At the end of May because
of the foreign exchange crunch, the
government has tightened machinery
imports against textile exports. India
will lose exports to the European Com-
munity. if it is not able to cater to the
30,000 specification written down by it.
instead of the export policy direction,
ad hoc decisions are being taken which
only worsens the trade deficit and BOP
crunch. Because of the foreign exchange
crunch and the squeeze on exparts, the
availability of soma non ferrous metals
has shrunk and their prices have begun
to sky rocket, In just 4 months since
January their prices have risen by 20
per cent. Here again MMTC’'s imports
and the grant of REP licenses should
be directed to address the shortage of
the metals. The BOP and tiscal defi-
Cits over the year, particularly the last 4
years have accerbated India’s indebt-
edness—both internal and externat. An
RB1 study places India’s bilateral liab-
lities at $37 nbillion or Rs, 100,000
crores (it is much more if all liabilities
—short term and long term are included).
The cure for this is to expand exports and
tone down the BOP crisis. There is little
time to lose on this.

Aid and loans

In May, the informal meeting of 6
countries making major loans to India
the World Bank and IMF agreed to help
India tide over its BOP crisis by mak-
ing available tha necessary shory term
credit. But the World Bank has warned
the government against rolling over
continuously the country’s external debt.
This rolling over of the public debt by
the government which has been followed
for some years increases the rupee cost
of interest payments and the capital loss
on the principal outstanding as a result

of the rup2es’ exchange rate depreciation.
The World Bank has made a loan of
Rs 150 crores for the Karnataka Electri-
city Board for streamlining the transm-
ission and distribution of power, Further
IDA approved a credit of § 130 million for
dam safety in the Central Water Commi-
ssion. ONGC bhas applied for a World
Bank toan of $ 200 milion for financing
its gas flaning reduction project in the
Western oftshore area. ADB states
that it is setting up a 12 nation
Indian Equity Fund to mobilise inves-
tments in equities of Indian companies.
Japan and ADB are extending emergency
joans of $390 million in May to help
the country in its current financial
crisis. In addition ADB has sanctioned a
loan of 31560 milljion to help India buy
crude oil and pstroleum products,
Japan has also cleared an energy loan of
3150 million to India to help it meet its
present financial crisis, pending long
term accomodation from IMF and the
World Bank., CESC has signed an
agreement with ADB for a loan of
$17.8 million for its electricity project.
in May thers were a number of bilateral
financial dealings with Germany. To
start with, Germany is concerned with
the fact that projects worth Rs. 374.82
crores for which it has extended loans
and credit are not using the credit, in
some cases for over 10 years, Germany
has warned if these inefficiences in
project axecution continue, Germany
foan may be cut. In May it has
offered DM220 million (Rs. 253 crores)
for quick disposal on projects in resp-
onse to the decision of the informal
meeting of the consortium referred to
at the start. It has offered a loan of
Rs. 212 crores to help the power sector
this year. For 1991.92, it states that
it will make available for Rs. 400
crores including repayments of Rs, 186
crores from the pravious years unused



eredit. it is also making a technical
cooperation grant of Rs. 46 grores.
Also in May the Netharlands made a
foan of 380 million for rural powey
development. Thus May was a month
when external cradit and loans were
tapering of or made available on tempo-
rary or stand by basis. There is need for
the whole policy on external finance to
be reviewed and a policy in line with the
overall economic policy of the country ta
be developed anew,

Foreign debt

The World Bank places india’'s external
debtin 1989 at $562.509 billion. It was
$7.837 billion in 1970. Its world Tables
show that the foreign exchange Crisig
began not with the Gulf war but after
1987 when thare was no external crisis.
in 1987 India’s international reserveg
excluding gold was $6.454 billion and
gold $4.267 billion. In 1988 they decrea-
sed to $4.899 billion and $4.286 billion.
In 1889 they further decreased to $3.859
billion and $4.190 billion. IFC notes that
in December 1990 Indian foreign ex-

change reserves was anough for only
3 weeks imports.

International

World Bank/IMF

The interim committee of the IMF and
the Development committee of the Bank
met in Washington on the last 2 days of
April. Its main issue was doubling of the
capital of IFC to $2.6 bitlion which was
not resolved mainly due to the US refusal
to support the move. There was also
pressure from members of the committee
from developing Countries, led by India,
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for an increase in SDRs in order to incre-
ase world liquidity. But this was tirmly
opposed by the US supported by other
industrial countries. So the issue is to be
studied further and is postponed for a fut-
ure meeting. Itisreported that there seems
to be a consensus at the meeting on
a”wide acceptance of IMF conditiona-
lities and the World Bank's structural
adjustment programmes (to which an
earlier issue of the Bulletin has called
attention see (Vol XX| p162 and the
next issue). The Head of the Bank
and Fund ascribe this to the fact that
more and more developing countries
are accepting this prescription as good
policy. This is highly doubtful because
the cut in subsidies, welfare expendi-
tures and budget deficit which the
countries are forced to accept to get
the badly needed IMF/World Bank loans
involve the countries in a good deal
of popular agitation and resistence.
The two agencies will be making a
mistake in basing their policies on the
assumption that their programmes are
acceptable to the countries.

World Debt and World Economy

On the question of warld debt, the
prescription of the World Bank and IMF
have not relieved the problem in the
countries facing heavy debts. For sub
Saharan Africa, the debt—GOP which
has become 100 per cent resulting in
negative growth rates. In South America,
Brazil's debt of $71 billion in 1980
became $123 billion in 1990 despite
the Bank/Fund Brady remedies. There
is one way out shown by the lending
countries who have written off half of
Poland’s debt, which has enabled Poland
to overcome its problems of transition
from communism to capitalism, Why
cannot this remedy be applied to the

extarnal dabts of tha countrias of Africa
and Asia? Without the partial cancella-
tion in dabts, thase countrics will not
be able to service th:ir growing volumes.
On the world economy, a report on
world economic prospacts, tha World
Bank states that the growth rate of South
Asia which recorded an average of 5.4
par caent in the 80s will slow down in
the 90s due targely to India’s current
economic difficuities and political unc-
eftainties, It states that the economic
downturn in India was compounded
by macro economic imbalances and
difficulties in BOP, adverse crudo
prices, high interast rates, availability
of capital and recession in the indus-
trial countries.  For lndia future por-
gress will depend on correcting its
macro economic imbalances and under-
taking ‘“‘structural reforms* which s
the Bank’'s panacza evarywhere. Sub
Saharan Africa is tha other region
facing a gloomy future, with par capita
income growing at 0.5 psr cent ann-
ually over the 90s. It points out that
a rise in international interest rates by
1 per cent will siow down growth in
the developing world by 0.2 per cent
and 0.4 per cent is highly indebted
countries (in which category India falis
in the 90s). On the other hand a 1
per cent rise in tha growth rate of
industrial countries will raise the dey-
eloping countries growth rate by 0.5
per cent. From this point of view, the
World Bank states that the people of the
third world will earn a little more in the
1990s because of a rise in the US eco-
nomy. The Worid Bank's study of the
world economy states that good econo-
mic management can double psr capita
incomes in developing countries. But
this also depends on (a) a successful
outcome of the Uruguay rtound, (b) a
return to solid growth with price stability
in industrial countries, and (c) the rein-
farcement of international trade and
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foraign invastmint in developing coun-
tries. The IMF in its fatest report on the
world economy states that the global eco-
nomy which had grown by 3.2 percant in
1989 declined to 2 per cent in 1990 and
will d:clina further to 1.2 per cent in
1991, after which it will pick up. Most of
growth in 1990 and 1991 is due to Europsa
and Japan, much of it originating from
domestic demand and not from their
contributian to world trad2. Since indus-
trial countries contribute more than three
fourths of the World GOP. any fallin
thait growth gats translated and magnifi-
ad with regard to the developing coun-in
tries. The upward movement of the
world economy in 1992 will ba due to the
US, (which accounts tor ons fourth of
world GDP), whoss growth will be 2.7
per cent in 1992 compared ta 0 2 per cent
1991, Japan will growth at a higher rate
but Germany burdsned with the problem
of Eastern Germany will not make a
cantribution to world trade and develop-
ment. The best pstformance will come
from the Middle East which will registar
a high 8 5 percant in 1992 (doubling its
1991 rate). The currant balance of pay-
ments, in 1981 will improve for the US
because of large Gulf War paymants
made by Germany and Japan, reducing
thair current account surplus. The ta!te
of inflation will decline from 4.9 per cent
in 1990 to 3.9 par cent in 1992 and for
the developing countries which was 90.3
per cent in 1930, will be 40.9 per
centin 1991 and 8! per centin 1992, .

New Measure of GDP

UNDP has devised a new mathod of
measuring GDP, based on the UN
international Comparisons Projects (ICP)
which has developed an internationally
comparable scale using purqhasing power
parities (PPP) instead of exchange rates
as conversion factors and expressed in



international dollars. The usual World
Bank and UN system uses the official
exchange rate to convert national
currencies to US doliars which howe-
ver, does not measure the relative
domestic purchasing power of the cut-
Tencies. Using the new measure PPP,
India’s per capita income is not $350
as shown in World 3ank tables but
$70. Pakistan’s per capita incoma is not
$370 but $1790 and Sri Lanka $2000.
(Bangladesh is $730, Nepal $770 and
Bhutan $750). Knowing at the first
hand the level of living of the people
of these countries, to place Sri Lanka
and Pekistan in middie income count-
ries is nonsense, and shows up the
error in the methodology. The conclus-
ions of PPP are also contrary to UNDP's
own finding, using the Human Deve-
lopment Index which places India above
Sri Lanka, Bangladesh and Pakistan.

According to the index, Swaden is at
the top.

World Trade

GATT in its latest report states that in
line with the forecasted decline in GDP
in 1991, world trade will decline in
vaqlume for the third consecutive year
falling trom the high 9 per cent in 1988,
to 7 per centin 1989 and 5 percent in
1990. In 1991 there is further fall des-
pite the fall in the post Gulf crude prices
trom $75 to $20 per barmrel. The econo-
mies of US, Japan, Western Europe and
Eastern Europe and USSR have slowed
down, despite the recanstruction activity
in the middle East and Eastern Europe.
Guilf crisis played little role in slowing
trade expansion, this slow down in 1990
world trade being due to the US and
Europe. Much of West Germany's
production was consumed by East
Germany and so West Germany's export
volume was reduced. While the volume
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of trade rose at a lower rate in 1990
compared to : 939, because of the depre-
ciation of the U3 currency, the value of
trade increased by 13 per cent in 1990
against 7.5 percent in 1985. West
Europe registered the best performance
at 20 per cent expansion, EEC and EFTA
each registered 20 per cent increase,
with unified Germany surpassing US in
total exports. The share of the indus-
trial world in world trade was 79 per
cent, that of developing countries was
13 per cent, with the countries of QPEC
father than South Korea and East Asia
leading the trade. On the Uruguayan
round, the world conference on religion
and peace calls attention to the human
rights dimension of the negotiation and
points out that the liberalising of
trade in audio visual material and
other products (the so called intellec-
tual rights) could result in countries
losing their cultural identity. In the
US there seems to be a consensus

that multilateral free trade and GATT

have become increasingly irrelevant,

with the slogans coined by inteilec-
tual leaders (MIT etc.) that 'GATT is
dead, that ‘‘free trade is passe’ that
“GATT does not matter any more’’
The political leaders including the US
trade representative Ms. Carla Hills do
not think GATT is relevant to US
development—all despite the fact that
GATT is based on a convention and
Not on a charter like the UN and
§pecial agencies. Fair trade so called
's replacing the need for free trade
because fair trade has become a con-
venient euphamism in the us

for
managed trade.

World Poverty

The World Bank's poverty reduction
stra_tegy seeks to create the policy
environment favourable to the private

sector because it states that the vast
majority of jobs for the poor are provided
by the private sector and so it wants
even the social services to be extended
to the private sector. It wants public
resources to be freed for social ser-
vice, activities—primary education, basic
health care, family planning and nutr-
ition—which could be operated by the
private sector. It estimates that some
1.1 billion people in the world live in
absolute poverty and at|east 700 million
will continue into 2001. The Bank
proposes to design an analytic frame-
work which will be assessed by it
periodically as the base for advising
government on poverty reduction with
the role of the private sector, which is
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the major preoccupation of the Banlf. A
study by the journal, Internattonafl
Health and Development asks wh.y‘ is
that despite spending $48 to .60 billion
each year, poverty in the t.hud worl-d
is worsening. Its answer Is that. th!s
is because a great part of the ’ald: is
being spent not in the deyelopmg
countries but in the West, in large
salaries of UN bureaucracies and con-
sultants, the high prices of the wes:tem
equipment and large wasteful ‘DIOJGCQS
thrust on the countries, like fish pro-
duction project in Mali at $200.0 per
annum while per capita income is $4.00
a year, a grain silo in Egypt wh}ch
had no power, massive population
transfers in Brazil and indonesia etc.

l. Agricultural Development in Tamil Nadu

Paddy and Other crops

The farmer have completed in May
their samba harvesting which has
yielded 10.71 lakh tonnes in procur-
ement operation by the Tamil Nadu
Civil Supplies Corporation. Thanjavur
farmers lead the 8.86 takh tonnes of
paddy, though as pointed in the last
issue the area under cuitivation was
smaller due to the limited rains and
the non opening of Mettur. Farmers
in Pudukottai district contributed 47,000
tonnes. The farmers in all districts
have had to be contend with drinking
water supply and so have had to
reduce the land under paddy cultivation,
particularly under kuruvai cultivation.
Whereas normally, their paddy produc-
tion was 20.7 pet cent from Kuruvai.
(10.75 lakh tonnes), 68,3 per cent under

samba (34.156 lakh tonnes) 11 per cent
under summer paddy (5.5 lakh tonnes),
this year the farmers had to reduce their
kuruvai production at 6.02 Iak_h tonnes
(10.565 per cent), expand their samba
cultivation to 45.24 fakh tonnes (79.31
per cent) leaving little over 10 per gem
(5 lakh tonnes add) to summer cu!tcva-
tion. With this shortage of land a\{anlable
for paddy, the total paddy production htts
however not fallen, due to the fm:rpers
various combination of water, for.tlhsers
and seeds to raise the productl?n pet
hectare, making him stand third in the
country. after Punjab' anfi Ha'ryana.
Some of the paddy land is bellng d|Yerted
by the farmers to sugarcane, In which he
stands first in the country in producinp
the higher cane yield per hectare. T!NS
is 8 negative trend which the paddy price
policy should correct. The cotton fermer



is also doing wall, with the sama cotton
area year aftar year but cotton production
rising to 2.61 par cent a yoar, giving him
the fourth place in the country, The oil-
seed farmer like the paddy farmer also
faces a shrinking ares of cultivation by
over 8 per cent annually. But his produc-
tion per hectare in groundnut, gingelly,
castor and coconut is good, giving him
the second place, is declining.

Research resuits

Of the 33 research reports recorded in
May, are of particular importance as they
can be transferred forthwith to ths farm.
Two reports fram TNAU and ICRISAT on
80il solarisation -as a cheap, easy and
non hazardous technology have been
shown to increase crop production
through control of plant diseases, dema-
todes, weeds, improving soil nutrient
status and early seadling vigour.
Similarly the other demonstration has
shown that soil solarisation arrests plant
pathogsans attacking  redgram  and
bengalgram, Al that is needad in this
state with its plentiful sunshine for 10
months in the year is for the tarmer to
uss a thin transport plastic sheet.
Farmers should be encouraged to use
this technique. On rice, two reports
from AP Agricultural University and UAS
Bangalore show that the small farmer
can use the power tiljes mounted paddy
transplantation and the vertical conveyor
reaper developed by the farmer agency.
This reduces the cost of reaping paddy
from Rs. 300 per hectare to Rs, 167,
Similarly the Bangalore institute s
making available to farmers a new rice
variety, R 64 which gives 6.8 tonnes
during summer and 6.2
hectare during kharif.

to ‘use this high yieldin

tonnes per
Farmers are ready
g variety, Third, a
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saries of reparts from ICRISAT of the
farmer controlling various diseases daa-
ling with chick p2a dissas?s, from TNAU
On management stratagies to control

sesamum diseasss, from the Agricult-
ural_ Research station, Bignhaer and
Agricultural  Research Station, Kolli-

kulam on ths msasures to check leaf
spot and the phyclody disease in green
gram, from the Agriculture Research
Station, East Godavari on the planting
practices to avoid phyto-pithera fruit
rot in coanu —are all ready for imme-
diats use by firmers. Fourth, tha Kotta-

yam station is now making available the

4 control measures to counter various
diseases in vagatables which vegetable
farmars ara waiting for. Fifth, ISR Luc-
know has dsveloped a herbicide to
check weeds which is a rate of great
loss to sugarcane farmars and which
they are  waiting  for. Sixth, the
Madras Vetarinary collega has devalo-
ped control measures against the blue
tongue viral disasse threatening sheep,
including water managemsnt and inac-
tivated vaczines. The states cattle
farmer can use this remady to save the
sp:'eading threat to thair shesp popul -
ation. - Similarly the work of CIFA
Bhuhaneswar shows fish farmaers how
10 control two serious fish diseases —
EUS and UDS —attacking inland fish in
wells, tanks, ponds and paddy fields,
starting  with stopping the inflow or
outflow of water, reducing tasding,
apd using easily available drugs accor-
ding to stated direction.

Tea

Tea exports in 1980-91

at Rs. 1045,41 crores against Rs, 862.42
Crores in 1989-90, The unit value
realisation has increased from Rs. 43.18
Per kg to Rs. 52.59 pe; kg. The fact that

are reported

in terms of quantity, the 1990-91
exports were only 189.48 kg. against
the previous year’'s 202.81 million kg.
shows that the higher value —total and
unit—realised in 1990-91 was due to the
rapid depreciation of the rupes. With the
increased domestic consumption, at 4.8
per cent per annum and production
increase at 2,7 percent per annum, atten-
tion for the future should be concentra-
ted on value added tea exports such as
packet teas, tea bags and instant tea as
well as intensifying the programme to
increase the production of tea.

Coffee

Coffee producers are facing considera-
ble difficulties and many problems as a

* [ ]
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result of the low MEP and the falling
prices being realised. Some estate
owners have cut back their production
and are selling at whatever priceis
offered. To save the coffee crops and
help the coffee dealers the Coffee Board
needs to consult them, and the govein-
ment and financial institutions must take
some short term measures. A major
problem facing the coffee growers is the
various diseases and pests attacking the
coffee plant—the berry borer, the white
stem borers as well as the need for HYV
strains. All this points to the need for
the Coffee Board to concentrate on R&D
against coffee pests.

* *

ill. Industrial Davelopment in Tamil Nadu

Industrialisation of Tamil Nadu

In May theindustrialisation of the state
continued with many positive and some
negative developments. Among the
positive features, first BHEL is to check
the feasibility for a 500 KU solar power
station as referred to earlier. This will
certainly help provide power on a less
iregular base. Second, Tamil! Nady
Minerals is setting up a benefication
plant for upgrading the carbon content
of graphites costing Rs. 15 crores, the
project will go on stream by end 1992,
In addition, Tamil Nadu Minerals has
decided to set up 2 projects at Rs.50
croras each for granite cutting and
polishing. The two units are to be
export oriented, 7hijrd, the financial
institutions have decided to increase
their investment in Tami/ Nadu Petro
Products to 40 per cent which is not

a real inerease in the company's reso-
urces, as the financial institutions are
exercising their option of convex:tln‘g
their loans into equity. Fourth, |t. is
good news that Tamil Nadu's Flourine
and Allied Chemicals has after some
years of losses recarded in 1990-91.3
profit of Rs, 1.67 crores through its
record turnover of Rs. 31.86' crores.
Fifth, SPIC together with Tamil Nadu
Petro Products just referred to announces
that this joint sector company IS raising
Rs. 90 crore through the issue 9f c_:oupon
bonds on rights basis. This is the
fourth company in the country and
first in the state to use this new
financial instrumentality. Sixth, T/DCO
has advertised in all the iour?a|§ that
it is disinvesting in 5 companies invol-
ving a gross capital of Rs, 115 crores,
2 cement units. | asbestors sh?et
company, 1 asbestors pressure pipe



company and 1 stone ware pip: com-
pany. This involves its disinvesting its
holding in  Tamil Nadu Caemants
(TANCEM) and Tami! Nadu Explosives
(TEL), the former with a paid up cap-
ital of Rs. 12.36 crore and the lattey
with Rs. 5.17 crores. This is in line with
the policy of the state government
pulling out of industrial activities and
encouraging the private sector to take
on the respansiblities, Seventh MALCO,
which is the smallest of thz 3 private
sector aluminium producer in the
country and which is on the sick list
being dealt with by BIFR is not to be
nationalised, but on the contrary has
been attracting private bidders who
include RPG Enterprises, Essar Snipping,
Larsen and Toubro-—-who are all inter-
rested in making the unit an export
oriented one. Eighth, Farm Implaments
is expanding its production and s
planning 100 per cent indigenisation of
its machinery. When it started in 1985,
it bought from Denmark the drawings
and designs on the concept of rotary
cultivating methods as a one time ope-
ration. Its import content which was
90 per cent in 1986 is now 15 per
cent, which is to be dispensed with
as the company expands its operation .
Finally, the state government is enter-
ing a really risky field—the mining
of gold from the gold depots lacated
near Krishnagiri. The potential is rated
to be 1.3 to 5.5 grammes per tonne to a
depth of 45 metres. This is about 1/3
—1/4 the potential of Kolar Gold Fields

and might well be left alone. |t has
been placed as the last item in this
list, because it is doubtful whether

this gold mining venture is sound and
really needed.

On the negative side, first the
Tamil Nadu Electricity Board's inad-

equate supply of power to the state's
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industries is continuing. The probtems
faced by industries are low voltage,
poor maintenance. the failure of the
ring main system and the units suffering
particularly in the state's backward
areas which were wooad thire with
many promises of continuous powe!
supply. Second and relatad the project
for the private sector electricity unit
based on Jayamkondan Lignite now
appears to be a non starter. inspite
of all the promises and rhetoric on
private sector participation in electricity
generation, the union government has
not approved this proposal., There is
the further obstacle of the union gov-
érnment not approving private sector
entering into lignite mining. It is to
be regretted that, these two problems
—of the private sector operating an
electricity generating plant and using
for this purposz the lignite at Jayam-
kondan was not earlier sattled. Now
it is advisable for ths project to be
started with purchase of lignite from
NLC or coal from CIiL, following the
Maharastra pattern where 4 private
sector electricity units are in operation.
Third, MRF Finance has been conde-
mned by MRTP  for falsely allowing
advertisements for the purhcase of
care—offering loan of Rs. 70,000 to
Rs. 1 lakh repayable over 2 or 3 years.
The misleading part of the advertise-
ment was its promise to deljver any
number of cars within 24 hours —which
MRTP  pointed out is false for
Maruti has a 6 month waiting period
and so have NE-118 and Contessa
classic. This is only the tip of the ice
berg for many units are involved in this
kind of false advertisement, Finally, the
southern states including Tami| Nadu are
at a disadvantage as far as thejr invast-
ments are concerned: in Andhra, union
investment has increased by 0.1 par cent
and in Tamil Nadu by 0.5 per cent, in
Kerata the level is maintained at 1.6 per

cent and Karnataka at 2.5 per cant, now
down to 1.7 par cent. Thes share of
Maharashtra, UP. Gujarat are already
large and rising rapidly. This kind of
comparison is discouraging to the indus-
trial development in Tamil Nadu.
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As in the previous month, the positive
featuras of tha state’s industrialisation
are larger than the few negative
features. On this, the future develop-
ment can be built, avoiding the errors
pointed out.

Iti. Education, Science and Health

Educational Reforms

The increase in the provision of primary
education particularly in the over 2000
habitations which do not have a school
within 3 kms is proceeding apace. Simul-
taneously the mass training of teachers
during the summer holidays is being
completed to enable teachers to teach
according to the new cumiculum. The
vocational stream at the plus 2 level is
being expanded to meet the demand for

vacational training after high school
completion,

In Tamil Nadu, the government under
President’s rule has approved the setting
up of 2 arts and science coileges.
which needs to be reviewad in view

of the growing educated unemployment
in the state.

Adult literacy

Some 4 states and | union territory
are following the Kerala model in aiming
at 100 per cent literacy for somse
selected districts in the state and for
all of the union territories of Pondi-
cherry within the year. In Tamil Nadu,
2 districts —Kamarajar and Thanjavur,—

have launched a total literacy programme
to be attained within one year.

Science

The president of ICSU, Prof M. G.K,
Menon, calls attention to the fact that
global cooperation in space sciences
envisaged in the early 80s has not
really occurred. The 1982 UN confe_r-
ence in SPACE in Vienna on the basis
of then existing cooperation made
plans for the use of space sciences
and related technology to push forward
the economy of developing countries an.d
called for a budget of $1 billion for this
proposal. Today not even 5 per cent_ of
the budget has been subscribed mal.qng
the realisation of the plan impossible.
in addition there has been all round
commercialisation of space techr.\ology
by the industrial world. In the field of
communication, the USINTELSAT has
used an estimated $10 billion. [In remote
sensing. which is of vital importance
to the developing countries, the 80s
represent a set back as it has be.en used
not to map resources for economic deve-
lopment but for military spying. India
(wlth China) launched its own space pn?-
gramme together with indigenous satelli-
es, but is now limping along, as the
USSR's space services on which it depen-



ded have become equally expensive. A
centre for Asian Science and Industrial
Policy Research is being set up in Delhi
in order to develop caoperation amaong
Asian countries and evolve a collective
science and industrial policy. lts plans
include encouraging research in areas of
big science, high technofogy and Indus-
trial development. The centre is also
preparing a data bank of technological
and industrial activities and capabilities
within the Asian countries and to analyse
and assess existing plans and programm-
es in this area. At a time when 3
Asian countries have been placed under
Special 301 as noted earlier, it is
important that the Asian countries,
instead of wasting their limited scien-
tific resources by competing with each
other in defence and industry and
buying waestern technology at g high
price, should create an open market
for their technologies as the European
community is doing. This the New
Delhi centre can help to generate.

Health

in the healith field, the tamily welfare
programme in the state s being geared

* *
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to promote the healthy baby concept
which will ensure that the babies wil}
be 2.5 kg at birth, which will a) reduce
the health  problem of low weight
babies, and b) reduce the infant mor-
tality rate (IMR) to 60 per 1000. The
programme also includes raising the
age of marrying above 20 years and
makes known the disadvantages of
pregnancy before 22-23. The data shows
a clear refation bstween cervical

and birth of 3 or more babies per nf:t?:;err
The data also shows that slum women
get married at 17/18 and that their
child bearing cycle goes on till 33/34
years. The programme will try to reduce
this 15 vyear “span of fertitity to 7
years”. In the state, it was noticed
tl.1at there was a sudden rise in the
pnth rate in 1989 by 0.4 points, resulting
in Fhe birth of 1.8 (akh additional
f:)ables. While the reason for this spurt
is being analysed, the family welfare
prggramme particularly in the slums is
being intensified so that IMR which
was 68 in 1989 could be brought
down to 60 by 1992. This calls for

maximum involvement of non govern-

v l i

V. Employment and Laboyr Relations

Unemployment s on the

increas
because of the high growth y

. rate of
populiation outstripping  the growth
rate of employment generation. Popy.-

lation according to the
h_as grown by 23.50 per
first 19 vears 1981-91, while empioy-
m?nt In the organised sector during
this perlod has risen by 5 per ceni
An analyses of the last 4 NSS rounds,.

1991 census
cent in the

28th, 32nd and 43rd (i
1977-78, 1983, "

?6 per cent of th
In self employed
cent as casual lab

1992.93,
1987-88) shows that
8 wprkers are engaged
activities, and 30 per
our. Using the census

' ted that 80 ili
will enter the labour f i ot
and 1X Ploy ol orce in the Vi

if 66 per cent
;hem are to l?e helped ip their se(:;
mployment activities and 31 per cent

as casual labour two action ars needsd :
a) credit must be made available to
the self employed promptly when they
need it and at low cost, that is low
rates of interest and b) the minimum
wages must bz szt by government and
enforced by it at an average of Rs. 15
par day. The Planning Commission
wants employment generation during
the VIHI Plan to be 3 per cent per
annum during the plan period. The
National Science and Technology
Entrepreneurship  Development Board
(NSTEDB) reports that through its Mass
Employment Generation through Science
and Technology (Meagsat) it has created
10400 jobs in 1990-91 against the
target of 10,000 jobs which is believed
to be realistic and faasible. On chiid
fabour, the Central Advisory Committee
on child labour has asked states to take
concrete steps to prohibit the employ-
ment of children in occupations which
have been banned: that as the root
cause of the employment of children

” *
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is socio-economic compulsions (poverty
of parents), there is need to apply
the principle of equal pay for equal
work for child and adults and that
cost effective projects should be
drawn up and funds mopped up from
various sources to have a common
pool for the child labour project.
Now the problem is to ensure imple-
mentation of even those half way
measures. The situation of child labour
in the states is really appalling, as the
intervention and judgements of the
Suprems Court from time to tim2 shqw.
Among child labour, some 1.25 million
children are destitutes, needing homes.
As it is feit that poverty cannot l?e
sbolished quickly, child fabour will
persist, all that can be c?one is to
regulate the practice of child labgur,
While this may be a practical policy,
which even as is not being followed,
We should always keep before us the
ILO coavention of 1973 abolishing labo'ur
by children. When can we implement it?

« | 4

VI. Other Items

Mass Action for National Regene-
ration

There was a meeting in early May
of the southern coommittee of the Mass
Action for National Regeneration. The
revisad curriculum for the first semester
this summer of the Anna University
and that for ths Madras Christian
College which is being reduced to 30
day this year ware discussed. The
state is now set for their implementa-
tion and for the July maseting of
Vice Chancellors and Principals of
Autonomous collegas.

TNSC S & T Workshopon Health

The Tamil Nadu State Council of
Science and Technology and the State
Planning Commission organisegi a work-
shop on the S&T inputs needed in Healtt'z,
The workshop attended by the sta.tes
top medical practitioners, medical scien-
tists and administrators noted the need
for updating the science knowhow of 'the
busy genaral practictioners, the mfadlcal
and para medical workers in rural dispen-
saries and heaith centres and the ne'ed
for continuing and continuous inservice
training in medical science and the



updated technology for all madical
sgientists,

Islamic cultura! foundation

The Islaimic cultural foundation and tha
Social Aid Society jointly organised a
felicitation function for Mr. Hasibullah
Badshah, the newly appointed Advocate
General of the state. Thare was generaj
agreement that with the excslient iegal
background, his parsonal qualities of
integrity and fairness and his concern for
those in nead of I2gal help from the Poor
sections of sosiety h2 brought to this
important poast rather uaiqus  qualities,
A hope was expressed that he shouid
contiaue as Advocate General when the
new state government is estabiished.,

SRC-TNBCE

A meseting of the building committee
of the SRCand TNBCE was held at the
end of May at which ‘the union govern-
ment’s exscutive engineer examined the
3 contracts which had been submit-
ted for the construction of the new
Headquarters of ths 2 organisations.
The engineer advised that the earth and
ground soil should be examined by an
expert and gave two names of persons
who could do it. The architact who had
examined the 3 contracts recommended
the tender offering the lowest quotation
which was accepted,

e

The  monthly panel discussion on
Social Development in the National Pjan
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and economic development was organis-
ed at the end of May. There was agree-
ment that there was need for examining
the definition of social development,
The importance of education and health
wiich are given a low priority in the Pjan
was  recognised. The key

development was ths educatio
and women which should be
priority.  On the next day,
workshop on  alternative

development,
Communist,

to social
n of girls
given top
there was 3

paradigms of
Various models— Socialist,

Gandhism were examined,
There was agreemant that the present
system was not working wzll and in
particular it has not addrassad itself to
poverty ot the more than half tha people
and inequality of society. Hers again
the use of education and health as the
key to correcting these defects were
underlined. There jg need for both
opening up of tha market and state inter-
ventions on matters affecting people.
it was suggested that some of the
important issues referreg 1o should be
pursued in smaller groups.

June Development Seminar

The paper for the June Deveiopment
Seminar on ‘Container traffic in Madras
Port’ by Pauyl P. Appasamy and Anand
Kumar Thiyagarajan along  with the
Summary of Discussion of the paper at
the seminar dppears as the first article,

Second Article

An article,
ment, and Un
second article

Some Nateg on Employ.-
employment Bppears as the

MIDS News

Dr. Nirmal Sengupta had a Meeting
with Secretary, Rural Development on
26th June, 1991 regarding a Wasteland-
Watershed project.

He also attended a training conducted
at LBSN Academy Probationers on (a)
Poverty Alleviation Programmes and (b)
Participation and Co-operation.

SRAAk®

Mr. S. Guhan attended the Assocham
Workshop on Economic Agenda for New
Government.

L2 22 1)

Dr. A Vaidyanathan attended a Meet-
ing of the Expert Group on Estimation of

Poverty, Planning Commission on
July.

hohbk

Dr. S. Neelakantan attended the S¢
tion Committee Meeting at TNV
University, Madras on 4th July.

He was the External Examiqer for
Ph. D. Viva Voce Exam[nauon
G. Leonard held at St. Joseph’'s Coll
Tiruchirapalli on 8th July.

L2 21 L]

Dr. Chendroyaperumal, Faculty Mei
of National Institute of Port Man
ment, Madras gave a lecture .on"
Arrow Technique for Communicatio
Economics’ on 10th July.

bk
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Container Traffic in Madras Port

by
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and
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introduction

Madras Port was developed by the
British primarily to promote their trading
interests, with the erstwhile Madras
Presidency serving as a vast hinterland
for the port. Fortyfour years after
independence, Madras Port continues
to be the largest port on the eastern
seaboard with links to the Far East
and Pacific countries, apart from the
traditional ties with Europe and Wast
Asia. With an enviable location and
a wall - connacted transportation net-
work, the port has tremendous potential
for traffic growth.

World-wide advances in shipping
technology have had their impact on
indian ports. Containerisation of cargo
sometimes referred to as a revolution
in freight transportation, is gradually
changing the character of port operations.
Madras Port has taken the lead in
constructing a container terminal, and
incarporating containerisation &8s an

integral part of its modernisation pro-
gramme.

in this paper, we briefly describe
the historical development of Madras
Port, and in particular the container
terminal. We then discuss the concept
on containerisation, and the constraints
in the Indian context, before presenting
some data from published -sources on
the growth of container traffic at Madras
Port. This study is intended only as a
preliminary survey of container opera-
tions, in order to identify potential
areas for further research in the broader
fields of port economics and manage-
ment. Of particular interest is the role
of the port in the economic development
of the Madras Metropolitan Area,

|
Background of Madras Port

Unlike many of the ports across the
world, Madras Port was not endowed



or designed by nature. In fact, mari-
timers viewed it as a liability bscause
it was heavily infested by sharks, and
the continental shelves werz sandy and
sloping. The coast was also trequently hit
by cyclones during the monsoon szason.
Ships had to anchor two miles away,
and the cargo had ta ba transported from
ship to share by "Masula™ boats.

it was in the middie of the nineteenth
century that the harbour was designed
and built, and after many daiays,
Madras Port was commissioned in 1945,
The port came of age only in the first
decade of the twantieth cantury wien a
number of additional facilities and remo-
delling schemes weare introduced by Sir
Francis Spring. Madras becama a major
commercial port in which steamer vessels
of 10,000 tons could dock. No other
major developments were introduced
until independence. The volume of cargo
handled by Madras Port remained at
around 2 million tons per year

{Tiruma-
lai, 1986).

After independence, a number of
technological improvements were under-
taken to improve the capacity and
efficiency of the port. Since the entrance
to the harbour was blocked by the litioraj
drift of sand, a reliable dredger was
obtained. Additional handling equip-
ment, a transit shed, and a passenger
station were built during ths fifties.
In the next decade, a floating crane, a
wet dock, and mechanised ore and coal
handling facilities ware introduced. In
1972, an outer harbour with the
“Bharathi” Dock was commissioned,
while an export cargo complex was built
a tew years later (Tirumalai, op.cit,).

ln 1983, a fully equippad container
terminal was commissioned. From 1985
onwards, expansion of the harbour and
modernisation of the container tarminal
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have been undertaken. During this timse,
Madras Port saw a further increase in its
performance recard. There was a tremen-
dous rise in the volume of containerised
goods from the time the container was
inaugurated. Modernisation of the inland
containar terminal is now underway.

(The physical aspzcts of Madras Port are
given in Annexure 1).

Madras Port Container Terminal

The container terminal which was
commissioned on December 17, 1983 by
the late Smt. Indira Gandii, rendars
coordinated service with infrastructure
and facilities, and operating efiiciency
matching international standards. Loca-
ted in the Bharathi Dock of Madras Port,
it can handle geariess caliular vessels of
any size, container oriented vessels and
combicarriers. The terminal commands a

quay length of 380 metres with a draft of
12.8 metres,

it has a rated capacity of 80,000
Containers (TEUs) per annum and
supported by anp oparational
1,21,000 sp. metres and a mod
station. It is the first port
set up an “on-—line*
and vyard planning, tra

is
area of
ern freight
in India to
Computer for ship
cking and billing.

Th.e infrastructure and facilities were
prgvnded at a cost of Rs, 330 million
With the rapid incregsa in throughput of'
container traffic, Madras Port Trust has
plan_ned for acquisition of additional
8quipment, and for providing other
infrastructure improvements at a cost of
about Rs. 240 million, Important contaj.

Containerisation

Till the middie of this century, general
cargo was transported by break bulk
methods. Cargoes were lpaded and
unloaded manually at various ports and
in the ships, and this resulted in
inefficient utilisation of space in ships
and an increased turn around time at
the ports. Because of the disadvani-
ages inherent in this method, the
maritime community felt a need for a
better and efficient. method of cargo
handling. Unitization of cargo was
offered as a solution to this problem,
Of the various methods tried out in
unitization, one method namely contain-
erisation developed quickly and has come
to stay and promises to be the principal
mode of cargo handling in the next half
century. [tis widely used for transporta-
tion over sea, rail, road or even air.

What Is containerisation? The Intern-
ational Standards Organisation (I1SC)
defines a freight container to be an
article of transportation equipment int-
ended to facilitate the carriage of goods
by one or more modes of transport
without intermediate reloading. Thus, a
container must be of permanent chara-
cter, strong enough for repeated use;
fitted with devices permitting ready
handling by several modes of transport;

and designed to be easy to fill and
empty.

The primary advantages of containeri-
sation are the rapid handling of cargo,
and the possibility of not only port-to-
port but door-to-door movement. Other
advantages of containerisation include .
Greater physical protection to the cargo
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from mage ; daless holding of stock
and lower wotking capital requiremen.ts.
and reduction in cargo claim liability
(ESCAP, 1986).

There are also problems associated
with containerisation, such as the high
investment in cellular ships and container
terminals; labour problems arising frpm
displacement; and lack of coordination
among agencies. Also, optimum use of
the technology can occur only if there
are multi-modal transport afrangements,
ie. it is necessary to develop a network
of inland container depots and container
freight stations. But, unfortunately
containers rarely move beyond the port
boundaries in most developing countries.
(ESCAP, op. cit.).

Containers are usually made of steel,
aluminium, plywood or fibreglass. The
dimensions of most containers used
are 8' width x 8° height x 40- or 20’
tength. The number of containers are
quoted in terms of containers twenty
feet in length—TEUs or twenty equi-
valent units. Ventillated containers are
used to carry cargo like spices and
coifee, refrigerated (‘‘reefer’) containers
for frozen food products, open top
containers for oversized and high density
commodities like iron and steel. and
tank containers to carry liquids,

Container services were introduced
in 1955 by Sealand Services and
Maston Navigatars for U. §. Coastaj
movement. Containerisation has graqual-
ly spread worldwide as its operationa)
and economical advantages have come
to be recognized. By 1983, the cantainer
traffic worldwide exceeded 45 million,
TEUs, with the United States accounting

for more than a fifth, at 9.5 million

TEUs. India stood 24th among countries



involved in container mavement in 1983,
(ESCAP, op. cit.).

Container Traffic at indian Ports

Although India‘s share in world contai.
ner traffic was only 0.51% in 1983, the
number of containers handled at Indian
ports has been growing as shown in
Annexure Il. In 1988-89, the container
traffic had more than doubled from 0.24
million TEUs to 0.53 million. The decade
of the eighties was clearly a period of
rapid growth. Among the eleven major
ports, only Bombay, Cochin, Madras,
Haldia/Caicutta, and Kandla have the
facilities to handje containers. However,
there are provisions in the Eighth Five
Year Plan to have Container handling
facilities at all 11 Ports (Sinha, 1989).

Yet, container traffic at Indian ports
has not reached the levels seen in major

Asian ports like Singapore or Hongkong,
for 8 number of reasons,

(1) Indian shipping lines, other than
Shipping Corporation of India, are
either too reluctant to bring about
technical changes, or they do not
have the resources and expertise.

(2) Workers at some of the ports do not
have the skill and the willingness to
accept the new technology.

(3) Small exporters cannot offer fyj
container loads, and are not ag

yet capable of dealing with con-
tainerisation.

(4) There is no éncouragement of land
bridging between the hinterland

FAVAS
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-and the parts ie. lack of multi—
modal network.

Reluctance of shipping agents and
forwarding agents to change from
breakbulk to containerisation (

Binay
Kumar, 1986, Dayal, 1986).

The most important constraint to con-
tainerisation is the lack of a good net-
work Inland Container Depots (ICDs)
of which can feed the container termi-
nals at the major ports. Currently, most
containers are stuffed or destuffed at the
ports and not in the ICOs.

Inland Container Dapotsg

Penetr.ation of containers from the
parts to inland destinations js a8 logica
extension of containerised movement of
cargo: The operational versatility of
Containers has brought into effect the
r:oncagt of ‘land bridging", that js,
rrrrportrng and exporting Container cargo
directly from the hinterlangd. Ilnland
Containers Depots (ICDs) linked to gate-
Way ports serve gas “dry Ports, where
Customs examination of €argo is under-
taken and clearance given S0 that these
formalities are eliminated at the gateway
Ports.  Thus, ICDs alleviate overloading
o'f handling facilities within the terminal;
fill the need for personal service which a
large port cannot accommodate, becayse
of its prime need to serve the

‘ require-
rr;efmts of the ship; and have 3 beneficial
etfect on the country or req;j

1983) glon. (Kappel,

In the Indian co ;
ntext, the major .
cles to setting up Jor obsta

) ICDs are: i
of inland infrast the Paucity

Tastructure ang Customs
clearance facilities; the high cost of

containers handling equipment; and the
high cost of through transport from inland
centres. Container transport is not an
important part of the operations of the
jndian Railways. In 1988-89, container
cargo constituted only 0.5 million tonnes
out of a total of 340 million tonnes trans-
ported by the Railways (Dayal, 1986).
An analysis of cargo traffic flows by
RITES indicate that there are approxima-
tely 100 iocations in the country where
container handling facilities could be
considered. The study proposes a net-
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work of 23 ICDs and 71 container freight
stations connected to the 11 major ports
(Sinha, 1989).

ICDs linked to Madras Port include
Bangalore, Coimbatore, Guntur and
Anaparti. Sub-depots are proposed to
be set up at Ranipst and Hosur in the
near future. In the next section, we
examine the container traffic data for
Madras Port following the advent of
containerisation in ths early eighties.

Analysis of Container Traffic Data at Madras Port

This section daals with the data con-
cerning import-export tonnage, number
of containers handled, import-export
commodities and financial aspects of
containerised cargo. The data collected
and tabulated pertain to the period
1981-1990. These data were collected

from the Administration Reports of the
Madras Port Trust,

Relevant figures regarding container
traffic are shown in Table 1. It includes
data regarding the number of containers
(empty & stuffed) exported and impor-
ted, the cargo tonnage imported and
exported in the past one decade. The
figures in brackets are the percentage

increase of g particular item over the
previous year.

As can be observed all parameters
show continuous increase over the time
period except for 1987-1988 which
shows a decreass in almost all the para-
meters,  This trend s particularly

welcome, since this is indicative of the
shift from total break-bulk cargo move-
ment to total containerisation move-
ment. No specific reason were given in
the Administration Reports for the
decline in 1987-1988. A simple index
has been formulated by taking the
number of containers handled in
1981-82 as the base value (containers
handled in 1981-82 correspond to a value
of 100). As can be seen from the table
there has been a six fold increasé in the
number of containers handied from
1981-82 to 1989-90. The new container
terminal was inaugurated in December
1983 and for the next two years 1984-85
and 1985-86, there has been a tremon-
dous increase in both the number of
containers handled and in the cargo
tonnage.

The Madras Port Trust had estimated
that the total tonnage which would be
handled in 1989-90, would be around
7,82,770. This indicates that the con-
tainerisation process has been carried



out at an impressive pace, outstripping
even the most optimistic projactions.

One interesting feature is that the inci-
dence of empty container handling has
shown a sieady decreas: over the period
considered. This decrease reflects that
there is increasing synchronization of
imports with exports and vice-versa.

Table 2 shows thz relovant figures
regarding import of containcrised commo-
dities over the last four years. There
were more than 45 products which were
imported through the Madras Port. These
products were suitably divided into 14
major categories. The figures indicated
in brackets are the parcentage contribuy-
tion of thos category to the total
containerised imports,

Some of the main import categories in
1989-90 were paper & paper products,
metal & metal products, chemical &
pharmaceutical  products, chemicals,
machinery and food products.

The major products in the paper &
paper products category were waste
paper, imported from U. S. A, newsprint
imported mainly from U.S.S.R. and
miscellaneous paper products. lron and
steel products contribute about two—
thirds of the total metal products
imports  while the remaining was
accounted for by the non—ferrous
metals, The main countries which
export these products to Madras are
US.A, USSR, Japan and Wast
Germany. Asrgeards the chemical and
pharmaceutical products, which are
traditionally imported from U. S. A. and
Japan, the main products are moulding
powder, dyeing & tanning substances
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and  miscellaneous piastic products.
Chemicals are imported from U.S A and
USSR and machinery is imported
from Japan, West European countries
and West Germany. The category food
products consists of whaat,  other

cereals, edible oils which are mostly
imported from U.S.A.

in 1989-90 the total cargo imports
were 12,45,787 tonnes of which con-
tainerised cargo was 4,74,452 which
is about 38%. However, it may not be
economical to move cartain commodities
through containers whatever be the
merit of containerisation,

Table 3 shows the figure regarding
the export of commodities through
Madras Port. As in tha previous case
there were more than 51 products and
these were grouped under 16 major
heads. The table shows the exports of
these commodities for the past four
years. The figures indicated in the
brackets are the percentage contribution

of that product to the total containerised
exports.

C.onsidering the year 1989.90, certain
major categories deserve special mention,
Fruits & vegetables is one of them. In
this category, fruits & vegetables are ex-
ported mainly 10 U.S.S.R., South Eastern
countries and Woaest Germany. Food
products are alsoan important export
commodity destined to the Wast Euro-
pean countries Important products are
cashewnuts, appalam, appads and
plantation commodities & spices. Fibres
also form another significant export
ce?tegory. The mainproduct which con-
tributes a iion‘s share to this head is
cotton goods which is exported mainly

to U.S. A and Waest European

countries and to a smaller extent to many
other counties. Granite is a major export
revenue earner and contributes about
189, of containerised exports: U S.A. and
Japan import almost the entire bulk of

granites exported from India,

In 1989-90, 4,78,813 tonnes of cargo
were exported through containers out of
the total 9,39,475 tonnes of cargo expor-
ted i.e. about 519 of the tota! cargo
exported was done through containers.

Table 4 provides the income, expendi-
ture and profit data arising out of contai-
nerisation at Madras Port. Income and
expenditure through containers, total
income and expenditure of the port,
profits through containers, overali profits
and relevant percentages are shown for
the period 1982-83 to 1989-90.

The income and profit through contai-
ners have shown a phenomenal increase
from 1982-83 to 1889-80. Another
feature is that the contribution of profit
through containers to total profit has
increased from a mere 3% in 1982-83 to
about 239 in 1989-90.

v

Conclusions

The container terminal at Madras Port
has been in operaticn for nearly a
decade. The available data indicates
that there has been a sixfold increcase in
the number of containers handled, and
a twentysix fold increase in the profit
earned through containers during this
pericd. Moreover, the percentage con-
tribution of the profit through containers,
to the overall profit has shown a sub-
stantial increase every year. Also, the
tonnage of individual import and export
commodities have also shown an increase
in the past four years. There has been
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a decreasing trend in the incidence of
empty containers handling resulting
from synchronisation of imports and
exports through containers,

However, it may be premature to
conclude that the efficiency of the port
has improved through containerisation.
A careful study on the costs and benefits
of containerisation has to be undertaken
before any general conclusions can be
drawn. It has also been suggested that
there are a number of conflicting interests
with regard to container terminal pro-
ductivity—that of the terminal operator
the port authority, labour, and the carrier,
Due to problems of data comparability,
the only appropriate comparisons of
productivity are at a single terminal over
two or more time periods (Dowd and
Lischine, 1990).

The issues specifically with regard to
containerisation that need to be studied
include :

1) The importance of the multimodal
network—Can containerisation be
successful or justifiable even in the
absence of such a network?

2) Does containerisation result in the
displacement of labour ?

3) Should other unitization alternatives
to containerisation be considered?

4) Are the institutional factors (union
work rules, customs regulations,
safety rules etc.) major barriers to
containerisation?

5) Will Containerisation improve the
competitive position of Indian Ports
vis-a vis other ports in the region?

A detailed case study of containeri-
sation at Madras Port can shed some
light on these and other relevant issues,
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Table 1

Container Traffic (MPT)

L4

el

a2

89

90

82-83 83.84 84-85 85-86 86.87 87-88 88-89 -

81-82

-y

Import Containers

- 5635 5152 6494 8773 5880 9302

4287

2299

2523

Empty (TEU)

6785 8207 15323 33628 41076 34617 339401 38767

5883

Stuffed (TEU)

20958 38780 47570 43390 45281 48078

12494

9084

8406

Total (TEU)

470265 458274 500619 489761

99818 105705 174508 375282

79776

Cargo Tonnage (tonnes)

Export Containers

2827 2282 3979 10909 10053 8424 10761 7579

1887

Empty (TEU)

6646 10381 15673 27568 36€74 34414 34610 40126

4777

Stuffed (TEU)

8473 13663 19652 38477 46727 42838 45371 47705

6674

Total (TEU)

492917

420021 444307 4538390

166994 304824

96969 103058

61334

Cargo Tonnage (Tonnes)




(3.9) (-3.2) (1.4)

(28.1)  (46.3)  (67.0) (3.0)
16547

(15.9)

.

Total Containers

16641 16881

17197

6569 9614 16061

5126

4420

Total Empty

Containers (TEU)

(38.4)  (66.7) (47.4)  (27.0)  (-11.2) (7.2) (6 5)
78892

(25.9)

Total

13431 18588 30996 61196 77750 69031 74011

10660

Stuffed

Containers (TEU)

(61.4)  (90.2)  (22.0) (-8.5) (5.1) (5.6)
94297 86228

(35.5)

(23.0)

Grand

Total (TEU)

85773

90652

18557 25157 40610 77257

15080

(2.3)

16.3)

(1.3)

(63.5) (99.1) (30.7)
341502 680111 890286 802581

(6.0)

(39.4)
196787 208763

Total

982678

960009

141100

Cargo

Tonnage (tonnes)

20.78 17.647 19.94 18 35 17.62

23.673

26.11

27.62

29 31

Incidence of Empty

Container handling

166.82 269.3 512.3 625.31 571.8 601.14 635.09

123.05

100

Index

The number of total Containers included transhipment containers.

Note :

Table 2

imports Through Containers (MPT)

1986-87 1987-88 1988-89 1989-90
1. Fbres  (1.4)  (25) (6.6) (2.6)
3896 7711 26354 13302
2. Wood & Wood (0.3) (0.1) (1.6) (1.4)
products 712 176 6522 6642
3. Paper & Paper (4.1) (4.5) (14.3) (16.1)
products 11516 14612 56861 . 76426
4. Leather & Leather  (0.4) (1.4) (2.4) (1.4)
products 1188 4221 9695 8935
5. Rubber & Coal (4.5) (6.7) (7.2) (4.7)
12614 20382 28671 22471
6. Chemicals N.A N.A (9.8) (9.4)
38958 44407
7. Chemicals & Pharma- (4 3) (7.8) (16.3) (17.4)
ceutical products 12004 23773 60773 82547
8. Food products (7.3) (4.7) (12.4) (5.3)
20380 14415 49372 24965
9. Machinery (10.2) (7.6) (5.0) (8.0)
28283 23283 20017 38134
10. E. Machinery & (7.2) (7.2) (4.3) (4.1)
Transport Equip. 20152 21934 17142 19644
11. Beverages & - N.A N.A (0.6) (0.7)
‘ Tobacco 2239 3337
12. Minerals & (4.9) (4.9) (4.6) (2.7)
Non Metals 13609 15037 15928 12835
13. Metals & (10.8) (13.5) (13.6) (15.8)
Metal products 29983 41261 54758 7.508.7
14. Others (44,5) (39.2) (2.5) (9.6)
124069 119634 9983 45720
Total 278505 3054391 397262 474452

Note: All_ figures are in tonnes. Data for 86-87 & 87-88 are not comparable with

those of 88-89 & 89-90, since a detailed breakdown of commodities was

not available for the earlier years.



Exports Through Containers (MPT)

Table 3
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Total 2292324 295626 345356 478813
Note: All figures are in tonnes, for

with 88—89 & 8990, since

available for the earlier y

ears.

Table 4

Income, Expenditure and Profits Through Container Traffic (MPT)

1983-84 1984-85 1985-86 1986-87 1987-88 1988-89 1989-90

1982-83

Income

189200173 24165430

97409318 126751637 168441259 154452332

‘36458909

11142687

Containers (Rs)

474350136 530694287 814327270 911813856 970549778 1016253739 1216860671 1310066282

Total (Rs)

% Income thru.

6.86 11.96 13.89 17.35 15.19 15.54 18.44

2.36

Containers

Expenditure

43988633 46362661

27366408 31907307 34259882 43395489

14790998

3586799

Containers (Rs)

Total (Rs)

46821484 502092130

271032753 295306619 353373333 371635083 398710492 428346617

% Expenditure thru,

4.97 7.72 8.68 8.57 10.11 9.37 9.22

1.32

Containers (Rs)

Profit thru.

195289769

145211534

94844330 134181377 111056843

21667911 70042908

7555888

Containers (Rs)

235387668 460953937 540178773 571839286 587907122 748645830 807924152

4

203317383

Overall Profit (Rs)

9% Profit thru.”
Containers

17.56 23.46 18.89 19.40 2417

15.20

9.21

3.71
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Annexure—1 Annexure-lI
Madras Port—At a Glance A. Total Container Traffic Handled at Indian Ports
Madras port is an artificial port located in 13° 6'N, 80° 18°E. 1tis a major Year Traffic in TEU's
East Coast port on low sandy Goast with shelving beach depth 2 miles out. The area
covered under this port: .
1975-76 9745
1976 -77 9305
inner Harbour —  Water spread area  : 220 acres 187778 16987
L 1978—79 44429
and area : 441 acres 1979—80 94806
Outer Harbour — Water Area * 200 acres 198081 116610
1981-—-82 165490
Land area : 145.96 acres 1982—83 175670
1983—84 239000
. 198485 296000
The storage capacity of the port : 198586 396000
1986—87 399416
Type A 1987—88 480000
rea 1988--89 531351
~"‘-."'.—~—-—~_._.__
Covered
Source: V. K, Sinha (1989) “Inland Container Depots—Bringing !
1. Warehouse 65,685 sq.murs. Inland™.
2. Transit sheds 47,841 sq.mtrs
‘ B. Container Traffic by Port (1985-—86)
3. Covered area for containers 43,450 sq,mtrs
4. Container freight station 6.300 sq.mtrs Port Traffic in TEUs
Open Haldia 8000
5. Open space 3.25,000 sq.mtrs. Bombay 214000
6. Container Parking Yard 61,000 sq.mtrs, I?/lc:;::; Zgggg
Calcutta 46000
Total 396000

Source : R, Dayal (1986), *'Containerisation in Perspective’.



308

Annexure 1}]

Glossary

Break Bulk cargo : This is also known
as general cargo and is the traditional
method of transporting cargo withouyt
the use of containers.

Cellular Vessels: A ship speciaily
designed to carty containers, The hold
or celis are so arranged to accommodate
containers in a vertical line.

Combi-carriers : Ships carrying both
containers and Break bulk cargo,

Container Terminal : A facility which
provides a package of activities and
services to handle and control container

flows from vessel to rail or road and
vice versa. ~

Empty Containers : Containers with-
out any cargo which is moved from
one place to another for loading. Thijs
cannot be avoided because a limited

number of contain
the pool for use
and exports cann
ronized with
for a given
period of time

Brs are available ip
by members of S0
ot always be synch-
imports  and vice-versa
port within a reasonable

Hinterland : The inland areas

a port which it serveg for the
trade, seasb

near
orne

. Incidencg of Empty Container Hand-
ling: It is expressed as g percentage
of number of empty containers to the

total number of loaded i
Containers p|
empty containers, P

J‘EUS: Twepty Equivalent Units in
yv ich ail containers are generally quoted
In terms of 20 container jg equal to

two TEUs p .
15 TEUe and a 30 tontainer to

Throughpyt - The
containers
numbers of
the containe

. throughpyt of
IS expressed ip terms of
¢argo handled (TEUs) and
rised cargo in tonnes,

Summary of Discussion

The paper presented by Dr. Paul Appa-
samy deals with the development of
Madras Port and containersation of cargo
transport. In order to increasa the effi-
ciency of cargo handling several methods
of unitization have been tried and contai-
nerisation has come to stay since the
middle of this century.

Containerisation has resuited in the
standardisation though not a single
standard has come to stay, and increase
in the speed of cargo handling,
However, it is difficult to conclude that
the efficiency of port has improved
through containerisation. At this stage
it is premature to conclude on the effici-
ency of containerisation as the various
dimensions of the problem are yet to be
analysed.

Several constraints on containerisation
have been noted by the author. Contaj-
nerisation warrants the development of
muitimodal network, The interland

container depots have to be developed
to feed the terminals at the port,
Further, standardisation of containers
decides the mode and type of both inland
and ship transport, which requires invest-
ment in various related sectors of the
economy. Another constraint on contai-
nerisation noted by the author, is the
indivisibility of container space which
hinders the utilisation of containers by
small exporters. However, the chairper-
son has pointed out that it is no langer a
problem as several shipping agents
arrange for sharing of the containers,

The issue of displaced workers afld
training of personne! to cope with
increasing specialisation as a result
of containerisation - merits attention.
Dr. C. Chendroyaperumal chaired the

Seminar.

V. Jacob John
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Some Notes on Employment and Unemployment*

Rate of Economic growth and rate of
Employment growth

One aof the peculiar features of the
economy that has come to light, par-~
ticulerly in the VI and VIl Plans is the
coexistence of high rates of growth
and declining rate of employment. At
the macro level, it is noted that, while
the trend rate of growth of the economy
during the two plans was 5.3 per cent’,
and that of industry even higher at 8
per cent, the growth rate of employment
has declined from 2.8 per cent to 1.51
per cent during that period. The rate of
growth of unemployment usual (status)
increased from 2.77 per cent to 3.77
per cent duting the period.®

Agriculture

At the disaggregated fevel, the above
trends in the decline in employment
is even more disturbing. Even as we
have been expressing satisfaction at
higher level of agricultural production
and attaining a level of foodgrain produ-
ction which avoids their imports, the
growth fate in agricultural employment
is declining drastically from 2.32 per
cent in 1972.73 1o 1877-78, 10 1.20
per cent in 1977.78 to 1983 and to
a very low of 0.65 per cent in the prime
1983 to 1978-88°. The major reason
for this is that the regions with a high
rate of growth of output such ag
Punjab, Haryana, Uttar Pradesh show
shrinking  labour  yse per  unit of
output. In Punjab a one percent growth
in agricultural outpuyt is accompanied by
nil (0.00 per cent) growth of employment
and so too are the employment records in

other high outpyt regions. This means
that to generate employment and to
enable agricultural and allied activities
to' gbsorb about 50 per cent of the 65
million wha constitute the backlog from
the VIl Plan and the tabour force entrants

foreca§t during the coming 5 years the
following is suggested,

— Foodgrains production should be
developed in the non green ravolution
areas and dry farming Jands comprising
West Bengal, East Uttar Pradesh, QOrissa,
Assam, Rajasthan, Maharastra, Tamil
Nadu, Telingana and Rayaleseema regi-
ons of Andhra Pradesh, Karnataka and
!(e.rala., with rather heavy investment in
irrigation ~Medium and Minor—which j
itself employment intensive; e

Concentrated
husbandry ang

vide ax?ditional employment for 5 million
to 8 million persons;

development of animaj

_-«Development of high value produc-
tion of vegetable, fruits and other hortj-
culfural Crops, sericulture and intensifi
cation of cash Crops—jute and m N
cotton and oOilseeds, which areesra‘
employment generating, !

Together, these

two agricultyral deve)
about 30 per cent

awaiting employment.

diversified above

Smal{ Industry

Turning next to t

he e
of the smal induy meloyment record

stry sector, the data

fisheries which can pro- -

shows a somewhat mixed trend, of
employment growth declining by about
40 percent over the Vil Plan period.
This is mainly because under the generic
breed of small industries s inclu-
ded the capital intensive modern units
(using increasingly NC/CNC machine
tools), most of which are benami units
of large enterprises, as well as the
traditional smal!l industries, the tiny
industries and the khadi and village
industries. It is the latter group which
is employment generating at around
8 per cent during VII Pfan. This group
of small industries, the traditional,the
village, the tiny, can, if they are required
to, produce the major part of mass
consumption goods, can increase emp-
foyment by a net 10 per cent per annum
—{losing about 2 per cent of their
employment generation through increased
and improved productivity which is also
needed in this sector). This part of the
small industry sector which includes the
unorganised urban employment sector
can absorb 15 per cent of the workforce
awaiting employment,

Organised Industry

Finally taking up organised industry
at the disaggregated lsvel, it is found
that some capital (as well as import
intensive) industries have low employ-
ment generation in relation to their
output, These are the industries which
have recorded the highest rates of
growth in the 80s., such as automobiles
industry and the electronics industry,
On the other hand there are industries
which have better empioyment potential
—of 0.50 to 0.70 for every 1 unit of
output. These include handloam and
powerloom textiles and toilet products
generally, food processing industr.ies,
including fish preservation and canning,
and daity production as counter—part to

3N

development of animal husbandry,
fisheries and horticulture proposed undes
agriculture earlier, khandasari and gur
products, edible oil processing. leather
products, all kind of handicrafts. The
intensive development of this group in the
organised sector can absorb 3 per cent
of those awaiting employment.

Educated unemployment

The problem of ‘educated unémploy-
ment, as it affects the 3.2 million out of
the 32 million’ job seekers’registered at
the Employment Exchanges at December
1989, is multifaceted.

First, there is not only the problem of
open unemployment in this group which
charactarises the majority of the educated
unemployment, there is also the misemp-
loyment and undsremployment which
characterises this group. A recent survey
shows that around 25 per cent of those
registerod in employment exchanges are
not unemployed much as misemployed.
They are already employed but not in
occupations for which they have been
trained/educated. This group, being
employed represent a wastage of the
investment in their education — and can
be employed in occupations for which
they are trained as and when the
economy in their occupation expands.
But this is not a priority.

Second, there is the group of those
who have a general arts and science
education and who are looking for a job.

his group needs to be trained in special
Zkilﬂsgandpgiven a start as TRYSEM does,

for self employment.

Third, and probably mest serious is the
unemploymaent of highly trained scientists
and technologists because their annual



output is not in accord with the demand
for them. A recent study by the Depart-
ment of Science and Technology®, for
instance, reports that agricultural
scientists are in surplus by 22 per cent
in 1890-91 but will decline to 12 per cent
by 2000-2001: in engineering and
technology there is a surplus of 3 per
cent in 1990-91 which will increase to
8 percent in 2000-2001, Similar data
is provided for medical manpower,
food technologists, electronic or tele-
computer science specialists. This is a
difficult area to deal with. For the future
demand can be estimated by making
clear assumptions of the rate of growth
of the economy and of each occupa-
tion, which dépends on a whole set of
variables, the rate of capital investment,
the new technologies being developed,
management practices etc. But this
kind of estimate needs to be made and
the education and training intake of the
scientists and technologists in univer-
sities and institutes adjusted to them, as
this is a source of personal frustration,
the most expensive investment in societal
terms and is one of the major causes
for the brain drain.
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EDITORIAL - SOME HIGHLIGHTS

I General Economic Scene

State

Planning Commission

The Planning Commission is under-
going some recasting. Since the elected
government resigned in February, the
Chairmanship has changed twice—with
the Ex-chief Secretary and the Adviser
(Economic Affairs) holding the office in
succession, and now with the election
of a new government, the chief secretary,
Mr. T.V. Antony, has been transferred to
the commission and made its chairman.
Whether there will be any revision of
the Annual Plan and Draft Eighth Plan

remains to be seen.

Climate and Prices

June saw the south west monsoon
advancing to cover the southern districts
of the state, relieving a hot summer
which May represented. Madras received
very sharp rainfall on one day and also
showers during the second half of the

month, so that the climate has been mild
and cool at nights. CSO’s abstract of
statistics for January 1991 and subse-
quent months has not approved as yet
and so there is no report on the 'price
facet of the state economy. The Commis-
sioner, Civil Supplies reports in éarly June
that prices of vegetables have doubled.
This is mainly attributed to the assassi-
nation of Mr. Rajiv Gandhi in late May
which brought all life and markets to a
standstill. The government reports that
this was also used as an occasion for
profiteering. The government states that
it is planning a crash programme for buik
procurement from the major producing
centres in and outside the state and to
market the vegetables through some 100
retail centres in Madras and district
headquarters. The Cooperatives are to be
entrusted with retail sales. Now that
the elections are over and a new govern-
ment is in position the suffering of
housewives and consumers in paying
enormous prices for vegetables should
end and prices should attain normal
levels—at the start of the new month



(July 1991) (after 4 weeks) this is yet to
be made effective.

Power

The power front in the state in June
had two important plus points. First,
because of the rains, the hydel reservoirs
received large inflows during the month.
The continuing rains in the catchment
areas will help to make up this year’s lag
in the reservoir which was by the middle
of the month 606 MU compared to last
year's 689 MU and the total capacity of
2200 MU, The grid demand was dec-
lining because of the reduced intake by
tarmers receiving good rains. The
other plus point is that the coal stock
position of the thermal plants has impr-
oved at 1 lakh tonnes by mid June,
(the AP Chief Minister has promised
further 1 lakh tonnes from Singereni) and
with the restriction of thermal generation
to the minimum making it possible to
further build up the coal stocks. Qn this
basis, TNEB decided to remove state
wide load shedding, while still main-
taining the 25 per cent cut on power
consumption and 30 per cent cut on
demand of HT industries. The other
piece of good news is the announcement
by TNEB and ONGC that the state‘s first
gas based turbine using the cauvery
natural gas will go on stream in
September. This is a 6 month slippage
(see Vol XXI p209) of 10 MW station
caming up at Kovilkalappol. In view
of the large revenue deficit of Rs. 673
crores for this year which TNEB faces, it
has announced a heavy increase on
new consumers. This is a development
change for new connections (Rs 500
for single phase connection, Rs. 1000
_for three phase similar charge for LT,HT,
commercial, research, educational ins-
titutes and street lights. This is needed
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but will add to the inflationary pressure,
Kalpakkam’s first unit which has been
shut down from early February is expe-
cted to start by the end of July which
will make active its capacity of 235MW.
TNEB also announces that Tuticorin’s
fourth unit (210 MW) will be commis-
sioned by December and that the first
unit will be ready by June 1992. The
North Madras station is being built
according to schedule and its first unit
will be commissioned by June 1993 and
the second unit by December 1993.
Power will be in a tight fit for the state
in the VIIl Plan and will have to be used
economically avoiding power intensive
industrial units. The Union Public
Investment Board has in June approved a

- Rs. 1163.27 crores new mine {providing

4 million tonnes) and a linked thermal
station of 420 MW,

At the national ‘level, the Ministry of
Power reports that electricity generation
is increasing at 9 5 per cent in May 1991
against May 1990, with thermal gene-
ration forming 75 per cent ofit. This
imbalance in thermal as against hydel
generation should be corrected over the
VIl Plan.  The supply of power in most
states was normal, with the heavy rains
in Kerala and Maharashtra, moving North,
With regard to atomic energy, the gover-
nment reports a number of problems.
For one the Soviet agency had blocked
the detailed projects for Ksyamkulam and
Mangalore, so that NTPC executing the
projects states that instead of completing
them by the VHI Plan end, they may slip
into the IX Plan. The Soviets states that
the delay is due to NTPC not opening the
letters of credit as per schedule, Second,
Mangalore (420 MWw), Kayamkulam
(420 MW), North Kamarajpuram thermal
(1000 MW) and Godavari (400 MW) are
being held up by the Department of
Environment on environment and rehabi-

tation grounds. Third, there are delay
Iso in 4 nuclear power projects —Rajas-
han, Narora, Kakrapur, Mangalore which
vill cost the government more than
{s. 1200 crores. Finally the government
tates that because gas based turbines
yre not available internationally (partly
racause of the Gulf war) the gas, based,
ower projects are held up and gas will
sontinue to be flared wastefully. This is
in occasion when we should use our
mgineering skills and R&D in BHEL and
sther centres to develop gas based turb-
nes indigenously. The power ministry
s pressing for the ban on bilateral aid in
ower to be lifted because it enables
‘aster development of the project, at
ower cost., Experience shows that
1either is the project speeded up as a
‘esuft of bilateral tie up nor is it cheaper
than that of indigenous power equipment
‘hat producars charge.

Water

A major development in the water
area was the decision announced on
May 25 of the Cauvery Water Disputes
Tribunal directing Karnataka to release
water from its reservoirs so as to
ensure that 205 tmc of water was
available in Tamit Nadu's Mettur dam
in a year from June to May to be
effective from July 1. This follows the
Supreme Court directive to the Tribunal
to consider Tamil Nadu’s prayer for
interim relief (see Vol XXI p271). The
Tribunal also ordained that Karnataka
is not to increase its area under irri-
gation by Cauvery waters beyond the
existing 11.2 lakh acres, besides ensuring
that the water released to Tamil Nadu
is regulated on a week basis. The
tribunal has asked Tamil Nadu to
release 6 tmcft of water to the union
territory of Pondicherry. The monsoon,
as noted earlier, was moving inland,
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and by June had reached Telingana
and the Rayalaseema, Karnataka and
Tamil Nadu. The unusually heavy rain
on June 4 & 5 gave Madras 6 tmcft
in 24 hours and 1 month water supply,
sending the storage to the Red Hill
reservoirs to 1879 mcft, Also an inflow
of 52,360 cusecs into Mettur at the
same time and the rains in Tiruchi,
Kamarajar, Thanjavur etc. meant that
the water position in the state for both
drinking and irrigation is satisfactory for
this part of the year. Work on the
Telugu Ganga is being speeded w.ith
the AP government taking some positive

initiatives.
Housing

HUDCO announced that Rs, 8000 crores
have been set apart for housing in the
southern states, of which Rs. 800 crores
is being spent in Tamil Nadu. Of 170
building centres in the country 'for
training masons and other construction
workers, centres had come up at Mad-
uravayal, Auroville, Gandhigram ar!d
Tiruchi and is being completed in
Madurai. About half the state allotment
is for housing and the other for acquiring
land and the infrastructure needed. The
Vil Plan target for the South is 35 lalfh
houses, of which the Tamil Nadu's will
be 11 lakhs. This is a sound approach
of encouraging private capital and' funds
to flow into the house building activity.

Cheap liquor scheme

The first programme action of the new
government was the announcement of
the discontinuance of sale of country
liquor with effect from July 16.‘ This was
one of the major pledges of the party
now forming the government. The aboli-
tion of the cheap liguor scheme will entail
a revenue loss of Rs. 322 crores for the
rest of this financial year, which it is



stated will be made up by "other adm-
inistrative avenue’s. This is aimed at
counteting the cheap liquor which has
lowered the living levels of the poor
sectors. To back up this action, the
state level prohibition propoganda com-
mittee is being reconstituted and reactiv-
ated, and a campaign to educate the
public on the evils of liquor is to be one
of its major tasks.

Union
VIl Plan

In June, the Deputy Chairman and
members of the Planning Commission
submitted their resignation to the new
Prime Minister. The Deputy Chairman
presented to the Prime Minister the
preparatory work done by the Commission
on the VIII Plan on the basis of a 6 per
cent rate of growth calling for an outlay
of Rs. 325,000 crores in the public
sector. The government appointed as
the new Deputy Chairman of the Plan-
ning Commission, Mr. Pranab Mukheriji
and the other members of the commission
are being appointed. The Deputy Chai-
rman states that the first priority for the
commission is to complete the Vil Plan.

Prices

The inflation rate for May recorded a
rise of 1 per cent, the whole sale price
index standing at 194.3 per cent on June
1. The annual rate of inflation, on a
point to point basis, was 10.8 per
cent compared to 11.1 per cent reported
in the last issue for the 12 month
period ending 27 April 1991, This
decline is due to a statistical quirk
involving a higher base for the period,
as explained in the last issue. The index
of primary articles registered a rise of
0.2 per cent, food prices 0.4 per cent
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including cereals by 0.5 per cent, pulses
Q.Z Per cent, fruits by 1.5 per cent and
fish and meat by 1.76 per cent—for the
week ending June 1, 1891. Among
manufactures, food products rose by 1.6
per cent, including sugar, gur angd
khandasari by 2.6 per cent and oil cares
by 2.5 per cent during that period. RBi
reports that notes in circulation conti-
nued to fall (by Rs. 195.40 crores) during
the week ended May 31, notes in the
banking department rising by a small
Rs. 4.29 crores. This slowing money
supply has made contribution to the
damping down of inflation in May,

Stock Exchange

The Stock Exchange seems to be
unaffected by the immediate problems
facing the economy_the BOP crunch
tr)e large debt both internal and external’
high fiscal deficits. Share prices arc;
Currently 50 per cent higher than last
year,. . the Bombay Stock Exchange
sensitive index for 30 scrips averaged
124813 on  June 7, 1991 against
802.45 in June 1990. The BSE national
index was also up by 50 per cent,
The Madras Stock Exchange recorded
a better trend during mid June,

. with
share prices recovering their lost ground.
The Calcutta exchange recorded a

decidedly bullish
share market moved up
lﬁ"hmedabad exhibited cheerful condi-
tions. These stock exchange trends
are criticised as not reflecting the
grave economic crisis facing the country
—that its activities are based on the
good start of the monsoon and good
farm output expected : which  might
help industrial Production and the new
government and giving
the needed sense of direction and
Stability. It may well be that the
Stock Exchange dealers,/ workers etc

briskly and

the economy

trend. The Delhj

have a better appreciation of the future
than the chambers of commerce, econo-
mists etc. The building up of discipline
in the exchanges is being emphasised
in the Stock and Exchange Board of
India (SEBI) recommending that the
company Law Board penalise companies/
delaying share transfers and for this
purpose, the Registrar of Companies
cany out surprise checks on companies
delaying the share transfers. This will
put a check on this group of malpra-
ctices. SEBI has also set forth criteria
for grading prospects of public issues
on a scale of one to ten to guide
merchant bankers. This will also facilitate
the tasks of genuine investors. The
Ministry of Finance has increased pres-
sure on Stock Exchanges to tighten
their regulations, trade and reporting
practices and has authorised SEB! and
the ministry officials to conduct annual
inspactions for this purpose. One problem
facing the government both for its
economic viability and for its negotia-
tions with the IMF and World Bank is the
huge revenue deficit during 1991-92,
which is estimated at Rs. 17.000 crores.

Economy

May recorded several developments in
the economy. First, there was and
continues to be a deal of excitement over
the government selling 20 tonnes of
confiscated gold (out of an estimated 80
tonnes) through the State Bank of India
in the Zurich market on a spot basis and
buying it 6 months forward, which was
using the gold as collateral for raising a
short term loan of $240 million. The
interest on this is the Libor rate. The
government "has no option on the matter
as its low foreign exchange reserve
(covering 3 weeks of imports) would
have been completely exhausted, if the
gold had not been sold/mortgaged, to

317

meet our debt servicing obligations., It
is normal practice for any government
—USSR, Iran, China to sell its gold
holdings to meet its foreign exchange
needs. The problem is that there is still
a foreign exchange debt service of $ 700
million to be met which will involve the
sale of a further 30 tonnes of gold, which
will have to come out of the official
reserve. Here the IMF loan can be of
help. The government has sent a letter of
intent to IMF for a loan and is negotiat-
ing the details—the amount and co_ndi-
tionalities. It is also negotiating a bridge
loan to meet immediately foreign
exchange needs. Second, the govern-
ment projects a5 per cent growth for
1990—-91 on the basis of a normal mon-
soon, stable oil prices, moderate infla-
tion, sustained agricuitural and industrial
production and supporting infrastructure
facilities. This appraisal of the past year
should be placed along the NCAER 4th
survey of consumption trends for
1989-90 which reveals the sale of consu-
mer durables, such as refrigerators,
quartz wrist watches, VCRs, motorcycles,
have increased sharply showing. “"the
heavy marketing investments during .the
year in these products, their easy availa-
bility, the rising prosperity of t.he
consumer households’’. Black and white
TV sales rose by 60 per cent over the
previous year, while colour TV se.ts
increased by 10 per cent, the spurt in
black and white TV sets being mainly in
rural areas (increasing from 31 per c?nt
to 44 per cent) along with increasing
rural market shares in sales of table
radios, sewing machinery and pedestal
fans, pressure cookers, wrist watches.
The data shows that the East has moved
slowest towards a consumerist society,
the West showing the fastest increase,

with North and South also increasing the

rural shares but at a lower pace and for a
different cluster of goods. The South’s



main share was in mixies, grinders, B&W
TVs, table radios, ceiling fans moped and
motor cycles, electric stoves and irons,
the North’s major share was room heaters,
RCV, gas stoves, pressure cookers, colour
TVs, scooters, moulded brief cases. The
survey draws the conclusion “'the data
questions the basic presumption of what
are necessaries and luxuries when we see
the figures of consumption among low
income group as well as in rural areas.”’
This interesting survey and conclusion
needs a detailed analysis of the metho-
dology used and the sample chosen.
Third, the World Bank has demanded
changes in the accounting procedures
of the development finance institutions
as a condition for sanctioning the finan-
cial sector loan of $1 billion. The
substance of whatdis demanded isin the
national interest—that is, disclosure of
the sick industries portfolio and bad
debts and change in accounting from
accrual basis to cash basis, but it is to be
regretted that the World Bank has been
allowed to dictate these terms. This is a
bad precedent which the Bank will
foliow up. Fourth, the RBI relaxed cash
margin for manufactures—exporters of
finished leather products, chemicals and
pharmaceuticals, engineering  goods,
games and name boards (see previous
volume). It is also considering relaxing
the margin being required for opening
fetters of credit on rupee pajd
imports as there is no foreign exchange
outgo on this. Fifth, the 3 days down-
pour in Maharashtra resulted in Rs. 100
crore worth of damage, filed by indy-
stries with insurance companies; the
fertiliser subsidy for this year is likely to
exceed Rs. 6000 crores against Rs, 4800
crores provided in 1991-92 budget which
is @ major inflationary factor. Finally, the
government has rightly decided to initiate
steps to set up a technology mission on
cotton, as unlike recent years when the
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cotton crop was abundant, (above fore-
Casts), this year there is a smaller crop,
large exports, the cotton shortage faced
by mills will accentuate, the cotton crisis
for which the technalogy mission may
show the lines of meeting the crisis for
now and the future, as it has done for oil
seeds. The other product facing a
problgm is sugar, where despite a 9.8 per
cent increase in production in 198091,
sugar prices have jumped by 2.2 per cent
between October 1990 and January 1991
On this'the remedy is to ensure that levs;
sugar is availe}ble to the poor and allow
free sugar prices to rise as the only
means of not only balancing demand
and  availability but also restraining
luxury consumption of sugar by 5 star

hotels and the black marketeers - of this
water guzzling crop.

lndustry

CSO reports (quick estimates) that

;he industrial growth index for February
991 at 2227 was 7.3 per cent higher
than that for February 1990 so that
for the first 11 months of 1990-91
industrial growth rose by 8.5 percent
comqared to the 7 per cent recorded by
thg first 11 months of 1989-90 During
'thls period, April-February, 1996-91 the
index for manufacturing (which accounts
for 77.10 per cent of the total index)
rose by 9.6 per cent compated to the
11 months 1989.90 rise by 6.3 per
cent. As noted earlier this® satisfactory
record of the industrial sector leads to
the _official view that together with
a similar performance in agric
1990-91 recorded an overall grovlcltt:r:;
the economy of 5§ per cent which
seems reasonable. The Chief Commissio-
ner of Income Tax $ays because of
well considered tax planning
tribution of the Private '
Corporate tax revenye *

the con-
€ sector to the
Is very negligible'’

and that the level of the revenue of
Rs. 5000 crores under this head comes
from the public sector firms like BHEL,
Mahandgar Telephone Nigam, NTPC,
10C and ONGC, with the share of the
private companies being near non
existent. The top 25 corporate giants
in the private sector do not pay any
corporate tax. He also drew attention
to the estimate of black money of
Rs. 300,000 crores and regretted that
“even nationalised banks have been
made full use to generate black money’,,
51 per cent of demand drafts purchased
in India against tax payment of Rs.1
lakh related to unaccounted transactions
and involve a revenus loss to govern-
ment of Rs. 400 crores per annum.
On individual industries, the plastic
industry is reported t0 be adopting a new
strategy involving - (a) dovetailing its
priorities with those of the government,
and (b) pushing exports so that it would
be able to obtain foreign exchange for
its essential imports. This would also
counter the popular impression that the
petro chemical industry causes a net
drain on foreign exchange resources
which it does as if it is carefully managed,
it may generate a small supply. The
priority for plastics and polymersin the
coming years is in the area of packaging
of edible oils (with NDDB), plastics furni-
ture reduce defprestation, plastic crates
for foods and vegetable, flexible lamina-
ted processed foods and engineering
plastics for key industries like electronics
and automobiles. It is expected that
from this year the industry will once more
expand and earn profits, following from
IPL‘s plans for the Nagotham complex
and the new capacity being created in
the private sector. Will the supply situa-
tion of PVC, polystyrene and HOPE
improve and become positive this year
and .the following vyears? On this
depends also the further prospects of
the industry.
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Public Sector enterprises

in May, SCOPE (the Standing Confere-
nce of Public Enterprises) at the meeting
of its board identified 25 profit making
public sector units which are suitable to
attract ready buyers of their equity, if
the government decides to disinvest.
The names of the units have been conve-
yed to the appropriate ministries. With
the disinvestment a fund is to be created
for (a) undertaking modernizations, (b)
expansion of public sector programmes,
and c) nursing back sick public sector
units to health. This would also distance
government dealing with the day to day
management of such undertakings in
which it has no competence. While this
last is desirable; the start should be with
disinvestment and selling off of loss
making units which will bring in funds
because of their valuable real estate.
The disinvestment of profit + making
units raises general issues ol the place
of public sector in a system of planned

development which needs further con-
sideration.

¢+

National Production Front

Steel

In June, the Joint Plant Committee
issued the long delayed guidelines for
the distribution of the iron and steel
materials based on the sound principle
of a direct relationship between the

‘consumer and producer, eliminating the

middlemen and conformity with the
government over policy on fron and
steel. The new guidelines are important
for expanding the compact industry
group which has a better representation
of actual consumgrs. They also make
special provision for sick units, their
approved rehabilitation programmes are
to be treated as programmes of new



units and for petentially sick units are
to be assisted by a sub committee.
The guidelines are clear and sound
and how they are caried out will
decide on their effectiveness and rele-
vance. A CEl study shows that in
1988-89 SAIL held the top position
among engineering plants and TISCO
in the matter of exports. It is presumed
that their leads continues in the sub-
sequent two years, though the absolute
amounts involved, Rs. 6777 crores in
SAIL turnover and Rs. 83 in TISCO
export, are not impressive. SAIL s
also reported to have imported coking
coal for its captive power plants, which is
a criminal waste at a time when the
country faces a foreign exchange. This
wastage is now becoming serious as it is
continuing even after the instruction to
stop it. Further, it is reported to have
built up a large coking coal reserve (4.8
lakh tonnes in April 1991 ) which is far in
excess of its requirement. The time has
come now to stop its import of coking
coal to induce some responsibility and
caution in its use both by SAIL and
TISCO. Finally, from the end of May
steel prices have been falling which may
be due to consumaer resistance to prevai-
ling steel prices which may also be
related to political uncertainty which
should end with the new government.
On the other hand mini steel plants
are facing a crisis due to inputs shortage,
The extent to which the curb on imported
scrap their, main raw material has lead to
decreased supply was referred to in
earlier issues and for the short run atleast
calls for some relaxation along with our
steel plants providing this important input
to mini steel plants.

Crude

In June ONGC has submitted an
action plan to the ministry for adjusting
oil production in Bombay offshore and
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repair of welis, This takes account of
tf_le World Bank watrning that unless this
kind of adjustment is made, Bombay
offshore will Jose 130 te 150 million
tonnes of oil over a period of time.
Hgnce the plan based on the recommend-
ations of the Dasgupta committea invo-
lves.c~losing down defaulting wells and
Fépairing them, which wil| involve loss of
14 million tonnes in the Vil Plan (and
2.5 ‘million tonnes in 1991 -92). The
repair of the 58 wells wil start increasing
our production in the IX Plan. ONGC
also reports that it struck gas in the
south Bassein gas field off the Gujarat
coast in a new structure, BS12. The use
of. gas will be looking up in the future
with the decision by the government to
transfer all agsets associated with the
marketipg of gas to GAIL, leaving only
production and processing of gas with
ONGC and oL, This not only ends a
a long drawn out controversy over the
asset -transfers but also should see its
feffe.ctlve use and reduction of the
tlharlﬂg of 9as.  This should also reduce

e alarming import bill of crude and
Petrol product by the end of the IX Plan
to the tune of Rs. 18,000 crores,

Coal

The June news an coal is both encour-
aging and sombre—Cog] production in
1990—91 has attained the target and
gone beyond it at 210 million tonnes,
The sombre aspect is the provision that
at the end of the VIII Plan in 1994 g5
coal production will have to increasae to
310 million tonnes. Not onty is the
attainment of this order of increasa (100
million tonnes) in the text 3 years g
difficult task, but the 35 million tonnes
expected from Singereni s highly

do.ubtful of attainment, given its uncer-
tain labour relations,

Non Ferrous

Development in the non ferrous metals
field were of a mixed nature. On the
one hand the primary producers of
aluminium are worried over mounting
stocks at 16,000 tonnes in April 1991
rising to 50,000 tonnes in March 1992
while the government is pressing them to
produce more mainly for exports,
There are some issues here: one is
that in the absence of buyers the
producers will be incurring losses on
their stock : the other is aluminium is
a power intensive industry and in a
power short economy the building up
of stocks seems inadvisable. Hence the
producers must be allowed to produce
with the electricity supplied to them
with the various cuts, as captive power
is expensive and will push up export
prices. On the other hand NALCO
reports a record turnover in 1990-91
at Rs. 884.54 crores and its foreign
exchange earnings have crossed Rs. 1000
crores—which are creditable, despite
the fire and cyclone setbacks it
suffered. This may enable MMTC to
push the sale of aluminium through a
series of counter trade deals following
its first shipments to Germany and
UK. HZL also reports a record pro-
duction of 8000 tonnes of Zinc and
25,000 tonnes of Lead in May, on
the basis of which there are prospects
of its new Chanderiya plant with a
capacity of 70,000 tonnes of Zinc and
35,000 tonnes of Lead, enabling HZL
to produce 100,000 tonnes of Zinc
and save foreign exchange to the tune
of Rs. 100 crores this year. The
negative element in June is that over-
seas suppliers of non ferrous metals
are insisting that the irreversable letters
of credit opened by Indian units be
further guaranteed by foreign banks.
In view of this, itis time that overseas
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orders for the metal be reduced as
much as possible.

Agricultural Production

News in June on farming operations
are positive and encouraging. On the one
hand, the IMD forecast of a normal
monsoon, with a negative side, has
enabled state governments and large
farmers to work out contingency plans to
make up for any shortfall in water
availability. On the other hand, the
kharif operations which starts with pre
monsoon rains which have been adeq-
uvate has enabled kharif sowings and
transplantation to be undertaken norm-
ally in Kerala, AP, West Bengal, J&K.
The sowing of coarse cereals has picked.
up with the onset of the monoon. On
this basis the kharif target of 103 million
tonnes seems attainable, despite the
elections having delayed nursery paddy
seedlings raising in Bihar and east UP. In
Punjab and Haryana sowing operations
are expected to pick up at June end
when the monsoon arrives there. The
sowing of jute was complete in West
Bengal and Assam, but due to the
inadequate pre monsoon rains in the
region, there is a small shortfall in the
area covered. The sugarcane crop is
reported to be doing well. The water
reservoirs have levels 40 per cent higher
than last year. The 1990—91 foodgrain
is placed at between '176.5 and 177.5
million tonnes, a record production
for the third successive year—with 101
million tonnes from kharif and 76 miilion
tonnes from rabi. Rice at 75 million
tonnes owes its record because of the
fertiliser consumption and the special
rice production programme in Assam,
Bihar, MP, Orissa, Rajasthan and Tamil
Nadu leading. QOilse2ds are also a record
at 19.23 million tonnes. Sugarcane



records 233.5 million tonnes, cotton
102.3 jakh bales, and jute 77 takh bales.
Piocurement of cereals has bzen slow
due to elections and the disturbances.
The targets for 1991—82 for foodgrains
has been fixed at 182 million tonnes and
to attain this fertiliser supply is being
ensured. A study by S.P. Gupta
forecasts India’s population at 100 crores
and derived from it foodgrains at 240
million tonnes by the end of IX Plan
2000 —which looks realistic.

Foreign Trade

The Ministry of Commerce announces
that in 1990—91 exports rose by 17.5
percent at Rs. 35,527.28 crores and
for 1991—92 has fixed export target
of Rs.40.200 crores, an increase of 20
per cent. Enginearing exports are pro-
posed to be raised to Rs. 5940 crores
(from 1930-92 Rs. 4500 crores) an
increase of 32 per cent, computer
software from Rs. 300 crores to Rs. 700
crores an increase of 133 per cent,
electronic hardware from Rs. 800 ¢rores
to Rs. 800 crores, an increase of 125
per cent. textiles from Rs. 8665 crores
to Rs. 10,350 crores. an increase of
19.4 per cent, gems and jewellery
because of recession from Rs. 510 crores
to Rs. 520 crores an increase of 17.3
per cent, agricultural products from
Rs. 2700 crores to Rs. 3050 Crores, an
increase of 13 per cent, marine pro-
ducts from Rs.850 crores to Rs. 1050
crores an increase of 235 per cent,
minerals and ores Rs. 1980 crores to
Rs. 2160 crores, an increase of 9.1
per cent, leather exports from Rs 3000
crores to Rs. 3700 crores an increase
of 27.7 psr cant, chemicals at Rs. 4000
crores, handicraft at Rs. 1200 crores,
petroleum products at Rs. 900 crores
and sports goods at Rs. 100 crores,
What has given some cheer in the
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current year, that the first month,
April, shows a surplus of exports over
imports by Rs. 135 crores compared to
a deficit of Rs. 764 crores in 1990.
This surplus is due mainly to the sharp
drop in imports by 12.7 per cent to
Rs. 2815 crores and a rise in exports by
19.9 per cent to Rs. 2950 crores. As the
import compression policy (the high cash
margin imposed by RBI when opening
letter of credit) explained in the last
issue will have a real impact in reducing
imports later in the year—after June/July
which will be reinforced by the delay in
purchase of crude and deferred payment
arrangements for bulk imports, the
surplus stands on rather slender found-
ations. Further, the invisibles scenario
is not encouraging with tourism dec-
lining because of the situation in Kashmir,
Punjab and Assam civil aviation being
in the doldrums, remittances delining
due to the Gulf war and the higher
interest rates offered by other count-
ties and increased outflow of foreign
exchange because of debt servicing. In
this situation the invisibles policy needs
review, particularly the NRI deposits
(FCNR) which with NREP amounts to
f!s. 1,675 crores, is high cost money
Instead of which commercial borrowing
or foreign investment will be cheaper.
Also the policy of large short term
borr.cwing ($3—4 billion) is uneconomic
as it adds to our repayment burden.
But it must be admitteq that there are
NOt many options in the area of invisi-
bles.  With a view to boost exports, the
government announced in June that
FERA companies will pe allowed third
part. exports of a wide range of com-
madities including those in engineearing,
chemicals, electronics, and jute sector.
The exports are o be made only to

gener.al currency areas, Exporters were
also informed in June that their CCS

pPayments will be made in August as

the government has now out of the
funds in the vote on account. On indiv-
idual items while dyestuff exports in
1990—91 was Rs. 506 crores against
the target of Rs. 876 crores, engineer-
ing export recorded a rise of 46 per cent
in the first month, Aprif of 1991—92,
giving rise to hope that the year's
target noted above will be met.

Aid and loans

Towards end of June, World Bank
made a loan of $458 million towards
the §$3.18 billion project to stop the
flaring * of Bombay High gas which
flares 12 million cubic metres of ass-
ociated gas a day. The World Bank
extended a loan of SDR 100 million for
the Narmada project. In June, Japan
made a loan of $150 to cover refinance
extended by Small Industries Develo-
pment Bank for development of small
industries included in india and Japan,
agreement on three loan agreements for
$410 million for Anpara power trans-
mission and small industries. UK made
two grants of Rs. 40 crores to finance
slum improvement in Calcutta and Rs. 50
crores for slum improvement in Vijay-
awada. It made a loan of 30 million
as short term balance of payment
assistance.  Switzerland is to provide
a loan of Rs. 140 crores for import of
capital goods and services from Switzer-
tand, A UNDP report on human develo-
pment states that it is political will
that is lacking in industrial countries and
not financial resources to promote aid
and loans to the Third World countries.
A RBI study shows that dollar deposits
under foreign currency non residents
(FCNR) and non resident external rupee
(NREP) accounts referred to in the
previous section, were pledged as
Security for bank advances abroad,
rose during 1985--88, 81 per cent of
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dollar deposits and 84 per cent of
pound sterling deposits were with
interest rate of 9 per cent: in the
case of NREP 62 per cent of deposits
were with 12 per cent interest rate
and 25 per cent with 10—11 per cent
interest rates. This is high cost money
as noted earlier. The World Bank
condition of written assures for making
loans for power projects has been
referred to earlier, The {MF (oan to
which reference was made searlier,
official circles feel will have to be under
its structural adjustment facility for
upto $7 billion. The exact amount will
soon be known when parliaments meet
in early July. According to the World
Bank, India’s external debt rose by
$8.45 billion in 1990 to $70.953,
making it the third most indebted
country after Brazil and Mexico.

International

World Economy

IMF in its ‘World Economic Outlook
1995" expects continued structural
reform in india and other South Asian
countries, where it states slippages in
policy implementation led to intensified
price pressure. Its statistics show that
GDP in India rose by 9.7 per cent in
1988, 5 per cent in 1989 and 4 per
cent in 1990. Inflation in India rose
by 8.6 per cent in 1988, 7.9 per cent
in 1989 and 9.1 per cent in 1990,
and in Pakistan by 8.4 per centin 1988
2 per cent in 1989, 10.6 per cent in
1991, In industrial countries inflation
will increase in 1991 due to rise in
oil prices. The medium term growth
for global economic growth have deteri-
orated since the October 1980, Worid
Economic Outlook, slowing from 3.25
per cent in 1989 to 2 per cent in.

1990 and down to 1.26 per cent in



1991, due to recession in industriaj
countries, decline in output in West
Asia, East Europe and USSR. With
recovery in some major industrial
countries in 1991, and successful im-
plementation of stabilisation policies
and structural reform in developing
countries, world growth should jrebound
in 1992, This is also be reflected in
world trade falling from 7 per centin
1985 to 2.5 per cent in 1991, rising
to 5,5 per cent in 1992. This global
analysis has little relevance to India
except in regard to the sectors pertai-
ning to India. Another IMF staff study
points out that domestic and external
debts are closely linked in the Third
World countries and should be studied
together. Another report, the 61st
annual report of the Bank for Inter-
national Settlements raises doubts about
the IMF forecast that there will be an
upswing in 1992 in countries now in
recession before the recession spreads
to the countries where demand is still
strong. The answer is probably yes,
In the developing countries, there is
no interest in business cycles because
their economies are managed by govern-
ments. But the recession and business
cycle in industrial countries will affect
the developing countries because the
demand for their products will fall.
So the report concludes that business
cycles are relevant to their governments
and central banks which should learn
te manage the effects on them of the
business cycle. The report emphasis
the importance of supply and demand
policies to counter business cycles,
particular demand management which
has implications for the world economy,
It calls upon the industrial countries
to join in efforts to alleviate poverty
in poor countries and help create viable
economies in these countries. For 9 years
most efforts have been directed towards
moving out of the impasse of the debt
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crisis, There is need to go beyond the
rescheduling of debt and debt service
reduction to help the countries deal with
alleviating poverty and raising their GDP
and living levels This is a hopeful note
coming as it does from the Bank of
International Settlements. The Japan
centre of informationa! finance in a
report states that there will be a $30
billion capital shortfall in the world
economy this year and will continue into
1992—-93 at $25 billion in capital being
needed. Ofcourse as usual the major
burden of the shortfall will be on the
developing countries, where flow of
capital into their economies will taper
off. This is contrary to the BIS plan and
is a good advance warning for action by

the industrial countries towards the
developing ones.

IFC

World Bank President was at long last
able to announce at June end that the
capital of the International Finance
Corporation will be increased from $1.3
billion to 2.3 billion. The US which had
blocked this 1 billion increase of the IFC
capital because it wanted the World
Bank to increase its loans to the private
enterprises, was finally forced to with-
draw its objection by the unanimous
decision of the IFC Board,

SAARC Chamber of Commerce

In June the Chamber of Commerce of
the SAARC countries at a meeting in
March joined together to form the
SAARC Chamber of Commerce and Indu-
stry to promote and foster regional
economic cooperation. This is an
important development which may give
some life and direction to the slow
developing intergovernmental body—

SAARC. Itis to be regretted that India
and Sri Lanka did not send a represen-
tative from their Chambers to the meeting
and were represented by their diplomats.
Why was this? Was not enough time
given to the Chambers of Commerce to
prepare for this important meeting? The
headquarters of the SAARC chambers has
been established in Pakistan. Both India

* ]
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and Nepal chambers offered to host the
meeting. That shows their Keeness
in the project which should have been
used to get a really representative
meeting organised at which actual
programmes for information exchange
and joint action could have been
decided.

Il Agricultural Development in Tamil Nadu

Paddy and other crops

In June, the farmers profited from the
pre monsoon and monsoon rains to
begin dry ploughing to prepare the land
for the paddy crop. Thaose with filter
points are raising nurseries, By mid June
farmers in Thanjavur-have transplanted
kuruvai paddy in 10,000 acres ‘and
kuruvai nurseries have been raised in
3000 acres, which they will use for
planting in 30,000 acres. The farmers in
Periyar district are using the Rs. 14 lakh
allotted to them by the union govern-
ment under integrated rice production
development schems; which helps
farmers in 10 districts and is' now
extended to Ramanathapuram, Pasumpon

Thevar Thirumaganar district in addition-

to Perivar. The farmers are using all
the favourable weather factors inclu-
ding the satisfactory water storage
both in the Periyar and Vaigai dams
believe the usual paddy production
can be ‘achieved as in 1990-91 when
paddy coverage in the district was
22,840 hectares producing 1,50.697
tonnes of paddy. The major develop-
ment in June for the farmers in the
interim award of the cauvery tribunal
which is to take effect from July 1

. with the release to Mettur from Karna-

taka to be regulated on a weekly
basis as follows in tmcft: June -10.16,
July 42,76, ‘August 54,72, September
29.36, QOctober 30.17, November 16.05,
December 10.37, January 2.51, February
2,17, March 2.4, April'{2.32 and May
2,01, with for each month. the releases
to be made in 4 months in 4 equal
instalments. If in a particular week it
is not possible to release. the required,
quantum, the deficit is to be made.in-
the subsequent week. If this awaid
goes into effect in July of the; year,
the delta farmers, after a decade, will
be able to take up kuruvai cultivation
over the usual large area of 12 lakh
hectares. But Karnataka is talking about
appealing for a revision of the decision
by the Tribunal, and if necessary by
the Supreme Court on the grounds
that the data on which the -award was
made is wrong and -Karnataka does
not have 205 tmcft water to spare.
its Chief Minister has asked the union
government not to act on the Tribunal
verdict until he hears from him. If
this happens it is doubtful, when the
award will benefit the farmers. Mean-
while the farmers are awaiting the
decision on the release of the water
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from Mettur, for which the traditional
date of June 12 is now well past.
The government reports that it has
procured from paddy farmers 11 lakh
tonnes in 1990-91 against the 12
lakh tonnes last year. The state’s
rice buffer is 6.75 lakh tonnes and
with the union grant of 75,000 tonnes
a month, the PDS is in a comfortable
position.

Research results

Of the 25 research repoits recorded in
June the largest. & in number is in
regard to rice and can all be used
by the paddy farmer straightaway: using

subabul as leat manure increases rice -

yield by 25 per cent and reduces the cost
and dosage of the nitrogen fertilisers
used as the agricultural college research
station in Madurai demonstrates: the
Madras station also shows that growing
a legume green manure also before
paddy improves its productivity: 1ARI
New Delhi supports this conclusion
showing that it increases the supply
of both nitrogen and phosphorous on
tropical legume supply tothe paddy
field and plant: the rice research station
Tirunelveli warns paddy farmers that the
ragged stunt disease, a recent three
pronged disease must be identified at the
early stages of the paddy plant and che-
cked with dimethvate : TNAU research
shows that given the high cost and
shortage of chemical nitrogen fertilisers,
the paddy farmer should use bio ferti-
lisers, like free living and symbiotic form
of nitrogen fixers associated with
azospinilum which results in 6 to 9 per
cent higher growth yield : finally APAU
has developed a new high vyielding rice
variety, MTU 2067 which is also resistant
to brown hopper and can he used by
farmers in double cropped areas of

Thanjavur and Tiruchi. Second, a series
of research results to counter plant
diseases are reported: from APAU,
Ponnu, which shows that farmers can

control root knot nematodes by use of
decompasable

. organic matter, crop
rotation and the burning of dried
crop residues or paddy turnover

the soil surface: the national pulses
research centre Vembar shows that
yellow mosaic, the ravaging diseases of
green gram, horsegram, red gram, black
gram and soyabeans can be controlled
by gram growing farmers by timely
removal and distribution of diseased
plants, using a short duration variety of
black gram vemba |, and growing various
crops like sorghum, maize or pearl
millets : the horticultural research station
Ballampalli states that the foot rot of
castor should be detected and controlled
at the start by preventing water logging
and soil drenching with chemicals: the
Vridachalam research station states that
the rhinoceres bestle of coconut can be
controlled by growing and using a
fungus which checks and paralyses the
pest: 1ARI reports that the rice bran plant
hopper can be controlled and wiped out
by use of broad spectrum of insecticides
and for this it proposes training farmers
to recognise such friendly insects. A
third group of results which can be
transterred to sugarcane farmers comes
from the Agricultural college, Kumulin
which advises him to use nitrogen,
moisture and reduced sugar eontent to
produce more generation: similarly the
TNAU station Cuddalore shows that
packing the ridges of the cane crop after
planting with sugarcane trash (dried
leaves) upto 10 cm check weeds, conse-
rves soil moisture, keeps the early shoot
borer away and improves cane quality,
Finally fcr the animal husbandry farmer,
the Madras Veterinary College lays down
3 guidelines——feeding on Vitamin D, low

intake of calcium and phosphorous and
inadequate milking as a means of
checking milk feverin cows: similarly
the Krishi Vigyan Kendra in Kattupakkam

"advises him that bovine sumafotroppin

(PST), a cattle grown hormone which
is produced in its pitutary gland
improves the efficency of the miich
animal, reduces its cast and increases
its milk yield: the animal health centres:
Nizamabad shows that blue tongus which
is an infectious, non contagicus, viral
disease of sheep can be controlled by
preventing starvation, dehydration and
secondary infection and above all
through vector control plus vaccination.

Tea

The basic dilemma in tea is that the
rate of increase of the consumption in
the country far outstrips the annual
production increase. For 1990, it is
estimated that tea production will be
between 710 and 730 miilion kg and
domaestic consumption 515 million kg,
leaving an export surplus of 195 to 215
million kgs. Not only is domestic
consumption rising fast: in 1947
domestic consumption was 79 million
kg out of total production of 255 million
kg (31 per cent) in 1988 domestic
consumption rose to 479 million kg out
of 710 million kg production (68 per
cent): the surplus is being exported
increasingly to non free foreign exchange
area: in 1989, 40 par cent was exported
to free foreign exchange area. in 1990
it has declined to 34 per cent, at a
time when the country wants increasing
foreign exchange resources. Further
branded tea which was 34 per cent of
exports to the free foreign exchange
area has fallen to 26 per cent in 1990.
Under these conditions, it is urgent
that tea production which is stagnant

3
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at 1650 kg per hectare should be rapidly
raised by a) an accelerated programme
of replanting tea bushes, b) all tea
planters adopting the high yielding clone
of tea TV29 with a yield of 9500 kg,
Second there should be an intensive
publicit'y drive, which does not. exist
today, to replace tea consumption l.>y
coffee, particularly in the North. In this,
the lower capitalisation of tea gardens
vis a vis other industries has been o.f h.elp
in a substantial reduction of repatnan.on
of foreign exchange from the sterling
companies. The tea industry request
for lowering interest rates on export
credit, repayment of loans and waiver
of current restiiction, freezing cash
credit to avoid loss of exports might
be given consideration by the govern-
ment as short term palliatives to promote
exports.

Rubber

Rubber production in 1990-91 rose
to a record 330,000 tonnes against
the previous year's 297,000 tonnes and
the VII Plan average of 260,000
tonnes. What is encouraging in this
record production for 1990-91 is that
the per hectare yield has risen to
1075 kg from the previous year’s 1029 kg
and the VII Plan average .of 900 kg.
Among reasons for this expanded
production is the fact that the Rubber
Board’s. programme to encourage and
promote new planting and replanting
in traditional and non traditional regions
of the country, under its plantation
development programme is now catching
up as seen in the increased numbers
(1.5 lakh beneficiaries) and disbursal
of cash subsidy (Rs. 12.36 crores)
among the planters.
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Il Industrial Development in Tamil Nadu

Industrialisation

June recorded the usual pluses and

minuses with regard to the industrialisa-
tion of the state.

The first positive indication was the
reiteration in the new state govern-
ment Chief Minister's declaration that it
has under consideration Proposals for
deinvestment of some public sector units.
The two limitations to this declaration
is that it is restricted to profit earning
joint sector units, while the loss making
joint sector units are to be improved and
rehabilitated. Here there is no either or.
The disinvestment should include loss
making public and joint sector units. A
second limitation is that the reference is
to serving such disinvestment as a means
‘to overcome the financial difficulties’ of
the government. This is necessary but
the main motivation should be the fact
that the government -and its staff has no
competence in the industrial and business
tield. Second, TIDCO announces that 6
new projects in the joint or associate
gector with a capital of Rs. 184 crores
are being planned—the biggest being the
Rs. 75 crores aluminium rolled product
plant with a capacity of 25,000 tonnes
located in Thanjavur, followed by the

co-promoted Chemicals and Plastics India.

(Rs. 50 crores) for the production of its

corosulanes and 'silicone components

at Dharmapuri, besides! heavy mineral

separation with Indian Rare Earth (Rs, 40

¢roresf at Chidambaram district, a tech:

nocrat project” to ‘produce intravehous.

fluids {Rs. 9 crores) and also a techno-

crat project to produce VP latex in.

South Arcot (Rs. %0 crores). These are
in addition to the four units being
commissioned this year—Sargam Alumi-
nium in Hosur (Bs. 11 crores), Tamil
Nadu Telecom (Rs. 28.5 crores) at
Arkonam, Ushstate Biotech (Rs. 44
crores) at Cuddalore and the Ajna Lamps

and Glass Works. Third, and importantly
a8 much need pig iron plant (Rs. 100
crores) is being set up in the joint sector
by TIDCO and Lakshmi Machine Works,
Coimbatore. The first such plant in the
state, it will have a capacity of 180,000
ton_nes and the private sector collabo-
ration is a guarantee of its success from
the' start. Fourth, the Ampattur Indy-
strial Estate has exceeded Rs. 1000
crores in its turnover this year,” This
should be followed up by establishing
machinery for assembling data from the
small scale industries whose annual
turnover has been reported at Rs. 300
to Rs. 400 crores as a guess work
Related and more important is the movr;
by the small scale sector industries
to take an important step in self help
by' forming 3 corporative  ynder-
taking called the Small Industries
Product  Promotion Corporation  Ltd
(SIPPOL) o deal with their perennial
problem of marketing and promote their

Products within and outside the country,

Fifth, an exclusive
estate is taking shape in the setting apart
of 52 plots far garment manufacturers in
the Kakkallur industrial estate, It has al|
the infrastructural facilities of power
water supply and sewage and now needs';
8 rai,lwayl station.
nmpc!::rtant ‘ ﬁatidnally aslgarments is.one
of our thrust areas in export, Sixth,
relatedly Madura Coats reports exceeding
working results for 1990191 and wijj
be investing more on production faéilities
for yarn, thread work, wear and
shirting this year. Last year jts exports
increased by 19 per centto Rs. 64.01
crores.  Seventh, Spencers whose
turnover crossed Rs 1(Q crores in

1990-91 is now expanding its pharma-
ceuticals division and its liquor market
network. Eighth Real Madras Hand
kerchigf is also booming “in exports
expanding from Rs, 13 crores in 1989.90

garment industrial

This estate is also

to Rs 26. crores in 1990-91 Its sol
consumers are in Nigeria. Ninth, Penta-
four Products engaged in the manu-
facture of arange of sophisticated pro-
ducts such as air conditioners not only
for homes and offices but also for cars.
buses and trains plans a -turnover of
Rs. 15 crores for the current year. Its
expertise has been invited by a West
Asia industrial group to set up a manu-
facturing base in that country. Ten:h,
Tube investments International is delin-
king its stakes in Tl India from 27.13
percent to 11 per cent. This means a
disinvestment of 10,90,410 shares by
the parent company in favour of the
existing resident share holders in the
ratio of two shares for every one,
Elsventh, EID Parry is expinding its
Rs. 210 crores operation by taking over
Rajasthan based Falcon Gulf Ceramics.
This will make EID Parry which has
bscome a South Indian firm now an alf
India company with its manufacture of
sanitaryware in the North and West
India. Twelfth, SPIC which has recently
taken over the sick Tuticorin Alkali
Chemicals (TAC)-see last issue has
applied for exemption from 40B of the
listing agreement in order to make an
open offer to shareholders. On this,
SEBl and the Madras Stock Exchange
should support it to back up its take
over of the sick TAC. Thirteanth, Rane
Madras is extending to foreign market
by entering into a contract with Massey
Ferguson (UK) an original equipment
manufacturer. This will also help it to
raise its share of exports to 5 per cent of
sale and guard against the future loss of
its domestic monopoly for manufacture of
certain types of equipment. Fourteenth,
the Kothari (HC) groups scheme to
develop India’s second PNCB/ONCB
project in Karaikal will go on stream .by
1991 end. It has technical collaboration
with Switzerland and West Germany.
Fifteenth, Tamil Nadu Newsprint and

Papers Ltd (TNPL) has recorded an
impressive growth in both items of
production and profits. It is doubling
its capacity from 90,000 tonnes to 1.8
lakh tonnes within the next 36 months
at a cost of Rs, 360 crores.  Its bagasse
route for paper manufacture is of both
national and international interest.
Sixteenth, India Cements has finalised
plans to take one of the oldest units
in the state, the Tirunelveli based
sick unit, Industrial Chemicals and
Monomers Ltd (ICML). ICML is a BIFR
case manufacturing calcium carbides. It
has been closed for 2 years. Now India
Cements is planning to modernise the
plant and streamline its working at a cost
of Rs. 3.5 crores to Rs. 4 crores.
Seventeenth, Tamil Nadu Minerals
(TAMIN) which is .one of the very few
state public sector enterprises doing
well, is setting up a Rs. 5 crore 100 per
cent export operated granite tile plant
in Madras, expanding also its facilities at
Ennore where it is installing circular
saws for monument making and also
adding gang saws, Finally, the Tiruppur
Export Association in cooperation with
wool and Woolen Export Promotion
Council is launching a knit wear develo-
pment industry on a massive scale in the
state. 25 export units are being started
now to be followed next year by a
further 35 units which together will be
exporting Rs. 200 crores of knitwear.

On the negative side of the industrial
development of the state, first
after a long drawn out battle BIFR has
ordered the closure of MALCO. The
plant itself is in excellent working
condition, but with its small installed
capacity of 25,000 tonnes compared to
NALCO’s 2.18 lakh tonnes, it really has
no future. So its closing is a negative
external factor but is positive in contrast
to its state take over. Second, MRTP
has launched an enquiry into the



alleged restrictive trade practices indu-
Iged by the Reliance Industries in concert
with Tamil Nadu Petro Products (TPPL)
in fixing the price of linear allkyl bene-
zene which was Rs. 23,000 and after
one month Reliance followed suit, next
Reliance raised the price to Rs. 27,000
on August 9, 1989 and after 3 days
TPPL followed suit. Then on November
4, 1990 TPPL raised the price to
Rs. 30,000 and after 2 days Reliance
followed fixing the price at Rs. 30,250,
The Tamil Nadu Small Scale Soap and
Detergents Manufacturers Association
which made the complaint points out
that the cost of production of LAB for
TPPL is Rs. 2000 more than for Reliance
but both have raised the price to the
same level and the large profits being
made by TPPL shows that the price is
excessive. IPC which also makes LAB
has a lower cost and charges less. On
the positive side TPPL is setting up a
Rs. 94 crore captive caustic soda unit at
Uthamacholapuram in Thanjavur district.
Third, Sugar mills in the state might be
forced to stop crushing operations if the
union government does not allow the
export of molasses, which is accumu-
lating in big quantities (4.5 lakh tonnes
during the current 1991—92 season).
The storage of molasses by the
mills has become a problem, their
storage tanks are overflowing and excess
molasses are being let into kutcha pits,
which pose serious environmental hazard.
Now with the decision of the govern-
ment to close cheap liquor shops, the
offtake of molasses will be decreasing
further. The state government recom-
mended the export of 10,000 tonnes
of molasses 3 months ago but the
union government wants its export of
value added product and not the raw
material. This absurd situation must

be solved by allowing the industry to

* *
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export surplus molasses. Fourth, the
Tanners in the state are facing a
serious financial crunch, following stock-
piling of El tanned goat skin. There
are 3 options facing the union commerce
ministry : ask leather product manufac-
turers to clear the stock, arriving by
June to 40 to 50 lakh pieces worth
Rs. 40 to Rs 50 crores : or instruct STC
to buy the accumulated goat skins
for sale to product manufacturers
or allow export of E! tanned leathers
for which there is a ready demand in
Japan, ltaly and other countries. The
situation is similar in buff calf |eather
and special leathers like terra cotta.
Fifth, Binny which is embroiled in a
long drawn out labour dispute is really
a loss making unit, if the balance
sheet is read along with the accompan-
ying notes, which should be done
Though the audited statements shovs;
cash profits, the company’s net worth
is in the negative, its accumulated
losses amounted to Rs. 56 crares as
at March 31, 1990 as against its paid
up capital of Rs. 706 crores. It is
selling its real estate to cover its
losses and is constantly revising the
real estate value. All this is being done
to prevent the company from
fjeclared sick. Finally, the gold refinery
in Madras which was set up in October
1989 has now been closed without any
explanation, causing a deal of ditficulties
tp local jewellers who cannot now
find means of refining or assaying
the metal without undertaking the
heavy cost, 1isk and travel to the
Bombay mint. Possibly this may be an
occasion for reviewing the system of

placing gold refineries under the control
of mint.

being

IV Education,

Educational Reforms

In June the High School and Higher
Secondary School results were published.
It was found that the top ranks are
secured in all the examination by girls
and that students from the mofus.sil
do better than those from the major
cities. At the university level. the state
government announced that it has
approved 13 more self financing arts
and science colleges. UGC has circulated
all states about some 21 fake univer-
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Science & Health

sities and warning students and parents -

not to be taken in by their advertise-
ments. It has also proposed to govern-
ment to amend the UGC Act so as io
make the starting of these faks univer-
sities a congnizable ofence and puni-

shable by imprisonment. UGC has

sought an increase of Rs. 605 crores
in the Plan outlay at Rs. 200 crores,
to revise the assistance pattern for
the allotment to universities as also to
discourage the starting of new colleges.
{t has also dicided to discourage the
setting up of new departments in these
universities during the VI! Plan and
instead will finance projects for the
growth of infrastructural facilities in the
existing post graduate departments, This
has been drawn up to meet the financial
constraints of the VIll plan. There are
now 100 autonomous colleges under
UGC which will discourage the growth
of colleges without adequate infrastruc-
tural facilities. In a major effort to prom-
ote university-industry interaction, Anna
University is floating a novel scheme
called ‘own your university”’. Under
the scheme, the university will induct
industrial units as associate member on
payment of a nominal amount, and
offer in return a host of services, in-
cluding laboratory testing facilities at
its campus in the city. This will help
to forge strong bonds between tha

university and
benefit.

industry for mutual

Literacy

In the literacy field, there are two
somewhat contradictory developments.
On the one hand, foliowing the 100
per cent literacy achievements of Kerala
(see Vol XX| p240), the Burdwan district
in West Bengal and the Durgh district
in Madhya Pradesh have now launched
on a programme of attaining 100 per
cent literacy by the end of the current
yeat. On the other hand, Unesco in
a report recently released says that the
twin goals of basic education for al
and eradication of illiteracy will not be
attained by 2000 because of the numbe;
of children in developing countries nof
attending school, numbering 4 millior
(19 per cent) in Eastern Asia anc
Oceania, to 52 million (39 per cent
in South Asia 38 million (49 per cent
in sub Sahara Africa, 9 million (30 pe
cent) in Arab states and 8 milliot
(18 per cent) in Latin America and th
Carribbean. The two reports are no
really contradictory because they shov
the need for the kind of intensiv
effort being undertaken by Burdwai
and Bhopal.

Science

The National [nformatics Centre i
expanding its computer network to cove
every village within “bicycling distance
The network will cover 58,000 develog
ment blocks, each of which has abot
100 villages clustered around it withi
a radius of 12 kms. Currently 45 dis
tricts are linked to store, exchange an
access information needed for offici
scientific decision making. The netwoi
played a crucial role during the recer
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elections by helping move messages
and election results between different
constituencies and Delhi. NICNET made
poll news live. The worlds’ first hybrid
pigeon pea plant developed by the
scientists at ICRISAT, Hyderabad has
been released. This is a technological
breakthrough as this is the first time,
that the hybrid of a pulse crop has
been developed.

Health

A working group of the Planning
Commission has called attention to the
distortions to the family planning pro-
grammes caused by the ‘tyranny of
targets’’. It has suggested instead a
holistic approach to the whole issue of
servicing the health care of identified

* *

mothers and children. According to the
working group, the 4 states of Bihar,
MP, Rajasthan and UP which constitute
about 40 per cent of India‘'s population
have crude birth rate, crude death rate,
IMR at levels for higher than the
national average. There is need for a
well coordinated strategy to harmonise
and accelerate different programmes
beyond family planning including the
empowerment of women. This would
remove the obsession with numbers
which has led to virtual obiliteration
of the person whom those numberts
represent. This also calls for a complete
transformation of the attention of both
workers and their superiors towards the
targets and to turn their attention to
the reality of health care activities of
mother and children.

* *

V Employment and Labour Relations

The latest data on job seekers which is an alarming 34 million plus by
the employment exchanges is set forth below -

Percentage increase
(+)/decrease(—) over -

August July August  Previous Corresponding
1989 1990 1990 month month of the
(Col.4/ last year
col. 3.)  (Col.4/Col.2)
1 2 4 5 6
1. Registrations 814,871 801,368 607,334 (—)24.2 (—)25.5
2. Applicants on the live
register at the end of
month (000s) 32,127 34,098 34,286 (+) 0.6 (+)6. 7
3. Vacancies notified
for submission 59,935 45,130 45,226 (+) 0.2 (=)24.5
4, Placements effected 22,452 18,677 18,466 (—)na (—) 17.8
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Employment Service Statistics During August 1990

State/Union No of No.of No.of No.of No.of
Territory Exchanges registrations applicants applicants vacancies
"7 attheend during the placed in on the live notified
of the month employment register at the during
month during the the end of the the month
month month(000s)
1 2 3 4 5 6
Andhra Pradesh 30 39,210 1,339 2,837 5,047
Arunachal Pradesh 1 134 — 5 61
Assam 49 16,273 243 1,000 612
Bihar 58 77,826 378 3,305 591
Goa 1 - — 88 —
Gujarat 36 15,137 1,162 959 2,541
Haryana 85 19,716 851 579 1,629
Himachal Pradesh 13 3,266 256 452 181
Jammu & Kashmir 14 1,542 68 108 262
Karnataka’ 31 26,165 543 1,206 1,298 7
Kerala 39 17.811 969 3,352 1,873
Madhya Pradesh 55 38,194 946 2,055 1,716
Maharashtra - 38 72,606 3.454 3,075 7,144
Manipur 712 3 203 13
Meghalaya 603 4 24 68
Mizoram 3 862 139 41 268
Nagaland 7 456 1 21 84
Orissa 20 17,246 600 - 877 1,208
Punjab 40 16,751 592 622 2.779
Rajasthan 28 19,006 587 946 gfs
Tamil Nadu 30 62661 2561 3,208  7.345
Tripura 4 1,415 223 156 30
Uttar Pradesh 79 76,365 1,407 3,140 4,044
West Bengal ‘ 68 63,216 637 4,737 t.528
Andaman & Nicobar o S
Islands 1 377 35 16 g
Chandigarh 1 2,631 43 156 12127
Dadra & Nagar Haveli 1 —_ — .2 , ,..>
Delhi 17 13,573 1,341 832 . . 2.B17. .+
Daman'& Diu “ 2  il S e - IR ,
— — B R

Lakshadweép‘
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Pondicherry 1 3,680 57 120 330
Central Employment

Exchanges — —_ — — 175
Total . 769 607,334 18,406 34,286 45,226

Source: Directorate General of Employment and Training, New Delhi

The labour ministry sets forth quite
an impressive programme of work on
the conditions of workers ahead of
Patliament. These include the labour
participation in management bill and
the Construction Workers Act both
before Parliament. The ministry states
that it has completed the exercise for

the introduction of an agricultural
workets bill intended to safeguard the
interests of farm labour. A meeting of
the Indian labour conference is planned
to consider a new industrial relations
bill which will replace the earlier draft
which met with stiff opposition.

Vi. Other Itemé

NIRD

The annual interdisciplinary workshop
organised by MIDS and the regional
office of ICSSR was held at the
Nationa!l Institute of Rural Development,
Hyderabad. [t was attended by 25
specialists from all over India and
included social, engineering and physica)
scientists on the issues of safeguarding
the environment. The declaration emana-
ting from the workshop is reported in
this issue. The National Institute is
located in a very attractive campus
some 10 kms away from Hyderabad
city. Its infrastructure is most impies-
sive as is its staff specialisation in
all the areas of rural development.
It is an outstanding research

and
training institute,

SRC and TNBCE

The two monthly meeting of the
State Resource Centre was held in
early June when besides reviewing of
the work of the Institute, the report
on the evaluation of the Mass pro-
gramme of Functional literacy being

run by 8 universities out of the 14 univer-
sities in the state was reviewed in
detail. It was noted that the pro-
gramme has many lacunae and that
there was an agreed recommendation
that adult literacy should be made
part of the curiculum. This was
accepted. There was a meeting of the
exect'ntive committee of TNBCE (both
meetings which were scheduled at the
end of May had to be postponed to
the following week because of the
assassination of Rajiv Gandhi). The
executive committee spend most of its
time planning for the Annual Conference
of SRC and TNBCE to be held in
October in Vridachalam on the theme
Total Literacy and the Mass Programme
of Functional Literacy. The d:tailed

programme is being drawn up by the
office.

RD1

There was the quarterly meeting of
th.e Board of Directors of Reader's
Digest, India in June.

After reviewing
the good and successf

ul work of RDI,

the meeting of all the language editors
in the US at which RD policy was
discussed, with the US taking the
leadership in determining its contents.
This was followed by a report on a
meeting in Finland on the marketing
of publications and the means of
extending and strengthening them,
The financial position of RDI was
reviewed and its satisfactory nature
was noted.

i1c

There was a meeting of the monthly
pane! of the Economic Affairs Group of
the India International Centre which
dealt with India’s contribution to inter-
national economic relations. There was
a review of India's foreign trade and
the need to move towards a position
of equilibrium in exports and imports and
the balance of trade, There was also
a review of aid and it was suggested
that the country’s reliance on foreign
aid which is really a series of bilateral
loans should be gradually reduced.
There was aiso a discussion of India’s
participation in international economic
bodies like GATT, UNCTAD and the
World Bank and ADB and there was
the feeling that India’s role in these
bodies should be taken much more
seriously,

MANAR

There was a meeting of the Madras
Committee of the Mass Programme for
National Regeneration (MANAR). It
devoted itself mainly to preparing for
the meeting of the Vice Chancellors
and Principals of autonomous colleges
of the states in early July. The basic
purpose of this meeting was noted, the
agenda of the meeting was also dis-
cussed and agreed to. It would be a
pusiness like meeting, mainly devoted
to a statement of the Vice Chancellors
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and principals who are able to commit
themselves to this programme, which
makes Adult literacy and other nation
building activities part of the curriculum,

Human Development

There was a very interesting sym-
posium organised by AIR on human
development in the Indian perspectives.
There was agreement that a distinction
should be made between human develop-
ment in India which is essentially
based on the Indian value of Satya
and Ahimsa which are being deprived
today and so contributing to inhuman
development, and human resource
development which is an instrument of
human development based an the stated
values. There are 3 thrust areas to
promote human resource development-
education particularly primary and liter-
acy education, health care seen as a
state of well being of the person and
not simply absence of disease, with
particular emphasis of the health of
women and infants. The long distances
which India has to travel in both these
areas, human development and human
resource development was noted.

July Development Seminar

The paper for the July Development
Seminar - Notes on Tamil Nadu: An
Economic Appraisal 1989, presented by
Malcolm S. Adiseshiah, together with
a summary of the discussion on the
paper at the seminar presided by Mr,
Inbasagaran, Member Secretary, State

Planning Commission, appears as the
first article.

Second Article

The concluding Declaration on Mana-
gement of Renewable Energy Resources
at the Inter disciplinary Research Metho-
dology Workshop held at NIRD,
Hyderabad appears as the second article.



MIDS News

Dr. Paul Appasamy prepared a back-
ground paper and participated in the
Workshop on Monitoring and Evaluation
of the National Watershed Development
Programme for Rainfed Areas, organised
by National Centre for Management of
Agricultural Extension, Hyderabad from
8-12th July, 1991,

* * * » *

Mr. S. Guhan participated in a seminar
on the Budget organised by the Indian
Economic Association Trust at the Uni-
versity of Madras held on 22nd July.

He also delivered a talk on the Union
Budget for 1991-92 at the Bharathidasan
Institute of Management, Tiruchirapalli
on 7th August.. '

% * * * Y

Dr. A, Vaidyanathan participated in a
seminar on the Budget organised by the
Indian Economic Association Trust at the
University of Madras held on 22nd July,

* % * * *

.Dr. Nasir Tyabji attended a discussion
organised by the School of Social Scjen-
ces, Indira Gandhi National Open Uni-
versity, on the Public Administration
Component of the Bachelor's Degree
Programme, held in New Dethi on 25th
July.

* * * * *

Dr. S. Neelakantan acted as an Exter-
nal Examiner for a Ph.D. Viva Examina-

tion on 19th July at Centre for New
International Economic Order, Madras.

He also served as a member of the
panel of USIS Worldnet Dialogue on
“Markets and Planning in Developing
Economies’ on 7th August.

* * * * *

Dr. Padrpini Swaminathan was a panal
member for a discussion centred round
the’ Budge.t and the Industrial Policy
organised by the Loyola Institute of

Business Management on 3rd August at
Loyola College.

% : * < * *

A special seminar on *Union Budget
and the Economy" jointly sponsored by
Madras Institute of Development Studies
aer Madras University School of Econo-
mics was held on Saturday, 10th August,

1991 i.n the: Seminar room. Dr. Malcolm
S. Adiseshiah chaired the session and
Mr. 'S. Guhan presented an Overview.

In the first session Mr.

. K. R. Ram i,
Tax Expert initiated di ooen

scussions about

hew tax proposals and their impact. in

the second. session Dr. S.V. Bokil of
Institute for Financial Maﬁagement and
Research initiated discussion about ex-
ternal economic transactions and budget,

In the post lunch third session Br. U,
S.ankarbof University of Madras init‘ia.ted.
discussions about fiscal deficit and macro’
ecorlomic implications. In the valedictory
zissiiiopf Dvr. ‘;C. T. Kurien initiated dis-
b,ung?. on ?Ehe‘ general impapt ‘of the

July Dsvelopment Seminar

Some Comments on Tamil Nadu:

by

An Economic Appraisal 1989

Malcolm S. Adiseshiah
Hony. Fellow, M.1.D,S.

Prolegomena

In this prefatory section, some broad
as well as specific issues are raised :

The first is the traditional issue,
traditional in the sense that | have raised
the question since 1979-80, of the
timing of this publication—Tamil Nadu
Economic Appraisal 1989, which really
deals with the financial year 1988—89.
The document in its preface refers to 11
July 1990, as its date of publication,
and has actually been sent to the
Institute on 13 May 1991. Of what use
is the document, which’ ends its appraisal
of the state’s economy as at 31 March
1989, which is received 15 months
later on 11 July 1990 (officially) but in
the reality 26 months later. Who is this
document addressed to? It has been
suggested that like the union govern-
ment’s annual economic survey which
is made available to Members of
Parliament just before the presentation
of the Annual Budget, the state’s
economic appraisal should be in the
hands of the members of the legisiature

at the time of the presentation by the
government of the Annual budget.
The Annual budget for 1988-89 was
presented and discussed in Parliament
on March 1988 while this valuable
aid for its . analysis and discussion,
the Tamil Nadu Economic Appraisal
for the year was made available more
than 2 vyears later, This issue was
discussed by the State Planning Com-
mission at its meeting in May 13991
and its -recommendation is that to
prevent this document becoming an
archival material which it is now, it
should be made part of the budget
document, which will then give its
drafter's a deadline for the document and
will receive all the needed priority for
printing and processing by the govern-
ment press, as the other budget
documents do. This may involve the
drafters of this document becoming part
of the Department of Finance.

A second issue, which is somewhat
specific is that the source of statistical
tables set forth in Part I should be
more fully speit out. Too many of the
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Unemployment and Population movement

Using data from NSS's fourth quin-
quennial survey, it may be noted that
there is some reduction in Unemploy-
ment except for the wusual status
workers reported in 1987-88 (which is
the 43rd round) as compared to 1982-83
(which is the 38th round). The total
labour force employment (prinicipal
status) in Tamil Nadu was 24.2 million

percentage of unemployed of the labour
force between the 3 rounds, using the
census classification of usuyal status
(usually employed) unemployed, current
weekly status (employed) unemployed
On an average weekly basis, and
current daily status (employed/unemplo-
yed on an average daily basis) and
further distinguishes between 'the

rural
in 1987-88. The table below gives the and urban unemployed.
TABLE—I
Rural 1982-83 1987-88
Tamil Nadu All India Tamil Nadu All India
M F M F M F M F
Usual Status 3.3 2.9 2.1 1.4 4.0 4.5 2.8 3.5
Current Weekly 8.1 8.5 3.7 4.3 7.7 6.7 4,2 4.4
Status
Current daily 17.6 20.5 7.5 8.0 8.4 10.7 4.6 6.7
Status
Urban ‘
Usual Status 7.9 8.3 5.9 6.9 7.3 9.1 6.1 8.5
Current Weekly 9.8 101 8.8 7.5 8.1 9.4 6.6 9.2
Status
Current daily 15.1 16.1 9.2 11.0 12.3 13.2 8.8 12.0
Status
Source : NSS

The table shows a high rate of unemployment on. the current

daily status compared to the usual and weekly status for both
rural and urban and a rathey sharp fall in  unemployment at
the current daily status for both males and females.

The slow rate of decline in unemployment rates in Tamil Naduy
cannot be reconciled with the jow average annual growth rate
of the popuiation which the 1991 census reports and is set forth

in the table il
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TABLE— 1l
Average Annual growth rate 1981 1991
Tamil Nadu (second lowest) 1.63 11.:;319
Kerala (lowest) _ ‘ 1.77 4.50
Nagaland (highest) 4.092 2.”
Al India ' 2.2 .

Source : Census 1991

This means that employment opportunities were not growing fast “enough:
in agriculture, industry both during. tl.qé .decade !98.1-1991 and as between
1986-87 and 1987-88. There is some indication of this in the table below which
sets forth the sub sector contribution to income a_nd employment.

TABLE—I1}
Tamil Nadu All India
9% share in 9, share in % share in % share in
NSDP Employment NSDP Employment
1. Agriculture & allied 25.87 51.61 32.74 61.73
Activities ‘ 28 070
ini i 39 0.47 . ]
2. Mining & Quarrying 0. |
Primaty Sector 26.26 51.98 34.02 62.50
3. Manufacturing 24.62 19.63 20.64 11.77 A
4. Electricity, Gas, 0.59 0.35 1.06 0.40
water supply.
5. Infrastructure o 3.87 3.66 22389 3.99
Secondary sector 29.08 23.64 . 16.16 -
6. Trade, Hotels, 18.01 9.68 13.74 7.70
Restaurant
7. Transport, Storage, 8§73 - 3.14 4.00 3.02
communication )
8. Banking & Insurance = 20.95 11.56‘ ' 21.96 10.53
real estates, ownership
of dwellings and business
sarvices, Public Adminis— \
tration, other services '
Tertiary sector 44,66 24.38 39.70 21.34

Source : Tamil Nadu An Economic Appraisal 1989,



The Appraisal document points out that
a) in the primary sector, the ratio of
the sectoral share in total income to
employment is 0.51:1 in the state
which is lower than the all India rate,
b) in the secondary sector the ratio
for Tamil Nadu is much lower than for
all India at 1.23:1 and e) in the
tertiary sector, the rate for the :state
at 1.83:1 is again lower than that
for all India. The employment rates
are increasing and per capita unemploy-
ment rates are decreasing in the tertiary
sector compared to that of the primary
and secondary sector

Unemployment is not declining as
fast as the population and such redu-
ction as is taking place is mainly in
the tertiary sector. By all three criteria,
the rate of unemployment in the state
is high, being the second highest after
Kerala.

Health Care and IMR

NSS in its 42nd round reports on
the status of child and maternity care
in Tamil Nadu and other states. It
shows that Tamil Nadu's rural health
services at 28 PHCs, sub centres and
community health centres per l|akh of
its population is the third highest in
the country (after Punjab and Gujarat) ;
that in hospital and dispensary beds,
it is the sixth at 98 per lakh of persons,
and that in number of doctors registe-
red, it is second at 83 doctors per
lakh persons. The nutrition status
shows that in 1971 children below 3
have a calorie intake of 700 against
the recommended 1200 per day and
for pregnant and lactating mothers it
is a third short of the recommended
2500 to 2700 calories. As a result
of mainutrition, the average weight
at birth of achild is 2.73 kg. There has
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been some improvement which the 1981
survey records and further that the
1991 survey being processed will show.
As.a result, the infant mortality rate
which was 106 per 1000 live births in
1981 is reported to have decreased to
77 in 1986 and 68 in 1989. In this
area of child and health care the state
bas made progress. This should improve
Its sex ratio (the number of females
per 100 males) which has been falling
stqadily from 1611 in 1941, 1007 in
1951, 992 in 1961, 978 in 1871, 977 in
1981 and 972in 1991, according to the
.1991 census referred to earlier. As the
infant mortality rate, particularly the
rural  female infant mortality rate
declines, the survival of the girl chiid

and of women will improve as well
the sex ratio.

Water supply and housing

The provision of drinking water parti-
cularly for the rural areas is one of
the important plan goals. In 1988-89
the majority of villages did not have
potable water supply - and what is worse
as the Appraisal document reports, is
that. the number of villages being
provided the facility of drinking water
\{vas decreasing annually. In 1987-88
632 villages were so provided (against
770 in the previous year) and in 1988-
89 it was down to 573. In the villages
in Dharmapuri district, today 645 out
of 1065 in 1980-81 are facing water
problems, On the rural drinking water
front, therefore, the situation is not
SaﬂSfactOIY- In 1988-89 11,311 villages
out of 15,631 are classed as problem
villages by the Tamil Nadu Water Supply
Board which means that only 6.8 per
cent villages have potable water which
places the staie in the 3rd lowest rank
in India against near double that
Number at 83.8 per cent having such

water supply in urban areas. As for
sanitation facilities, while 47.3 per cent
of urban areas are provided with them,
putting Tamil Nadu in the first place
among the major states in India, in
the rural areas, sanitation is near non
existent at 0.2 per cent.

On housing the performance in the
state is mixed. According to the Tami|
Nadu Housing Board data, 1988-89
and particularly 1989-90 were years of
rather high housing construction,; with
the housing construction for the low
income group being 1727 houses in
1989-89 (spurting to 672 in 1989-90)
and that for the economically weaker
saction being 9300, declining to 599 in
1989-90. The problem however, is that
the Tamil Nadu Housing Board should
not be a building agency, because the
government will never be able to build
the 6 lakh houses which are regarded
as the backlog in the state in 1971.
The study on this subject by the
Institute in 1984 concluded that a “*long
term solution to the problem of housing
has to have as its basis, a policy for
enhancing and stabilising the real in-
come of the vast mass of the poor
and middle income groups in rural and
urban areas and of linking the various
social housing schemes to a sustained
and reasonable level of household
saving. In other words housing is a
responsibility of the individual whose
income has to be adequate to meet
the needs. Thae other part of the housing
problem in the state is set forth in
table 15.3 in the statistical tables of
the document which under the head
of slum clearance and improvement
shows 1000 tenemsnts construction in
1988-89 and the same number in 1987-
88. Against the 2680 slums in Madras
city in 19388 int which about 3 lakh
famities live in 3 lakh habitations, the
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annual construction of 1000 tenements
where 10,000 families could live is the
wrong approach to the probiem. The
Slum Clearance Board should move out
of the tenements construction function
to the function of improving slums
through improved piped water supply,
sanitation, roads footpath, and lighting,
Even this is inadequate as it covers
only another 15 per cent of the families
living in the slums. Here the state
intervention should aim at a) providing

- some incentives including margin money

for the families to construct their own
habitations in which they have shown
extraordinary inventiveness and b)
improving the economic status and in-
comes of the slum families which will
in part address itself to the problem
of housing.

Education and literacy

In fiteracy, the 1991 census shows
a good record, with the state being in
the second place after Kerala. The
literacy percentage of the state has
risen from 54.38 per cent in 1981
(68.05 per cent males and 40.45 pep
cent females) to 63.72 in 1991 with
74.88 per cent males and 5259 per
cent females. The reasons for this
improvement during the 10 years need
to be studied so that the positive forces
can be strengthened in order to attain
90 per cent literacy by the end of the
Vill Plan - with 98 per cent for males
and 65 per cent of females., Thas forces
in this area operating during the decade
were a) the Union government's en-
couragement and funding of . aduit
literacy programmes through the National
Literacy Mission etc, b) the effective
efforts of the voluntary agencies parti-
cularly the Bharat Gyan Vigyan Samithi
and its 100 per cent literacy program-



mes, and c) the increased elementary
education provision which had a fall
out effect on the adult literacy pro-
gramme.

On the school education programmes,
table 12,7 of the Tamil Nadu Apprai-
sal document reports that 4.5 million
boys and 3.8 million girls ware enrolled
in class 1-8 which is 101 per cent
of the total estimated school age popu-
lation, compared to 82.9 per cent in
1981-82. Even allowing for a dropout
rate which the governmeat reports at
26 per cent in 1988-89 and 42 per
cent in 1981-82, this is a good record
because it means that near upon 75
per cent of primary school age childien
are receiving primary education and
the similar enrolment percentage over
the 80s has a direct effect on the
literacy rtate because it reduces the
illiterate cohorts joining the ranks of
the illiterates, as well as having an
indirect eifect of educating their parents
and providing them with an example
of the advantage of possessing know-
ledge: of the 3 Rs.

At this point attention needs to be
called to two recent studies commis-
sioned by the Tamil Nadu State Council
for Science and Technology which
throws light on the question of dropouts,
retention and achievement in primary
education in 1989-20. One study co-
vering 5 taluks in the districts of
Kanyakumari, Tirunelveli, Periyar, Pudu-
kottai and Dharmapuri reports that only
about 40 per cent of the children
complete primary education without
any wastage ; that two out of five
children drop out of school without
primary education; that more than
half of the children in the late stages
of the fourth and fifth classes fail
to meet the basic requirements of
literacy—(being unable to comprehend
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a short passage and answer question
based on them), so that there is also
@ hidden component of wastage in
primary education ; and that two thirds
of the drop outs are not because their
parent pulied them out for jobs but
for other reasons, including their pro-
blems with the schooling process. The
other study dealing with the effect of
the nutritious noon meal scheme in
the Madurai district over the vyears
1987-1890 states that since the im-
plementation of the nutritious noon
meal scheme in 1982, ‘there has
been a dramatic increase in enrolment,
f’sttendence and retention of children
In the age group 5+4to 14+ in the
district of Madurai. By 1980, 95 per
cent of the village student population
of the age group 5+ to 144 vyears
has been enrolled”. But this finding
is gualified by the comment ‘‘that the
registers by the schools regarding
enrolment and attendence {on which

the study relied) in almost all the

schools are boosted to some extent',
On academic achievement of the stuy-
dents which is based on tests admini-
stered by the team of investigators and
about which the report is confident,
the guarded comment is made that
“the academic achievement of children
also shows improvement in the three
years under report”, with the *achieve-
m_ent means” of boys being higher than
girls, that of QC children being higher
than BC and BC higher than that of
SCIST children. Each of these groups
has been scared. In this connegtion
one of statistical tables which shows’,
a close correlation between income and
gchievement is disturbing. The table
I1s given |V
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TABLE—-1V

‘Achievement Means of Standard VIIl Boys and Girls -

Year fncome Groups Boys Girls
87—88 A 40,72 37.22
B8 58.30 52.80
C 64.56 60.36
D 75.80 63.02
88-89 A 4410 43.26
B 60.42 53.08
C 65.78 61.10
D 78.24 64.24
89—90 A 46,64 43.82
8 62.50 53.64
C 68.36 62.26
D 78.62 73.82
A—Upto Rs. 300

B—Between Rs. 300/— and Rs, 600/—
C—Between Rs. 600/— and Rs. 900—

D—Above Rs. 900;—

Source: J. K. Pillai :

These two reports show that the
primary education record in the state is
not as good as reported by the govern-
ment and has many points in retention
and achievement which need attention.

it is also poor enrolment rates at the
middie and high school level at 39 to
40 per cent that is worrisome because
the dropping out of about half of those
who {qualify for that stage represents a
rather serious educational and human

Effect of Nutritious Noon Meal Scheme

wastage and deprives the majority of the
educated drop outs of vocational skilis.

At the university level, the number of
universities at 11 and the arts and science
colleges at 187 including 27 autonomous
colleges in 1988-89 represent the limit
for higher education in the state, if the
number of graduate and post graduate
unemployed recorded in Employment
Exchanges set forth in the table below
is a guide,
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Graduate and Post graduate job seekers registered in the state Employment

Post graduates

TABLE-—V
Exchanges
Graduates

1988* 198 9%+
Arts 76,393 74,801
Science 63.462 66,233
Commerce 32,233 35,660
Engineering 6,377 6,372
Medical 1,849 2,944
Others 28,633 29,243
Total 2,08,947 2,15,251

*= g5 at 31 December
** a5 at 30 June

Source : Director of

The above picture of over 2 lakhs
graduates including some engineering
and medical graduates and over half
a lakh post graduates looking for jobs
that is disturbing. Surveys have
shown some 20 to 25 per cent of those
looking for jobs in the Employment
Exchanges are not unemployed but
those who are employed who are
looking for better jobs. Even taking
75 per cent of the numbers above as
the real unemployed, it is clear that
higher education in the state faces a
crisis both from the supply side of pro-
ducing more graduates and post
graduates than the economy demands
or can absorb, and from the demand
side in that the employment generation
of  the economy, particularly for the
highly skifled personnel, is limited and
is not increasing at the rate at which
the higher education system produces
them. One immediate action available
to correct this situation is to stop any

1988* 1888**
27,169 28,769
14,612 14,826
6,526 6,845
344 351

156 26
1,498 1,700
50,162 52,517

Employment & Training

further expansion of colleges and enrol-
ments in them for the Eighth Plan
period, to give the economy time to
catch up with the educated, skilled
backlog available. The freezing of insti-
utions and enrolments in higher educati-
on proposed is only in relation to the
formal system, because higher education
facilities are increasingly available in the
correspondence courses of the 3 older
universities of Madras, Madurai and
Annamalai in foundation courses, arts,
sciences, commerce, education etc. This
is a welcome development and should
be used to cut back on the state sub-
sidising of higher education courses in
the universities and colleges.

To sum up, the development in the
state in 1988-83 and reviewed rather
briefly in this note so far refers in the
main to the quality of life of its people
on which the record is s mixed one.
It is good in regard to the demogra-

phic factors, improving in regard to
maternal and child care and IMR, itis
also on the right lines in literacy and
possibly in primary education. It is
poor in regard to reducing unemploy-
ment including educated unemployment,
in water supply and sanitation, housing
and higher education. With this mixed
record, the policy for the VIii and IX
Plans indicated are to intensify state
intervention and encouragement in this
area (quality life) so that the state can
maintain and/or attain for its people
the second position in- the ceuntry in
this quality of life area after Kerala.
The commodity producing and infras-
tructural sectors to which we now turn
must serve this quality of life area,

Agricultural and allied activities

The agricultural and allied sectors of
the economy reported in the Appraisal
document ptesent several positive as
well as negative features.

On the positive side,

i) the increasing production of
foodgrains and non foodgrains in 1988-
89 - at 73,29 lakhs for foodgrains and
pulses, 2.4 lakh tonnes of sugar, 4.01
lakh bales of cotton:

ii) despite a gradual reduction in
area under cultivation for paddy from
24 lakh hectares in 1984.85, 25 lakh
hectares in 1985-86, 22,64 lakh hectates
in 1986-87, 19.55 lakh hectares in
1887-88 and 18.81 lakh hectares in
1988-89, the yield has increased from
53.65 lskh tonnes in 1984-85, 53.70
lakh tonnes in 1985-86, 56.14 lakh
tonnes in 1987-88, 57,04 in 1988-89,
with similar decline in area for other
crops-millet 12.768 lakh hectares against
the target 18 lakh hectares and vyield
13.77 lakh tonnes, pulses 12 lakh he-
ctares with an yield of 2.48 lakh tonnes,
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groundnut 9.62 lakh hectares and vyielc
of 10.84 tonnes.

iii) the yield of paddy has beer
maintained despite the reduction in arez
because the yield per hectare has been
steadily rising from 2138 kg per hectare
in 1984-85 to 2372 kg, 2728 kg, 2872
kg in the following 3 years and 3032
kg per hectare in 1988-89, placing the
Tamil Nadu farmers in the third place
after the Punjab and Haryana farmers
in the country. But there is still a gap
of over 13 per cent in yield to be made
up, to 3500 kg per hectare, in relation
to what is possible.

iv) milk production asreported by
the document shows a small -in¢rease
from 2.8"million tonnesin 1984 to 3.2
million tonnes in 1988-89, giving an
annual increase of 20,000 tonnes per
annum, It is also reported that 15 per
cent of this is consumed by village
households and the major part - 72 per
cent marketed through the unorganised
sector. Against the ICMR .requirement
of 284 grams per capita per day, the
availability has been around 165 grams
between 1984-86 to 1988-89, the gap
between the ICMR criterla and availabi-
lity falling from 65 per cent in the
early 80s to 42 per cent in 1988-89.
There is need not only for some further
state investment in cattie development
in the VIIf Plan, thereis also need for
allowing the rural milk producers to
organise themselves in cooperatives, as
has besn done so successfully by
Anand.

v) there is a similar wide gap
between ICMR criteria for per capita
requirement of egg at 183 and its
avsilability at 42 in 1988-89. This 77 per
cent gap between the requirement and
availability seems unbridgable, though
since 1984-85 it has fallen by 10



points at 87 per cent. The other allied
areas fisheries, forestry and irrigation—
present a series negative feature and

are therefore treated under the negative
features section.

> On the negative side, thereis a long
and dismal set of issues facing the state.

i) The contribution of agriculture
and allied activities to the Net State
Domestic Product (NSDP)—state income
as set forth in the last 3 NSS Rounds
shows it declining year after year from
28.47 per cent in 1984-85 to 24.35
per cent in 1988-83. Development
theory holds that with higher economic
development, the percentage share of
agriculture and allied activities in the
economy declines, that the percentage
of the country’s workforce engaged in
it declines to a single digit figure as
in the US at 4 to 5 per cent, while
the tertiary sector and the workforce
engaged in it rises dramatically which
is held up as a model of economic
development. But for India where the
majority of people are poor with an
unsatisfied demand for food, clothing
and other wage goods, any reduction
in the share of the commodity produ-
cing sector is disastrous. This falling
share of the primary sector in the state’s
NSDP is a negative factor. The decline
in the rate of contribution to NSDP
of the primary sector has made possi-
ble by the 8.12 per cent increase of
tertiary sector between the 2 years—
the tertiary sector covering—trade,
hotels, restaurants, transport, storage
and communication, banking and insur-
ance, real estate, house ownership,
business services, public administration
and other services. The growth of the
tertiary sector, except for transport and
communication, at the expense of
agriculture and allied activities is due
to the pull of the market, and as that
sector produces no commodities to
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meet the unmet demands of the people:
is a negative factor,

ii) Agriculture and allied activities
are still dependent on the monsoons.
The most important 1orecast during the
year determining the direction of agri-
culture and allied activities in ali their
various aspects is the monsoon. That
determines the area of both irrigated
farming and rainfed cultivation, it deter-
mines the storage levels in the hydraulic
reservoirs which make available power
for the farmers, it determines the fodder
available for cattle and hence the meat
and milk supply, it also influences the
volume of the plantation crops and the
social forestry prospects. In other words,
the monsoon is the determinant of the
level of living in the state. In 1988-89
the south west monsoon was satisfactory
at 22 per cent above normal but the
north east monsoon was deficient at—
51_.3 per cent and tagether with summer
rains, give a—25 per cent below normaf
for the year. 1988-89 was consequently
m?t t00 unsatisfactory a year for the
rains but it was the determining element
Despite all the state and private invest:
ment and the various biotechnologies
and other science applications, Tamil

Nadu agriculture is still
a gamble |
the monsoons, g "

i) The continuing decline in the
area under foodgrains, particularly paddy
‘referred to earlier, compensated by an
Increase in the per hectare yield
ca-nnot'continue indefinitely, The redu:
ction in the area cultivated under
paddy has already changed the cropping
season. In the seventies, 20.7 per cent
of the. paddy production was under
kuruvaij, 8.3 per cent under samb
and 11 per cent under the ;
crop. .By 1988.-89, however 10 55 per
cent is under kuruvai, 793 p;)r c:nt
under rabi ang 10 per cent under the

summer crop. Further it is only partly
true that the reduction in the paddy
acreage was due to erratic mon-
soons which led to the late opening
of the Mettur reservoir. An important
reason for the area decline in paddy
cultivation area from 24 lakh hectares
in the first half of the 80s to 18 81
lakh hectares in 1988-89 which is a
decline of -3.74 per cent over the
previous year should be placed along
side of the area under sugarcane
increase by 11.28 percentin 1988-89.
Sugarcane is a water guzzling crop
and the expansion of its cultivation
area at the expense of paddy is a
negative factor and points to the need
to adjust the procurement prices policy
to deal with this serious anamoly.
Another food crop which declined sven
more sharply in 1988-89 is—essential
for the protein needs of the large
vegetarian and poor majority of the
state. Pulses declined by—50.50 per
cent against the anticipated level of &
lakh tonnes. Pulses need to be grown
in irrigated areas to increase its yield
and this also may involve some cut
in sugarcane production. Again cotton
though recording a 7 per cent increase
in area of cultivation records a —8.24
per cent decline in yield and ground-
nut which shows a decline of 2.83
in area over the target records
an ever sharper decline in yield at-
16.42 percent” The broad conclusion
is that both food grains crops and non
foodgrain crops have performed poorly
in arealyield in 1983-89, continuing
this negative record over the last 5 years,
in this connection the apologetic and
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defensive comments on the foodgrain
position in the Appraisal document is
to be regretted: this refers to such
statements as ‘'the pace of growth in
the latter five year period was as good
as on all India’” (it was as bad as all
India), or ‘“'the state's share in food
grain production at the all India level
had been maintained at 4.9 per cent’
over looking the fact that the 1881
census shows Tamil Nadu’s population
increasing at 17.50 per cefit and the
1991 census 14.94 per cent’’. This kind
of defensive comments runs throughout
the document.

iv) There is a serious decline in
the HYV area for both paddy (from
23.68 lakh hectares in 1984-85 to 17.97
lakh hectars in 1988-89 and millets
(from 11.13 {akh hectares in 1987-88
to 8.44 lakh hectares in 1988-89).
There is no explanation for this except
some rationalisation about the decline
in gross cropped area in paddy and
wide fluctuations in the area under
millets.

iv) Another more seriously negative
feature reported in the Appraisal
document is in regard to the consump.
tion of fertilisers, and here again the
seriousness of the issue is judged by
the language used., The seriousness of
the issue is that in a country where
fertiliser is in short supply and has to
be imported with the diminishing foreign
exchange resources, in the five year
1984-85 to 1988-89 consumption isin
excess of the estimated requirement as
the table below shows:
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TABLE—VI
(takh tonnes)

Year Requirement
1984-83 6.05
1985-86 6.35
1986-87 70.00
1987-88 7.35
1988-89 7.70

Consumption

Percentage of excess

consumption
6.90 + 14,05
6.68 +5.20
6.72 —4.00
7.41 +0.82
7.68 —0.26

Source : Department of Agricuiture

Does the excess consumption over
the estimated requirement indicate the
waste in fertiliser use, such as the
use of fertilisers in dry farming areas
or in dry vyears reported by the District
Agricultural Officers. If this is so, there
is no reason for the satisfaction ex-
pressed in the document on the
wastage in the statement: “‘the con-
sumption level as it stood in 1988-89
(7.68 lakh tonnes) was an all time
high reach™ (sic!). The saving fact is
that over the years that about 70 per
cent of the fertilisers are made available
by the private sector, (so that the
major wastage must be from the cooper-
atives and government supply sources),
Another woriisome element is that

Tamil Nadu’s per hectare consumption
of pesticides is highest among the 15
major states as table 62 shows. This
is not a matter for self congratulation
as is found in the report because
there is no sign that there is any
understanding of the enviromental and
health dangers involved in the large
scale use of the pesticide nor any
action taken to counter them.

vi) The crop loans made available
to the weaker sections—covering small
and marginal holdings do not seem
to tally with their numbers but follow
the area and size of holdings as the
table below shows,

TABLE—VII
Classification 1976-77 1979-80 1985-86 Disbursement
Number Area Number Area Number Area of crop
of_ of_ of loanto 1 & 2
holdings holdings holdings
1. Marginal 64.6 21.1 69.7 26.7 71.4 26.0
(Below 1 hectare) 1985-86, 1986-87
54 57
2. Small 18.4 208 16.8 22.2 16.3 22.7/1987-88,1988-89
(1 to 2 hectares) 60 60

Source : Director of Statistics

The disturbing features of the abf)ve
table are: i) the number of marginal
holding increasing from 64.1 per cent
in 1976-77 to 71.4 per cent in 1985-
86 along with asmaller increase in the
area of their operation from 21.1 per
cent to 24 percent in 1985-86 which
means that the operational area of the
marginal farmer is getting smailer ow_ar
the years: ii) while their number is
increasing the credit disbursed to them
is not increasing in equal proporticn.
The inequity in land distribution and
credit availability is a feature of the sta-
te's agriculture and allied occupations.

vii) Fish production records a con-
tinuing fall every year from 4085 lakh
tannes in 1984-85 to 3610 lakh tonnes
in 1988-89. This is due mainly to the
sharp decline in inland fish production
(by 50 percent in 5 years) and which
is in the hands of the farmers and the
rural people and within the limits of
the water availability should be turned
around. Even more disturbing is the
continuing decline in per capita fish
consumption in the state by around an
annual average of over 5 per cent,
resting at 6.72 kg in 1988.89. This
source of food nutrient could be avai-
lable to the poor - the marginal farmer
and the landless labour, That anyway
is the hope of the intense inland fish
cultivation practised in 16000 hectares
and acqua plosion, using the chinese
pattern of fish hatcheries to attain the
goal,

Viii) the forestry area is one of the
weakest in the state. In 1987-88 the
official report is that there is some in-
crease (32,000 hectares) in forest cover
from 22.23 lakh hectares in 1583-84 to
22 55 lakh hectares in 1987-88 increasing
the percentage of forests to the total
geographical area 17.10 to 17.34 per cent.
The detailed break down of this figure
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given by the Conservator of Forests is:
Reserve forests 78.69 lakh hectares,
reserved lands 3.25 lakh hectares and
unclassified forest 0.61 hectares. In
reality, what is needed is data from
the Remote Sensing Agency. At the
national level, the National Remote
Sensing Agency of the Department of
Space reports that the real forests in
the country with more than 10 per cent
tree cover decreased by 50 per cent in
the 70s. What is the effect of our deve-
lopment programmes of clearing forests
lands for plantations, for refugee settle-
ment, for industrial and irrigation pro-
jects - on our forests has not been
investigated. But that it is serious
seems certain. Similarly the encourag-
ing data given on Social Forestry in
table 31 of the report must take account
of the fact that farm forestry because
of its economlic implication benefits
mainly the large farmer and faces the
problem of heavy leakages which this

Institute's investigation brought to light
in 1985,

ix) In regard to irrigation, it is
probably true that the state has *explo-
ited to the brim - about 80 per cent of
the ultimate potential, in the sense
that the scope for new major or medium
irrigation being nil, as the Appraisal
document states. Even minor irrigation
works face a limit in view of the rapid
rate at which the groundwater leve| is
declining. It is held that 70-80 per
cent of groundwater is already in use,
Both the recurring droughts and the
prolonged dry season is resulting in
heavy drawals of underground water
both for agriculture and for drinking
purposes. The drawals are so heavy
that in the coastal areas, salt water
from the sea is seeping into the fresh
water underground channels. Under
these conditions what is now neded
is concentration on the efficent and



effective use of the fast declining water
scurces on which the Appraisal document
says nothing., There is the usual data on
the irrigation potential created and used
(Tables 4 & 7 of chapter 5—irrigation).
Of course the concept of irrigation poten-
tial is useful in a negative sense, as it
points to the wastage of the investment
in irrigation—major and minor, Table 4
in chapter 5 and table 5.4 in the statisti~
cal tables show that over 25 per cent of
major and medium irrigation projects
potential and 35 per cent of ground
water potential have not been harnessed.
Hence what is needed is: a) substitu-
tional irrigation under which minor
irrigation works are developed in the
villages of major and medium com-
mands: b) an irrigation advancement
plan under which i) the uncompleted 30
per cent of the major and medium itriga-
tion projects are completed atleast 1 or 2
vears early, as well as, ii) a water distri-
bution system net work to deliver water
to the farmer's field in one of the crop
seasons. This means that the efficiency
of the irrigation investment in the state
will not be measured by the potential
created but by the number of watering
per season, Can we have data on the
number of waterings received by each
farmer? Further the economical use of
water would also be ensured by further
extension of drip irrigation. Can the use
of drip irrigation be made obligatory for
large and medium farmers who according
to table 3.5 in the statistical tables form
12 per cent of all cultivators, having
50 per cent of the land.

industry and infrastructure

The 1988-89 industrial scene in
Tamil Nadu must begin by referring to
the series of efforts made by the
go@rnment (at first under President’s
rule and later under the elacted govern-
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ment) to revive industrialisation of the
state. As pointed out in last year's
review, in 1988 a review of the state’s
industrial record showed that in the
preceding 10 years, some Rs. 150
crores of capital had migrated to
other southern and other states. It is
not the migration of capital from
Tamil Nadu that was worrisome, but
in  contrast the stagnation of the
industrial scene in the state that was
a matter of concern. Unfortunately the
government gave prominence in their
publicity to their welfare measures
costing Rs. 500-800 crores per annum,
listing the midday meal scheme, the
grant to the newly weds from the poor
sectors, the cancellation of the debt of
the farmers to the cooperatives, the
free education right upto the university
and in case of the backward, SC and
ST class including engineering and
medical education etc. In fact, the
manifestos  of  every party (DMK,
AIADMK, Congress, CPM, CP| etc)
lay emphasis and give wide publicity
to the large number and new welfare
measures planned if elected to power
with almost nothing on industries.
Hence starting in May 1988 and going
on to January 1989 and again in June
1989, a series of incentives and other
measures were announced, As pointed
out last year, it is still too early to
assess the results of these efforts, but
already in February 1991 some out-
side investments by large houses—Birla
Tata, JK, ITC, Thapar and Khaitan -
were attracted, resulting in finalising
some 24 major and medium plants, with
an investment of Rs. 300 crores. The
major problem faced by the new indust-
ialists is that the government was not
in a positicn to deliver the promised
power supply, at a lower price. The
enterpreneurs were more anxious to have
power supply on a continuing basis

without any power cut or load shedding.
The Appraisal document attributes this
failure to ensure continuous (and conces-
sional) electricity to the new industries
because of the powercut. 1989 was a
very bad year from this point of view,
The 30 per cent cut at the beginning of
the year was increased to 40 per cent in
March and 60 per centin April, due to
interruption in the supply of coal to the
thermal plants and the low level of the
depieted hydel reserves. This is in part
true and will be further analysed later
under the infrastructure sector, but the
major reason for the various concessions
and subsidies announced from time to
time not leading to the rapid industriali-
sation of the state, like Maharashtra and
Gujarat, is because our industrial policy
and priorities lacked direction and per-
spective. This can be seen in the
industrialisation not being related to the

agricultural resources of the state: while
the state is the second largest in the
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country in the number of spinning mills,
it has to import about 60 per cent of the
cotton requirement of the mills from
other states: on the other hand despite
having flourishing bananas, mango and
other horticultural raw materials which
can still further be developed, it has no
fruit processing or fruit preservation
plant. ASI shows an actual decline in the
number of factories in the areas of food
product manufacture from 22 percent
in 1985—86 to 21.84 in 1986—87. The
undesirable expanding of 'sugar factories
in the state which is taking place from
821 in 1988 to 950 in 1989 has been
earlier referred to.

This may also be the major reason for
the somewhat erratic growth rates
recorded by Tamil Nadu industries and
its 3 sub sectors as the table below
shows: (this assumes that these aggre-
gate growth rate jare real indicators of

the performance of industry and its sub
sectors).

Table VIii

Percentage : base 1970 =100
Year Mining Manufactures Electricity Total
1980 26.4 4.9 7.4 5.7
1981 19.4 1.1 6.4 10.5
1982 10.2 4.7 10.56 5.8
1983 0.2 —-7.3 —13.8 —8.2
1984 it 15.8 38.1 19.0
Annual Average 13.5 5.8 9.7 6.6_
1985 1.3 12.5 —0.6 9.1
1986 —0.7 49 7.4 52
1087 1.6 2.6 10.6 3.9
1988 3.3 10.7 254 13.1
1989 18,5 26 6.3 1.2
Annual Average 4.8 6.5 7.3 —(;;-_

Source : Basic Industrial Statistics, Tamil Nadu 1989,



The tabie throws up some important
issues. First, it will be noted that the
years of high growth rates - aggregate
or for manufzctures - are based on low
rates of the preceding year. 1984
records the highest rate 15.8 per cent
for manufactures on the basis of - 7.3
growth in 1983. 38 per cent in electri-
city on the basis of - 13.8 growth in
1583, 19.0 per cent aggregate against
-8.2 per cent in 1983, and similarly
the second highest rates are recorded
in 1988, 13.1 per cent in aggregate
against 3.9 in 1987, 107 in manu-
factures against the previous vyears
2.6 percent, and so on with regard to
1981 and 1985. In other words the
table shows little growth in reality in
industry: all the high rates are only
recovery rates. This also means that
there is no reason for the Appraisal
document to be disheartened as when
it states “that the growth rate in in-
dustrial production had come down
from an impressive 13.1 per cent in 1388
to a low 1.2 per cent in 1989'". As
the former was a recovery rate, the
latter was simply a correction rate,
Second. the growth rates are an aggre-
gated quantity and in manufactures
table 6 of chapter 6 of the Appraisal
document shows is based on a single
digit. From this point, table 6.7 of the
statistical tables headed the results of
the Annual Survey of Industry groups-
1986-87, is preferable because it gives
the actual net value added for each
of 97 groups ot manufactures, If placed
alongside of the similar value added
results of 1985-86 and earlier years,
it will be possible to arrive at the
growth rate for each manufacturing
group at the 3 or 4 digit level, which
will give a more accurate picture of
the status of manufactures.

Earlier refersnce was made to the
need for Industrial policy in the state
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having some focus priorities. In view
of the fact 1that most state public
sector undertaking are making losscs
year after, which the Comptroller and
Auditor General calls attention to and
which has been referred toin previous
annual reviews of the economy by the
Institute’’, and to which the Appraisal
document calls attention in table 34 in
chapter VI, which the further information
that the net losses are increasing every
year, from —Rs. 4881 Jakhs in 1886-87
to —Rs. 6717 lakhs in 1987-88, it has
now dawned on the government that it
should not itself undertake industrial
[ manufacturing activities for which
neither the government nor its civil
service staff is competent. And so a
good development has been for the siate
to disinvest from a number of industries,
The decision is being put into effect
slowly and gradually to take the political
parties and trade unions along., The
state’'s VIl Plan provides for a modesg
Rs. 500 crores for industrial develop-
ment, as a means of guiding and
stimulating industry and not operating
industries itself. From 1990 the policy
of disinvestment by the state is gathering

force and will be reviewed in the next
issue,

Finally the state of sickness in the
State’s industry is alarming. The Apprai-
sal document réports that as at end of
December, 1987 - 107 non  SS1 units
were sick with outstanding bank credit
of Rs. 228.90 crores. Over 70 per cent
of the sick units are in the engineering,
textile, chemicals and Paper industries
SeCtors. On top, there are what the RB)
calls weak units in the non SS! groups
comprising  units  which record cash
losses and whose accumulated losses
are 50 per cent of their net worth, They
are_ potentially sick units but remedial
action now can save them In this cate-
gory are 45 companies in the state with

outstanding banking credit of Rs. 70
crores. It is in the small scale sector
that sickness places Tamil NadL{ first
among the states and the second highest
in the bank credit outstanding. Therte
have been cnough studies by RBi and by
the state authorities on the csuses'of
sickness and the means of rehabilitating
them. The first action now is to close
the real sick units-non S8} and SSi-by
sa'le, merger or being shut down. There
is resistance both in the legislature and
more strongly from Trade Unions, but
there is no other remedy for the
unviabte units. Their lying closed and
bsing taken over by the state is no
solution. That compounds the tempta-
tion of large units who cause the sickness
and use the easier entry into the SSlI
sector to misappropriate bank and com-
pany resources.

Infrastructure

Industry and agriculture are closely and
increasingly dependent on power, Th'e
data published by the Tamil Nadu Electr.l-
city Board shows that in 1988.89 in
regard to i) capacity creation, ii) electri-
city generation and gross power availabi-
lity and iii) per capita availatility there
are increases and improvements in the
year as in previous years. 1988.89
represented the highest power availability
in 80s at 17,618 MW. Over the eighties,
there has been a somewhat steep reduc-
tion and decline in the share of hyde|
power capacity from 50.4 per cent in
1979-80 to 37.7 per cent in 1982.89,
with the resulting rise in the shareof ther-
mal power capacity from 49.6 to 555 per
cent. Both forms of power face problems
and limitation, The hydel generation in
every year depends on the monsoons.
Because of the good south west monsoon
in 198889, hydel generation increased
by 53.5 per cent in 1988—89 at 3363
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MW over the previous years, when the
generation was a low 2884 MW. As far
as the thermal generation is concerned,
there is the problem of the sources of
coal supply for the thermal plants being
far away in the state, with steep variation
in the quality supplied, depanding
not only on the condition in the mines
but also the state of rail transport. The
Singereni source which is close to the
state is in a permanent state of labour
unrest, so that the plants have gradually
got delinked from this uncertain source.
The state is also dependent on three
major union sources of supply—Neyveli
with installed capacity of 776 MW in
1988—89, Kalpakkam atomic plant with
capacity of 350 MW and the National
Thermal Power Corporation, Ramagun-
dam‘ with 363 MW. In 198889 as in
previous year not only is the power
available inadequate to meet the demand,
resulting in power cuts, there is also
serious fluctuation in jts availability,
resulting in load shedding, The atomic
source which the government js exp-
anding with a second plant at Koodan-
kulam carries many human,
and economic costs which the
the state and the state government
cannot afford. Further even the experi-
ence of power availability from Kalpakkam
was that it was closed on g larger
number of days for repair than the days
of operation. The way forward for the
state’s power scenario is i) to concen.
trate on supplying power to industry and
agriculture as a first priority followed by
the urban household demand: ii) to
develop quickly bio mass as the
main  power supply source for the
vast rural areas; iii) to restrict indu-
strial power supply to industries which
are not power intensive : iv)- to develop
on an increasing scale solar and wind
energy, which are pow becoming
available in the state for communicati-
ons and farming, snd V) above all to

ecologics|
people in



adopt a life style so that what power
is available is shared equitably betwsen
urban and rural areas, between the
well to do and the poor sector of

society.
Finally on communications, the
Appraisal document provides some

information on the roads in the state, As
far as the districts are concerned, the
government and panchayat union and
panchayats have not provided the
minimum of roads surface in 6 districts—
Dindigul Quaide—Millet (1804 km),
Chidambaram (1204 km), Kanyakumari
(950 km), Pasumpon Muthuramalingam
(1669 km), Pudukottai (1669 km) and
Ramanathapuram (1285 km). These are
the data for 1989 and these are districts
where funds should be made available as
a priority to panchayat unions. Table
18.12 in the statistical tables shows that
about 40 per cent of villages (9000) have
no all weather roads and are thus not
able to participate in the states’ main
activities.'* One problem that is faced in
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this matter is that PWD engineers are
asking for black topped roads for the
habitations which have no connecting
roads at all. They should be provided
funds for good mud topped roads as a
priority in this matter of road building.

Conclusion

This brief over view of the Tamil Nadu
Economy in 1988--83 leaves one in
general agreement with the broad con-
clusion set forth in the Institute’s publi-
cation in 1988, Tamil Nadu Economy,
Performance and Issues exprssed thus :
“The account of the development of
Tamil Nadu seen in the preceding
chapters is a mixed one with some bright
spots, many dark patches and different
shades of gray all over......Economic
growth in the state will have to be
stepped up by stimulating economig
activity in different sectors of the
economy*'®, starting with agriculture
which has been hoiding back the dev-
elopment of the economy.

REFERENCES

1.

Census of India 1991 : Series-23
Tamil Nadu—Paper 1 of 1890,
Division of Census Operations,
Madras, May 1991,

NSSO 42nd Round, Number 368,
July 1986—June 1987, tables $5,
S6(R), S4.

R. Devadass :
Nadu:
1972,

Nutrition in Tamil
Sangam Publishers, Madras,

Census of India 1981 b): uses to
which census houses are put:
Seriss | India: Part VH-A, New
Delhi 1983.

Census of India 1991, Series—1.
Provisional Population Table 8, April
11 of 1991. Table 2 Registrar
General and Census Commissioner,
India, New Delhi, May 1991,

K. Ramakrishnan : A study on was-
tage in Primary Education in Tamil
Nadu; Chapters 3 & 5, Tamil Nadu
State Council for Science & Tech-
nology, Madras 1991.

357

.(Q

10.

(RE

12,

13.

J K. Pillai: Effect of Nutritious Noon
Meal Scheme: Tamil Nadu State
Council of Science & Technology,
Madras, 1990.

P. A. Samuelson: Economics, pp
406--609, McGraw Hill, New York
1973.

Tamil Nadu~—an Economic Appraisal
1987--88 table 11.2, Government of
Tamil Madu, Madras 198/8.

Vide Census of India 1991 —Table 2.
Tamil Nadu—An Economic Appraisal
1989, Chapter 3:3.2, Government of
Tamil Nadu, Madras 1990.

Bulletin Vol XVII, p99, Madras Insti-

tute of Development Studies‘
Madras, 1987.
Centre for Monitoring Indian

Economy : Basic Statistics Relating
to the Indian Economy, Volume 2.
Bombay 1990,

Tamil Nadu Economy: Performance
and Issues p336 and p361. Madras
Institute of Development Studies,
Oxford and IBH Publishing Com-
pany, New Delhi, 1988,



368

~

Annex to: Some Comments on Tamil Nadu: An Economic Appraisal 1989

. . Summary of Discussion
Relative importance of the Main States in India Agriculture and the Relative Y
importance of Agriculture within each State

The July development seminar was over the effectiveness of the analysis
. conducted on 25th of July at the of growth rate statistics towards as-
Shares in All-lndia Share of Agriculture Growth of State Institute. The Chairman of the Institute sessing the performance of the economy
Domestic Product in State Domestic Domestic Prod- Prof. Malcolm S. Adiseshiah was the as they are gross in  nature and jn
Originating in Product uct Originating ’ author of the paper on “Some com- that sense, an abstraction and often
Agricuiture - in Agriculture ments on Tamil Nadu: An Economic misleading.
{average 1984/5— {average 1984/56— {1960/61— Appraisal’” and the seminar was chaired )
86,7) 86,7) 1986/87) by the Member Secretary, State Plan- fn addressing the problem of unem-
ning Commission, Mr. Inbasagaran. ployment, the author recorded hijs
North 8.4 43.8 40 empuzziement over tr':e ?’evalence of
3.3 43.8 3.7 At the outset, the author rec_orc.ied the slow rate of decline in unemploy-
Haryana ’ 43.8 4 his concern over the delay in publishing ment along with the low average
Punjab 51 ‘ 2 the 1988-89 document after the lapse annual growth rate of population during
Uttar Pradesh 12.8 38.0 2.3 of 25 months which ?ulliﬁes the very the decade 1981-81,
purpose of the preparation and presenta-
East 23.0 41.9 2.2 tion of the document and the discus- In i{nproving the"quaﬁty of life’ and
28 41.9 1.3 sions thereon. The author invited the assassing the social betterment, the
Assam . : ' attention of the planners to avail the author called for more accurate and
Bihar 80 45.3 1.4 assistance of the non-Governmental subtantial social parameters in the plan
Orissa 4.2 56,2 42 institutions like CMIE and MIDS in document to reflect the current situa-
West Bengal 7.9 34.8 2.5 bringing out the document on time and ° tion. On the housing sector it was
suggested that the document should identified that the data on private
Center 11.3 42.9 2.5 form part of the budgetary exercise to housing  activities (which is a major
Madhya Pradesh 6.2 40.1 1.7 help, members of legislature to .drscuss investment) are not provided and
Rajasthan 5.2 46.7 3.6 the features of the document in the .  pointed out to not fixing-up the res.
House. _ ponsibilities with the officials concerned
West 15 22.8 2.0 On highlighting the very purpose of as the prime reason for this 9ap.
Gujarat 4.2 25.0 2.2 the document, the author pointed out v
Maharashtra 7.3 21.7 2.0 that the plan exercise in itself is an As regard to Darfqrmanca of the
. d the absence of department of educatlo‘n, the author
] ongoing process an 8 sence o ised to find ' th il A
South 17.6 30.6 18 any reference to the plan goals of the ~ W38 Surprised to find ‘the results of
Andhra Pradesh 6.6 36.6 1.8 Seventh plan in the document for State’s mtqrvenn‘on—l‘n primary  vis-a-
Katnataka 5.0 36.9 2.7 1988-89 (which is the penultimate v;'_s hlghg;“ﬁ:du::g:xo:wm opposite d‘n_'a-
Kerala 3.1 35.9 0.9 year for the State’s Seventh .plan) is  © ‘°!‘sé g T .“\? recent studies
. ious lacuna to be taken care of. carrie ‘.out y Tamil Nadu State Councit
Tamil Nadu 3.0 16.9 —0.03 8 sero for Science & Technology, the per-
Total 84.6 35.0 As to the substantive part of the formance of schemes in reducing the
» document, the suthor apprecisted the dropouts from the schools are far
All india 100.0 34.5 2.3 efforts of the officials in bringing out from satisfactory, At the sams time,

a useful record of assessinent of
performances, although late by two
years. The author raised his doubts

it was observed that the State Iinter-

vention in the higher level " education
is quiet encouraging.

Source : World Bank 1991 Country Economic Memorandum Volume i,

. using data
from GO, CSO, Estimates of State Domestic Products, various issu

€s,



While summing up, the author argued
for state intervention in improving the
‘quality of life in a greater way in
the future. Coming to specifics, in
terms of performances of major sectors,
he drew attention towards the fall in
the area unger cultivation in agriculture
and the non-performance of the State
Public Sector Undertakings in industry.
The author voiced his doubts over the
competence of the proposal for privati-
sing the power sector which is on the
cards.

The Chairperson in responding to the
views of the author, gave the assurance
that the next pflan document which
is under preparation will be placed
along with the 1992 budget and
highlighted the scheme of the plan
document briefly. It was poimed out
that instead of doing an assessment
of all sectors, a thorough analysi§ of
one sector at a time on a continum
basis was suggested in this context,
With this the discussion on the paper
was intitiated.

It was observed that the rationale
for posing slow rate of decline in
unemployment with that of low aver-
age annual rate of growth of population
by the author is questionable. The res-
ponse was that it was done with the
corresponding European experience in this
area in mind. The issue of discouraging
the non-utility courses at the collegiate
level is not subtantiated by ths unem-
ployment figures presented by the depart-
ment of employment and training, was
also brought out.

One of the participants suggested
that the data on the performances of
different sectors should be provided
on a continum basis to facilitate
comparability and the suggestion was
well received,
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Concern over the fall in agricultural
production especially, with respect to the
increesed gross value of production with
a low net value of production was ex-
pressed. It was pointed out that there
is neither academic nor departmental
interest shown in this direction. The
absence of a clear-cut agricultural policy
(in the context of depleting ground water
position and theCauvery water-dispute on
the surface irrigation front) was recorded
As a wayout, the agro-climatic para-:
meters can be the leading light was
suggested as the criterion. The respons,
was that the policy is to encourage
horticulture activities which are not
water-demanding is being persyed.

The reliability to whole system of
agricultural statistics of the State is
guestioned in terms of its presentation
Its break-ups, the gaps and hence s;
thorough review was called for.

In responding to the questions raised
the chaitperson admitted the gaps in
the departmental statistics and briefly
mentioned the vatious steps taken to
plug the gaps. He welcomed the idea
of availing the heilp of the institutions
like MIDS in bringing out the annual

p‘lan do_cuments more effectively and
timely- in the future,

The author in hijs response to the
questions raised recorded his concern
over the sluggishness in agriculture and
long-list of non-performers of State
PSUs in industry.

As a concluding note, the author
expressed his empuzzlement whethey
to advocate democratisation or privati-
vation in the context of State interven-
tion.

S. THIRUMALAIVELAYUTHAM

At a condolence meeting held in the Institute on 27/7/91
at 12 noon, members recalled Dr. V. K. R, V. Rao's immense
contribution to the field of economics and his services as a

teacher, researcher, vice-chancellor, minister, "and Institution
bui!del‘. : N

The members of the Institute sent.their "heartfelt condolence
to the members of the bereaved family. : :

TN

July 31, 1991 S. Neelakantan

Director




Statement of the Workshop*

Preamble

The Twentyfirst Interdisciplinary Re-
search Methodology  Workshop on
Management of Renewabls Energy
Sources organised by the Madras Insti-
tute of Development Studies in collabo-
ration with the Indian Council for Social
Science Research was held at the
National Institute for Rural Development,
Hyderabad, during June 5-8, 1991,
There were 24 participants representing
the disciplines of economics, ecology,
agriculture, engineering,  geography,
home science, management and urban
planning. This workshop, the third and
the final in the series on ‘“Management
of Renewable Resources” focussed on
issues concerning energy, particulatly for
the rural secter, while the earlier two

workshops had dealt with management
of land and water resources,

Energy in different forms is a pre-re-
quisite not only for meeting the basic
minimum needs, but also for economic
development of our rural and remote
population. Currently, a large fraction of
the rural population is too poor to buy
what are sometimes called “conven-
tional’’, and at other times as ‘‘commer-
cial’’ energy, viz. energy such as petro-

leum products or electricity. The rapid
rate at which fossil fuels are being dep-
leted, and the escalating costs of procur-
ing or generating such conventional
energy sources are factors which force us
to examiue more carefully the potential
prospects of renewable e€nergy sources
such as bio-mass, animal and agricultural
waste, as well as tappir}g the practically
infinite sources such as solar energy
(used directly or after conversion into
other forms such as heat and electricity),
wind energy, ocean currents, etc.

The possibilities of decentralised
energy generation when renewable sour-
Ces are used without the excessive costs
associated with transmission and distri-
bution inevitable in the case of centrali-
sed thermal and hyde! plants, is a parti-
culary attractive feature, in the context
of the need to meet the diverse forms
and levels of intensity at which energy
fequirements are to be met in the widely
dispersed and remote rural locations.

The energy requirements in the rural
sector are largely for domestic uge (cook-
Ing and lighting) and for agricultural
operations. The energy requirements for
agricultural operations are of two kinds :
a) energy inputs in the form of seeds:;

*Statement of the Twentyfirst inter disciplinary Research Methodolo
Hyderabad, June 5.8, 1991,

9¥ Workshop held at NIRD,

chemical or organic fertilizers/manures;
and b) energy required for the mechanical
operations such as ploughing, pumping
water, harvesting, drying etc.

Most of the energy requirements for
domestic needs as well as that required
for the mechanical operations described
above are met from renewable sources
such as bio—mass, agricultural and
animal wastes, and human and animal
labour. Most of the requirements such
as fertifizers are met through energy
sources which are non—renewable.

Net gains in energy productivity, by
which we mean the increased food,
fodder, and fuel production to meet the
basic minimum needs must be the goal of
renewable energy programmes.

AY
This is possible through :

(a) judicious management of the
energy inputs inciuding wastes, and
(b) improvements in the efficiency of the
end—use devices which convert energy
inputs into useful forms of energy such
as traction, heat or light.

It was this premise which was the
undercurrent of the thirteen papers
discussed at the workshop.

Erergy Requirements and Availability
in Rural Areas

Fuel for cooking is by far the muost
important end—use in rural areas. Con-
cern has therefore centred on the availa-
bitity of fuelwood at the national and
state levels.

A study of fuel usage by households in
rural areas of Tamilnadu found that half
of the requirement is met by wood, a
third by agricvlturzl residues, and the
est by dung cake in villages zbutting
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reserved forests of Tamilnadu, illegal
extraction of fuelwood is an estimated 7
lakh MT per year,

Clearly, this level far exceeds personal
consumption needs, and the sale
of the surplus is a means of livelj-
hood. Presumably, a substantial portion
finds its way to urban areas. While it is
theoretically possible to produce the
needed fuelwood from social forestry
plantations, such a strategy should
concurrently address itself to the problem
of providing alternative source of emplo-
yment/income for those engaged in this
activity.

Although, the extraction of fuelwood
by headloaders is by no means the only
significant cause of deforestation, there
is the danger that firewood may become
a non—renewable resource if the trends
in deforestation continue. On the posit-
ive side, the high consumption of
Prosopis in Tamilnadu indicates the
potential of that species to meet the
fuelwood needs at very low cost, singe it
proliferates rapidly even on poor quality’
land. Wood needs for brick kilns and
other industrial uses can be met from
social forestry plantations. However,
such a policy may be undesirable if

common lands which provide free fuel-
wood to the rural poor are diverted for

commercial purposes,

The extraction of fuelwood from forests
is particularly important in ecologically
vuinerable areas such as the Nilgiris.
Another study of energy usage among
households in Nilgiris indicates that
firewood is the largest contributor of
energy, and is mostly used for cooking,
A close relationship was also observed
between the consumption of cereals and
firewood; the cold climate due to the
elevation of the Nilgiris leading to higher
cereal and firewood consumption comp-



ared to the plains. Urban areas in the
district which have alternative energy
sources had less reliance on firewood.

Suggestions made on the basis of|the
study include : (a) development of fuel-
wood plantations to meet the firewood
need; (b) nutritional supplement to make
up for the deficiencies in the diet; and,
(c) treatment of dung in biogas plants to
generate gas, and produce a slurry with
the required nutrients for use as manure.

Among renewable energy sources, there
is much greater data on the availability of
bicmass, particularly firewood. Similar
studies of availability through surveys
and simulaticns are needed in other
areas. Also, firewcod being a “con-
ventional'’” energy source, the Iissues
revolve around reduction of usage from
an envirormental perspective, rather than
promoticn of usage which would be the
case for other renewable energy sources.

The mecro level as well as micio level
planning for meeting energy recuirements
.can be aided by a variety of techniques
and methocologies. One such exercise
illustrated how an optimisation model
(linear programming) could be used to
decide on the extent of afforestation
needed in different categories of land
and at different seasons in order to
achieve objectives such as meeting the
fuelwood demand at minimum cost,

While optimization, simulation and
combinations of such techniques can be
meaningful in the search for action
programmes, great care must be exer-
cised in making assumptions about the
various comporents of the model used,
as well as in estimating the parameters of
the model.  The sensitivity of the solu-
tions in the form of action plans for diff-
rent assumptions and values of the
parameters must be examined carefully.
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In any case, such exercises can atleast
focus the attention of the planners and
policy makers to different options for
action, and enhance the understanding
of the dynamics of the relationships
among aspects such as changes in
cropping pattern, differing qualities of
available land, etc,

Emerging Renewable Energy Techno-
logies

The technological options available for
harnessing renewable energy sources
include :

a) Solar photovoltaic technologies
which have high reliability and
are easy to maintain;

b) biogas generation through use
of animal and plant wastes;

¢) technologies based on biomass
conversion to heat energy either
by direct combustion or through
gasification;

d) harnessing wind power and
small scale hydropower in loca-

ticns with the required condi-
tions.

Integration of different technologies in
a complementary manner is needed.

Many emerging technologies are tech-
nically viable, but may not be cost-effec-
tive without a subsidy because of the
tack of scale cconomies. At the same
time, we cannot ignore arguments that
large and continuous subsidies may
devalue the credibility of the option and
prevent gradual adoption.
raticnalisation of existing con
fua! prices may
the developmen
iechnologies,

However,
ventional
Provide an incentive for
tand acceptance of these
The succecsful transfer of

technologies requires greater awareness
among the rural poor, local management
systems such as village committees, and
trained manpower for operation and
maintenance which may be in short
supply in remote rural areas.

Besides the possibility of emerging
technologies becoming economically
viable through measures such as the
above, they have the potential of impro-
ving the status of deprived groups of the
society such as women. For instance,
they improve the quality of life of women
by freeing them from the drudgery.of
collecting fuelwood or by providing
smoke—free kitchens.

Two case studies of implementation of
these new technologies provide some
insight into the potentials and pro-
blems of the development and adap-
tion of such options. The experience
of decentralised electricity generation
through community-based biogas
plants indicates that the cost per Kw of
installed capacity is lower vis-a-vis
nuclear power generation. The economic
analysis of generation of electricity
through wind farms and feeding i.nto
the central grid, shows that the project
has a positive net present value. While
unaquivocal conclusions about economic
viability cannot be made based on such
pilot projects whose replicability is yet to
be proven, the point remains that careful
evaluation of such options deserves to be
undertaken, in order to give a chance for
renewable energy options to play a sign-
ificant role.

Management and Institutional Aspects

It is important to alter the current
attitudes of policy makers and planners,
who consider renewables to be an
insignificant supplement to conventional
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energy sources such as coal, oil and
electricity. A major step in gearing up
effective renewable energy programmes
is to convince the top echelons of
the energy policy makers through
energy accounting based cost-benefit
analysis, that renewables have a major
role to play. At the same time, efforts
must begin, to develop expertise and
skills at wvaricus levels such as the
state, district, block and panchayat. to
absorb increased allocation of resources
for harnessing renewable energy.

Unless /nstitutional arrangements are
developed, the most careful planning be it
at the micro level or at the macro level,
will not guarantee the success of any
large scale programme for the harnessing
of renewable energy sources. The experi-
ences of a national level effort such
as the National Project for Biogas
Development, as well as studies of
micro level projects in Andhra Pradesh.
and Gujarat clearly illustrate this see-
mingly obvious, albeit often neglected
aspect.

An analysis of the manner in which
the National Project on Biogas Develop.
ment was implemented suggests that
the project did not realise the desired
objectives because :

a) the implementation was left to
the bureaucratic agencies already
involved with many other pro-
grammes ;

b) there was no proper post-
intervention services to help
maintain the biogas plants and
solve technical problems ; neij-
ther had any local expertise
been created through appro-
priate training ;

c) the R&D was laboratory ori-
ented and the conditions on



the ground had not been taken
care of in the design of the
plants ; and,

d) the target beneficiaries either
could not realise the expected
benefits because of the lack of
the raw material itself (dung) or
had not been convinced to
accept the new technology.

The implementation of a renewable
energy programme (Urjagram) in a tribal
village near Hyderabad was evaluated
over a 6 — 7 year period. The introduc-
tion of renewable energy hardware did
not by itself bring about improvement in
the standard of living of the people. The
implementing agencies tended to be
obsessed with targets and neglected the
proper functioning of the programme
during implementation,

The programme in the study area was
imposed on the people and their deman-
ds/needs were not taken into account.
Further, the people wers not actively
involved. There was no coordination by
the several agencies involved in the pro-
gramme, and they did not take advantage
of voluntary organisations such as the
YMCA, which were familiar with the
needs of the people.

Studies of micro-level efforts in Gujarat
reveal that major current weaknesses
must be removed if renewable energy
programmes for rural areas have to
succeed.

a) The haphazard, and unreliable
information about the energy
consumption and resource avai-
lability of the target areas must
be replaced with carefully
gathered information. The par-
ticipation of the community in
gathering information may have
the advantage of getting realistic
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b)

c)

d)

)

estimates as well generating
motivation for the programme.

Provision of effective and
readily accessible maintenance
services for the equipment, dire-
ctly by the implementing agency
in the initial phase, and through
properly trained local residents
in the long run, is a must.

Development of effective local
monitoring teams which prevent
the misuse/abuse of the equip-
ment or the energy generated
should also be given top priority.

The temptation to thrust techno-
logies which the community
cannot afford on their own must
be avoided. It is better to limit
the provision of free inputs to
the minimum and introduce
technologies for which the bene-
ficiaries will be willing to pay
atleast some nominal charges.
If the priorities of the benefic-
iaries (such as the need for
drinking water or fuelwood) are
properly ascertained, the chances
of sustaining the motivation of
the beneficiaries to adopt the
programme can improvae.

The implementing  agencies
should not be guided by their
value systems such as imputing
opportunity cost for labour spent
in gathering fuelwood, or the
inconvenience and health
hazards of inefficient traditional
chulas and conclude that the
beneficiaries will be guided in
the same way in accepting the
new technologies. Considerable
effort in terms of education,
demonstration etc. are needed
to “sell’” the new technologies

and products to the target bene-
ficiaries.

f) The role of the voluntary agen-
cies must be limited to that of
being catalysts and facilitators
rather than being the implemen-
tors or delivery agents. The
latter responsibilities must be
that of the local administration,
be ‘it the panchayat or special
task forces explicitly formed for
the purpose of delivering the
programme.

The studies also show that where the
above strategies have been followed, the
programmes have been relatively more
successful.

Energy Fiow in Rural Ecosystems/
Productive Agriculture

The demand for energy in the rural
sector is largely for productive agriculture
and for domestic needs such as cooking
and lighting. A study of energeticsin a
village in Karnataka revealed the high
energy intensity of modern agriculture.
Traditional energy sources such as
manure contribute a minimal amount to
the total energy used. The argument is
often made that increase in agricultural
productivity and rural incomes is possible
only by increasing energy intensity of
inputs. It is not clear if such increase in
energy intensity is sustainable from
either the environmental or the cost point
of view. However, renewable sources
cannot be considered a substitute for
chemicals, irrigation etc., if agricultural
productivity is to be maintained. Rather,
a combination of different energy sources
is needed in the Indian context to
improve productivity and income.

A study of the planning and imple-
mentation of development programmes
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based on alternative and renewable
energy resources for achieving self-
sufficiency in fuelwood, fodder, pulses
and oil seeds was undertaken in a
village near Bhopal. A survey to assess
the energy use pattern for production
agriculture, post-harvest operations, cat-
tle raising and domestic activities, found
that deficits existed: in respect of fuel-
wood, fodder supply, pulses and oilseeds,
Only production of cereals showed a
surplus. There was also scarcity of
irrigation water in the village. Action
programmes were charted out in each
of these areas to remove the deficits,

The implementation of these program-
mes to make the village self-sufficient
has led to better resource utilisation
by increased harnessing of solar energy
for its conversion to food, fodder, fue|
and fibre. In terms of employment
generation aliso, the programmes were
reported to be quite successful.

The coverage of renewable energy
programmes should be widened to
include environmenta! regeneration and
agro-industrial development, in addition
to more traditional uses. It would also
be preferable to implement rural energy

programmes on a watershed basis
(the natural boundaries of the village).

A strategy for phased development
of renewable energy resources, which
gives emphasis to the utilisation of a
conventional energy network in the
initial stages must be considered. In the
second phase, when significant bioenergy
supply becomes aveilable, renewabile
energy sources can be given a motre
prominent role. Industries which have
the potential to use low and medium
temperature could be supplied through
renewable energy sources., However, all
these benefits must be equitably shared
so that they are not cornered by the more
affluent groups.



Community efforts are needed to over-
come the resource constraints by organi-
sing groups to manage bioenergy, to
assess the bioenergy needs, to explore
the avenues for using solar heating devi-
ces, wood gasifiers and biogas units, and
for income generating activities that will
benefit the rural poor.

Methodological Aspects

The workshop also highlighted the
need for utilising various methodologies
for themanagement of renewable energy.
Survey methods have been used extensi-
vely to estimate current patterns' of fuel
usage in rural areas. At the micro level
such as a village or waters_hed, it is poss-
ible to quantify all the major energy apd
resource flows, in order to t.d'entlfy defic-
iencies that need to be rectified, Energy
flow accounting at the macro level
requires sufficient secondary data, which

368

may not be available for non—conven-
tional sources of energy. An alternative
approach is the use of simulations or
models, whereby the effects of various
parameters on energy supply and demand
can be explored. They also serve as

heuristic devices in the training of energy
managers.

Interventions such as Urjagrams or the
National Biogass Programme can be
evaluated using cost-benetit analysis,
technology/impact assessment, or opera-
tional research methods. Since accep-
tance by the target group is a major issue
in most technological interventions, the

use of sociclogical or anthropological
methods is indicated.

The deliberations at the workshop were
fruitfut, demonstrating the crucial need
for an interdisciplinary perspective in
planning and managing renewable energy
resources in rural areas.
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EDITORIAL - SOME HIGHLIGHTS

I. General Economic Scene

State

1991—92 Proposals

In the reply to the debate on the
Governor’s address, the Chief Minister
set forth a number of .proposals, .to
be implemented from thls_ year which
increases the year's deficit from Rs.
307.31 crores presented in the interim
budget for 1991-92 (see Vol XXI p 205)
to Rs. 1200 crores. The 1930-91
budget shows a deficit of Rs. 209.86
crores and the year ended with a shortfall
of Rs. 1563 crores. The Rs. 1200 crores
deficit for this year, 1991—92 comprises
a) the deficit shown in the interim budget
b) Rs. 220 crores for. DAs, higher subsidy
on PDS and debt relief to weavers and
farmers, c) the loss of revenue of Rs, 322
crores in closing the cheap liquor shops,

d) within & 5 year target of building 10 .

lakh building units, 1.2 lakh units to be
built this year, including the units built
by TN Adidravidar Housing Davelopment
Corporation, the Tamil Nadu Housing
Board, the Slum Clearance Board are the
Cooperatives, with the balance to be

Tl
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built by the private sector helped by
availability of finances and building
materials plus provision of drinking water
facility to 2483 habitations including 943
occupied by Adi Dravidas at a cost of
Rs. 10 crores and Rs. 7 crores to provide
drinking water to 1087 Adidravida
habitations in other village, e) 12 cooper-
ative spinning mills to be modernised at a
cost of Rs. 25 crores, the IDBI! contribu-
ting Rs. 18 ciores and the state Rs. 7
crores, f) Rs. 25 crores for increasing oil
seeds products and cooking oils on the
basis of the project of the TN Oilseeds
Growers Cooperative Federation, with a
special oilseeds production programme in
Dharmapuri and several extraction and
bean oil nuts in other districts, g) Rs. 289
crores to compensate district cooperative
banks on the loan waiver scheme of
which the states share is Rs. 145 crores
plus Rs. 54 crores as the first instalment
repayment to the union government, h).an
extensive programme of capital subsidy
and sales tax concessions to promote
industrialisation—the details of which
are set forth in the industrialisation
section, i) a granite polishing unitand a
mango pulp unit in Dharmapuri, j) a
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Rs. 85 crores pig iron project in the joint
sector in Mettur, k) a silicon unit also in
the jointsector, |) a graphite benefication
unit with an initial cost of Rs. 15 crores
facilitating ancillary units of Rs. 200
crores m) a push to increase union invest-
ment which is a mere 3 per cent of total
union investment in India, n) industries
to be allowead to improve roads and coll-
ect tolls to meet its cost, o) a request for
special union grant for export oriented
centres like Tirupur, Ambur, Ranipet and
Dindigul, p) on power, the clearance of
the Rs. 2500 crores expansion of the first
mine cut at Neyveli and the setting up of
two 210 MW thermal plants lignite
at Neyveli and the 1500 MW thermal
station in the VIII Plan. In view of the
difficulty of getting coal, the whole of
Neyveli's power should be allotted to
Tami! Nadu. q) the reopzning of the
cjosed spinning mills and starting Stand-
ard Motars factory, r) in the health field,
priority for higher education, pay rise and
deputation for foreign studies for doctors
who opt to work in rural areas, the
increase of medicines in PHCs from
Rs. 30,000 to Rs. 400,000 involving Rs.
1.5 crores plus improvements to district
hospitals. s) on rural development,
upkeep of 1.2 lakh pumpsets involving a
doubling of the allocation to Rs. 1.5
crores, Rs. 1 crore special grant to each
Panchayat Union to enable them to pay
their dues to the Tamil Nadu Electricity
Board and the annual allocation for road
improvements increased from Rs. 5.32
crores to Rs. 9.02 crores, and Rs. 65.85
lakhs to provide raincoats to 39 000 con-
servancy staff worker’s in local bodies,
t) special training for those appearing
for union examinations and u) Rs. 20
crores for improving Madras city roads
and Rs. 20 crores for removing traffic
bottlenecks and provision of Rs. 100
crores for elevators on busy crossings on
Anna Salai, Rs. 18,50 crores for laying
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sewage lines and clear the city's water
ways, and v) Rs. 9 crores to provide half
kg of rice for weak and old persons,
Rs. 374 crores for the self sufficiency
scheme. Ali this industrial, Rural Deve-
lopment and Welfare measures are im-
portant and have been carefully program-
med. The government stated to the
Assembly that it is in the grip of a finan-
cial crunch and faces for the year a total
deficit of Rs. 1200 crores. Now the
budget for 1991-92 is looked forward
to see a) how many of the schemaes will
become a reality in 1991-92 and b) what
their cost is and how it will be financed.

Climate and Prices

July was a cool month, after the
warm summer weather of the previous
two months, There was also the rains
during the month which covered not
only the southern districts but this
year also Madras and Northern districts.
This year's south west monsoon has
been good, as for the period June 1
when the monsocon started to July 10
all districts except Nilgiris received
excess rainfall. Madras district received
320 mm against. Infact the
74mm which was a 331 per cent
excess over the normal. Infact the
normal rainfall for the entire season
for Madras city (June 1 to September
20) is only 340 mm. The rainfall in
the districts was also good, at 18 per
cent above normal for Nilgiris, and
617 per cent for the Chidambaram
district. The city has had cloudy weather
throughout July. The government de-
puted a team to Kanyakumari to assess
the damage caused by the rains and
floods. The rain caused breaches in 14
tanks and 18 channels and seversl
towns and villages have been inundated

normal

in the district. On prices, CS0’s mon-
thly abstract of statistics for January1991
(arriving 6 months later in July) reports
the index number of consumer prices
for industrial workers being stagnant at
185 for September 1990 and moving
up 2 points to 187 in October 1890
with no data beyond September 71980
for index number of prices for agricul-
tural workers and beyond October 1990
for urban non manual employers, repor-
ted already in Vol {XX!| p208). Despite
efforts made by ‘the government and
the promises of vegetable dealers to ths
food minister, the price of vegetableg
continued to be high in July. Tomatoes
was selling at Rs. 25 a kg, carrot
Rs. 16 a kg, beans Rs. 10, brinjals Rs. 6
and potatoes Rs. 6 a kg. Edible oil
is selling at an incredible Rs. 50
a kg and pulses Rs. 22 a kg. the reasons
for this sharp rise are not known and the
profiteering seems undetected.

Powar

The power situation in the state in July
was normal with the continuing 25 per
cent cut on HT industries. By July 18,
hydel reservoirs had a storage equivalent
of 1220 MUs (against 974 MU at this
time last year and the total capacity of
2200 MMU). The south west monsoon
is continuing to bring inflows during the
month, and by the end of July the over-
flow from the KR Sagar and Kabini flow-
ing into Mettur has raised its level over
110.45 feet on July 31, reaching the full
level of 120 feet by August 2 or 3. The
inflow into Mettur was 2.75 lakh on July
31. As aresuit, the TNEB has stepped
up the hydel generation. Its storage at
the end of the month was equivalent of
1630 MU against the full capacity of the
reservoirs of 2200 MU, But the coal
stock position for 3 thermal station is not
good at 75,000 tonnes which is 3 days
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consumption. There are substantial
stocks available at the 3 loading ports —
Haldia (14 lakh tonnes), Paradeep
(42,000 tonnes) and Vishakapatnam
(62,000 tonnes). TNEB is unable to lift
the 1 lakh tonnes offered by AP chief
minister trom the Srirampur and Ram-
krishnagar fields as Singereni hws not
permitted the use of its loading facilities
because of the naxalite problem. Another
problem area is that the expansion
projects of NLC are held up because of
the political changes in former East
Germany. The first mine cut and the
thermal plant expansion was to come
from the erstwhile East Germany and the
USSR for the thermal plant. Similarly
the expansion plan for the briquetting
and carbonisation plant is held up
for the same reason. The plan now
awaits the settlement of the political
and economic situation in the unified
Germany. The General Electric Company
is setting up a Rs. 7 crore unit in Madras
to make SF6 circuit breakers and
isolators which will help the power
industry in the state.

The power situation in the country
was normal in July, with Karnataka
having its hydel reservoirs full, so that
it was able to lift the 25 to 30 per cent
cut on HT users. However power
shortage has hit AP‘s textile industry.
Due to the devaluation of the rupee,
the cost of the 710 MW Koelkaro hydel
project aimed at developing the back-
ward tribal adivasi area of Bihar has
been increased by over Rs. 250 crores
and has thersfore been sheilved. The
government states that during the next
3 years 27,000 MW more power could

-be generated at a cost of Rs. 89,000

crores to be raised internally, for which
Rs. 20,000 crores is needed in the
Plan, and for which there is little hope
as will be seen when the union budget
is analysed. Wil} the power tariff he



cost based, cutting the subsidies on
which it lives? The post budget period
will answer this query. The question
of gas price is now the subject of
controversy. The Kelkar committee has
rejected the suggestion that the pricing
of natural gas when used as fuel for
power generation should be fixed on
the heat equivalent of coal. The com-
mittee has suggested that it is the
total cost of generation that should be
the base. The gas price for the power
sector should be linked to the fuel ail
replacement value, or the fertiliser
sector to the Naphtha replacement value.
The fuel/oil equivalent price will be
Rs. 2000 per 1000 cubic metres against
the current price of Rs. 14C0 per 1000
metres. The Gujarat government has
rejected the Kelkar committee report
and wants a broad based price com-
mission on gas,

Water

In July the major issue in the state
was the non notification by the union
government of the interim order of the
cauvery water tribunal and the non
implementation of the order by the
Karnataka government. The government
organised a bandh in the state on July
26 which was supported by all parties
and the 11 Tamil Nadu AIADMK MPs
have sent a memo to the Prime Minister
that they would resign from the Parlia-
ment, on this issue. The Minister of
Labour who is also President of TNCC-I
resigned his ministership. Karnataka has
contested this by organising a bandh on
the same day, July 26 in protest against
the interim order which it states it will
not carry out as it is ultra virus and has
passed an ordinance nullifying the ordin-
ance. Itis very doubtfulif Tamil Nadu
will get any water this year from the
cauvery. Mettur hasbeen receiving the
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surplus water discharged from the Kabini
and KR reservoirs in Karnataka and its
level reached 110 feet against the full
level of 120 feet. The inflow has increa-
sed to 1.3 lakh cusecs. The reservoir was
opened on July 21 and it was hoped can
stay open till January 1922 (if the interim
order is carried out). The Papanasam
reservoir which serves only Tirunelveli
and Chidamabaram districts is reported
to be surplusing which is rare in July and
the water supply is being used for adva-
nce kar cultivation, The National Water
Development Agency after a survey of
the surplus water of the Pamba and Ach-
ankoil rivers in Kerala has drawn up a
plan for transferring 664 cm of the sur-
plus water of the 2 rivers (after meeting
in full the existing and future water
needs for irrigation, domestic and in-
dustrial use as per the norms of the
government of Kerala) througha 10 km
tunnel through the Western Ghat and
the open channel in Tamil Nadu to
serve the drought prone areas of
Tirunelveli, Madurai and Ramanathapu-
ram. This should be followed up by the
two governments,

Housing, Water
Transport

Development and

The plan for building 10 lakh houses
in 5 years, involving the building this
year of 1.2 lakh houses by the Tamil
Nadu Adi Dravidar Housing Corporation,
Rural and Urban housing programmes,
the Tamil Nadu Housing Board and
the >lum Clearance Board and Coopera-
tive was earlier referred to. Further ‘a
special Rs. 20 crore scheme for impro-
ving roads and bridges to remove traffic
bottienecks. A scheme for streamlining
the distribution of uninterrupted water
supply to all parts of city at a cost
of Rs. 505 crores is to be taken up-
with the financial assistance from LIC

(Rs. 50 crores), HUDCO (Rs. 125 crores)
and the World Bank (Rs. 350 crores).
The Pallavan Transport Corporation
reports that it has installed an inexpen-
sive device—an accelerator pz=dal stopper
—which increases the fuel efficiency
from 3.3 km per hour to 46 km mph.
This may enable the PTC to restore
the services cut on Sundays with the
substantial saving on fuel.

Self Sufficiency

As part of the 1991-92 proposals
with which this section started, a
Rs. 384 crores special self sufficiency
scheme was announced to be launched
immediately. This scheme is to provide
basic facilities in rural areas which
include roads, drinking water supply,
street lights and health services. Each
panchayat union is to get Rs. 1 crore
for this purpose as noted earlier. All
this depends on resource availability
and on this the government has made
requests to the union finance minister.
the deputy chairman of the Plan-
ning Commission and the Prime
Minister to increase the various grants
to the states under Plan and non Plan
heads.

Market Borrowing

In the RB! floated Rs. 1200 crores
states borrowing, Tamil Nadu raised
the 6th largest loan at Rs. 87.30 crores,

the fargest being that of UP at Rs. 204.40
crores.
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National

Union Budget (Final) 1991-92

The final Union budget for 1991-92
was presented to Parliament in late

:July. Its major features are summed
in the table below.

1t will be noted from the above table that
non plan expenditure (item 9) which was
budgeted at Rs. 76,907 crores in the
interim budget (which was a little lower
than the revised 1990—91 budget) esti-
mate has been raised to Rs. 79,687 crores
that Revenue deficit (item 18) which was
shown in the in‘erim budget at Rs. 17,766
crores is reduced in the final budget to
Rs. 13,884 crores, that the budgetary
deficit interim budget (item 19) which
was Rs. 9977 crores is reduced to Rs.
7791 crores and the fiscal deficit in the
interim budget (item 20) which was
estimated at Rs. 38,475 crores is now
estimated at Rs. 37,727 crores. In intro-
ducing the budget, attention is called to
some 35 items which the budget, directly
or indirectly dealt and some 13 group of
broad budget expenditure or income
proposals : 1) The precarious balance of
payments situation, the current account
deficit of which has increased from 2 per
cent to 2.5 per cent of GDP, 2) the
fiscal imbalance which has been worse-
ned by the Gulf crisis, 3) the inflationary
pressure wherein at 31 March 1991 the
wholesale ptice increase is 12.1 per cent
and the consumer price index is 13.6 pet
cent, concentrated on essential commo-
dities. 4) The large and persistent macro
economic (imbalances) and low produc-
tivity of investment manifested in a)
unsustainable increases in government
expenditures, notably, b) run away
subsidies, ¢) a tax system with many
loopholes, d) the public sector not
generating investible surplus, e) the anti-
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- 1989-90  1990-91

(All figures in Rs. Crores)

1991-92  1991-92 1991-92

Actuals Budget Revised Interim Budget
Estimates Estimates Budget Estimates
Estimates
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Revenue Receipts

Tax Revenue (Net to centre)
Non-Tax Revenue

Capital Receipts

Recoveries of Loans

Other Receipts

Borrowing & other liabilities
Total Receipts (1+4)
Non-Plan Expenditure

On Revenue Account

On Capital Account

Plan Expenditure

On Revenue Account

On Capital Account
Total Expenditure (9+12)

52286 57938 57381 63584 67529
38349 45294 44318 49374 52500
13947 12644 13063 14210 15029
30018 34165 38564 36006 38174
4380 4576 6005 5608 5666

-— — — 2500 2500
25038 29589 32559 28498 30008
82314 92103 96945 100190 105703
64505 68843 76761 76907 79697
52137 56671 60946 64304 64315
12368 12172 15815 12603 16382
28401 30466 29956 33260 33725
12071 14299 14020 17046 17068

16330 16167 15936 16214 16657
92906 99309 106717 110167 113422

Revenue Expenditure (10+413) 64208 70970 74966 81350 81383

Capital Expenditure (11414
Revenue Deficit (1 —-16)
Budgetary Defigit (8~ 15)

Fiscal Deficit
(1+5+6)(15-7+19)

) 28698 28339 31751 28817 32039

11912%*% 13032 17585 17766 13854
10592 7206 10772 9977 7719+

35630 36785 43331 38475 37727+

Includes transfer of Rs. 2300 crores of OCC deposits from Public Account.
Including other variations in RBI's eredit to central government.
Not independently estimated.

rural economy bias, f) the widening
gap between government income and
expenditure and g) the flight of capital
from the country, 5) the fiscal deficit
climbing to more than 8 per cent of GDP
in 1990 —91 against 6 per cent in the 80s
and 4 per cent in the 70s 6) The
internal public debt rising to 5% per
cent of GDP with onerous debt servi-
cing. 7) Interest payments being above
4 per cent of GDP, constituting 20
per cent of total union government
expenditure, 8) The external debt in-
cluding NR! deposits estimated at 23
per cent of GDP and the debt servic-
ing being 21 per cent of current account
receipts. 9) The current level of foreign
exchange reserve falling to Rs. 2500
crores. covering a mere fortnight's
imports. 10) A credible fiscal adjust-
ment and macro economic stabilisation
requiring progressive reduction of the
fiscal deficit of the union government,
a similar cut in the revenue deficit
and reduction in the current account
deficit in the balance of payment along
with reduction in the levels of internal
and external debt. 11) The need to
back up this macro economic stabilisa-
tion and fiscal adjustment by economic
policy reform to a) increase efficiency
and international competitiveness of in-
dustrial production, b) for this to utilise
more foreign investment and foreign
technology. ¢) to modernise the financial
sector and d) to improve the perfor-
mance of the public sector. 12) Industry
to shed barriers to entry and limits on
size of growth of firms, reverse the
proliferation of licensing which has led
to monopoly. 13) Industrial Deveiop-
ment is related to trade policies calling
for changes in import-export policy
aimed at reducing import licensing,
promoting exports and compression of
imports, 14) The exchange rate adjust-
ments - Devaluation - on July 1&3 and
the enlargement and liberalisation of the
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replenishment license system which be-
gins. 15) the transition from a regime
of quantitative restrictions to a price
based mechanism. The scope and
area for the operation of market forces
is to be expended as it is held that a
reformed price system is superior to
quantitative control for resource alloca-
tion. 16) There is to be a liberalised
policy regimes for direct foreign invest-
ment, particularly in high priority industy-
ies which will be given prompt approval.
17) Foreign equity ratio of 51 per cent to
be allowed for trading companies engaged
in exports. A special board is to be
constituted to negotiate with a number
of large international firms and approve
direct foreign investments in selected
areas giving access to high tech and
world markets. 18) The public sector is
to be turned around to make it an engine
for growth rather than an absorption of
national savings without return. For this
the portfolio of public sector investments
are to be reviewed to concentrate its
future operations in strategic areas requi-
ring high tech and essential for infrastry-
cture and in order to raise resources,
widen public participation and promote
greater accountability upto 20 per cent of
equity in selected public sector undertak-
ings to be offered to mutual funds and
investment institutions in the public
sector and their workers. Sick PSUs are
to be referred to BIFR and there is to be
austetity in management of PSUs, 19)
The banking and financial system is to
be reviewed to introduce production
norms and improve profitability and for
this a high level committee is to be set up
to consider structure, organisation, fun-
ction and procedures of the system. 20)
Interest rates a crucial dimension of the
financial sector can have some rela-
xation in intervention, on which RBI
has started by providing a floot, the
removal of all restrictions on interest
rates of debentures which will be



governed by market fotces. Similarly
facilities are to be extended to small
savings. 21) For the growth of the

capital markets, protecting the rights of.

investors and preventing trading mal-
practices, the government is to set up
a Board and give it its needed power.
22) A comprehensive review of policies
and procedures on NR! investment is
to be carried out and further relaxation
made to remove all problems and
obstacles. 23) The Board of Industrial
Costs and Prices is to be transformed
into a Tariff Commission to fix tariffs
and domesfic prices where there might
still be need to protect Indian industry
and ensure coordinated resources. 24)
Fiscal adjustment requires reduction in
government expenditure and increase in
government income. The elimination of
structural imbalances requires reduction
in both fiscal deficit and revenue
deficit as a proportion of GDP. The
budget does this. 25) As noted earlier
the fiscal deficit estimated by the
intetim budget at Rs., 38,475 crores
was because of nothing being done in
the 4 months since its presentation to
Parliament, shot up to Rs. 52,000
crores, The budget deficit narrowly
defined as borrowing through short
term treasury bills for 1390-91 estimated
at Rs. 11,400 crores was higher than
the revised estimate of Rs. 10,722
crores because of a revenue shortfall
particularly in Corporation tax revenues
26) Turning to 1991-92, the increas-
ing level of non plan expenditure
financed through borrowing has led to
a steep increase in interest payments,
the revised estimated for 1990-91 on
interest of Rs., 21,850 crores which
was 33 per cent of net revenue receipts
will be Rs, 27,450 crores being 42
per cent of net revenue receipt
and by 18994-95 could shoot up to 50
per cent of the receipts, showing the
need to reduce non plan expznditures
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in the next 3 years. Total reviscd non
plan expenditures for 1990.91 s
Rs. 76,791 crores which would increase
to Rs. 89,000 crores in 1991-92, calling
for a reduction in it by atleast 10 per
cent. The major item of interest pay-
ment would rise to Rs. 36,000 crores
in the next year and so points to the
need for strict discipline in government
borrowing during the remaining 3 years
27) Defence outlay, the sscond Iargest.
component of non plan expenditure is
not being reduced from the revised
1990-91 Rs. 15,7560 crores but is being
increased to Rs. 16,350 crores in 1991-92,
which is to be regretted. 28) The export
subsidy is substantially reduced as will
be noted under the economy section
as a result of the abolition of CCS
from July, enabling the export subsidy
to be reduced from Rs. 4300 crores
to Rs. 1224 croves. 29) On fertilisers,
the 4 low analysis fertilisers are freed
from price and movement controls,
increasing the prices of other fertilisers
by 40 per cent along with a subsidy
ceiling on super phosphates leading to
its total deregulation in the future,
inducing a reduction of cost and im-
provement of efficiency. 30) 50 per
cent of Plan resources are to be invested
in the agriculture and rural sectors.
31) The sugar subsidy of Rs. 350
crores on levy sugar is abolished and
the levy price under PDS increased
from Rs. 5.26 a kg (the free market
prices is Rs. 10 a kg) to Rs. 6.10.
The provision of food subsidies is
being increased from Rs. 1800 crores
in the interim budget to Rs. 2600
crores so that PDS could function
effectively for the rural poor in the
matter of foodgrains. 32) As a rasuly
of the July devaluation, the import bii|
for crude and petrolsum products will rige
and so petroleum prices-motor spirit,
LPG, is to be raised by 20 per cent and
the price of diesel and kerosene for

industrial use by 10 cent, while for dom-
estic use is reduced by 10 per cent, which
is a 50 par centroll back in relation to
October 15, 1990 prices. This will help
the poor with kerosene and farms with
diesel also whose price will not be
increased 33) On naon plan expenditure
excluding interest, defence and major
subsidy, the total provision in 1991—92
budget estimates is Rs 28073 crores,
showing a reduction of Rs. 1538 crores
compared to 1990~91 revised estimates-
34) As there is no provision for DAs and
to avoid the ministries cutting into their
plan allocation to meet their DA allot-
ments, they are requested to prioritise
their activities so that the low placed
ones can be abridged or absorbed. 35)
The non plan expenditure on the Rural
Debt Relief Scheme which has introduced
an expenditure of Rs. 1500 crores last
year to maet Rs. 800 crores as its under
estimate and for tha2 vyear a future
Rs. 1500 crores is providzd. 36) As the
budget had to bz presented within one
month of the new governmeants’ forma-
tion because ths vote on account expires
at the end of July, the Annual Plan for
1991—92 has not besen reoriented to
reflect the new concerns, and more over
being situated amidst the massive fiscal
corrections which called for a reduction
of the Union Plan and its assistance to
states’ plans, all of which are avoided.
The Union Plan for 1991--92 records an
increase at Rs. 42,969 crores and its
assistance to states plans, at Rs. 14,710
crores have been protected, Against this
background, the budget propos:s a) the
higher revenue from direct taxes, b) a
national housing fund, a corporation for
the welfare of backward classes and a
and a national renswal fund for workers
unemployed by closing firms. ¢) incent-
ives for research and publishing industry,
d) promotion of offshore country funds,
e) incentives to software exports, f) relief
to new hotels in hilly and remote areas,
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g) correction of tax avaidance through
transfer of assets, h) income and wealth
remain unchanged, i) corporate tax raised
i) interest tax rates revised, the direct
taxes resulting in a net revenue of
Rs. 2139 crores of which Rs. 97 crores
will accrue to states, k) ad valorem, cust-
oms duties halved with a ceiling of 150
per cent, 1) relief in auxilliary duty,
m) extension of MODVAT to other items,
n) providing relief for drugs, aluminimum
and newsprint, o) increase in special
excise duty, on cigarettes, tax p)adequate
aliocation to sectors dealing with human
resources and q)a grant of Rs. 100 crores
in 5 years involving Rs, 20 crores in
1991-92 to the newly created Rajiv
Gandhi Fund to function in 7 fields. All
this places total receipts at existing tax
rates at Rs. 103,698 croves, and total

expenditures at Rs. 113,422 crores
(Rs. 79,697 crores non plan and
Rs. 33,725 crores Plan). Revenue recei-
pts at existing rates of taxation yield a
gross revenue of Rs. 66,218 crores this
year compared to last year,s revised esti-
mates of Rs. 58,916 crores. The states’
share of taxes is Rs. 15643 crores and the
net revenue receipts of the union includ-
ing more tax revenue are estimated to
increase from Rs. 57,381 crores in
19390-91 to Rs. 65,524 crores this year,
In capital receipts, market borrowing s
Rs. 7500 crores against last vyear's
Rs 8000 crores and instead of increasing
by 10 per cent to over Rs. 8800 from
past trends, small savings collections
will be Rs. 8000 crores and Rs 2500
crores from the 20 per cent disinvestment
of the equity, (which would also broad
base the equity, improve management
and increase their resources), external
assistance is placed at Rs. 3510 crores
(not allowing for devaluation) compared
to Rs. 3984 crores in 1990-91. The result
of all this is a budget deficit of Rs. 99,124
crores (without additional tax and resou-



rce mobilisation), the revenue deficit at
Rs. 15,859 crores and the fiscal deficit at
Rs, 39,732 ciores —from each of which
the additional resource mobilisation of
Rs. 2005 crores should be deduced. The
details of the tax proposals are : A) the
indirect taxes 1) LPG up by 20 per cent,
kerosene for domestic use down by 10
par cent. 2) colour TV excise increase by
Rs. 500 to Rs. 760, with black and white
TV exemption 3) excise on VHS, VCR and
VCP to be increased by Rs. 250-400, 25
to 30 per cent 4) cigarettes, bidis and
panmasala to net Rs. 337 in one year, 5)
excise on refrigerators increased by Rs.
200-800, air conditioners by Rs, 2000 to
Rs. 30,000 and compressors by Rs.
18,000, 6) the ad valorem rate of basic
plus customs duties reduced to a maxi-
mum of 150 per cent (from the current
over 300 per cent on some articles)
except for alcoholic beverages and pas-
senger baggage,7) auxiliary customs duty
relief of 10 per cent on items which had
an increase of 20 percent in December
1990, 8) for items like waste paper,
wood, jigat (used to make agarbathi),
ethylene, machinery for fuel injection;
printing machinery, the auxiliary customs
duty rolled back to the pre December
1991 levels, 9) import duty on capital
goods and machinery and spare parts
reduced from 85 to 80 percent, 10) a
concessional duty of 50 per cent for
machinery under technology upgradation
scheme, 11) excise on motor cars increa-
sed from 50 to 60 per cent, 12) excise on
2 wheelers of 50-75 cc reduced from 20
to 15 per cent, 13) excise on audio
cassettes increased from Rs. 3 to Rs. 5
per sq metre and on video cassettes from
Rs. 10.50 to Rs. 15 parsq metre, 14) 5
anti epiletic formulations exempted from
duty, 15) yarns for fishing nets exemption
from duty, 16) excise concession for
pesticides and exemption from food pro-
cessing items and agrobased products
like butter, cheese, vegetable oils and
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jelly beans, 17) aluminium doors and
windows and adible oils fully exempted
from excise, 18) tea, coffee and vanas-
pathi exempted from special excise, 19)
no excise on bicycles and energy
efficient choolas, and 20) the total
excise exemptions of utensils extended
to other household items. B) The direct
taxes proposed are a) personal income
tax rates and surcharge unchaged,
b) no change in wazalth tax rate, )
basic deduction of Rs. 10,000 under
section 48 of IT Act for long term
capital goods raised to Rs. 15,000, d)
tax deduction at source to cover new
areas like commission and intercst paid
by bank on tims deposits and with-
drawal from National Savings Schames
for payments above Rs. 2,000 a vyest,
e) loss of transfer of capital assets
will be set off only against gains from
transfer of another capital asset, f) a
last chance for tax evaders to declare
their resources through deposits with-
the Nitional Housing Board before
November 30, 1891 and one more
chance to declare unaccounted incomes
which section 273 A of IT Act being
amended, g) corporate tax for widely held
companies raised from 40 to 45 and for
closely held companies from 45 to 50 per
Cent, with existing 15 per cent surcharge
to continue, h) general rate of deprecia-
tion for machinery and plant reduced
from 33.33 to 25 per cent and depreci-
ation for motor buses, taxis and other
equipment reduced from 50 per centto
40 per cent, i) 100 per cent deprecia-
tion to continue for renewable energy
and energy saving devices, j) deduction
from taxation profits of entire amount
paid for social welfare schames, k) tax
concessions to fund social science
research, incentives to authors and
publishers and revival of deduction of
25 per cent profits from books and
professional income of authors of Indian
language texts for 5 yecars, 1) 10 per

cent recuction on tax cn dividend in
comes from UT! offshore funds and
its long terms capital gains, m) deduc-
tion under section 80U of IT Act for
blind or physically handicapped raised
from Rs. 15,000 to Rs. 20,000, n) tax
rebates under section 88 T Act to
public, housing corporation schemes,
under section 80HHC to software
exports and processed minerals and
concessions under section 80 extended
to scientists, technologists and pro-
fessionals, o) newly approved hotels
in villages and remote areas exempted
from expenditure tax for 10 years, p)
tax exzmption to incomes from horse
races abolished, r) donation to African
fund 100 per cent tax exemption, and
q) in the human sesources area, educat-
ion has an increase of Rs. 112 crores
to Rs. 977 crores in the current year,
the employment gensration for 900
million mandays have been provided
Rs. 2100 crores, rural water supply
Rs. 7568 crores so that there will be no
problem villages by March 1993 and
the development of the corporation
for backward classes welfare, National
Renewal Fund to look after workers un-
employed because of technical change
(as noted earlier), a National Foundation
for communal harmony to care for
children orphaned in communal riots,
youth exchange for national integration
and a programme for South cooperation.
The direct tax levies, it was earlier noted,
will yield Rs. 2138 crores including Rs. 97
crores for the states. The income of
revenue through the corporation tax will
bring in Rs. 1304 crores, the interest tax
an increase of Rs. 535 crores, personal
income tax an increase of Rs. 125 crores
through enlarging the net and better
collection : on customs Rs. 510 crores
will be lost through narrowing the range
and reducing the maximum rate from 300

- Per cent to 150 par cent.Tha union excise
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-will net Rs. 988 crores and the total tax
revenue increase will be Rs. 2617 crores.
On the expenditure side, major subsidies
(export and fertilisers) have been redu-
ced from Rs. 9550 crores to Rs. 7824
crores. On interest, the largest-item, there
is no reduction and there can be none in
the short run but by reducing market
borrowing future interest payments wili
be reduced. On expenditure reduction,
it is capital expenditure, plan and non
plan--that has been cut, with only a 1
per cent increase over last year's capital
expenditure, while revenue expenditure
has increased by 8 per cent. The minis-
tries that have taken a cutin outlay are
—fertilisers from Rs. 585 crores to Rs.
411 crores, civil aviation from Rs. 485
crores to Rs. 433 crores, industrial
development trom Rs. 244 ciores to Rs,
70 crores, heavy industry from Rs. 594
crores to Rs. 531 crores and mines from
Rs. 613 crores to Rs. 417 crores. All
this reflects the intention of government
to pull in its horns in these sub-sectors,
and let private operators take over. The
budget for the first time is the centre
of a comprehensive national economic
policy but like all budgets has its strong
points and weaknesses. In assessing
the union budget for 1991-92, the
budget must be viewed as part of g 4
point package comprising a) the macro
economic adjustments effected in the
main by the budget introduced on July
24, b) the reduction in the balance of
payments deficit on current account
through the devaluation of the Rupee
effected on July 1 and 3, c) comple-
mented by the reforms in the policy on
imports and exports brought into being
on July 4 and d) the structural adjust-
ments involved in the new industrial
policy announced en July 24. This
four part policy of which the union
budget for 1991-92 is the decisive key
and focus aims at bringing about a turn
around in the economy through macro



economic stabilisation and adjustment
in reducing sharply the fiscal deficit
along with paying the rather heavy cost
in taxes and charges which such adjust-
ment involves. The budget on some
items also take account of the deva-
luation of the rupee in computing the
heavier debt servicing charges involved,
though the effect on the larger rupee
equivalent of foreign resources inflow is
not reflected in the budget. Second, the
tax increases which will bring in Rs.
2617 crores during the year are needed
both to reduce the gap between govern-
ment revenue and expenditure and to cut
back consumption of goods and services
not essential for the individual or house-
hold and economy. It is also good that
the decline in direct tax receipts has
been stopped and the excise increase
are on what the government calls elite
consumption. But if the NCAER survey
referred to later -is right, some of these
items are now being consumed by the
urbon and rural poor. If they are doing
so, they should also bear the burden of
increased taxes. Third, the budget has
made a start in cutting back on govern.
ment expenditures mainly in reducing the
cost of fertiliser subsidy, in abolishing
the cash compensatoty support which
cuts back about three fourths of the
export subsidy and reducing one part
of the food subsidy namely that on sugar.
In this area of cutting government
expenditure, itis good that the govern-
ment has asked the ministries to priori-
tise their items of expenditure, so that
they could cut the last items for purposes
of paying their DAs or our economy
measures. Fourth, as a result a first step
has been taken in the revenue deficit
reduction from Rs 17,585 crores of the
revised 1990-91 year to Rs. 13,845
crores for the current year and this
process need nat only to be maintained
during the year, it needs to be inten-
sified during the next 3 years so that by
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the end of the VIl Plan there will be no
revenue deficit.  Similarly one fifth of
the budget deficit has been cut from Rs.
10.772 crores in  1930-91 revised, to
Rs. 7719 crores in 1991-92 which is
I per cent of GDP. This again is a
good start and should not be allowed to
increase during the year and should be
continued and intensificd in the next
3 years so that the budget deficit at
the end of that period is O. Sixth,
the reduction of the fiscal deficit from
Rs. 43,331 crores (revised) in 1990-91
which was 8.5 percent of GDP has
been reduced to Rs. 37,727 crores for
this year which is 6.5 per cent of GDP.
This sets the stage for negotiation on the
long term and longer IMF toan. But the
aim in regard to the fiscal deficit also
should be to bring it down to 2-3 per
cent in 3 years time. There are also
certain queries in the budget. First, on
the cutting of non plan expenditures, not
enough has been done on two fronts.
One is the huge defence outlay which
has not only not been cut but has actu-
ally increased. The other is the adminis-
trative costs of the government has noy
been cut nor the budget support and
subsidies to the public cnterprises. Here
much more could be done in the next
budget. Second, the loss making public
sector enterprises are not being ade-
quately dealt with in the budget. They
are being referred to BIFR which is a
waste of time, as the experience of the
past few years since its creation shows.
These perenially loss making units should
have been closed or sold. The obstagje
to this is the strong oppasition of the
trade unions and the political parties.
It is hoped that the National Renewal
Fund will begin functioning this year
and give the trade union an assurance
that the workers who are thrown out of
work as a result of closing the loss
miking units will be retrained and
deployad in the new units which the

funds raised from sale of their real estate
should make possible. Meanwhile the
Fund will provide a safety social security
net to the unemployed workers. Second,
the proposal to disinvest 20 per cent of
equity of some public sector enterprises
raises many issues. It should not be
regarded as a revenue raising measure.
Its receipts should not be used to meet
the government’s consumption expendi-
ture. It should also cover loss making
units and the funds so raised should be
used as capital investment. Third, in the
area of taxation, the biggest gap
in the country is the absence of any
tax on agriculture. This has been widely
debated in the economy and it is to be
regretted that the budget has not posed
this issue as a question which demaands
serious attention in time for the next
budget. Fourth, the inflationary pressure
wiil be fed from {our sources: first,
the rise in petroleum prices and (rail-
way fares and rate); second, the improv-
ed balance of payment through larger
export earnings and higher import prices
resuiting from the rupee depreciation :
third, the subsidy reduction of fertilisers
and sugar will raise their prices: fourth
the enhanced excise on the ‘‘white
goods”, TV, VCRs, VCPs. The contra
force is the macro level deficit reduction
and the decontrol, delicensing and dere-
gulation which are long term anti-infla-
tionary forces. Fifth, there is a feeling
of unease over the various provisions
made in the budget for dealing with
black money, There is the amnesty
scheme which will allow people to
deposit their funds in the National
Housing Rank, and on 60 per cent of it,
the depositer can draw and use it as he
likes. On the whole deposit, there is “to
be no look in period””. The other scheme
is the foreign exchangs remittance
received by any person which will not
be subject to gift tax and will not be
subject to scrutiny under direct tax laws
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and exchange control regulations, There
have been some 7 schemes like this in
the past which have failed to unearth
btack money and which are unfair to the
honest tax payer. Sixth, the NRIs are
being invited to send funds to India on
the assurance that no question will be
asked as to their source. This surely is
an open invitation te NR! to bringin a
larger way unaccounted money which
they are doing now and using our
banks to launder such black money,
This is being done by the immunity to
foreign remittances from direct tax laws
and exchange control regulation referred
to earlier and the dollar based Indian
Development. Bonds to be issued for the
use of NRI. What is even more disturb-
ing is the statement of the government
that it expects the flow of $3 billion as a
result, so that its loan from IMF could
be reduced to $2 billion. Here we are
entering a very slippery path. Seventh,
there is a suspicion that the reduction
in the fiscal deficit is to some extent
based on under budgeting of several
items. Except for some items like debt
servicing, the budget does not reflect
the effects of the devaluation of‘the
Rupee (and the rise in the railway rates).
Barring a few items, most are budgeted
at the same level as the interim budget,
which was constructed before the deva-
luation of the Rupee. This may be a
signal to the ministries to cut their
spending when it is in rupees. But
when the expenditure has to be in
foreign exchange as in the case of
embassies maintained by the Ministry of
External Affairs, or in the case of the
annual contributions to the United
Nations and the specialised agencies, or
in the case of defence imports, or pur-
chase by the departments of space or

atomic enegies, there should have been
20 per cent over what was provided in

the interim budget. There is no provision
for this increased expenditure and to that



extent the budget is misleading. Eighth,
it is well to bear in mind the World, Bank
caution in its 1991 World Development
Report that while the structural adjust-
ment programme on which we are
embarked with IMF advise can and has
improved the balance of payment posi-
tion, there is no hard evidence that it
leads to further economic growth and
may, as in some countries, lead to
negative growth and negative effect on
investments, This is a sobering thought,
Finally the open preference for the market
—that World Bank and tMF Call Market
friendly approach—raises many queries.
The budget statement says ‘“a reformed
price system can be a superior instrument
of resource allocation over quantitative
controls” Willit? Does this weaken
the planning process in the economy ?
Immediately after the above statement,
the budget statement says ‘‘but markets
can only serve those who are part of
the market system .A vast number of
people in our country live on the edges
of the subsistence economy.” The poser
is whether the budget and the economy
should be ‘market friendly’”” or ‘'subsis-
tence economy personnel friendly”.

Railway Budget (1991-92)

The final Railway budget was presen-
ted to Parliament in July. The summary
of the interim budget presented in

February and this final budget is set
forth below.
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The most important factor in the above
table to be noted is the jump in net
traftic receipts from Rs. 345 crores in
the interim budget to Rs. 1,089 crores in
the final budget and the net railway
receipts from Rs. 525 crores in the
interim budget to Rs. 1,272 crores in the
final budget which turns the deficit of
— Rs. 512 crores of the interim budget
into a surplus +Rs. 236 crores; along
with the appropriation to the Railway
Development Fund which was njl in the
interim budget and which is és. 235
crores now and a sizeable fall in the
operating ratio from 97.2 per cent in
the interim budget to 91.8 per cent in
the final budget. The increase in railway
receipts and the consequences of itin
the overall surplus and the provision for
the Railway Development Fund is due to
the increase proposed in the railway fares
and rates as follows : a) freight ratios
are to be increased by 10 per cent
except for essential commodities in daily
use like salt, edible oils, foodgrains,
pulses, sugar, gur and jaggery and fruits
and vegetables, as well as kerosene and
diesel : b) rates for parcel and luggage
are to be raised by 10 per cent: c¢)
passenger fares for upper AC [ Class,
AC Sleeper, | class and AC Chair car tc
be increased by 20 per cent for distances
upto 800 kms and 15 per cent for dis-
tances beyond : the special fares of
Rajdhani, New Delhi—Bombay AC and

Shatbadi Express are to be increased;

fares for If class ordinary to be raised by
Rs. 1 at the lowesr slab to Rs. 5 for
distance beyond 400 km. Second class
Mail/Express fares to be increased by
Rs. 1 for lowest slab rising to Rs, 20 for
distances beyond 1,300 kms: for monthly
season tickets, increase from Rs. 4-16
according to distance travelied in !l class
and from Rs. 15 to 64 in Iclass. These
proposals will come into effect from
August 16 so that the Railway Act which
requires 1 month’s notice for any fare
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Actuals Budget Revised Budget 1991-92
1989-90 1990-91 1991.92
As presented As now
in Feb, 1991 proposed
(in crores of rupees)
10,739,41 12,060,00 (a) Gross Traffic Receipts 12,038.00 12,665.00 13,319,00
7,144.73 8,241 00 (b) Ordinary working 8,241.00 9,270.00 9.180.00
expenses
1.715.00  1,950.00 (c) Appropriation to Dep-  1,950.00 2,050.00  2,000.00
reciation Reserve Fund
728.00 900,00 (d) Appropriation to
Pension Fund 900.00 1,000.00 1,050.00
9,887 73 11,091.00 (e) Total working expenses
(b) + (c) + (d) 11,081.00 12,320,00 12,230.00
851.68 969.00 (f) Net Traffic Receipts
(a) — (c) 947.00 345.00 1,089.00
130.39 '149.00 (g) Net Miscellaneous
Receipts 135.00 180.00 183.00
982.07 1,118.00 (h) Net Railway Revenue
(f) + (9) 1,082.00 525.00 1,272.00
808.81 932.00 (i) Dividend Payment to
General Revenues 927.00 1,037.00 1,037.00
+ 173.26 4 186.00 (j) Surplus/Shortfall
(h) — (i) + 155,00 —- 512,00 4 235,00
173.26 186.00 /(k) Appropriation to
Railway Development
Fund 155.00 —_ 235.0¢q
91.5% 91.89, (I) Operating Ratio 91.89,  97.29 91.89,
6.7 6.99% (m) Percentage of net
Revenue before pay-
ment of dividend to
General Revenues on
the Capital-at-Charge 6.7% 3.1% 7.29,



and freight rise can be followed and any
changes made by Parliament when
approving the Railway budget can be
taken into account. These proposals
are estimated to yield Rs. 584 crores in
the current year. The ordinary working
expenses are reduced by Rs. 90 crores
compared to the Interim budget. The
Annual Plan of the Railways has been
raised from Rs. 4830 crores in the interim
budget to Rs. 5235 crores in the final
budget and is an increase of Rs. 325
crores over the 1990-91 outlay. The
priorities for the year are rolling stock
traffic facilities, electrification, workshops
and sheds and some renewal of track
and other overaged assets. They do not
include starting any new line or gauge
conversion but to complete the new pro-
ject lines totalling 207C kms and 11
gauge conversions for 211 kms calling
for Rs. 3,005 crores. The buzz word
privatisation is used in the budget with
the proposals to give catering and con-
servancy services to private contractors
and operators. Whether this will improve
the very poor passenger services and
amenities remain to be seen. As usual a
taskforce is proposed to prepare a 5-7
years blue print of the needed passage
services, There are no new trains as the
interim budget had announced 10 new
trains and 7 whose services were exten-
ded till February this year. The freight
performance in 1990-91 was 7 million
tonnes short of the target of 325 million
tonnes which is attributed to political
disturbances. For this year the target is
335 million tonnes and in the first
quarter this target has been exceeded at
80 million tonnes. For Tamil Nadu, the
budget has a little lower allotment for
MRTS at Rs. 13 crores against last year's
Rs. 14.85 crores (of which Rs. 4 crores
was returned unused, the completion
of the electrification of the Jolarpet—
Bangaiore lines and Rs.17.01 crores
for the new BG line to Madurai. The
Railway budget is what is to be ex-
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pected in view of the secrious financial
crunch facing the government. In fact
the final railway budget has not pro-
duced adequate resources for the coun-
try’s needs. The acute shortage of rolling
stock-wagons and locomotives, inade-
quate terminal facilities, the replacement
of wornout railway lines, and the
shortfall of coaches estimated at 1500
and the need to replace 5500 wornout
coaches out of the stock of 28,000
are not going to be fully met. For
the year, only 2100 coaches are 10 be
acquired. There is also the problem of
the effect of the rise in fares and
rates on prices, earlier referred to.
There will be no direct affect on prices
of essential commodities consumed by
the poor because no increase are pro-
posed on their freight and the fares
at that level are not being realised.
But there will be a rub effect from
the sharp rise in the prices of goods
and services consumed by the upper
and middle classes. Finally there is the
question posed vear after year, why is
there a separate railway budget. Until
the railway budget is amalgamated in
the final budgef, it will not be possible
to look at the railway proposals and
plans in the context of the national
needs and opportunities. This hangover
of the colonial day; should be ended.
This hangover of the first structural
reform that is again proposed. Further
it is to be regretted that the advance
railway budget discussion on the basis
of issues and options facing the govern-
ment, the rvailway and the country
initiated last year (see Vol XX p232)
has not been continued this year. The
change in goverament and political party
should not be the reason for changing
a much needed and useful programme,

Economic Survey

The pre budget Economic Survey
presented 1o Parliament on July 20

this year not only contained the usual as-
sessment of the economy’s performance
in 1990-91 and a forecast for the
current year, it had much more emphasis
on the turnaround that the economy must
make starting from now which involves
a) hard days for most sections of the
population, b) a rather harsh macro
economic management policy to be set
forth in the Budget presznted on July
24, c) a cut in Plan and non Plan
expenditure, including the defence out-
lay and food and fertiliser subsidies,
d) a continued compression of imports,
e) increased international competition of
industrial products and f) expansion of
rural welfare programmes particularly
rural employment. While there will not
be large increases in administered price,
nor much higher indirect taxes, direct
taxes are to be the main source of
additional tax income as direct taxes
vield have not kept pace with GDP
increase. (This forecast was not realised).
Petrol consumption is to be kept under
chack and a shift ta natural gas as
the energy provider is expected. On
the whole the economic scenario painted
by the survey is that of a grim picture.
The survey recapitulates the many diffi-
cuities faced by the economy in 1990-91

- due to political instability and the Gulf

war which accentuated the country’s
fiscal imbalances and intensified the
balance of payments strain. Despite all
these obstacles, the economy grew,
with agriculture and industry recording
growth rates which may not be sustaina-
ble in the future. GDP in 1990—-91 js
estimated to have grown by 5 per cent
but due to internal and external factors,
the consumers have been subject to
double digit inflation at 12.1 per cent
during 1990—91 (compared to 9.1 pet
cent in 1989—90) which along with
fiscal imbalances and the balance of
payments deficit, faced the third il
shock, with oil prices shooting up to over

$26 per batrel due to the Guif war, In
terms of Consumers Price Index, the
inflation was 13.8 per cent against 6.8
per cent in the previous year. Money
supply growth is influenced by both the
budget deficit and the level of foreign
exchange reserves. In 1990—81 money
supply growth declined due to the farge
draw down of foreign exchange reserves,
However money supply growth depends
speciaily on the fiscal policy being related
to monetary policy. The fiscal deficit at
the end of 1990~91 was 8.4 per cent of
GDP and the postponement of the 1991-
92 budget worsened this situation, in
1990—91 the trade deficit widened fast
because importe rose by 21.9 per cent,
fuelled by the import bill for crude and
its products. These various factors less-
ened foreign confidence in the Indian
economy, so that borrowing abroad
became difficult and the foreign exchange
reserves declined from Rs. 5,050 crores
in August 1990 to Rs. 4,388 croresin
March 1991. The decline would have
been much greater without the Rs, 1,173
crores, IMF loan in July-September -
1990 (from India’s quota) and a further
Rs. 3,334 crores from [MF's CFF in
January 1991, Foodgrains production
is estimated at 176 million tonnes
in 1990—91, sugar production 1156
lakhs tonnes, tea at 719 million tonnes,
but cotton was at lower level due to
unseasonal rains. The budget provision
for the debt relief scheme of 1990-91
was in deficit, and so the 1991-92
interim budget provided Rs. 1,500 crores
to meet the deficit. The scheme con-
tributed to the deterioration of the fiscal
situation, the credibility and profitability
of the Indian banking system and the
farmer’s incentive for the prompt repay-
ment of his debt. Despite the Gulf
crisis, industrial growth in 1990-91
recorded a growth of 8.4 per cent com-
pared to be 8.6 par cent in 1989-90 with
manufactures recording 9.2 per cent



compared to the previous years 8.6 per
cent, due to the various export promo-
tional measures to the VI Plan. But
mining and quarrying declined from 6.3
per cent in 1989-90 to 3.5 per cent in
1990-91 and electricity from 10.8 per
cent to 8.6 per cent, Infrastructure did
not do well, with electricity, crude oil
and refinery throughput delining, rail-
ways stagnating and floods and natural
disasters damaging the infrastucture
seriously. To highlight the role of
health, education, employment, shelter,
food and nutrition, in economic deve-
lopment and show how human resources
reduces poverty and promotes social
justice, the Economic Survey has intro-
duced a chapter on Human Resources
which gives a summary view of the
progress made in these sectors. It
repeats the government view that as a
result of the anti-poverty and develop-
ment programmes, poverty declined from
51.5 per cent in 1972-73 to 29.9 per
cent in 1985.86. |n education gross
enrolment at primary schools have in-
creased from 43.1 per cent in 1850-51
to 99.6 per cent in 1989-90, the
literacy rates increasing from 18.3
per cent in 1951 to 62.1 per centin 1691,
But universal elementary education con-
tinues to be elusives due to high dropout
rates and sex disparity ratios, Higher
education institutions are proliferating
but their quality and standards are low.
In health, life expectancy has increased
from 32 yearsin 1350-51 to 59 years in
1991, death rate has fallen from 27 per
thousand of population to 10.2 but the
birth tate has not declined and so the
population growth rate is climbing, In
housing (Hudco and National Housing
Bank programme) water supply, sanita-
tion and family welfare, both quantity
are inadequate. The major concern with
inflation, whose rates have been earlier
referred, to is that it is concentrated on
essential commodities. The Survey attri-
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butes inflation to a) fiscal imbalances,
b) supply and demand imbalances in
sensitive commodities and c) inflationary
expectation. In particular the price of
essential commodities is attributed to
i) increased procurement prices of cereals
ii) sharp increase in price of edible oils
and iii) Gulf surcharge and increasein
transport costs. The inflationary pres-
sure continues in 1991—92. The interim
budget provided for a budget deticit of
Rs. 10,772 crores in 199091, the incre-
ase being due to i) additional loans to
the states, ii) higher interest payment,
ili) inadequate provision for rural debt
relief (as noted earlier), lv) higher burden
of food and fertilisers subsidies and V)
shortfalls in revenue. The survey states
that India’s medium and long term debt
at March 31, 1991 was Rs. 1,20,000
crores. This medium and long term
debt comprising external assistance
"aid”” on government and non govern-
ment  accounts, external commercial
borrowings and IMF liabilities was
Rs. 80.136 crores in March 31, 1990, but
with NRI1 deposits outstanding was Rs.
97,966 crores which went upto Rs. 1.2
lakh crores in  March 31, 1991 as noted
earlier. In 1990-91 exports increased
by 17.5 per cent and imports at 21.9 per
cent and so the trade deficit is higher
by 38 per cent from Rs, 7730 crores in
1989-90 to Rs. 10,544 crores in 1990~
91.  Net invisibles also feli due to
decline in  Gult remittances, tourist
traffic slowing down and steady increase
in interest payments on growing foreign
borrowings. 1n the capital account,
while net aid disbursement increased in
1890-91, other items show the severe
strain on the balance of payments. Our
exchange reserve which had declined to
Rs. 4288 crores in March end 1991
further declined to Rs. 2386 crores at
June end. The 3 borrowings from IMF
(the reserve tranche in July-Septamber
1990, Rs. 1173 crores, the CCFF loan of

January 1991 Rs, 1884 crores and the
first credit tranche under a 3 month
stand by arrangement, Rs. 1450 crores
were earlier referred to. Devaluation of
the rupee which the saving calls ““adjust-
ment downward” of the rupee was
effected by 7-9 per cent on July 1,
1991 and a further 11 per cent on July
3 in relation to major currencies, result-
ing in an overall appreciation of tinese
currencies by 21-23 per cent. To cut
imports and reduce aggregate demand,
RB! introduced on July 3 a package,
raigsing the bank rate from 10 to 11 per
cent and the bank's deposit rates and
RBI's refinance ratio as from July 4,
The government announced major struc-
tyral reforms in trade policy on July 4
which include a uniform REP rate (to be
called EXIM scrip and to be freely trade-
able at 31 per cent of the FOB rate of the
exports, abolition of all supplementary
licenses except for SSI and drugs, sus-
pension of CCS, Under the policy REP
will be the main instrument for export
related imports. It is expected that the
devaluation of the Rupee and the reform
of the export—import policy from July
beginning will stabilise the BOP situation
in the short term and improve the
balance of trade situation in the pro-
duction terms. The devaluation will
help in the realisation of outstanding
export payments, increase remittances
and remove destabilising expectations
of the market, Similarly it will stimulate
export growth and curb import increases
and so improve the balance of trade over
the years. The REP system will givea
new impetus to exports and ensure
import compression, which with the
fiscal adjustment that the budget will
introduce will make our BOP viable,
This is the Survey’s perspective and the
key to it all, the report states, is fiscal
adjustment now to be followed by fiscal
consolidation. The report concludes with
this prescription as the only way to
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meet our balance of payments dis-
equilibrium and keep inflation within
manageable limits. The restoration of
fiscal balance means that living on
borrowing from abroad or within the
country is out, we have to live within
our means and for this the report con-
cludes rather starkly ‘‘the time has come
to adjust””. With this perspective there
will be general agreement — because
there is really no alternative.

Plan

The Eighth Plan is to start on 1 April
1992, the Parliament was informed. The
1990-91 and 1991-92 Annual Plans are
to be treated as annual Plans to be
followed by the Eighth Plan. The
government is now also finalising
the appointment of members of
the Planning Commission. Parliament
was also informed that the new Vil
Plan formulation will be completed
before the end of the current year
1991-92 which will also enable the
government to finalise the annual Plan.
for 1992-93. The budgets for 1992-93
wiil reflect the changed priorities that
have been announced and put

into
effect as from July 1991,

Price

The rate of inflation for June was
1.2 per cent, the whole sale price index
rising to 196.4 as at June 29. On &
point to point basis inflation was 10,12
per cent for the year. it will be noted
that both the Economic Survey and the
Union Budget place the rate of inflation
for the year ending 31 March 1991 at
12.1 per cent and the consumer price
index at 13.6 per cent. The. difference
between the Economic Survey/Budget
figures and those in this Bulletin is due to



a) the difference in dates, the Bulletin
data being 3 months later as at 30
June when the base was higher (see
Vol XX p227) and b) the difference
between the average change which is
the Economic Survey/Budget data and
the point to point calculation which is
the Bulletin data. In both data, the
major impact of the inflation is on the
essential and sensitive commodities—
ragi, maize, rape and mustard seed,
pork, pulses, eggs, condiments—which
despite 3 continuing bounteous harvests
seem to have no effect on inflation,
The Economic Survey calls attention to
the fact that the high fiscal deficit and
the balance of payment deficit on current
account increase the supply of reserve
money and so fuel inflation. The govern-
ment has therefore not been able to
keep its election manifesto pledge to
roll back prices of essential commodi-
ties, rather their prices are rising con-
tinually. The finance minister forecasts
a 9 per cent inflation ratein 1991-92,
The government has set up a cabinet
committee on prices headed by the
Finance Minister to monitor their trend
in the 9 essential commodities. This
can help signal the dangers of inflation
of particular commodities, not avertthem.

Stock Exchange and Budget

Parliament passed the vote on account
of Rs.1,15,942.22 crores for the period
April-September. The government anno-
unced the first four new loans amounting
to Rs. 2,000 for 1991-92, subscription
to which are to be opened on August
5, 1991. The Statutory powers needed
by the Securities and Exchange Board
(SEBI) are still under consideration by
the government. As of now its powers
are uncertain, the Finance ministry
devolving on it from time to time some
powers, like transferring from RBI the
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power of inspsction of mutual funds.
There is also the need for controls on
the stock market. The Bombay Stock
market prices are decided by a small
group of 6 market operators and 3
mutual funds. SEB! can replace the
controller of capital issues, if companies
are allowed to decide these programmes.
SEB! has made creditrating compulsory
but ratings are not statutory. Similarly
SEBI has drafted a code for all types
of corporate taxes and, which cannot
become effective particularly as in
almost every issue black money is
involved, Hence the need for statu-
tory powers for SEBI is urgent and
inescapable. The first reaction of the
stock exchanges to the devaluation and
trade reform has been an upswing, their
sensitive indices rising sharply, CBSE rose
by 60 points. Some speculators ofcourse
lost on the second devaluation on July 3
which they did not anticipate. In order
to check the growing black money trans.
action, RBI! issued a directive instructing
banks not to allow transaction in cash—
receipt or payments—for amounts exce-
eding Rs. 50,000. This would be one
means of stopping the misuse of bank
channels for laundering black money.
RBI has also issued revised guidelines
on credit planning and monetary control
under the services area approach introdu-
ced in April 1889. These guidelines now
include semi-urban and urban branches
and new formats have been issued for
integrating priority sector lending by the
semi urban and urban branches of
banks. This will bring some order into
the credit system.

Economy

The major event in the economy in
July was the devaluation of the rupee
in two stages. On July 1, the Rupee
was devalued by 8.5 — 9.7 per cent,

which was a 8.6 per cent of the regres-
sion dominated basket corresponding
to a basket appreciation of 9.4 per cent
and on July it was davalued by 17 t0 19
per cent in terms of US dollars, pounds
sterling, deutsch mark and Japanese yen
and from the point of view of these
currencies, their value rose by 21 to
23 per cent in Rupee terms, There were
many official reasons given for its deva-
luation, that the rupee was overvalued
and was therefore hurting our exports.
that one steep drop is preferable to the
current creeping depreciation of the
Rupee etc; but the real reason which has
not been admitted officially is that the
country needs a large external loan of the
order of SDR 5 billion, that the only
source now left for the loan for the
country -is IMF, and IMF has established
the devaluation of the rupee as one
of the conditions for granting the loan.
The effects of the devaluation will be
positive in the short run, it will boost
our exports as exporters will earn some
18 per cent more and further compress
imports as they will become some 20
per cent more costly. But equally it
will increase' our extérnal debt by that
percentage. Our external debt has
increased from Rs. 100,000 crores to
Rs. 1,36,868 crores and' interest on it

Rs. 1634 crores, while our internal debt
is Rs. 1,70,834 crores and interest on
it Rs. 10,416 crores. An accompanying
and consequential decision was in the
external trade area, wherein the CCS
has been abolished in view of the
additional income that exporters will
earn, and when imports have been fur-
ther compressed by the decision that

imports can only be made against REP

licenses and REP lincenses are to be
traded freely. In macro terms, these
decisions are justified, but there are
individual industries and groups of
industries like garments exporters which
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have been hit by the abolition of CCS
as are all exports to Rupee payment
countries : similarly some industries like
diesel engines essential for the economy
which depend to the extent of 90 per
cent imports for their functioning like
MICO will be hard hit—infact face closure
through making imports depending on
the exports of a firm. These individual
cases need attention in the coming.
weeks. As a further consequence of
the devaluation, the Reserve Bank made
changes in monetary policy to curb
imports.  First the Bank rate was
raised from July 3 from 10 to 11 per
cent and all' other rates on credit
from RBI are raised by 1. percentage
point, Seconrd, interest rates on deposits
a) 40 days to 1 year from 8 to'9 per cent,
b) 1 year to 2 year from 9:'to 10 per cent
c) 2 years to 3 years from 10 to' 11 per
centand d) 3 years and above 12 to
13 per cent. This would enable banks
to finance  their loans out' of their own
resources and’ to compete etfectively
with alternative savings instruments.
Third, to reduce aggregate demand in
the econonmy 8nd taking into accourit the
increase’ in' depusit: rates, the lending
rate on-limits of over Rs. 2'|akhs taised
from: 17 percent 16 185 per cent, the
effective interest rate on discounting
bills of' exchange will: be 1'percentage
point below the corresponding' lending:
rate. There will' be no change on the
rates G lbans to agriculture, small scals’
industry and' transport operators: Fourth,
in consonance with the increase in the
bank rate and to align refinance rates
with the increased lending rates, the
interest rate on export refinances s
raised from» 9 to 9.5 per cent, stand by
refinance from 12,5 to 135 per cent,

discretienary retinance from 14 to 17. per
cent and faod finance from 11.5 per cent
as minimum to 14 per cent as maximum.,
While the Rupee devaluation referred to



earlier will help raise¢ exports and cutb
imports, the hike in the interest rate
would encourage savings and reduce
aggregate demand, and so cutb the
severe external payments imbalance in
the economy and give the signal to
the IMF, World Bank and donor coun-
tries of India’s resolve to put the
economy back in shape, stop the flight
of capital and clear the way for quick
loan disbursaments.  The other important
event in July was the Presidents address
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to both houses of Parliament on July 11

in which he unfolded the government's
economie strategy comprising high prio-

rity to reduction and protecting the,

interest weaker sections of
society.
been living beyond its means -and adop-
ting. soft options and now the price has
to be paid in some -hard and unpieasant
decisions which have to.be made. The

balance of payments management is one

of the

of the areas.where difficult decisions to

make for a turn around will have to be
made. It was noted that the President
also avoided using the straight forward
term ‘devaluation’ and spoke in terms of
‘adjustment .in the exchange rate’. He
spoke of the budgst -and other govern-
ment policy, taking corrective measures
in the trade policy, industrial policy
{which 1290-91 recorded an industrial
growth of. 8.4 per cent against the pre-
vious. year's 8.5 percent) to enhance
competitiveness of exports, limit growth

of money supply and cut government.

expenditure. Small savings have to be
increased, incentives offered for higher
production, strict fiscal discipline to keep
the budget deficit within manageable
limits, checks on government of black
money and changes in procedures to
induce foreign countries and NR1 invest-
ment in India were referred to. He also
referred to the reform ofthe public sector,
in which a policy of disinvestment, inclu-
ding worker's participation in equity and

He stated that the country had .

“universal primary education primacy and.

. referred to. The address is

‘vacating’ areas of activity where public
sector need not be involved, as the
private and joint sectors had developed
capabilities in these areas. Apart from a
reference to an estimated 1.77.2 million
tonnes of foodgrains production in 1990-
91 and the previous reference to the
industrial growth rate for the year, there
was absence in the President’s address
the usual recounting of the economic
achievements and pevents of the past
vear (mainly because there were few,

almost none). Assurances on eatly com--

pletion of the VIII Plan, more emphasis
on Science and Technology in the Plan,
expansion of [ICDS, improving the
quality of water for the Plan, 'expan-
sion of ICDS, improving the quality of
water for:: the rural poof, increased
employment through IRDP and Jawahar
Rozgar Yojana, a National Institute of
Biologicals to further. strengthen the
health care system, reviving the National
policy on Education, giving literacy and

control of inflation and improved PDS
and strict enforcement of the essential
commodity Act to prevent . hoarding,
profiteering and black marketeers are
important
in giving a clear
warning that the budget is to be presen-
ted in 2 weeks and a number of bills and
resolutions during the session will be
dealing with the ecanomic crisis.of ‘un-
economic magnitudes’.
message. Ano;her event that has attrac-
ted Parliaments’ interest and attention

is the export of gold. RB! pledged 25

tonnes of confiscated gold in May for
which it received $20,000 as noted In

the last issue. With the concurrence of

the government, RBI exported 46.91
tonnes of gold from its reserves of
330 tonnes to thd Bank of England
during July against which it can borrow
$500 million. These two action in May
and June were undertaken to meet

and unmistakeable .

This is its main

our foreign debt servicing obligation.
The RBI Act allows 15 per cent of the
Bank's gold stock to be held abroad.
This provision is now exhausted with
the export of 469 tonnes of gold from
its reserve. The government has pledged
to repurchase the gold, which is not
necessary as gold reserves is meant to
meet emergency like this., IMF announ-
ced a bridge loan of 3220 million on
Julty 17 from its contingency compen-
satory fund to enable the government
to meet its foreign debt obligation.
On the general economic scene, -the
commerce ministry announced at the
end of June that more powers are
being given to Development Commissio-
ner of the Export Processing Zones
(EPZs) and 100 per cent export orien”
ted units (EQUs) in order
flexibility to exporters to adjust their
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to provide.

product mix in. response to the inter-:

national market demand. The Consumer
Corporation of India records. impressive
growth in the first quarter of the current
vear and will realise its huge target
which has been set at 40 per cent
increase for 1990-91. The ministry of
finance announced, following the budget
presentation, that the export panel to
consider the structure, organisation,

function and procedures of the finansial
system will address itself. to the health

of the banking system, the lgss of its
credibily following the loan waiver

scheme, -and the rigidities and weaknes-

ses that it had developed and how its.

basic role as an essential

agent to

economic growth and competitive. effi-.

ciency can be restored, The panel is to-be:

chaired by, the former finance, secretary, .

M. Narasimhan and

its- report in 3, months,” The. role of

black maney in the country has entered,

hould submit

serious proportion. which the income Tax .
Commissioner estimates at Rs, 50;000 :

crores being generated every year and
being about Rs. 300,000 crores as a

stock. This large unregulated sum could
defeat the purpose of the macro econo-
mic adjustment, and the fiscal and
economic policy , correctives  being
brought to the economy as discussed
above. Another worrying issue is the
leakage in tax collections. The Comp-
troller and. Auditor General calls the
attention of the Union Excise and
Customs Department to the under asses-
ment of the tax and loss of revenue of
Rs. 231.47 crores.
543.64 lakhs will be the loss and on

excise Rs. 117,72 lakhs. This is a sample:

of the loss on tax collections. Similarly

he finds gaping holes in- the summary-
assessment scheme of the IT department
whele he estimates a revenue loss af.

Rs. 782 crores for 1888-89. On. the

economy, CMIE forecasts both inflation-

ary and anti-inflatianary forces at work
in. 1991-92.: The reduction in the budge-
tary expenditure and fiscal deficit on the
one hand and increase in commodity

taxation and administered prices on the .

other, with price increase of about 8 per
cent need watching. Real income is
projected to increase by 4 per cent in

1991-92, the first year when the impactv

of the balance of payments crisis will be

On customs Rs. -

felt, This implies'a fall of one.per cent

in growth compared to the .5 per cent.

growth estimated in 1990-91. This is

also the forecast of the finance minister, .
The small growth in 1991-92 is forecast
as being due to the smaller growth in .

agriculture. and the industrial growth

-rate will be affected by the import restri-
in . effect and industrial .

ctions now
growth: is forecast at 7.3 per cent.
Finally of importance is NCAER's quad-
rennial household survey coveting. the

_years 1986-1880 which ; takes ingomes at

constant prices, after.adjusting for infla- .
tion, where low.income group.is-defined .
as those with less than Rs. 12,500 . per
annum, lower middle class those:- bet-.

ween -that and Rs. 25.00Q- p.a., ypper



middle class those batween that and
Rs. 56,000 p.a. and higher income house-
holds those with Rs. 56,000 p.a, and
above. The survey shows 1) the highest
growth of population as among middle
and high incomea groups, with rural low
income households showing a decline,
2) cities with population of 1 million
and above and smaller cities had low
population of middle class income house-
holds 3) 58 million households or 3000
million belonging to lower middle class
and middle class use such products as
transistors, radios, cooking oils, tea,
toothpaste, toilet soaps, washing cakes,
PVC footwear, tooth powder. 4) The low
income and lower middle income house-
holds account for 25 percent of these
purchases, rural India having a dominang
share of consumer products and consu-
mer durables, 5) The number of wrist
watches in the country is 120 million,
bicycles 60 million, radios 59 million,
washing cakes were bought atleast once
during the year by 133 million house-
holds (out of a total of 142 million), tea
by 112 million and toilet shop by 124
millien. 8) If the purchase of consumer
goods indicates a middle class, that
could not be equated with a particular
income group as the purchases run

through all income groups. 40 per cent

and more of consumer products were
purchased by lower income groups, and
s0 it is necessary to use other. than
income ta classify the middle class. 7)
A househoid that pays no rent or culti-
vates its own land, or is living on sub-
sidies in the defence forces has more
disposables purchasing power than a
household living only on its income.
The survey show that consumer products
have penetrated the rural areas and poor
households. 8) Qur middle class is
unique, they have started to buy consu-
mer products and durables, many of them
are not educated upto to SSLC, but
they. are in the market for manufactured
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products. 9) Below them are the under
class-the poor-numbering 14,895 in
urban and 68,914 households in rural
areas (with incomes below Rs. 12,500
p.a.), have not bought consumer pro-
ducts but through TV are exposed to
the products and see some of their
number becoming consumers. So there
is the start of rising expectations.

Trade Policy Reforms

As part of the 4 point package of
the restructuration earlier referred, the
trade policy has been subject to a
major reform comprising : a) the sus-
pension of cash compensatory scheme
(CCS) from-July 3, saving over Rs. 3000
crores in export subsidy, b) replenish-
ment licensing scheme (REP) to become
the principal instrument for export refa-
ted imports. It will be called Exim
scrips and will be freely traded, c)
All exports ta have a uniform REP rate
of 30 per cent of the Freight on Board
(FOB) value, replacing the present 5
to 20 per cent of the FOB value,
Special rates for gems and jewellery
and metal based handicrafts and books
and magazines will continue. d) The
new REP scheme to give maximum
incentive to exporters whose: import
intensity is low, such as agriculture
exports. e) All supplementary licenses
are abolished except for small scale
sector and producers of life saving
drugs who can import under OGL or
supplementary licenses. f) All additional
licenses granted export houses are abo-
lished-except for REP rate of 30 per
cent of FOB plys an additional REP
of 5 per cent of FOB value. g) All items
in the limited permissable list now
to be imported through REP. h)
Unlisted OGL contained in the Excise
policy are abolished and all to be im-
ported through the REP schemes. i)
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Advance licensing for obtaining imports
for exporters will remain open. REP
rate for advance licensing for exports
is being increased from 10 per cent of
Net Foreign Exchange (NFE)to 20 per
cent of NFE. j) AIll import licensing
for capital goods and raw materials
except for a small negative list to be
removed in 3 years. k) All items to be
decanalised except that are essential.
Major changes in entire canalisation
policy to be announced. 1) Financial
institutions will also be allowed to
trade in. Exim scrips. In due course, the
Exim scrip to be replaced with foreign
exchange certificates which will be
tradeable. m) The Rupee expected to be
fully convertible on the trade account
in 3 to 5 years. This reform of the
trade policy is aimed at a structural
reform which will give fiscal incentive
promoting exports and a liberal REP
system. There are problems in the
operation of the new system Such as
the future of cheap export credit, the
export control regulation which do not
require exporters to quote these export
bills in convertible currency. As the
system functions, these problems will
havé to be solved.

Industrial Policy

On July 24, the government announ-
ced a new industrial policy which basi-
cally shifts decision making on invest-
ment from.the government (Minister/
Ministry) to the entreprenuer. This also
is part of the total package of economic
policy reform referred to earlier. Its
main elements are: a) licensing dispensed
for all industries except 18 including
coal, petroleum, sugar, motor cars, cigar-
ettes, hazardous chemicals, drugs and
chemicals and some luxury items. b) All
registration schemes including that of

DGTD are abolished, entrepreneurs have
only to fill an information memorandum
on new projects and expansions. c)
MRTP Actis to be amended to remove
the threshold limits of assets of MRTP
companias and dominant undertakings.
d) The newly constituted MRTP com-
mission to be given more, powers to
initiate investigations suo moto or on
complaints received about monopolistic,
restrictive and unfair trade practices.
e) MRTP Act to be amended to a)
remove the proviso of prior approval
of union government for new units,
expansions, mergers, take overs and
appointment of directors and b)to
bring under its purview public sector
undertakings. f) Reservation of items for
small scale industry to continue. g)
The preeminent place of the public sector
in 8 core areas like arms and ammuni-
tion, atomic energy, mineral oils, rail
transport, coal and minerals to continue,
h) Automatic clearance for import of
capital goods provided foreign exchange
is ensured through foreign equity. i)
With foreign exchange position improving
from April 1992, automatic approval of
capital goods imports for upto 25 per
cent of plant and machinery subject
to Rs. 2 crores limit. j) Existing and
new industrial units provided broad
banding facility to produce any article
if no additional investment in plant
and machinery required. k) Mandatory

_convertibility claim for financial insti-

tutions converting loans into equity
dispensed with, 1) Direct foreign invest-
ments upto 51 per cent equity in 34
high priority industries. Companies with
50 per cent foreign equity to be en-
couraged to be export trading houses.
These include commercial vehicles, two
wheelers, inorganic fertilisers, chemicals,
manmade fibres, drugs and pharma-
ceuticals. paper, tyres, portland cement
hotels, food processing, sugar products



and industrial and agricutural machinery.
Outside of this foreign equity partici-
pation in excess of 51 per cent to be
granted by the empowered Board. m)
Expatriation of dividends to be through
export earnings. n) Foreign equity pro-
posals need not be accompanied by
toreign technology agreements. o) A
special board to be constituted to
negotiate with international firms and
approve direct foreign investment in
selected areas. p) Automatic permission
for foreign technology agreements in
high priority industries upto a lumpsum
payment of Rs. 1 crore, 5 per cent
royalty for domestic sales, and 8 per
cent for exports, subject to total pay-
ment of 8 per cent of sales overa 10
year period from the date of agreement
or 7 years from commencement of
production. q) No provision needed
for hiring foreign technician or foreign
testing of locally developed products,
with payments to be made from blanket
permits or free foreign exchange. r)
Public sector investment to be reviewed
8) While reservation of industries for
the public sector remains no ban for
opening such areas to the private sector
selectively., t) Public sector to be
allowed entry into areas not reserved
for it. u) A part of government’'s share
holding in the public sector to be
offered to mutual funds, financial insti-
tutes, general public and workers. v)
Chronically sick public sector units to
be referred to BIFR for formulation of
rehabilitation schemes. w) A social
security mechanism to protect warkers
interested in such affected public sector
to be set up and new policy to promote
workers participation in management
and workers cooperation in order to
make sick units healthy, x) A set of
measures to prevent industrial poliution
of cities and ensure environmental con-
tral. y) The review of existing portfolio
of public investments to examine with
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greater realism all public sector industries
based on jow technology, these in small
scale and non strategic areas, those in
areas with nil or fow social considera=-
tions or public purpose, inefficient and
unproductive enterprises and units in
industries where private sector has deve-
loped sufficient expertise and resources.
A package for the smali and tiny sector
is to be announced separately, This
reformed industrial policy is part of the
reform of economic policy. It is difficult
to evaluate it at this early stage, One
welcome feature is the delicening,
deregulation and debureaucratisation
which is over due. The last clause of
the public investment withdrawing from
low priority, routine areas and
those in which the private sector has
developed experience—if this is what is
meant by privatisation (an ugly word
recently coined) it should be welcomed.
The queries relate to complete abolition
of control over monopolies and oligopo-
lies {which exist in all industrial coun-
tries) and the repeated emphasis on 51
per cent foreign equity participation.
These need to be watchad. Probably the
most serious question is while entry has
been made free, there is no provision for
exit of unviable enterprises. This is
serious. Further there is a good deal of
small fine print as in clause K & L of the
note, which need further study. On the
whole, the freeing of Indian industry,
including the public sector from the
accumulated shackles of over 40 years
should give a spurt to industrial deve-
lopment in the country, The policy
should also be employment generating on
which nothing is said.

Industry

C80 reports that the industrial output
index rose by 4.3 per centin February,
giving a rise of 8.6 per cent for the 11

months, April 1990-February 1991, (the
Economic Survey records 8.4 per cent for
year 1990-91) with manufacture doing
better at 9.2 per cent compared to the
previous year's 8.6 per cent. The sugar
industry has recorded 116.74 tonnes
sugar production in the eight months
ending May 31, 1991 (which is higher
than the 1989-90 whole years 109.88
(lakh tonnes) and might exceed 120
lakh tonnes for this year. There is scope
for sugar exports, taking advantage also
of the Rupee devaluation and the Foreign
Exchange certificates. BIFR has recom-
mended setting up an independent agen-
cy to physically oversee execution of
turn around programmes by it for sick
industrial enterprises. This would change
the current practice of direct package
negotiations between the promoters of
a sick unit recommended for rehabi-
fitation and financial institutions and
banks, pushing the latter to the
background. The financial institutions
and banks have not done well on
industrial rehabilitation and this would
be a corrective. In regard to the new
industrial policy inviting foreign firms
and nationals to invest 51 per cent
equity in -select areas and for whicha
specially constituted board is being set
up with enough flexibility to examine
these offers on a case by case basis,
a study by a Washington Research
Organisation points out that Foreign
Direct Investment (FD!) has the same
potential for creating gains for efficiency
growth in the 90s as trade had in the
60s and 60s, It points out that while
by the end of 1989 companies from
US, UK, Japan, Germany, and France
owned nearly $1 trillion of direct in-
vestment assets abroad, 70 per cent of
which were acquired in the 80s, most
of the FDIs were by the industrial
countries themselves. The stock of FDI
in 1989 owned by the 5 major indu-
strial countries was US ($389 billion),
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UK ($226 billion), Japan ($158 billion),
Germany ($91 billion) and France (869
billion). The fear of FDI, it says, is a
hangover from the protectionist thinking
in the trade field.

National Production Front

Steel

The data on steel in July is positive.
It is reported that the SAIL plants
have broken the low performance syn-
drome for the first time since inception.
The five plant produced 2.39 million
tonnes of hot metal, 2.17 million ton-
nes of crude steel and 1.80 million
tonnes of saleable steel during the
first quarter of April-June. Steel product
exports recorded a 30 per cent increase
in the quarter at 51,500 tonnes and
plan to double their exports in the
secand quarter to 1,25,000 tonnes.
To diversify and expand its product
range for exports, SAIL has included
engineering goods made of steel in the
exports list. Steel output is planned at
7.7 million tonnes for the year. it is
also planned to add 10 million tonnesg
(Rs. 28,000 crores) capacity by the end
of the IX Plan. Even all this leaves,
the steel industry in India far behind
that of China.

Crude

The news on crude in July is not
encouraging. ONGC, in addition to the
$1100 million loan from Worid Bank,
ADB and Japan which it has received, is:
looking for $2000 million more of
resources for execution of the remain.
ing projects in the pipeline. This needs
some study and control, because that
kind of money is simply avallable:
Further, ONGC records a fall of Rs. 564 ‘



crores in its profits for 1990-91 and
attributes this decline to the new
accounting systems relating to the writ-
ing off dry wells and revaluation of
external commercial borrowing due to
devaluation of the Rupee. But the
major reason is the decline in its produc-
tion which it glosses over. It accepted
in its MOU a target of 33 million tonnes
and it produced 3.3 million tonnes below
the target. That was the main reason
for the fall in profits. Again for 1991-92
against the target fixed by the Planning
Commission at 34.1 million tonnes, itis
expected to produce a little over 27
million—which is about the same as in
1990-91, Against this background, its
demand for a 50 per cent increase in
domestic crude price is unconvincing.
Some increased items have to be cut
that would be to set off against the
increased cost of the crude import bill of
Rs. 1000 crores due to the devaluation.

Coal

The coal situation in July was very
bad. Cuts in coal to western ‘and
southern India has been over one per
cent, causing severe hardships to indus-
tries in Gujarat, Maharashtra, Karnataka,
Tamil Nadu and parts of MP. The non
core sector in these states —rayon, paper,
heavy chemicals, vanaspati, cotton,
sugar, and polyester report that they
have cut their production programmes
to 10 per cent and some are on the point
of closure. Because of Singareni not
being able to raise the coal it mines,
even the core sector in the South—
thermal plants and cement units—are
starved of coal supplies. This is a serious
ctisis for the states and the industries
and the claims that coal production has
increased to 31.72 million tonnes in
April and May 1991 from 29.72 million
tonnes in April and May 1980 and that
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in 1990-91 output was a new high
makes no sense in terms of the coal
supply situation in these states. A hike
in coal price is expected. The ministry
is pressing for it and cabinet approval is
awaited, The other depressing piece of
news is that the country imports Rs. 600
crores worth of coal (3.5 million tonnes)
for the steel mills. This is a heavy drain
on the very slender foreign exchange of
the country., More efforts should be
made to use Indian coking coal, particu-
larly the new deposits which have been
discovered with low ash content

Non Ferrous

The chief item in July was the report
that during the quarter April-June 1991,
Hindustan Zinc produced 120 per cent of
its zinc target at 17,399 tonnes and 108
per cent of its lead target at 6,248
tonnes. Also the production of 6586 kg
of silver and 48,965 kg of cadmium by
Hindustan Zinc were on target and to
that extent a saving in foreign exchange.
NALCO reports that it will produce 5.2
lakh tonnes of aluminium this year, up
from 4.6 lakh tonnes for 1950-91 and
will export 60,000 tonnes and the private
sector 10,000 tonnes.

Agricultural Production

The resumption of the South West
mensoon after a 20 days delay on July
20 in the northern agricultural area—of
MP, UP. Haryana and Punjab is a source
of relief and makes the foodgrain target
of 182.5 million tonnes possible, Bet-
ween June 1 to July this region suffered
a rainfall deficiency-20 to -59 per cent
but after that has received copious rains,
The kharif strategy is being worked out
by the farmers, the state government
have been asked to make adequate

supply of power and diesel to the farmers
to make up for the delayed monsoon
through adequate irrigation. So far
there has been no drying up of crops
reported by any of the states in the belt
nor any attack of pests. There is a
problem with the imbalance in foodgrain
production in the country with 15 per
cent of the cultivated area producing 50
per cent of the growth in agricultural
output (Punjab, Haryana, West UP and
parts of Tamil Nadu and AP). The
growth of foodgrain products is 126 per
cent in the northern region, 36 percent
in the central region, 23 per cent in the
eastern, 38 per cent in the southern and
32 per cent in the Western region. The
difference is dus to the failure of the
green revolution to make an impact on
rainfed areas. Only 50 million hectares
out of the total gross cropped area of
130 million hectares is irrigated. The
eastern region gives cause for concern
with a declining growth rate in produc-
tion. Hence several crop yield pro-
grammes are being implemented in that
region. The programmes are Integrated
Programme for Rice development ({PRD)"
the Special Foodgrains Production Pro-
gramme (SFPP) for wheat, maize and
millets, the special Jute Development
Programme (SJDP) and the scheme for
conjunctive use of surface and ground
water to maximise agriculture production.
The states covered by the programme
are East UP, Bihar, West Bengal, Orissa
and East MP, While the region accounts
for an area of 57 per cent under rice
and 33 per cent under wheat, 24 per
cent under maize and 23 per cent
under sugar cane; its contribution to total
foodgrains production is only 45.4 per
cent in 1988-89 and only 45 per cent to
total rice production. Hence the pro-
gramme now underway on accelerating

the growth of yield and production of
rice is urgent.
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Foreign Trade

The trade deficit during April-May
1991-92 declined by 78.4 per cent
compared to April-May 1990.91 from
Rs. 8114.23 crores to Rs. 2680.18 crores
at Rs 240.16 crores ($118.98 million).
The monthly BOP gap during 1991.92
has been estimated at $400-430 million
which is the difference betwsen the total
inflow and total outflows on both currenf
and capital accounts In the previocus
years, the gap was the same and was
met by commercial borrowing. NRI
deposits or drawing on foreign exchange
reserves, These three sources are no
longer available for these years (the
1989-90 NR! inflow of $1.3 billion
stopped in 1990-91 and so 46.9 million
tonnes of gold was pledged with the
Bank of England for a one month loan of
$400 million). It remains to be seen as
to how the package of policy reform
will affect this forecast estimate. The
withdrawal of CCS affects exporters to
the Rupee trade area, as many of them
without CCS will be losing and so there
may be defaults in export contracts to
the Rupee trade area. This is also trye
for value added marine exparts which
may be affected. This needs attention.
In the remaining 7 month, exports are
expected to rise by 16 per cent in dollar
terms by FIEO. On individual items
cotton handioom exports rose by 20 per
cent in 1990-91. Engineering exports
rose by 46 per cent in April 1991 but for
the rest of the year may stagnate because
imports constitute 25 per cent of the
export turnover and the restriction on
imports will affect the exports.

Aids and loans and Externa} debt

On the aid/loans side the World Bank
bridge loan of 150 million to assist the

oil and gas sector with its additional

-



imports, the IMF energy loan of $220
million under CCFF, the $200 million
against the 25 tonnes of gold shipped as
security by the Bank of England and
Bank of Japan have been earlier referred
to. ADB approved a 36 million loan to
the International Centre for Integrated
Mountain Development for the develop-
ment of sustainable mountain agriculture
in the Hindu Kush —-Himalayan region,
Sweden has provided a grant of $65
million towards the country’s poverty
alleviation programme. On India’s
external debt, as a result of the devalua-
tion, India’s external debt has increased
from Rs. 1,31,000 crores to Rs. 1,62,000
crores from 38 to 47 per cent of GDP.
This has serious implication for India’s
debt servicing which according to the
Finance ministry for the first time turned
net transfers to India negative by Rs.
936 crores. That is, gross borrowing of
commercial borrowing during 1990-91
amounted to Rs. 3050 crores,
while servicing the commercial debt
was Rs. 40006 crores—including
Rs. 2137 crores for amortization and Rs.
2137 crores as interest payment. There
are many reasons given for this serious
situation, such as the downgrading of
India’s credit rating for long term loans,
the postponement of the regular budget,
the Guif crisis and its effect on the
balance of payments, the sharp decrease
in foreign remittances especially from
the Guif, and the decrease of credit from
foreign commercial banks who were
concentrating on strengthening their
capital base and reducing their credit
expansion. All this is no doubt true,
but for India the major lesson is that
relying on external commercial borrow-
ings to finance the current account
deficit has brought the country to this
pass and this should be immediately
stopped and the current account deficit
reduced as fast as possible and pursued
within India’s rasources.
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International
World Bank/IFC

At long last, after some hard negotia-
tions with the US which on grounds that
the World Bank itself should divert 50
per cent of its loans to the private sector
in each country had raised objections,
The International Finance Corporation
of the World Bank has been allowed to
increase its capital by $1 billion — from
$1.3 billion ro $2.3 billion. This was
the result of a compromise under which
the other countries agreed to review the
World Bank charter to give greater
emphasis to the private sector, This is
the kind of pressure which does not
heip even the private sector.

World economy

The UN annual world economic survey
states that the growth of world output
slowed in 1990 to 1 per cent, down
from 3 per cent in 1989 and 4.3 per cent
in 1988. The slow down was parti-
cularly sharp in the second half of 1990,
worsening prospects for the following
years, with perhaps the second half of
financial resources from developing to
industrial countries of $32 billion in
1990. so that for over a decade now the
developing countries will carry their
debt for another decade, as they have
done for over 10 years. The economic
slow down in 1990 was sharpest in UK,
Canada and US with all major aconomies
in recession and Europe and USSR
registering the worst drop in economic
activity since the war, contracting by 11
per cent. South and South East Asia
with 6 per cent growth was the world's
fastest growing region where apart from
Malaysia and Korea which did very well,
India, Pakistan, Burma and Sri Lanka
did better in 1990 than in 1991. Africa

has recorded a sharp deciine, It finds
it difficult to assess the impact of the
Gulf crisis separately from other factors.
Even though world economy is forecast
to pick up towards the end of 1992, the
survey refers to many uncertainties
which call for industrial countries
adopting a policy mix to stimulate
economic growth, keep down unemploy-
ment and invigorate the economies of
the developlng countries and USSR.
The IMF study on -'the domestic public
debt of externally indebted countries”
show the close link between two in the
group of 15 countries studied when the
average ratio of domestic public debt
to GDP rose from 10 per cent in 1981-82
to 16 percent in 1987-88 and 25 per
cent and 1950-91, The growth of drastic
public debt has led to sharp increase in
debt service payments, which have
depressed public investment and promo-
ted higher inflation which has averaged
more than 200 per cent a year. The link
between the domestic and external debt
is that the higher the government’s net
waorth, the greater would be its ability to
service its external debt and the lower
the secondary market discount on that
debt. Here the industrial countries
which are in a similar position, through
their ability to raise revenue from
efficient tax collection and a wider tax
base are able to generate fiscal surplus
that help their economies to move
forward. This the developing countries
also should learn to do. A new World
Bank study predicts that regional dis-

parities in growth which became sharp in
the 80s will continue. It says that the
unlike the likelihood of convergence and
as the uncertsinty about aggregate
growth intensifies, the risk is that the
number of the absolute poor in the world
will rise gradually —particularly in South
Asia and Africa south of Sahara which
have become net exporters of resources.
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World Development Rerort 1991

The ‘Yorld Bank's World Development
Report 1991 sets the agenda for develo-
pment, brings together the various
separate aspects of development dealt
with in its past Development Reports. In
this report the interaction between
government and markets is deemed as
the central issue of development. It
advocates a synthesis of the govern-
ment and markets, the governments
yielding to the dictates of the market.
“Strategies in which government sup-
port rather  supplant competitive
markets offer the best hope for
meeting the challenge of development’*
it says. But while for decades the
Bank has been asking economies "‘to get
the prices right”, the 1991 report asks
both industrial and developing countries
to get macro economic policies right.
While so far South Korea' was held up as
a model, in the report the role of the
states in the East Asia miracle is acknow-
ledged. Why has Japan succeeded in
development and not others, and it
answers - the question by pointing oug
that Japan facilitated a judicious mix of
state intervention and the operation of a
competitive market. The report recognises
that no free market has ever eradicated
poverty, and so states intervention and
funds are needed to alleviate poverty—
even in countries like the US. In piace
of growthmanship the report says "‘the
challenge of development in the broadest
sense is to improve the quality of life’,
which it sees in a free market carrying
this social justice facilitated by states
intervention. A large part of the report
examines the role of education in
economic development and the building
of indigenous technolagical capacity. its
emphasis on development of human capi-
tal and indigenous technological capabl-
lity includes the statement that “no
country has been able to build a modern



industrial economy without first tackling
mass illiteracy’’. There may be a tendency
to overemphasise education as an equa-
liser which feads to the neglect of land
reform and distribution issues. The
report marks a middle ground between
elitism and free marketeers and stresses
that the 2 have to be brought together in
varying degrees for macro economic
policy reform which economic develop-
ment calls for. Its two boxes on econ-
omic reform (box 6.2 and box 8,1)
bring out the mechanics of the reform
process—the gradualism vrs the shock
treatment method (box 6.2) and building
reform because of external aid and not
through internal consensus (box 8.3). In
this connection, the section of the report
on the sequence of reforms, when stabi-
lisation policies work on the demand side
to reduce inflation and external deficits,
structural policies are concerned with the
supply side addressed to resource use,
efficiency on trade, finance and industry,
for adjustment programmes suggested by
the World Bank and IMF address internal
and external imbalance. The study shows
the strong association between adjust-
ment programmes and improvements in
the balance of payments, but the effects
in growth is less clear. The report refers
to one study which found a negative
effect of the adjustment programme on
growth but after 3 or 4 years there is a
positive association. (In relation to the
adjustment programme now under way in
India, the effects on growth this year
should be accepted as being negative, as
pointed out earlier.)

UNCTAD

As UNCTAD VIl is being prepared
in the UNCTAD Trade and Board where
instead of arriving ata consensus on
protectionism and structural adjustment
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vis a vis the Uruguay round, a North
vrs South battle is shaping up. Industrial
countries want to focus on the ‘manage-
ment’ of the national economies of the
developing countries. They are fresis-
ting all attempts by the developing
countries to discuss the state of manage-
ment in the world economy. This isa
regrettable development as it means that
UNCTAD VI will waste its time in a
North—South battle.

World Food and Population

The problem particularly in the develo-
ping countries of food production not
keeping up with population increase was
debated at the consultative group on
International Agricultural Research mee-
ting at IRRl in the Philippines. The
warld population crossed 5.4 billion in
the second week of July and according
to UNFPA will reach 8.5 billion by 2025.
But land planted to major cereals has
not increased since the mid 70s and
yields have plateaued off as improved
seed have reached their technological
limits. There was agreement that in
face of this situation, there is no
alternative to population limitation.

SAARC and ASEAN

The ninth council of minister of
SAARC meeting in July agreed on
instiutionalising cooperation in tourism
and trade and manufacture and services.
This institutionalising of trade relations
and the decision to give the most
favoured treatment to each other in
trade is a major breakthrough for the
region. The six member South East
Asian Association (ASEAN) in the
summit meeting in July have agreed
to establish a free trade area by 2000,

This decision to allow the free flow of
goods among the 6 countries is also a
major development. It is to be hoped
these developments of SAARC and
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ASEAN will not weaken their fight for
freeing trade at the Uruguay round which
is still going on with the same loss of
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Il. Agricultural Development in Tamil Nidu. e ®

Paddy and other crops

With the rains in July, farmers have
begun ploughing and preparing the land
growing seedlings for the kuruvai crop,
The release of water from Mettur from
July 21 has enthused the delta farmers,
who after a gap of 6 years have begun
their work for the short term kuruvai
crop. They expect to extend the kuruvai
crop over 3.25 lakh acres in the Thanja-
vur district and 75,000 acres in the
Tiruchi district Also adequate quantities
of the short duration ADT-36 are
being readied for the kuruvai crop. The
cooperative central banks in Tiruchi,
Thanjavur, Kumbakonam and Pudukot-
tai have geared themselves to extend
the short term loan to the farmers for
the crop. The water released from Mettur
reached the Grand Anicut on July 25,
The Kuruvai crop can yield 5 to 6 lakh
tonnes of pulses. But all this is based
on the assumption that the interim order
of the cauvery water tribunal will be
carried out. The Karnataka government
has passed an ordinance which nulli-
fies the interim order of the tribunal
and the union government has refer-
red the matter to the supreme court,
which means that nothing can happen
with regard to the interim order now.
But the plentiful inflow into the Mettur
due to the rains in the catchment area
of the cauvery and the overflow of the

KR Sagar and Kabini reservoirs will
ensure the kuruvai crop. The farmers
also will be raising samba paddy out
of the 1.10 lakh hectares planted. The
only dark spot is that the dry crops
like cholam and cumbu could not be
cultivated because of the poor SW

-monsoon in this area.

Research results

On the 36 research reports recorded in
July, a group of 4 reports are of particu-
lar interest to the farmer as their results
can be applied immediately.

Of the group of 3 research reports on
rice, one from the agricultural research
station of TNAU Vellare which has tested
11 different crops in the irrigation water
polluted from the tanneries effluent at
Ambur finds that COl maize, CO13 ragi,
Africa’s tall maize, and BN2 grass yield
higher, product and fodder and can be
used now by the farmers in Ambur and
the surrounding villages in North Arcot :
the second from the Bhuvaneswar agricu=-
Iture college finds that iron chiorisis in
rice particularly in Coimbatore, Maduyrai
and upland areas can be countered by .
broadcast soil application of inorganic
salts, foliat spraying and application of
ammonia sulphate and can be used by
the farmers in the area: the third report is



from FIPPAT, padappai which shows that
seed treatment with fungicides can stop
seed rot disease of rice and can be used
now by farmers facing the problem. A
second group of reports will help farmers
growing other cereals: for the sorghum
growing farmers facing sorghum insect
pests the midge resistant sorghum varie-
ties developed by ICRISAT should be
used: the regional agricultural research
station, Tirupathi recommends to the
puise growing farmers, gresn gram varie-
ties PS—16, PIMS —4, ML—267, Pusa—
105 and LGG—127 as high yielding sum-
mer pulse crop: TNAU, Coimbatore reports
to help chick pea growing farmers that
the suitable varieties should be grown as
a post monsoon rainfed water crop prefe-
rebly during the first fortnight of October,
the agricultural college and research
institute states that cotton farmers should
know that sequential inter-cropping sys-
tems, cotton and black gram followed by
radish (3 crops) improved yield of cotton
one could be followed by cotton, black-
gram—amaranthas and cotton black gram
— coriander which yields between Rs.
16,000—Rs. 17,000 per hectare: TNAU
water technology centre recommends
that farmers using gravity flow irrigation
can apply herbicides to crops planted in
rows or beds that are furrows or flood
irrigation. Similarly maize growing far-
mers can use knap sack sprayer, onion
growers can use fluch foniar in the irriga-
tion channel, gingelly growers can use 1
litre plastic collapobis glucose and groun-
dnut farmers can use fluchlorain as a
spray fluid on the soil surfaces — for
weed control. A third group of reports
is of interest to fruit farmers: from the
college of agriculture, Rajendra nagat,
the mango fruit growers are advised to
use fanvaler EC as spray and from the
Krishi Vigyan Kendra Pondicherry, 5 steps
from maintaining 100 trees per hectare to
using insecticides are suggested to con-
trol mango hoppers. Indian Institute of
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Horticultural Research, Bangalore recom-
mend bio control through use of mealy
bugs to fruit farmers growing guavas to
eliminate some 80 species of insect pests,
The National Pulses Research Centre.
Vemban advises banana farmers that the
Rhizon weevil threatening banana can
be controlled by use of —infestation free
suckers and the out ends covered with
a layer of clay: similarly TNAU, Coimba-
tore advises the Poovan growers that
two rounds of foliar applications of one
per cent urea with two per cent muriat of
potash during preflowing stage will check
premature ripening, the Kottayam experi-
ment advises banana growers that ban-
ana aphids canbe controlled by use of
coccinelids beetle as predator. A fourth
group of reports refer to the cure to
animal diseases. The farmers developing
chicks are advised by the TN Veterinary
and Animal Sciences university, Tiruchi
that new duck syndrome which is a
killer disesase can be treated by mixing
sulpha quinescaline at 0.05 per cent
infeed for five days. The college of
veterinary science advise cattle growers
that ascariasis in calves can be treated
by giving doses of piperazine, morantal
or lavamisole and proper disposal of
faecal wmatter of sick calves. VCRI
Namakkal advises buffaloae owners that
buffalo pox can be treated by cleaning
the lesions with 1:1000 solution of
potassium permaganate followed by
antiseptic ointment: affected animals
should be isolated and milked by a
separate milker.

Fishing

On July 11, government imposed
limits on fishing to nautical miles this
side of the international boundary line.
This restricted severely prawn fishing
which were developed by spending a
great deal of money, converting their

fishing vessels to make them suitable
for prawn fishing. Besides this 600
prawn fishermen, 5 lakh fishermen
in five districts will be affected and
their livelihood taken away from them
as upto the 5 mile limit the sea is
rocky and fishermen lay their netonly
when they cross this limit. Hence the
July 21 relaxation of the limit and
fishing allowed in groups of 10 vessels
accompanied by wireless sets and
government officials - both to prevent
smuggling and prevent the Sri Lankan
Navy interfereing with the fishermen
was a relief to the fishing community,

Rubber

The natural rubber front faces both
glut and stagnant prices and the credit
squeeze limits the purchase capacity of
rsubber users. The glut is due to under
consumption. It is reported that nearly
half the 300 tonnes of rubber arriving at
the Kochi and Kottayam markets is
unsold and 10,000 tonnes are in stock
with growers. This is the offseason, so
that in 3 months when the season isin
full swing the situation will worsen, The
manufacturing sector is unable to lift the
rubber because of the credit squeeze
and there is their complaint that the
required quantum of RMAIV grade

* * *
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rubber is not available. RMAIV prices
at Kottayam are Rs. 2i.15 per kg. against
Rs. 23.25 per kg this time last year.
STC is not buying because it has a stack
of 25,000 tonnes. Following devalua-
tion of the rupee imports of rubber have
become dearer and so the manufacturers
demand for imports of 20,000 tonnes is
out of the question. The new trade policy
which requires that you do not import
unless you export, also implies not
importing more than what is needed. For
1991-92 production at 3,65,000 tonnes
will be marignally higher than the esti-
mated domestic consumption and so the
import question should not arise. Under

~ the new trade policy itis estimated that

the import and export will be 27,000
tonnes, with 22,000 tonnes being im-
ported under the REP scheme, leaving
only 5000 tonnes to be ,met from
domestic consumption.  Against this
background, the union government's
decision to study the cost of production
of rubber is good. The demand for
imports will come up against the BOP
problem, the growers recistance to
imports and the expectation of a sharp
rise in global prices. When prices are
going to raise and imports are ruled out,
the cost study may do little to remove
the misgivings of bulk users but the facts
on costs should be established in the
interest of both growers and users,

* L ®



404

lil. Industrial Development in Tamil Nadu

Industrialisation in the state in July
had the usual plus and minus points.

On the plus side first there is the
increase in the quantum of capital
subsidy to be made available to medium
and major new industries—an increase
from Rs. 15 lakhs to Rs. 25 lakhs for
investment above Rs. 100 crores. Also
new industries with an investment of
Rs. 50 crores to Rs. 100 crores will have
sales tax waiver for 5 years or deferral of
tax for 10 years and for those with invest-
ment above Rs. 100 crores, the waiver
for 6 years and deferral for 12 years.
Second, TIIC has decided to waive the
recurring credit guarantee fee of 1.25
per cent of loan amount and instead
make a one time charge of 0.75 per cent.
It has waived the collataral requirement
from SS1 loans, enhanced the sanction-
ing powers of its regional offices to Rs,
12.5 lakhs and gives relief of penal
interest at 5 per cent an amount due for
the period of delay instead of the earlier
2 per cent on the whole loan period.
Third, the union government has apptov-
ed the Rs. 40 crores Narimanam project
for LPG production. The plant will be
part of the 05 million tonnes crude
refining project being set up by the
Madras Refineries at a cost of Rs.
115 crores at Panangudi, Nagapattinam.
Fourth, Bharath Petroleum Corpora-
tion announces that it is setting up
a Rs. 15 crores lubrication oil plant
in Madras. Fifth, Leather exports now
(1990-91) at Rs. 2500 crores is to
be expanded to Rs, 10,000 crores by
‘ 2000, with Rs. 3500 crores by 1984-85,
Sixth, TIDCO announces that it will
launch 8 new projects at an estimated
cost of Rs. 500 crores this year including
a nitro phosphate complex at Chidamba-
ram district with a capacity of 1000

-

tonnes a day at a cost of Rs. 300 crores,
an acylic complex at Thanjavur at a cost
of Rs. 100 crores, a heat transformer
fluids plant in South Arcot for Rs. 40
crores, a 50 tpa fruit process plant at
Dharmapuri (Rs. 10 crores), a unit for
coconut based product at Kanyakumari
(Rs. 20 crores), a 1400 tpa diktene deri-
vatives plant at South Arcot (Rs, 30
crores) a 200 lakh tpa unit to manufacture
the neutral alcoho! for export anda 30
million tpa_plant for manufacturing fly
ash bricks at Chinglepattu (Rs, 5 crores).
For these, it has letters of intent and
it is advised that they be established in
the associate sector where the state’s
stake will be limited to 11 per cent.
Seventh the black granite industry is in
good shape in the state and the demand
from many countries for polished black
granite from Tamil Nadu should lead to a
vigorous export industry. Eighth, the
Ambattur Industrial Estate is developing
an export consortium or export house to
take advantage of increasing competition
in the domestic market and decline in the
foreign exchange value (devaluation of
the rupee). WNinth, General Electric
Company, as noted earlier, is setting up
a Rs. 7 crore plant at Poonamaliee to
make SF 6 circuit breakers and isolators.
It will have a licensed capacity of 1360
SF circuit breakers and 620 isolators,
both upto 800 KV. Tenth, Ashok Leyland
reports a very good performance for the
year ending March 31, 1990 with gross
turnover of Rs. 9123.90 crores (4-13 per
cent over the previous year), production
of 24,976 vehicles {+11 per cent). The
(Press Metal Corporation) Ambattur
Unit which supplies frames for Ashok
Leyland vehicles was amalgamated with
Tube investments. Ashok Leyland reports
that it has readied the first phase of its
investment programme of Rs. 570 crcres
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for expansion of existing capacity, mode-
rnisation and introduction of new range
of commercial vehicles and has tied up
the source of finances for this. Eleventh,
Tamil Nadu’s 58 public sector units for
the first time report making a profit of
Rs. 1.07 crores for 1989-90 against
a net loss of Rs. 47.10 crores in 1988-89
and Rs. 62.95 crores in 1985-89. The
margin on sales which has been negative
(-3.87 per cent in 1985-86) turned
positive in 1989-90 for the first time.
This heartening record was mainly due
to Tamil Nadu Newsprint which earned a
profit of Rs. 31.02 crores for that year
(1989-90). Of the 10 groups of the PSUs,
manufacturing turned from a loss of
Rs. 15.40 crores in 1988-89 to a profit of
Rs. 24,17 crores. So too agriculture
and allied activities turned from the
loss of Rs, 1°87 crores in 1988-89 to net
profits of Rs. 7.43 crores in 1989-90.
The states transport sector and trading
continued to perform poorly with trans-
port increasing its loss from Rs. 12,20
crores in 1988-89 to Rs. 21, 88 crores in
1989-90 and trading from Rs. 6.55 crores
to Rs. 13.71 crores. This is on the whole
heartening record. For 1989-£0 of the
Tamil Nadu capital investment of Rs.
1661.65 crores (35 units made profits
compared to 26 in 1988--89, and the
other 10 units record a loss of Rs. 48.20
crores). The question arises whether the
government should be involved ito this
extent in investment and production.
Twelfth, Tamil Nadu Petro Products is
setting up two plants - a Rs. 94 crores
caustic soda unit at Thanjavur with a
licensed capacity of 100 tpd and turnover
of Rs. 45 crores: a Rs. 45 crore heavy
normal paraffin plant at Manali, with a
capacity of 15,000 tonnes per annum,
The company is already licensed to manu-
facture linear alkyl benzene (LAB) which
is parallel to heavy paratfin, Thirteenth,
PIC had a good record in 1990—91 des-
pite the difficulty it faced in availabillity

of its important raw materials and disag-
reement of its management with the
government. Despite serious shortage
of important phosphoric acid and ammo-
nia, its overall turnover was marginally
higher at Rs. 863.06 crores and its net
worth to Rs. 144.34 crores. Fourteenth.
CLRI is establishing a model rural slaug-
hter house as an alternative to existing
system of meat praoduction and handling.
If favourable, it will lead to a chain of
rural slaughter houses in the state and
the country. Fifteenth, the alam Steel
plant. a unit of SAIL, not only broke
even during the year, it was able to
export 3800 tonnes of stainless steel (Rs,
13 crores) despite the global decline in
steel exports due to the Gulf crisis. The
plan this year is to double its exports to
over 6000 tonnes. Sixteenth, the long
pending Madras gas cracker project, the
National Aromatics and Petro Chemicals
Corporation (NAPCO) with the original
promoters, Madras Refineries (MRL)
and SPIC has been recosted in view of
the devaluation of the Rupee, and is now
before the cabinet for approval on the
basis of the fresh estimates. Seventesnth,
Food processing is emerging on the
thrust area in the state, with growing
investment in it. On the negative side,
First, the sugar industry in the state
faces a serious problem, with a high
production (as of early July 11.31 lakh
tonnes was recovered compared to the
previous vear's 8.72 lakh tonnes despite
a lower recovery rate at 9 per cent the
year against 9.36 per cent in (1989-90).
It cannot however release more sugar
over what is already allowed. It has
been checked with the tying up of capital
and their demand by the demand for
urgently needed working capital funds.
So far the banks have financed only the
expansion and modernisation and have
not funded the working capital needs,
and now with the tight financial situation
and the RBI directives on testricting



loans and raising of bank rates, the mills
face a real quandry. It is also not in
their interest to release more sugar to the
market, as that will bring down the price
and create another set of problems for
them. Second, and related, the 31 sugar
mills in the state have accumulated
molasses—the carry over stock as on
October 1, 1990 was 1.04 lakh tonnes
and for the current year (with average
molasses recovery of 4.47 per cent) 5.62
lakh tonnes of molasses will be produced,
giving a total stock of 6.66 lakh tonnes.
The 8 distilleries in the state by June
1991 have taken 2.39 lakh tonnes and
in the remaining 3 month will take 0.79
lakh tonnes—a total offtake from the
factories will be 4.03 lakh tonnes in
1990-91. The net surplus of 2.63 lakh
tonnes is a burden for the mills and
environmentally polluting as the mills
are forced to let the surplus molasses to
be exported which will earn $7.9 million,
as the foreign demand for molasses is
high. This will also add to our foreign
exchange earnings. The union govern-
ment is insisting that only value added
should be exported in this case is wrong
and short sighted, Third, BHEL, Tiruchi
is in a bad way: because of import restri-
ctions on its 700 crores imports for 1991~
92, it has had to cut its shop floor pro-
duction by 50 per cent and has already
laid off 600 casual workers. Its letter
of credit (LC) application is lying un-
opened in RBI, and so its purchases have
stopped, its ancillary units having no
orders from .BHEL. Hence BHEL has
appealed to RB) for some relaxation on
its LC, but there is little hope of this, as
this is part of a national issue. Fourth,
the two and half year closed Stendard
Motors Products (SMPL) is still under
BIFR study. Should it be reopened as
a result of Trade Union pressure and
state government insistence? Wil it
become another loss making unit? BIFR
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has now passed the ball to the Banks
and Financial Institutions (who are them-
selves in none too good a financial posi-
tion to come up with a package of reliefs
and concessions which will enable
SMPL to be reopened. This reopening
of a sick unitis a question mark. Fifth,
another similar sick enterprise MALCO
has gone to the High Court to challenge
the show 'cause notice of BIFR for
winding up the company. BIFR is
very clear about the unit not being
viable because of its sub optional capa-
city of 25,000 tonnes and the absence
of assured power supply from TNEB,
When the Board has after full investiga-
tion clearly proved that there is no
option but to close the unit, the 2
months stay obtained from the High
Court is merely prolonging the agony
and postponing the day of reckoning.
The enterprise should be closed. Sixth,
the small scale pesticide units in the
state are facing complete collapse
because the state order is that
pesticides should be purchased only
from SSI| units is not being observed
by whole-salers, retailers, and con-
sumers and because the 15 per cent
price preference both for small and large
units as directed by the Union govern-
ment (and observed in all other states)
is not being observed in Tamil Nadu
because the government states that it
is not in the farmers interest. Even
the state governments’ own demand is
being met not from the SSI units but
by the State Agro Industrial Corporation_
This needs to be urgently sorted out and
settled as it is clear that while the manu-
facture of technical pesticides belongs to
the larger modern enterprises, formula-
tions should be in the exclusive produc-
tion domain of the smallscale enterprises.
Seventh, another industrial group which
is in a similar position of difficulties
in the State handloom sector. Handloom
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weavers are faced not with' shortage
of hank yarn used by them, are not

being turned below 20 counts hank
yarn which they use, but with a sky
rocketing price rise above 80 per cent.
This is because that the below 20
counts hank yarn are not being turned
out by our spinning mills which find
that yarn above 20 counts, isin great
demand abroad, and so its high price
has led them to concentrate on its

* *

manufacture. On top the large export
of cotton, and the new REP licenses
attached to it under the reform policy
is starving both above 20 counts and
below 20 counts hank yarn of the
needed cotton. What is needed is for
the state cooperative spinning mills to
produce the below 20 counts hank harn
which the handloom weavers desparately
needs, as otherwise there will be a
collapse of the sector,

* *

V. Education Science and Health

Educational reforms

The new government has announced
a return to the Education Policy 1986
including the continued setting up of
Navodya Vidyalaya. Such recommenda-
tions of the Ramamurthy Committee
which are appropriate to the Policy and
will improve its execution will be in-
corporated in the programme. The
government has ruled out the proposal
for raising the fees of higher education
to make it pay for itself. This whole-
sale dismissal of an Important means
of financing the resources for improving
higher education, which is also in the
interest of equity is 10 be regretted.
It is necessary and should be done’
graduatly,

Literacy

In the literacy area, 6 universities in
the state have incorporated adult literacy
teaching and learning as part of their
curricula and have taken steps to get
two more universities and 15 autono-

mous colleges to join in this obligatory
literacy programme. Annamalai University
has launched a two month large vol-
untary literacy programme in which 1500
students and 300 teachers are participa-
ting to make 459 villages with 40,000
illiterates fully literacy in 4 blocks—
Mebhuvanagiri, Parangipettai, Keera-
palayam and Kumaratchi in S. Arcot
district. The university has alloted Rs. 5
lakhs for this programme and the State
Resource Centre is providing the training
input. The programme besides literacy
covers social hygiene, population
control, environmental and ecological
balance, precautions against cyclones,
small savings and welfare measures.
Under the National Literacy Mission, 3
districts have launched programmes to
become 100 per cent literate districts—
Kamarajar, Pasumpon Thevar and
Pudukottai. i

Science

The Comptroller and Auditor General
in his report for 1990-95 is critical of the



Council of Scientific and Industrial
Research for the way in which its funds
an scientific projects have been waste-
fully expended. It refers to the Rs. 40
lakh released for a photo synthesis unit,
which was closed after spending Rs. 25
lakhs on equipment, the Central Leather
Research Institute developed 75 techno-
logies since its inception but only 9 were
commercialised. The Central Mechanical
Engineering Research Institute spent Rs.
10 lakhs on developing software but
closed it down because the user did not
want it. Rajasthan Atomic Power Station
imported Rs. 1.14 crores of equipment
which is lying unused. The Department
of Electronics is criticised for inadequate
appraisal and monitoring of a project
sanctioned at IIT. The biotechnology
centre at Anna University reports deve-
loping a biocide to fight mosquitoes. It
states that with the help of SPIC
it will be commercially developed and
marketed. The Tamil Nadu Veterinary
and Animal Science University reports

* L]

V. Employment and

The government accounced in Parlia-
ment on the basis of the results of
the 43rd round of NSS 1982-88, the
backlog of unemployed (usual principal
status) was 13.1 million in March 1990
In 1990-91 employment is estimated
to have grown at 1.8 per cent (against
the target of 3 per cent). On conditions
of employment, increased technological
and economic development seems to
lead to a decline in wonmen's work
participation rate because a) with such
technical advancement, the need is for
highly specialised jobs calling for special
education, qualifications and skill against
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that it is launching an import substitu-
tion programme with planned production
of sera, diagnostic reagents and various
hormones. A Rs. 7.2 lakh project is
also under way at the Tuticorin Fish-
eries Research Institute on fisheries
feed technology using squid wastes.
This would give a fillip both to domestic
feed production and avoid imports from
Taiwan and Japan.

Health

India’s population was 849,883,925
on July 1—the World Population Day,
according to International Research
Institute for Population Studies, Bombay,
Since 1990 the country’s population had
increased by 6 million. 1t would over-
take China’s population by 2035, China’s
population which was 1.139 million in
June 1990, whereas at the present rate,

India’s population will be 1.4 billion
by 2025,

Labour Relations.

which should be set the low female liter-
acy level. In Rajasthan, for instance.
female illiteracy is 89 per cent, in the
country 75 per cent of wamen are illite-
rate against 43 per cent of male illiteracy.
b) industrialisation and modernisation
has brought in its wake reduced depen-
dence on agriculture, reducing their
demand for women’s employment. Com-
puterisation reduces women'’s employ-
ment as can be seen in pharmeceuticals
and the food industry, where women are
employed only in low paid, clerical jobs.
Even though employment of women in
the organised sector is increasing, they
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constitute a mere 6 per cent of total
women workers who are mainly concen-
trated in factories and plantations. In fact
the legislation providing for equal oppor-
tunities and equal pay for women has
contributed to the decline of the employ-
ment of women, who were employed
because of the low wages payable to
them. Woelfare legislation like compul-
sory maternity leave and rules regarding
working hours has also led to the decline
in women’'s employment, as employers
fight shy of these rules and regulations.
A study sponsored by the ministry of
labour shows that in rural areas 35 per
cent of families are solely supported by
women and for another 35 per cent more
than half the family income comes from
the women. The 1991 census report
which records the declining sex ratio is
further an indicati on that women are
being cut in the job market, in health and

* *

VI. Other

Madras Chamber of Commerce and
RBI

The Madras Chamber of Commerce
and Industry organised a workshop in
early July on Development imperatives.
There was discussion on the macro
econamic balances which should promote
development and agreement of establish-
ment of fiscal equilibrium and reform
of trade policy. There was some dis-
agreement on the role of the public
sector and the market in the develop-
ment process but there was agreement
that in face of the serious economic
crisis gripping the country, there should
develop rather quickly a consensus on
the short term and medium measures
that need to be taken to restore the

in economic development. Despite the
overall situation in Tamil Nadu which
shows that 4.58 per cent of the total
child population is involved in wage ear-
ning work, the share of child labour in
agriculture has risen sharply between
1980-1990 from 25.26 per cent to 47.07
per cent. Even in agriculture labour,
the tendency is for children who com-
plete the V Standard and crossed 10
years to leave school to take up waork
in the field to add to the family income,
An IFAD study states that the number
of rural women living in poverty increa-
sed 50 per cent in the fast 20 years
covering 550 million. Of them, 365
million live in Asia, 130 million in Africa
and 43 million in Latin America and
the Caribbean. They work for 17 hours
a day, as poverty is forcing them to
work even harder. Small, $50 joans are
enough to lift the women out of poverty,

* *

Items

health of the economy. There was on
the same day a meeting of the RBI
Board of Governors where the first draft
of the Annual Report for 1990-91
was discussed and in light of which
the final report, including the per-
spectives ahead, will be drafted,
There was a discussion on the 2 step
devaluation on July 1 & 3 effected by the
Bank and it was explained that the first
devaluation was intended to test the
waters which it did successfully.

Adult Literacy
There were two meetings on Aduit

Literacy, teaching and learning. The first
was a meeting of the 15 Vice-Chancellors



of Tamil Nadu universities and 36 Princi-
pals of Autonomous colleges. 8 vice
chancellors and 25 pr'fncipals attended
the meeting at which the 4 models uses
by 4 universities and 1 autonomous
college which incorporate adult literscy
in the curriculum was noted. All the
universities present who had not done so
and 17 autonomous colleges made com-
mitments to introduce literacy teaching
in their curriculum during the coming
academic year so that during the next
summer vacation the staff and students
would follow the curriculum in the
villages in which they would be living.
The other event was the literacy jatha
organised by the BGVS in Madras as the
start of a fortnight intensive Jatha acti-
vity in the Madras slums to stimulate
literacy learning. The main organisers
are the leading slum dweliers who are
enthused by the literacy programme in
their location.

World Bank on Indian Agriculture and
Alliance Francaise

There was a seminar in mid July on
the World Bank country paper on Indian
Agriculture. There was general appreci-
ation of the statistical compilation and
interpretation of Indian Agriculture
and general agreement with its main
thrust that Indian agriculture has not
developed its full potential and was
unbalanced spatially in its development.
There was criticism at the neglect of
the movement for decentralisation which
was involving the panchayats and
mandals in agricultural development,
the neglect of the importance of land
reform in the analysis and some of the
unrealistic conclusions drawn. In fact
there was the feeling that there is need
for a section on the implementability of
the suggestions made, carnrying further
the prospects for action made which
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are heavily market oriented. A meeting
of the council of Alliance Francaise
reviewed the state of the organisations
finances and in light of its sound
nature recommended that the Bank loan
of Rs. 50,000 outstanding for the last
5 years should be repaid. It also noted
that the programme is well organised
and enacted that the building pro-

gramme support the intellectual activi-
ties,

HC and ICRIER

The monthly pane! discussion of the
India International Centre on Decentra-
lisation in Planning and Plan imple-
mentation was led by Arun Ghosh, ex
Planning Commission member and BH
Minhas of the Indian Statistical Institute.
There was general agreement that the
potential for enriching and making more
realistic through panchayat involvement
in the annual and five year plans was
not being exploited and the need to
make a start on the West Bengal or
Karnataka Mode! was generally accepted,
In fact this decentralised planning rather
than going in for what is termed indi-
cative planning is the need of the
hour. A meeting of the Board of
Governors of ICRIER followed by a
meeting of the General Council was held
towards the end of July. The programme
of activities was reviewed and sugges-
tions for further improvement of the
research output were made. At this time
when the economy is being thoroughly
restructured, the research input of ICRIER
can be an invaluable element. The need
tor raising a corpus of Rs. 5 crores to
meet both its building programme and
further fund its research programme was
discussed in detail and a committee was
set up to raise the funds, after explaining

to the government its interest and
commitment,
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Seminar on Fiscal Management and
National Foundation

The Indian Economic Association Trust
and Department of Economics of the
Madras University organised a seminar
on Fiscal management in India. This
event on the eve of the budget concent-
rated on the Fiscal deficit and means of
cutting it, the inflationary pressure qf
the economy and means of dampening it
and the balance of payments disequilib-
rium. On all 3 issues there was major
agreement—on the need to cut govern-
ment expenditure and increase govern-
ment revenue through tax and non tax
measures as an urgent means of reducing
the fiscal deficit: on holding back the
cost push factors following from deval-
uation and, the trade reform to keep the
rate of inflation from further rising, and
the compressing of imports, promotion of
exports and improvement in invisibles as
a means of reducing the current account
deficit of the balance of payments. There
will be medium term economic policy
reform that will have to be faced. There
was a meeting of some industrialists and
planners and administrators to consider
the feasibility of setting up a National
Foundation with a corpus of Rs. 100
crores to fund some 7 main programme
areas. The problems .and difficulties of
raising these funds from private sources
were discussed and it was agreed that
this first meeting will be followed up by
further such meetings in Bombay, Calcut-
ta and Delhi and also in the US, UK.
Germany with NRIs to explore the
perspectives,

SRC—TNBCE and MANAR committee

The meeting of the Governing Council
of the State Resource Centre met at the
end of July and reviewed the programme

of the centre which is now being fully
engaged with the 100 per cent literacy
programme of the 3 districts referred to
earlier. There are 3 more districts being
ready to join the 100 per cent district
literacy movement plus Madras city. The
work of the cadres was reviewed and
suggestions made for their improved
functioning. The finances of the Council
as reviewed by the Standing Finance
Committee were noted as being satisfac-
tory. The executive committee of the
Tamil Nadu Board of Continuing Educa-
tion also met and reviewed the state of
the building programme for the head-
quarters and its finanecing by the union
government and the state government,
The Committee also reviewed the prepar-
ation for the Annual Conference to be
held in October in Virudhunagar. It
approved the programme and decided to
invite the minister of education to inaug-
urate it. The Director General of the
National Literacy Mission, Mr' L. Mishra
will deliver the keynote address. The
Mass Action for National Regeneration
(MANAR) Committee met in the last
week of July and received a report on
the Anna University semester on adult
literacy from the organisation. The
programme and achievements were dif.
ferent from that of Madras Christian
College received at the last meeting and
universities,  particularly professional
universities, would face similar situations
and problems. It was agreed that Tamil
Nadu Agricultural University, Veterinary
and Animal Sciences University and
MGR Medical University should develop
the literacy component in their ongoing
rural programmes on which Anna and
Madras Christian College can help.
Similarly these 3 universities can help
the other universities and colleges with
the rural, agricultural, animal sciences
and heaith inputs in their literacy pro-
grammes. '



Dr. C.T. Kurien's farewell

There was an impressive farewell to
Dr. Kurien who retires after serving for
12 years as Director and Professor of
the Institute. His invaluable services in
building up the Institute were recalled
and his unique scholarship which helped
in producing 3 books as joint Institute
Research Publications and his final
theoretical research work on the fun-
ctioning of the market were recalled.
Dr. Kurien will continue as Emeritus
Professor of the Institute,

August Development Seminar

The paper for the August Development
Seminar, ‘‘Need Based Energy Manage-
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ment-Distribution is the key’” by M.G.
Devasagayam along with the summary of
the discussion of the seminar appears as
the first article.

Second Article

Paper on the Union Budget 1991-82 :
A comment, appears as the second
article.

Book Review

A review by Prof. A. Vaidyanathan of
the book, ‘Irrigation: Analysing and
Improving the Performance of bureacra-
cies’’ appears under the book review
section.

MIDS News

Dr. P.V. Sukhatme delivered a lecture
on “Current Status of the Nutrition
Debate’” on 13th August, 1991,

Prof. T. Hayashi formerly of the Insti-
tute of Developing Economics, Tokyo and
currently Professor at the Daito Bunka
University gave a seminar on ‘Japanese
Experience in Technology” on 21st
August.

Dr. C.J. Fuller of the London School of
Economics delivered a lecture on ““Indian
Anthropology in the 1980s” on 22nd
August.

Dr. T.K. Sundari from the Centre for
Development Studies presented a lecture
on ""Some Preliminary results of a Health
Survey of Scheduled Caste Households
in Chingleput district on 26th August.

» ] [ ]

A seminar on “‘World Development
Report 1991" jointly organised by MIDS
and Institute for Financial Management
and Research was held on 11th Septem-
ber at IFMR premises.

* * L ]

Prof. A. Vaidyanathan participated in a
function to celebrate 20th anniversary of
the founding of the CDS, Trivandrum on
14th August, 1991, '

* - *

He also presented the results of a joint
paper with Dr. B.G, Kumar on ‘Morbidity’
at CDS on 16th August.

L] * .

Prof. Nirmal Sengupta attended a dis-
cussion session with the Action Research

groups at NIRD, Hyderabad on 14th
September,

* L J ]

Dr, Paul Appasamy presented a paper
on "Reuse of Wastewater'* at a seminar
on ‘*Water for Madras*’ organised by the
Tamilnadu Science Forum, Madras on
7th September,



August Development Seminar

Need based energy Management - Distribution is the key

(A paper based on Haryana experiment)

by

M. G. Devasahayam, 1.A.S. (Retd.)
Chairman and Managing Director, Devson Decors Ltd., Madras,

Power shortage in !India is endemic,
Despite heavy investment in the power
sector and additional power generation
every year there appears to be no chance
of the shortage syndrome easing upin
the near future. Barring Andhra Pradesh,
Himachal Pradesh and Kerala all other
States and Union Territories have perpet-
ual power deficits. There seem to be no
espite from this crippling deficits if we
go by the figures than are being publi-
shed from time to time.

Woare these deficts related to the need
or the projected demand? This is a
question that should be asked and answ-
ered sincerely if we are to get out of this
shortage syndrome which has become
the order of the day. In the power sector,
it has almost become a ritual to insisten-
tly clamour for more projects, more power
plants and more generation. According
to experts, this is the only way to meet
the projected demand of today, temorrow
and the day after. This school of thought,
which is the predominant majority, belie-
ves in the classical concept of load mana-
gement which emphasises the continuous
and copious supply of energy to all
sectors of the economy and to all types
of consumers at all times.

This is alright as an ideal proposition.
This ideal could be achieved if only we
had unlimited resources at our command.
But in actual practice, the resources are
not only limited but scarce. And these
scarce resources need to be spread over
several areas all calling for urgent atten-
tion, It, therefore, follows that a demand
based energy management would only
result in the shortage syndrome repeating
itself endlessly since the ever growing
‘demand’ could never be met fully and
satisfactorily.

A better alternative would be to replace
the demand based energy management
with a need based one. In the power
sector there is a distinct difference bet-
ween demand and need. Consumers of
electric power could be calssified into
five broad categories-the industrial users,
the agricultural sector, commercial orga-
nisations, the domestic consumers and
essential services. Industrial users could
be further subdivided as shift based
industries and continuous process indus-
tries. Agricultural sector would include
irrigation, tubewells and rural industries,
Out of these several groups and sub-
groups. only three - continuous process
industries, domestic consumers and

essential services - need power round the
clock. Others may.demand power 24
hours a day, but they don’t need it.

On an appoximation only about 109, of
the industries in India are in the continu-
ous process category. Another 10 to
15% would be doing two/three shifts.
The vast majority (about 75%,) are just
single shift industries who do not need
assured good quality power supply for
more than 8 hours a day.

In the agricultural sector, this demand-
need dichotomy is even mare prononu-
cing. This is further aggravated by a
major distortion that has taken place in
Indian farming. Traditionally, paddy had
been cultivated in water rich areas with
abundant rainfall. But in the past few
years, this water intensive crop has been
flourishing in areas which depend upon
can3l and tube well irrigation to a very
large extent. It is all right as long as
it is confined to canal irrigation. But the
recent trend has been towards tubewell
irrigation even for this highly water-
intensive crop. This was certainly not
in the original scheme of things.

All the same, even for raising the best
paddy crop through tube-well irrigation,
10 hours of power supply per day during
the season is enough. For a less water-
intensive crop like wheat, 6. hours of
power supply in 24 hours is more than
sufficient. Whereas the **demand’’ here
may be for 24 hours, the actual ‘‘need”
isonly of the order that we have seen.
There is no need for the supply grid to
remain ‘energised’ for more than this
‘needed’ period,

Same goes for the rural industries,
Agro based industries like sugar and
cotton ginning are seasonal in nature
and require full power only for part of
the year. Cold storages need 12 to
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14 hours of power supply preferably spilt
in two or three parts.

Energy Wwhich is the time integral of
power is the most perishable of ¢ommo-
dities. Once generated, it has to be
transmitted and consumed. A need
based energy management would

a) identify the need of the various con-
sumers

b) forecast the generation iequirement
based on the need

c) plan power generation as per forecast

d) lay down a suitable distribution
network

e) regulate distribution as per need
f) monitor matching of need with supply.

The greatest bugbear of need based
energy management is the distribution
network. Consumers cannot be supplied
power as per their need since the distri-
bution network is not designed for
that purpose. The present day power
distribution is  full of .constraints and
is clumsy to the core. The ills of the
system are many-poor reliability, high
line losses, low voltage profiles, over-
loading of transformers, poor mainten-
ance, absence of conservation measures,
stealing of power, haphazard layouts,
whimsical load connection, inadequate
clearance, etc. With a single feeder con-
nected to all type of consumers there is
no load discipline and the distribution
network is exposed t0 several malpracti-
ces and distortions.

Generation of power also suffers as a
result, engineers incharge of power
generation in State Electricity Boards are
not enthusiastic about optimising power
generation since they feel it only helps
those in charge of the chaotic distribu-
tion system to make more money. A posi-
tive demotivating factor if there is one,
So it is that if the power problem is
to be solved, distribution holds the key.



Haryana Case Study

This was the scenario that faced the
Haryana State Electricity Board (HSEB)
in late 1984/early 1985. Haryana per-
haps is the typical example of how
chaotic the power sector could be. The
total power ''demand” of Haryana was
to the order of 160 lakh to 180 lakh
units per day and the State was sup-
posed to receive it from an assortment
of sources, As against this demand, the
average daily availability in the first
four months of 1984 was in the range
of 98 to 120 LU, It has been dropping
since then. In the first four months
of 1985, there was further drop recor-
ding the lowest average availiability
per day in April 1985 (83 LU). The
captive generation of HSEB from the
thermal stations of Panipat and Farida-
bad (with an installed capacity of 415
MW) never went beyond 42.5% of the
availability. The balance came from
varied sources outside the State such
as Bhakra Dam, Deharm Pong and
Bairasai-all Hydro Electric Projects, the
Indraprasthra power station at Delhi,
Singrauli thermal plant of NTPC and
the Punjab and Rajasthan State Electri-
city Board, when they had surplus
power to spare.

In the face of persistent and acute
power shortage, HSEB has been resor-
ting to power regulatory measures almost
perpetually. The one in vogue in end
1984 had categorised rural, industrial
and urban feeders separately. The State
was divided into two rural groups each
running for 10 hours on alternate days.
Industries were required to observe 3
off days and allowed 8 hours supply
on working days. The continuous process
industries and large power consumers
with independent feeders were permitted
to run all the seven days with a 60%
power cut. The urban feeders were ON
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only in the night from 18.00 hours to
06.00 hours.

Good intentions and efforts notwith-
standing this regulatory system had
several defects and leopholes.

i) Available power was flowing in all
the . feeders simultaneously. Enforcement
of the timings and power cuts depended
on the discipline of the consumers
which was totally lacking. Since power
available was low and uncertain, con-
sumers often resorted to panic utilisation.

ii) Continous process industry had in-
deed become a farce. Anyone with
influence or clout could get his unit
in this category and draw power without
fixed quantum of units provided he is
willing to keep the people concerned
in good humour,

iii) In rural areas, farmers would keep
their electric pumps switched on so
that they could water their fields at
whatever time power was available,
There were large number of stealthy
and unauthorised connections to tube-
wells which were not accounted for.

iv) In areas where power was supplied
only in the night for farming, there
was tot of hardship to the farmers and
wastage of precious water,

v) Need based energy management
was not possible since from most of
the grid sub-stations located in urban
areas, the feeders catered to urban/semi
-urban and rural loads. Even otherwise,
there were no separate feeders for
supplying power to distinct categories
as per need.

vi) Even to cater to the demand of
essential loads like hospitals, water
supply and sewerage, the entire urban/

.y

rural feedets had to be switched on facili-
tating unauthorised overdrawal of power
by various categories of consumers con-
nected to such feeders,

vii) With vast discretionary power vest-
ing with junior level functionaries, it was
a field day for the unscrupulous and
vested interests. Senior officials could
not do much in view of the powerful
partronage some of the consumers enjoy-
ed at high political levels.

All these factors lead to a situation
where there was virtual chaos in the
power front in the State of Haryana
towards end of 1984. The crops were
withering, industries had come to a
grinding halt, there were severe disrup-
ttons in  essential services and the
domestic consumers were spending dark
nights. Despite peak load restrictions
from 18.00 hours to 22.00 hours, there
was heavy overdrawal on the Bhakra
system whichin fact was the base load
constituting about 40 to 459 of the
power availability., With this base load
drawn within a matter of hours, Bhakra
power was cut off in the eaily hours of
the morning leaving the system entirely
d=pendent on the erratic thermal gene-
tation and unreliable outside sources of
power. This resulted in frequent shut
downs, tripping and voltage fluctuations.
The quality of power available was very
poor. There was a situation in which it
was the Bhakra Management Board and
not HSEB who were calling the shots
and controlling the power availability
and supply in the State of Haryana. With
the power position in such a mess, there
were convulsions in-the political plane
also.

It was at this point of time that a need
based energy management system was
quickly put together and enforced in the
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HSEB around the middle of January
1986.

In nutshell the new system was this :
Consumers were categorised into :
a) shift based industries

b) continuous process industries and
industries having independent feeders.

¢) irrigation tubewells
d) peak load requirement
e) domestic connections
f) essential services

After allocating 4 to 6 hours in the even-
ing for peak load, the day was divided
into three parts of six hours each. The
State was also grouped into three regions
each having 4 sub-stations of 220 KV.
After the peak hours, power feeders in
one group would be switched off from
the 220 kv sub-station itself in rotation
for six hours. If the power availability
feil below a certain level, only one group
would be on in rotation of six hours.
For the essential setvices, continuous
process industries and independent
feeder industries, amperage/units were
fixed and power released accordingly
round the clock. Thus for shift based
industries and tubewsells assured power
was made available for 6 to 12 hours.
For tubewells, the power was sufficient
since it was uninterrupted and in-
dustries could run one shift either
exclusively with HSEB power or in
tandem with generators. In addition,
for special needs like water supply,
timings were fixed and power made
available outside these group timings.

This system of energy management
which was effected through power
regulatory measures was strictly enfor-
ced. It was a combination of PR,
vigilance and technical supervision-PR
to make the consumers aware of the



measures. Vigilance to put the fear of
God into the field officers and techni-
cal supervision so that no one could
act smart. It worked well and the
effort was rewarding. Around the middle
of 1935, an evaluation was made of
the new energy management system,
Here are excerpts from the report of
the experts:

"’Critical analysis of the effect of
new regulation - benefits accrued
thereof’” ‘

With the implementation of the new
power regulatory measures, a large
number of benefits have accrued to the
Board/power system as a whole. The
feed back from the field offices and
the general public indicates positive
results and signs of general satisfaction
inspite of serious power shortage. Some
of the direct benefits derived are
discussed as under -

a) Assured supply of power

Under the new regulations, all the
consumers were sure about the receipt
of power during pre-determined hours.
During the zone hours already publici-
sed, the consumers can pre-plan their
activities and adjust their power require-
ments accordingly. On the contrary,
in the earlier system inspite of the
announcement of working hours, supply
used to be switched off due to un-
scheduled restrictions imposed by BEMB8
due to system constraints. For example,
a small entrepreneur who had called
his labour for one shift working assum-
ing power to be available, had to lay
off the labour because of unschaduled
power cut. Now he can call the labour
in. the pre-determined hours and get
maximum production benefits.
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b) Equitable distribution of power

In rotation during fixed hours, under
the new regulation., power flow is regu-
lated according to the daily overall avai-
lability. This system assures equitable
distribution of available power through
out the State as there are no possibi-
lity of manoeuvring by the field officers.
When the power supply is switched on,
all the consumers in that zone get
power and for the remaining period,
power is switched off from the sub-
station itself.

c¢) System discipline

As controlling officers in the field
and the consumers are aware of the
timings during which they have to get
power supply, they neither misuse power
nor have any temptation to get supply
by unscrupulous means, Earlier in case
of power cut from BBMB or other
stations, consumers used to get agitated
and there have been instances of man-
handling of the local officers considering
them to be the cause for non-availability
of power supply. This has now stopped
and consumers by and large co-operate

with Board officials to derive maximum
benefit.

d) Improvement in quality of power

With the switching off loads in
zones by rotation, the quality of power
available improves considerably. All the
concentration of power flow is in the
particutar area which helps in maintain-
ing parameters to the desirable level.

) Reduction in system losses

There nas been remarkable reduction
in the system losses due to switching off
feeders in the non-working zones, With
lines remaining uncharged there is consi-~
derable reduction in the Josses, trans-
former damage, etc. The saving is upto

5%. Another important factor is that
when the line is not charged, there are
no chances of pilferage of electricity or
misutilisation of electric power. This
helps in reducing not only transmission
losses but reduction in unauthorised
drawal of power by unscrupulous ele-
ments.
f) Streamlined control of power
distribution

In the earlier system, transmission
lines remained energized and the actual
control for implementation of power
regulatory measures was in the hands of
junior functionaries leading to .several
malpractices. Now that power is to be
supplied for limited hours, control is in
the hands of senior otficers and any
misuse could be detected easily.

g) Transfer of control from BBMB to
HSEB

With the present system, BBM was not
required to apply any cuts and the regu-
lation of power consumption is done by
HSEB itself. We are able to control each
power supply system in a pre-determined
manner without any fear of sudden cuts
by any outside agency.

h) Impact on the performance of
Regional Grid

Earlier the system peak used to occur
around 11 a.m. and 8 p,m. and there was
a steep rise in the peak demand as com-
pared to the rest of the day because of
increased drawal by all categories of
consumers. Now the power distribution
is evened out over the day thereby help-
ing in flattering the daily load curve.
Comparative graphs at Figure B-1and B-2
reveal a steep rise in the load factor
because of these regulations. These
graphs are for typical days before and
after the new load management system.
1t will indicate that with the sams availa-
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bility of power (97 to 99 LU/day), load
factor had improved substantially be-
cause of load management, This meant
uniform and steady availability of power "
and better quality. Moreover, -the capa-
city utilisation of the generating system
has also improved because of the
reduced load duration and suppression of
peak demand. This has resolved the
peaking constraints on the system to a
considerable extent,

i) Higher consumer satisfaction and
economic efficiency

With assured supply of power, there is
a general feeling of satisfaction amongst
the categories of consumers inspite of
power shortage. Consumers have deve-
loped better faith in the distribution
system of the Board and they are able
to pre-plan their activities which have
resulted in their economic efficiency,

i) Improved generation due to disci-
plined distribution system

Under the new system, the load
demand during particular hours could be
forecast to comparatively factual level
and the generation can be programmed
accordingly. System is not subjected to
sudden unforeseen demands thereby
helping the generating system within its
working parameters. With the suppressed
peak and flattering load growth, the
generating stations can work as base
load stations without much variation in
their generating levels. This discipline
has resulted in improved performance of
generating stations and better availability
of units.

\

Limitations of the new system.

a) However, the new system had certain
limitations which were inherent to a



distribution network controlled manually.
All continuous process industries could
not get round the clock supply. Only
those getting supply from Grid Sub-
station through independent feeder could
get the real benefit.

b) System constraints

The supply could not be given to ali
the consumers satisfactorily during zone

times due to followinyg systemn const-
raints;

i) Inadequate capacity of Power Trans-
formars/Distribution Transformers.

ii} Weak Transmission system.

iii) Tripping due to low voitage prevai-
ling on the system, i.e., inadequate
reactive compensation.

Distribution is the key for a need based
energy management system., Load des-
patch control is the core of any distribu-
tion network, The improvements that
had been braught about was all through
a manual process of regulation and des-
patch. Even than certain long standing
myths and presumptions had been shatt-
ered. Prior to the management measures,
the average daily energy demand of
Haryana was 160 LU, the satisfaction
level was 140 LU and crisis level was
120 LU. The single most achievement
of the new regulatory measures and
management was to bring these levels
down by a full 20 lakh units. As and
when 140 LU power was available on
days when the BBMB generated at full
capacity and outside power came in as
per share, HSEB could supply full de-
mand of power to all consumers for
24 hours. At 120 lakh unit availability
all sections had a satisfactory level of
availability catering to their need with
which they could carry out their econo-
mic activities. At 100 LU availability,
there was crisis but no panic and there
was reasonable level of satisfaction

with a scaled down power supply. In
short, within a period of abaut 4 months
it was established that while the demand
for power in Haryana was projected
between 160 to 180 LUs, tha actual
need was only between 120 to 140
LUs, a substantial saving of about 25%,.

The distinct advantages of the need
based energy management system are:

a) It ensuras high reliability of supply
to consumers maeting their specific de-
mand effectively for the specific period
of actual requirement,

b) The location and removal of faults
become uasy.

¢) The system losses are substantially
reduced since line and equipment do
not get overloaded for the full day,
d) The voltage profil2 at &ll levels is
improved and the problem of motors
losing their pep at Jow voltage is
successfully resolved.

e} This is the easiest, quickest and
the most economical way of meeting
the power requirements of various types
of consumers.

f) This scheme facilitates the adoption
of energy conservation schemes and
energy audit policy.

g) Power cuts are reduced and quality
of power improves, leading to better

industrial and agricuitural growth and
productivity.

All these were achieved manually with
a distribution and joad despatch system
full of constraints. Yet the energy
saving brought about at the level of
a load centre was upto 489, With a
marginal improvement in the load des-
patch network, ie., seggregating mixed
feeders, a further saving of over 159,
could be effected. Let us see this
with an actual case in point.
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Haryana State Electricity Board Experiment for Typlcs! Load

Centre
Cagos) ¢ Practics that existad
T/f capacity is 28 MVA
28 Mva
F, Fy Fs F‘
1) F, = City Feeder Capacity : 4 MVA
2) F, = Mixed load ;16 MVA
3) F, = Rural load : 28 MvA
4) F, = Continuous process
industry {oad 1 2 MVA
Total 50 MVA

With the conventional approach, it was just impossible to feed a peak load of
50 MVA with the distribution capacity of only 28 MVA, even if the full generation
was available.

Case-2 : After grouping

Group A Group B
F, = 2 MVA
F, = 8 MVA
F, = 14 MVA 26 MVA
F. = 2 MVA

Total 26 MVA

With this the city feedsrs, continuous and semi-continuous process industries such

as cold storage, etc. could be fully fed as per requirement since the peak load
was 2 MVA less than the max. capacity of 28 MVA,

Case-3: After grouping and seggregation of Mixed feeder

Group A Group B
Peak foad Peak load
£, = 2 MVA
F, = 4 MVA
F, = 14 MVA 22 MVA

FF = 2 MVA
Total 22 MVA




24

— 0’
= 48%,

RESULT
1. Saving in MVA capacity in Case-2 comparcd with Case-1
= (50 - 206)
50

50

2. Saving in MVA capacity in Case-3 compared with Case-1

= (50 - 22)

50

100 = 569

3. Saving in MVA capacity in Case-3 compared with Case-2

= 26 - 22

26

= 200

——

13

ECONOMICS

When this method was adopted for
the load and energy management in
one load centre, quite a lot of relief
was felt by the consumers on account
of the fulfilment of justified demand-

If the distribution system and neces-
sary elements of transmission system
are modified to suit the new plan, the
advantages would be remarkable.

Additional expenditure involved for
this modification exercise is only about
Rs. 20 lakhs for this small sub-system.
But the power saved would be 4 MVA.
For generating this much of power, an
investment of Rs. 6 crores is needed.
Thus we can see as to how cost-
effective distribution improvement is
vis-a-vis additional generation. And the
time required for effecting these im-
provements is only about two to three
months as against 2 to 3 years required
for bringing equivalent generation to
the bars.

2
— x 100
13

15.389

When projected to the entire Haryana
State grid, the saving amounts to an
additional power equivalent of 215 MW,
For generating this much of power, a
Rs. 320 crore investment is needed and
it would take 5 to 6 years for completion.
On the other hand, for saving this
much of power with a need based

energy management and improved dis-
tribution network, the cost involved

is only Rs. 16 crores and the lead time
is just about 8 to 10 months for
manual operation. For incorporating com-

puter control, it may take another 6 to 7
months.

Blown up for the whole country the
saving of power would be a whopping
6300 MW which would cost Rs. 9000
crores to generate !

Following steps and measures would
greatly help in improving this system
of load management further :

a) Proper urban land use planning and
enforcement clearly demarcating areas

for specifi socio-economic activities like
residential, commercial, industry and
essential services.

b) For the existing urban and industrial
centres having haphazard and disorgani-
sed spread of these activities. Power
distribution and supply could be reglua-
ted by installing wireless control systems
at the 33/11 KV sub-stations giving
signals to circuit breakers installed in
the premises of the consumers, Different
frequency is used for operating different
types of foad.

c) A scientific and systematic study
of the need of each 'major consumer
and sector and tailoring the distribution
network accordingly.

d} Setting up of an eifective carrier
communication system.

e) Energy economics should become an
important factor in evaluation of power
generation and supply requirements.
Presently it is too much engineering
oriented which tends to get lopsided
at times.
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f) Need based energy management can
be successful only if there is poliiical
will to go through the measures and
administrative commitment to implement
faithfully. These are pre-requisites since
vested interests are bound to be affec-
ted in any rational and scientific ma-
nagement system.

These are low cost options vis-a-vis
augmentation of generation capacity.
This innovative need based energy
management system can be further
refined and carried out with precision
with the help of modern real time
computers to be installed at the load
despatch centres of a State grid with
necessary provision for integration with
the regional load despatch centre. In
the event, saving in power would be
considerable, quality of power supplied
would be good and consistent, and the
level of consumer satisfaction would
be of high order since their need would
have been ftulfilled. The bonus would
be a substantial saving to the exchequer,



Summary of Discussion

Mr.P.C. Cyriac the Chairman of the
seminar in his introductory observations
pointed out that the paper is based
on the experiment done in Haryana for
the management of power shortage on
a permanent basis. He further added
that without power there was no
meaning for the concept of economic
development in the country. However
in the context of the country’s planning
and decision making, to overcome this
lacunae is not stimulative, because the
present policy is to ‘pay the cash and
carry the coal’ for generating energy.
Hence this paper provides some practical
-solutions via the alternative method
such as need based energy mansgement
instead of demand based management,

The author in his exposition highlighted
tho importance and need for the alter-
native energy management on a contin-
uing basis. For this purpose, he explained
the success story of “"distribution aspact’
of energy management in particular, the
distribution during the loan  (dzficit)
supply periods. He emphasised the point
that ‘the energy nced is always less
than the demand'. Further, he pointed
out the ‘inefficiency’ in the energy
distribution system. As a result, in
Haryana, there was a gap in utilisation
between power generation (140 mega
watt) and actual consumption (100-120

mw). In order to obviate the situation
he emphasised two aspects of manage-
ment :

i) to carefuliy project the need based
energy requirement and i) effective
implementation of energy distribution
according to various needs. If it is done
carefully there wouid be a substantial
saving ranging about 25 percent of
energy and a very satisfactory utilisation
rate among the consumers.

The presentation was followed by an
interesting discussion, One of the dis-
cussants raised his doubt that if a
system is working in a vary good imanner
but the "‘political'* clout'’ intervene and
dilute the system (for instance, giving
enormous power subsidy to farmers
and other small entreprsneurs etc), then
how to remedy the situation? The author
responded that it is possible first of all
to create a public awarensss regarding
energy saving and its propsr consump-
tion thzn ths political interferance should
be removed,

Anothar participant raised an issue
about how to bring a system with equity
in power distribution. The author ex-
plained to achieve this thare should be
some centralised planning nescessary,
which is also happening now and thers

should also be an inbuiit system for
several types of industries. For equity
in distribution market mechanism (supply
and demand aspect of management) is
not suggestive, because it is a judicial
matter and the privatisation process is
purely captive in nature, However,
while  adopting concrete planning
methods, intellectuals should not be
allowed once the system is streamlined
as the system itself is liable to change.

In the concluding remarks, the chair
person stressed that the focus of the
paper has on how to manage the situa-
tion of power shortage when the demand
is high and how to distribute the short-
age to everybody without pain in a suit-
able way. Further he pointed out the
power situation in Tamilnadu as follows:

Presently in Tamilnadu there is no
power cut, because all Thermal Power
stations have enough capacity for gene-
ration. Every day in three central stations
(Neyveli, Kalpakkam and Ramagundam)
a total of 3000 mega watt (2000 Hydel
<+ 1000 mw thermal) or 65 million units
is generated. He further added, that
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Tamilnadu is one of the best statesin
the country. Regarding power utilisation
(90%) of thermal capacity and even
during power cuts the state is in a better
position than many other states. For the
better distribution of power supply in
Madras city there has been an allotment
of Rs, 1700 crores by Asian Development
Bank to re-design the distribution system
within a few years. In Neyveli 3 more
units each of 310 mega watt is to be
set up soon. In Koodankulam 2000
mega watt would be generated by
2000 AD.

Apart from this optimistic picture he
further added that in Tamilnadu there
are 2200 section officers available
which are covered by 29 distribution
circles - all over the state, To build up
a good system of distribution and to
ensure better productivity a committee
numbering 2000 consumers on an
average, per section office was to be set
up soon to hear the consumer’s grievan-
ces regarding the power supply.

K. SIVASUBRAMANIYAN



The Union Budget 1991 - 92

Some Quick Comments*

by

Malcolm S. Adiseshiah

Magnitude

The 1991-92 budget at Rs, 113,422
crores is over 20 percent of the Gross
Domestic Product of the country for
1990-91, the latest year for which
provisional figures are available. In
magnitude, it is an impressive amount,
though an attempt has been made to
reduce its growth by about 50 per cent
from the growth of the 1990-91 revised
estimates which was over Rs .14,000
crores above the 1989-90 actuals, to
the growth of less than Rs. 7000
crores as between the 1990-91 revised

budget and the 1991-92 budget esti-
mates.

Breakdown

The 1991-92 budget places total
receipts at existing tax rates at
Rs. 1,03,698 crores and total expendi-
tures at Rs. 1,13,422 crores, comprising
Rs, 79,697 crores as non plan expendi-

ture and Rs. 33,725 crores as Plan ex-
penditures. Revenue receipts at existing
rates of taxation yield a gross revenue
of Rs. 66,218 crores this year compared
to last year's revised estimate of
Rs 58,916 crores. The share of the states
in the tax revenue is Rs. 15, 643 crores,
and the net revenue receipts of the
Union government including non tax
receipts are estimated to increase
from Rs. 57,381 crores in 1990-91 to
Rs. 65,524 crores in 1991-92. On capital
receipts, market borrowing is placed at
Rs. 7500 crores against last year's
Rs.8000 crores, and instead of increasing
by 10 percent to over Rs. 8800 ciores
following past trends, small savings
collection will be Rs.80CQ crores. The
20 per cent disinvestment of equity of
public sector enterprises, which it is
claimed will broadbase the equity,
improve management and increase their
resources, will bring in Rs. 2500
crores. External assistance is placed
at Rs. 3510 crores (not allowing for
devaluation which should increase the

* An article for the Southern Economist by Dr, Malcolm S, Adiseshiah, July 31, 1991,

amount by 15 to 20 per cent compared
to Rs. 3984 crores in 1990-91. The
result of all this is a budget deficit of
Rs 9724 crores (without the revenue
from additional taxes and additional
resource mobilisation), a revenue deficit
of Rs 15,859 crores and a fiscal deficit
of Rs.39,732 crores, from each of which
the additional tax and resource mcbi-
lisation of Rs. 2005 crores should be
deducted.

One of unique features of this budget
is the section on financing human
resources development, comprising an
increase of Rs. 112 crores to Rs. 977
crores in education in the current year,
the provision for employment generation
of 900 million mandays, at Rs. 2100
crores, the sum for rural water supply
of Rs. 758 crores so that there will be
no ‘““problem villages by March 31,
1993, ths development of a corporation
for backward class development, a
National Renewal Fund to look after
workers who are rendered unemployed
because of technical change, a National
Foundation to care for children orphaned
by communal riots and a youth exchange
programme to promote Nationa! integra-
tion,

The increase of revenue is through
the corporation tax which will bring in
an increase of Rs. 1304 crores, the
interest tax an increase of Rs, 535
crores, personal income tax an increase
of Rs. 125 crores through enlarging the
net and improving collections : on cus-
toms Rs. 510 crores will be lost through
narrowing the range and reducing the
maximum rate from 300 per cent to 150
per cent. The union excise will net
Rs. 985 crores and the total tax
revenue increase will be Rs. 2617 crores,
On the expenditure side, major
subsidies (export and fertilisers) have
been reduced from Rs. 9550 crores to
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Rs. 7824 crores. On interest payment
which is the largest expenditure item
there is no reduction as there can be
none in the short run, but by reducing
market borrowing in the future, interest—
payments will be reduced. On expendi-
ture reduction, it is capital expenditure,
plan and non plan, that has been cut,
with only a 1 per cent increase over last
yvear's capital expenditure, while revenue
expenditure has increased by 8 per cent,
The ministries that have taken a cut
in outlay are—fertilisers from Rs. 585
crores to Rs. 411 crores, civil aviation
from Rs. 485 crores to Rs. 433 crores,
industrial development from Rs. 244
crores to Rs. 70 crores, heavy industry
from Rs. 594 crores to Rs. 531 crores
and mines from Rs. 613 crores to Rs. 417
crores. All this reflects the intention of
government to pull in its horns in these
sub sectors and . let private operators
take them over.

The budget for the first time is the
centre of a comprehensive national
economic policy, but like all budgets
has its strong points and weaknesses.

Strength

The 1991-92 budget is the decisive
key and focus for bringing about a
turn around in the economy, its own
specific contribution to it being the
reduction of the fiscal deficit from 8.4
per cent of the gross domestic product
last year to 6.4 per cent of GDP
during this year. This involves rather
heavy increases in taxes and charges
(with more to come in administered
price increases), and reductions in
government expenditures to be referred
to later.

Second, the budget takes account of
the major effect of the devaluation of



the Rupee in computing the heavier
debt servicing charges involved, though
the effect of the larger rupee equivalent
of the inflow of foreign loans and
assistance, along with a number of
items which should have been adjusted,
which will be referred to later, are not
reflected in the budget.

Third, the tax increases which will
bring in Rs. 2617 crores this year are
needed, both 1o reduce the gap between
government revenue and expenditure
and to cut back consumption of goods
and services which are not essential
for the individual or household eco-
nomy. It is also good that the decline
in direct tax receipts has been slowed-
(there is some difference of opinion an
this). Also the increases in excise duties
are on what the budget calls items
of elitist consumption. But the
NCAER quadrennial households survey
(1986-90) shows that some of these
items like transistors, radios, TVs, VCRs,
are being consumed by the urban and
the vast rural lower middle classes
(income between Rs. 12,500 to
Rs. 25,000 per annum), and if that is
so, they should also bear the burden
of additional taxation.

Fourth, the budget has made a start
in cutting back on government expendi-
tures mainly in reducing the cost of
the fertiliser subsidy, in abolishing the
cash compensatory support which cuts
back about three fourths of the export
subsidies and reducing one part of the
food subsidy, namely that on sugar.
In this area of cutting government
expenditure, it is good that the
government has asked the ministries to
prioritise their items of expenditure, so
that they could cut the last items for
purpose§ of paying their DAs or as
economy measures. The real subsidies
to be reduced are in the states—on
road transport, electricity and water,
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Fifth, and as a result, a first step has
been taken on the revenue deficit
reduction from Rs. 17,585 crores of the
revised 1990-91 vyear to Rs., 13,864
crores for the current year and this
process needs not only to be maintained
during the year, it needs to be inten-
sitied during the next 3 years so that
by the end of the VIll Plan there will
be no revenue deficit. Similarly the
budget deficit has been cut from
Rs. 10772 crores in 1980-91 revised, to
Rs. 7719 crores in 1991-92 which is
| per cent of GDP. This again is a
good start, it shouid not be allowed to
increase during the year and should be
continued and intensified in the next
3 vears so that the budget deficit at
the end of that period is O.

Sixth, the reduction of the fiscal deficit
from Rs. 43,331 crores (revised) in
1990-91 which was 8.5 per cent of GDP
to Rs. 37,727 crores for this year which
is 6.5 per cent of GDP is a good
start. This sets the stage for negotiation
on the long term and larger IMF loan,
But the aim in regard to the fiscal
deficit also should be to bring it down
to 2-3 per cent in 3 vyears time,

There are also certain queries in the
budget.

Queries

First, on the cutting of non plan expen-
ditures, not enough has been done on
two fronts. One is the huge defence
outlay which has not only not been
cut but has actually incredased by over
Rs. 600 crores. The other is the adminis-
trative costs of the government has not
been cut nor the budget support and
subsidies to the public sector enterprises.
Here much more could be done in the
next budget,

L

t.

Second. the loss making public sector
enterprises are not being adequately
dealt with in the budget. They are
being referred to BIFR which is a waste
of time, as the experience of the past
few vyears since its creation shows.
These perenially loss making units should
have been closed or sold. The obstacle
to this is the strong trade unions opposi-
tion and that of the political parties. It
is hoped that the National Renewal Fund
will begin functioning this year and give
the trade unions an assurance that the
workers who are thrown out of work as a
result of closing the loss making units
will be retrained and deployed in the new
units, which the funds raised from sale
of their real estate should make possible-
Meanwhile the fund will provide a safety
social security not to the unemployed
workers,

Third, the proposal to disinvest 25 per
cent of equity of some public sector
enterprises raises many issues. It should
not be regarded as a revenue raising
measure. Its receipts should not be
used to meet the government’s consum-
ption expenditure. The exercise should
also cover loss making units, and the
funds so raised should be used as capital
investment.

Fourth, in the area of taxation, the
biggest gap in the country is the absence
of any tax on agriculture. This has been
widely debated and it is to be regretted
that the budget has not posed this issue
as a question which demands serious
attention in time for the next budget.

Fifth, the inflationary pressure on the
economy will intensify and be felt from
four sources : first the rise in petroleum
prices and railway fares and rates;
second, the improved balance of payment
through larger export earning and higher
import prices resulting from the Rupse
devaluation; third the subsidy reduction
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of fertilisers and sugar will raise their
prices : fourth, the enhanced excise on
the white goods; TV, Refrigerators etc.
The contra-inflationary force is the macro
level deficit reduction and the decon-
trol, delicensing and deregulation which
are long term anti-inflationary forces.

Sixth, there is a feeling of unease ove
the various provisions made in the
budget for dealing with black money.
There is the amnesty scheme, which will
allow people to deposit their unaccounted
funds in the National Housing Bank,
being able to draw 60 per cent of it, and
use it. On the whole deposit, there is
“to be no look in period”’. The other
scheme is the foreign exchange remit-
tance received by any person which will
not be subject to gift tax and which will
not be subject to scrutiny under direct
tax laws and exchange control regula-
tions. There have been some 7 schemes
like this in the past, which have failed
to unearth black money, and which
ate per contra unfair to the honest tax

payer.

Seventh, the NRIs are being invited
to send funds to India on the assur«
ance that no gnestion will be asked
as to their source. This surely is an
open invitation to NRis to bring in a
jarger way unaccounted money, which
they are doing now, and using our
banks to launder such black maney,
This is being done through the immuni-
ty to foreign remittance from direct
tax laws and exchange control regulati-
ons referred to earlier, and through the
dollar based India Development Bonds
to be issued for the use of NRIls. What
is even more disturbing is the state-
ment of the government that it expects
an flow of $3 billion as a resuit, so
that its loan from IMF could be reduced
th $2 billion.. Here we are entering a

very slippery path.



Eighth, it is well to bear in mind the
the World Development Report that while
the structural adjustment programmes,
on which we are embarked with IMF
advise, can and has improved the balance
of payment position in the countries
adopting such programmes, there is no
hard evidence that it leads to further
economic growth and may, as in some
countries, lead to negative growth and
negative effect on investments. This
is a sobering thought,.

Ninh, ‘as referred to earlier, the
budget except for some item like debt
servicing, does not reflect the devalu-
ation of the Rupee and the rise in
railway freight rates. Except for a few
items, most are budgeted at the same
level as the interim budget. This may
be a signal to the ministries to cut
their spending (when it is in Rupees).
But when the expenditure has to be in
foreign exchange as in the case of
embassies maintaince by the ministry
of external atfairs, or in the contribution
to the UN and specialised agencies,
~defence imports, purchases abroad by
the departments of space and atomic
energy, there will be around 20 per
cent increase of what was provided in

the interim budget. But the final budget
makes no provision for the increased

Rupee expenditure and to that extent
is misleading,
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Tenth, the budget's fiscal deficit
correction has resulted in a lower
Union Planning outlay (in real terms).
The nominal increase in the plan out
lay (Rs. 42,969 crores)is 12.9 per cent
but with inflation at 12.6 per cent on
the basis of the whole sale price index
and 13.6 per cent on the basis of the
consumer price index, the Union Plan
outlay has not only not increased but
has marginally declined in real terms.
This together with the heavier cuts in
capital expenditures, referred to earlier,
will hold back the growth impulses of
the economy.

Finally the open preference for the
market—that World Bank and IMF call
the market friendly approach—raises
many queries. The budget statement
says "‘a reformed price system can be
a superior instrument of resource alio-
cation over quantitative controls’* Wil it?
Does this weaken the planning process in
the economy? Immediately after the abo-
ve statement, the budget statement says
““but market can only serve those who
are part of the market system. A vast
number of people in our country live
on the edges of a subsistance economy’’,
The poser is whether the budget and
the economy should be making friends
with “’subsistence economy personnel”
“rather than with the market,.

Book Review

Managing lrrigation : Analysing and improving the performance of bureaucracies
by Norman Uphoff with Priti Ramamurthy and Roy Steiner, 1990;
Sage Publications, New Delhi, pp. 230; Price Rs. 180/-.

This book is concerned with ‘“‘how to
improve the performance of bureaucracies
having responsibility for irrigation mana-
gement in developing countrfes". itis
in 2 parts: Part1, dealing wn.h .factf)rs
affecting performance  of mxgat'non
systems and their bureauc.racy, consists
of 4 chapters. Chapter 2 discusses char-
acteristics of different types of mapage-
ment structures and the factors (mc.|u-
ding the nature of the system) _affect!ng
them. The objectives of lmgathn
management, the activities involved in
it and the criteria by which performance
is to be judged are reviewed in chapter 3.
This is followed by a discussion of th.e
relevance of ‘context’ (physical, techni-
cal, economical, historical, social etc)
in shaping objectives and performance.
The orientation and structure of irnga‘tl‘on
organisation, their activities, capacities
and relation with other concerned
agencies is the subject of Chapter 5.
Part 1l, dealing with elements and pro-
cesses of reorientation to improve perfor-
mance, focusses on what is called
“improvement in management structure
and style””, (ch. 6) various alternative
approaches to effecting the necessary

reorientation (Ch. 7) and the role of
socio-technical analysis, and institution
building and development in the process
(ch. 8). '

The necessity for such a wide and
interdisciplinary perspective to analyse
performance of irrigation systems |is
correctly emphasised. However, the
discussion is, for the most part, abstract,
rather heavy with the jargon of organi-
sation/management science and reads
more like manual giving check
lists of factors to be considered than
a definitive, unified treatment of the pro-
blem. That the nature of an irrigation
system, the agro-climatic and social
context in which it operates and the
management of the system interact
with each other in influencing overall
performance is obvious enough. The
nature and implications of these inter-
actions, and their impact on eventual
outcomes “in terms of output and its
distribution are however not adequately
brought out. The discussion of the role
of the ‘context” in which irrigation
systems operate is particularly anaemiq.
The authors could have used theil



knowledge of the specific systems in
different parts of the world (listed on
p.23-24) for this purpose far more
effectively than they have,

Even at the abstract level, some aspe-
cts of the treatment are somewhat
questionable : For example, the distinc-
tion between bureaucracy managed and
user-managed systems: Bureaucracy, in
the sense of personnal employed to
discharge specialised functions involved
in managing irigation, is necessary and
are found even in user managed sys-
tems (eg. the tanks of South India).
The difference is in the extent and
manner of users involvement in making
rules and in supervising the bureaucracy.

The bureaucracy is viewed as mediating
between the government (which constru-
cts and funds the system) and the
users (who are supposed to have dif-
ferent goals) but it is also concerned
about protecting its own interests, This
characterisation, especially of the rela-
tion between the three groups is far
too simplistic. The design and allocative
role. of government owned systems
are supposed to reflect a particular
balance between maximising returns
to resources invested in developing
and using irrigation and the interests
of “‘equitable distribution”” of benefits
which is considered appropriate. |Incon-
sistencies between the objectives, the
design "and the allocative rules, defects
in the formulation of the rules and
interference with the enforcement of
rules by the bureaucracy can and do
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cause probiems in management. As
for users, in the indian context at any
rate, the government does not even
consult them about allocation rules,
nor are they informed about the rationale
for these rules. Be that as it may,
conflicts among users over the use of
water are inevitable even if they are
consulted. An important function of the
bureaucracy is to mediate these con-
flicts on the basis of well defined princi-
ples and procedures but problems
arise when this power is undermined by
encouraging extra-organisational chan-
nels to intervene in settling disputes
and violations in ways which are incon-
sistent with the prescribed principles.

The strategies for improving perfor-
mance are :gain mostly by way of out-
lining different approaches to improve-
ment current in the management litera-
ture, but with occasional reference to
experience of specific projects. System
performance being the outcome of the
system design, the physical and social
context and management-the amalgam
of which varies from project to project-
such general formulations are not of
much value as prescriptions for institu-
tional reform. The authors have been
involved in actually implementing opera-
tional programmes for improved irrigation
management in different pearts of the
world. A critical account of the experi-
ence of some of these programs informed
by the perspectives advocated in this
monograph will have been more useful.

A. Vaidyanathan
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tables state the source as the Director
of Statistics, What is necessary is to
know from where the Director of Statis-
tics got his data-as in the case of
Tablz 1.8 Perspective Population by
Districts, or table 3.1 rainfall : season
wise, or table 3.4 land utilitisation by
districts or Table 6.1 Index Mumber of
Industrial Production, etc. In this con-
naction it is of interest to note that
the document treats statistics from non
government expert agencies like CMIE
and MIDS on all fours with data from
government agencies, which is sound.

A third issue is to review the tables
set forth in Part 1l in order to see
whether some of them can be omitted
because they are not used by any
governmental or non  governmental
agency and for them to be replaced by
other needed data. For intance the use
of some tables like 3.20 and 4.2 can
be reviewed, while data on the state
of poverty derived from NSS’s 43rd and
44th rounds survey of consumer expen-
diture in rural and urban Tamil Nadu
would be useful particularly if in the
community they are related to the
poverty line in Tamil Nadu.

Finally the sources for analysis and
understanding Tamil Nadu Economy in
1988-89 are limited. They are the
document Tamil Nadu—An Economic
Appraisal 1989 (by the government’s
Evaluation and Applied Research De-
partment), the Census of India 1991,
Series 1 paper | of 1991 of statistics,
series 2.3 Paper | of 1991 of Tamil
Nadu, the 43rd and 44th round of
NSS, CMIE's Basic statistics relating
to the Indian Economy Vol 2 states,
September 1990, and the twenty two
issues of the 1988 and 1989 Bulletin
of the Madras Institute of Development
Studies and the Institute’s Tamil Nady
Economy—Perspectives and issues.
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Purpose of Appraisal

The purpose of the Appraisal is to
see how far the Economy has, during
the year, moved towards attaining or
not attaining the Plan goals of increased
employment/reduced unemployment, im-
population movements to facilitate this,
proved health care resulting in a falling
infant mortality rate and improved
nutrition, particularly of children and
pregnant women, increased protected
drinking water supply, acceleration of
literacy and education, reduced levels of
poverty, and for these various ends how
far agriculture, food and non food crops
production have increased along, with
t!\e allied segments of animal husbandry,
fisheries, forestry and irrigation, and
how manufactures and the infrastructure
have developed both to provide the
goods and services needed by the
people, and make available to them
the needed employment, so that they

have the resourcas to buy the goods
they need.

1988-89 which the Appraisal docu-
ment covers is the penultimate year of
'the state’s Seventh Plan - to which there
is no {eference at allin terms of its
objectuyes and targets in the document,
Then:T is a basic continuity in our Plans-
the sixth, seventh and the coming Eighth

plaq at last as far as the goals to be
attained are concerned,

As ysual, the Appraisal document
concentrates on the rate of growth. the
annual average rate of growth, the pace
of growth of tHe Net State Domestic
Product (NSDP) for 1988-89 and for
the period of 1980-81 to 1988-89. |4
states that "'for the second year. inl
suc.cession, the growth rate of NSDP
during 1988-89, exceeded the annua

average growth rate visualised in the

Seventh Plan period’”.  However the

pace of growth registered at 6.5 per
cent for the year was slower than in
1987-88 at 8.2 per cent. In Table 1
in chapter 2, State Income, it sets forth
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the annual average growth rates in each.

of the year 1930-81 to 1988-89 and
concludes that for the period the Tarr3i|
Nadu growth rate at 5.64 per cent ‘«did
not differ much from the all India rate
of 552 per cent”. Thisis followed by
analysis of the trend and pattern of
growth between 1984-85 to .1988-89
(para 2.3), the growth rate of the
sectoral composition of income (tabte 3)
the growth rates of the 16 sub sectors
into which the total income is divided
(table 4) and a similar exposition of tl}e
growth rates of per capita income in
both current prices and 1980-81 prices
in table 10.

As pointed out in previous reviews,
this detailed expose of the growth rates
of NSDP and the sectors comprising
NSDP and per capita income seems to
have a magnetic quality on its own, into
which all of us specialists and the public
get trapped. It sets the terms of the
analysis and review. For this, discussion
is on whether a) the growth rate for the
year (1988—89) was higher or lower
than for i) the previous year (1987--88),
ii) all India or other state’s rates, b) the
growth rate was in conformity with the
target rate envisaged, ¢) the. rate of
growth of the sub sectors are higher of
lower in Tamil Nadu than that for all
India, and d) anew table (table 9)
where, the percentage share of each sgb
sector is compared as i) between its
contribution to NSDP and employment in
the year and ii) between state and al|
India. Naturally one is lost in these
growth percentage and takes their beha-
viour as being equal to the behaviour of
the economy. In fact attention is diver.
ted from the status of employment,

health, education etc to the percentages
of growth. It is implied that if Tamil
Nadu has a higher growth than last year
or All India, it is betier off. Better
off-why and who is better off?

It needs to be remembered that this
heavy and sole concentration on the
growth rates is highly misleading for
many reasons. For one thing the Net
State Domestic Product which is set
forth as Rs. 11,07,524 lakhs for 1988-89
compared to Rs, 10,39,459 lakhs in
1987-88 is a highly aggregative figure
which puts together all the goods and
sarvices produced in the state (cows
and apples, paddy and scientific
research) in one total and to derive
from it a per cent of growth for the
year is really to turn the aggregative
figure into an abstract mathematical/
statistical quantity. The rate of growth
telis us even less about the economy
in 1988-89. There. is no meaning to
the statement that the rate of growth
did not stand a favourable comparison
on the face of it with that of the
national economy at 10.9 per cent*.
What is it that is being compared?
They are 2 abstractions. Why should
they be compared? The state ecenomy.
as an open ended economy cannot be
compared with national economy, which
is relatively a closed economy.

Instead of pursuing this futile path
of growth rates, growth percentages,
etc we may turn to the performance
of the economy in 1988-89 in terms
of the objsctives referred to earlier,
on which the document: Tamil Nadu :
An Economic Appraisal says little and
in some cases nothing, compared to
its sectors on growth, NSDP, Agricul-
ture and Industry.
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