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in early August will continue till August 1,
1993. On the other hand, fresh power
generation capacity of 710 MW is to be
located in the Eastern region - with 210
MW of Kolaghat thermal and 500 MW
of the first unit of Farakka Super thermal,
Moreover West Bengal will be helped
as the first unit of Santaldeh reserves are
greater in Bengal. The Board on the
private sector is setting up a task force
which has reviewed the proposal of the
Modi group for supplying power to Delhi.
There are 3 proposals of foreign com-
panies which have submitted MOUs for
7 projects located in 6 states and one
MOU for 1000 MW as coal based thermal
plant costing Rs. 2500 crores. The
powet sector as a whole is not only
resource starved, it faces cost over runs
in the cast of 31 projects of near 80 per
cent (Rs. 14,000 crores) and time over
funs in the case of 33 out of 39 project,
ranging from 1 month to 128 months.
The result is that in 1991-22 there was a
B0 per cent project slippage (208 MW
against the target of 1990 MW) and a
similar problem faces this year’s target of
2890 MW. A further problem is the
farge Rs. 1383 crores that the state
electricity boards owe the central utilities
- NTPC, NPTC, NHPC, DVC, NEEPL, REC
and PFC plus Rs. 1383 crores as dues
pending from 1990. So the government
decided to recover Rs. 1676 crures .due
to the state board from the plan assis-
tance to the states. The recovery is to
be in 4 equal instalments per year
during’ "the next 4 years, starting with
~cutting Rs. 1107 crores fromthe  Plan
fund to the states. This will affect the
state plans and thelr development growth,
The government
that . 27 power.

over runs and due

lraéequacy of
finances will be delayed 4

Transport

The government reports that the fuel
conservation cells of the transport cor-
porations in the state have helped
achieve 40 per cent fuel savings. This

. was due to the effective training pro-

gramme for drivers and weekly moni-
toring of performances. On driving. 10
per cent fuel costing over Rs. 1000
crores - (17 lakh tonnes) is saved and
efficient fuel management association
like eliminating wastages, cutting down
mileage . report norms for changing
engines. Overloading increases petrol
consumption. Of the 80 per cent fuel
consumed by the transport sector in the
state, 60 per cent was by the private
and unorganised sector. Gas and oil
consumption which was 18.6 per cent
in 1961 has shot up to 38 per centin
1991, of which Rs. 120 crores can be
saved by the recommendations of the
fuel efficiency team.

Urban Development

The state's food department has
launched a scheme to eliminate bogus
billing and under weighment in fair
price shops in the urban areas. To start,
3600 - fair price stalls in _corporations
and municipalities have been chosen
and in 3 months the two serious pro-
blems will be eliminated-by October 15
Under sample checking, 25 houses

_are checked in each area every day in

Madras and. junior inspectors have been
appointed, who' see that foodgrains
and - other commodities are weighed
properly and reach the retail outlets
from the civil supplies godown-to avoid
the shortages of 2-3 kgs found in each

‘ reports to parl:
.projects 5" ~c,bag ‘
pro;ects m the central sect 'fa 28 cost

Wﬂfer‘

Thg:}buth west monsoonis in full

play in the southern district. As far as
Madras city is concerned, the rains have
not raised the levels in the Red Hills,
Sholavaram and Poondi reservoirs, but
their combined storage of 2000 mcft is
enough to meet the requirement of the
35 lakhs residents at a daily 55 million
gallons till November/December. If
there is continuous rains for 3/4 days
in the latter half of August, the levels
will rise.

State government loans

The second tranche of 21 state
government loans aggregated to
Rs. 12000 crores during 1992-93. The
loans vary from Rs. 215 crores for the
UP government (the highest) to Rs. 1-561
crores for Meghalaya (the lowest).
Tamil Nadu's loan is Rs. 85 crores.

National

Plan

‘ .

The state governments have been

asked to devolve more authority and
financial resources and freedom to
frame district plan. Maharashtra, Gujarat.
UP, Karnataka and J&K have taken
steps to implement scheme of prepa-
ration of district plan. MP, Kerala, AP,
HP are reported to be making changes
in that direction. To enable the states to
prepare district plan, Union Planning
Commission assistance is being provided
as block loans and grants under the
scheme of strengthening of planning
machinery at the state and district levels.
The Planning Commission had model
plans for 5 districts prepared as a
model by :the National Institute of Rural
Development. On this basis, guidelines
for the preparation of district Plans have
been prepared and sent to the states. The
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“of non food articles,

" getary imposts.

VIiI Plan emphasises the importance of
district plans and has incorporated in it
the scheme and strengthening the plan-
ning machinery at the state and district
levels to this end during the VIl Plan.

Prices

Inflation during July registered arise
of 1 per cent on a point to point basis,
the wholesale price index standing at
224.9 as at July 25 compared to 222.8
on June 27. For the year, the index fell
sharply from 11,34 per cent at 22 June
to 9.3 percent on July 25: Thus the
ministry forecast of inflation being redu-
ced to a single digit figure has occurred.
The index for the major group of pricing
article rose for wheat, maize, gram, agar,
moong, monsoon relief with the prices
soya bean and
fodder, raw coal and raw cotton. The
dramatic decline of the annual rate of
inﬂatioln to one digit figure is due to the
unusual rise in prices in the same period
in 1991 due to the double impact of
currency devaluation and the 1991 bud-
Hence the small increase
in prices for July, the rates of inflation
is dropping and will be further dropping
at the end of August as it reached a peak
rate of 16.7 per cent in August 1891,
The fall in pricés are due to the stricter
fiscal and monetary policies beginning
to bite and deflating demand inflation.
There are some cautions to be sounded
on this decline. First, the figures on
which the declines is based are pro-
vided and in the final figures there may
be a percentage point rise. Second, it
needs to be remembered that the whole-
sale prices are less relevantto the ordi-
nary man than the consumer price index
which for industrial workers are 2 points
above the wholesale index. There are
other cautions to be borne in mind - such



as the coming cut in fertiliser subsidy
which will be compansated by rise in its
prices. the full convertibility of the rupee
will lead to rising petroleum prices and
their multiple effect on the economy, and
finally the issue price of wheat and rice
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are to be raised - all this will lead to - -

increase in the rate of inflation and move
the terms of trade against the farmers,
who has not been a beneficiary in
terms of trade vis a vis manufactures.

Stock Exchange |

From August 15, the stock exchanée
called ‘over the counter Exchange of
India (OTCE!l) became operational, with
the commencement of the OTCE! com-
puterised dealer network in Bombay.
As an electronic screen based stock
exchange, it makes trading in stocks and
shares easy. It has a nation wide reach,
enabling widely disbursed trading in
Dethi, Calcutta, Madras, Cochin
Baroda. This system makes the stock
exchange more accessible to the investi-
gator and will bring the -stock exchange
to the street corner. The question facing
OTCEl is its viability, because the invest-
ment needed to create its infrastructure
is large and the task of creating a net
work of computers . and  deal is a
large one.
OTCEl” will meet all these problems
while increasing the- llqmdlty of  the
mvestor On the existing exchange,
desplte the " strict information  disclo~
sure norms introduced ~ by SEBI last
year, ‘for compames I°SUlng shares
to ‘the public, company promoters and

and’

‘Only time can te!l whether

ment has disinvested part of the equity
holdings have been listed in the stock
exchange and active trading in these
has started. The Security scam which
is being investigated by SBI, is now
taken up by 30 member Joint Parlia-
mentary Committee with Dr. R. N. Mirdha
as chairman and will bring to light many
issues and persons involved in it,
without fear or favour. The institutional
membership on the stock exchanges ate
now playing a critical role in channeli-
sing ' large portfolio funds of overseas
investors. They are permitted to enter
the Indian Capital banks through local

branches and Institutional investors who
“will

work .as brokers - for overseas
investors. SEB! has decided and revie-
wed its decision on participation  of
mutual funds and venture capital in
equity of companies on the basis of

firm allotment.
{

. Nadkarni Committee Report

The committee on trading for public
sector bonds and units of mutual funds
submitted its report in early Augustto
RB! recommending the continuance ' of
the RPO transactions provided they are
only limited to banks, mutual funds and
financial institutions. The report high-
lights are : 1) Repurchase Operation in
bonds (Repos) should continue only
with Banks : 2) Money market broklng
to be suggested from stock broklng

:3) there should be phased Electrqmc

merchant 'Vbankers are flouting these

requirements. ' The only way to deal
with~these wo!anons is to provide for
the |mposmon of, heavy penalties by
SEBI on the compames violating  the
guidelines.
undertakmgs from which “the - govern-

Shares of 31 public sector

Clearance  and ! Depository
(ECDS) : 4) BRs should continue till the
completion of Phase | of ECDS : 5) T?rms
of issue of PSU bonds should be market
based : and 6) Secondary market in
units should be contracted. The
committee concedes that the secondary
market of UTI! has performed a useful
purpose, but has asked UT! to review
whether it _should have both the

- GDP.

System-

individual investors in
the same scheme, since the needs of
the 2 are different. It has also recom-
mended that issue of task force bonds
should be reviewed so that the distor-
tions they produce may be “avoided.
The Nadkarni report which is a<continu-

corporate and

‘ation of 4he Repo report is now under

examination of RBL

Y

¥
Economy .

NCAER in its J-a'nuary—March review
states that the growth rate for 1991-92

-1s-likely to be between 1.5 to 2 per cent,

its lowest since 1980-81. This is much
lower than its earlier projection of 3
to 4 per cent less than of the shortfall
in both the major production section of
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agriculture (when the growth is likely

to be 1 per cent) and negative in the"
- case of industry On projects for 1992-

83, if there is a near normal rainfall and
good export proposals, the grow
could be between 3.5to 4 percent of
The average rate of growth in
foodgrain production was 2.4 per cent
perannum in 1936-87 to 1991-92, the
level of foadgrain at March end 1992
was 12.10 million tonnes against17.27
million tonnes at March end 1991 and
in 1992 procurement was about 19

million tonnes, there will have to be im-
port of foodgrains. The wheat stock at
March end 1992, was about 3 million

-tonnes and if 7 million tonnes are added

through procurement, the 10 million
tonnes will be adequate to carry us

through to the next rabi season. Indusrial
growth in 1991-92 was —2.34 per cent
inthe first quarter April-June, 105
per cent in the second quarter, Negative

rate

- million tonnes and offtake remains at 22 -

growth of —1. 38 per cent in the third

quarter and +1.63 per cent in the last
quarter. Monetary expansion in 1991-92
was 18.8 per cent far in excess of the

target of 13 per cent. Budgetary
support provided by external finance
was high at Rs. 5067 crores in 1991-92
against Rs. 3182 in 1990-91. The share
of external resources in financing. the
gross fiscal deficit increased from 7.1
per cent in 1990-91 to 13.4 per cent in
1991-92, The government announced
in August that for its modernisation and
expansion programme it was deinvesting
Rs. 31 crores out of its total share
holding of Rs. crores to Rashtra Chemi-
cals and Fertilisers. The shares have
been-disinvested in mutual funds. The
primary /aapital market witnessed a
record capital mobilising exercise during
July 1991-June 1992, when 546
public and private sector companies
issued an highest ever amount of
Rs. 19,931 crores, being 15.5 per cent
of total gross domestic savings. The

~average issue was an all time high of

Rs. 36.4 crores. The 527 private sector
companies issued Rs.9346 crores through
shares pnd other instruments. - 14 public
sector units Rs. 5722 crores through
bond issues by 29 per cent of total
capital issues in 1991-92. The govern-
ment  informed Parliament that the
banks needed an infusion of an addi-
tional Rs. 8000-10,000 crores to cover
their bad debts, not quantified so by
the Narasimhan Committee (see Vol
XXl p65), which however recommended
an Assets Reconstruction Fund be esta-
blisded. The government has prescribed
capital adequacy norms under which
Barks and Fls should have a 4 per
cent capital adequacy ratio in relation
to risk attached assets by March 1993,
going on to the Bls standard of 8 per
centby March 1296. This is part privati-
sation as the capital assets are to be
offered to the general public as well as
Mutual Funds, PSUs and employees.
This latter is ofcourse not privatisation.
Now this addition of Rs. 8000 to



Rs. 10,000 croresis to be provided by
government or raised by the banks
from the market. This would be a
definite step to the privatisation of banks.

Industry

The quick estimate of industrial pro-
duction of lIP released by CSO shows
an industry growth rate of 4.1 per cent
in Aprif 1992 against the modest 1.3
per cent in March 1992. This first sign
of industrial recovery is heartening
also because manufactures registered an
4,7 per cent growth in April compared
to 0.3 per cent in March. Electricity
grew at 6.9 per cent in August compared
to 6.3 per cent in March. Only mining
recorded 3.1 per cent in March. The
Small Industrial Development Bank of
India (SIDB1), reports that during 1991-
92 its aggregate sanctions recorded a
growth of 22 per cent at Rs. 3459
crores and - disbursement 15 per cent
at Rs. 2588 crores. The tiny sectoris
receiving special attention with Rs. 1053
crores sanctioned to 85000 tiny projects.
Similarly marketing support and machi-
nery parts purchased have been a meagre
point of assistance for the small
Industries.

National Production Front
Steel o o

In the first fortnight of - August there
was both good and bad news on the

" steel front. On- August 1, the Visaka-

patnam steel plant went into production
and is targeted to produce 1.8 million
- tonnes in 1992-93. The gestation period
of the projects was 20 years leading to

-._heavy cost escalation from ,the Rs. 1000-

“crores . initially - estimated to Rs. 7000

‘" crores and over. . This means the full

~.- utilisation of the total capacity should be
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used and its plans to expand its capacity
to 4.2 million tonnes, as the demand
for steel is projected at 31 million
tonnes during the decade, when produc-
tion has been only 14.55 million tonnes
in 1991-92 leading to the import of
1.46 million tonnes at a cost of Rs. 1500
crores. lItis reported that at the end of
1990 about Rs. 534 crores of Soviet
credit was lying unused. Now negotia-
tions with Russia and the CIS should
explore the possibility of using this credit
for the purchase of Russian equipment.
This is urgent because the second piece
of bad news is the information given to
parliament was becalse of the resource
crunch, the Planning Commission has
made a cut of Rs. 10,177.19 crores in the
proposed outlay of Rs, 24,756.19 crores
to the steel sector,

Crude !

In the first half of April, government
announced in parliament that natural gas
had been discovered at 2 new wells in
the Krishna - Godavari basin. The well
of Nandigama had a gas flow of 2.43
lakh cubic metres per day and condensate
at the rate of 50 barrels per day. The
other well at Mumidivenam had a gas
flow of 0.81 lakh cubic metres per day.
The government also reports that the

output oil wells in Bombay High which

had reached an all time low in 1991-92,
due to short term corrective measures
taken 'is resulting in gradually increased
production.:  Finally the government
reports that the measures taken on the
advise of the Petroleum Conservation
Research Association (PLRA), Rs. 500
crores in energy conservancy had been
effected in the Vil Plan. Research efforts
to increase production and economise

consumption should be intensified in the -

VI Plan and often to avoid  the growing
import bill that the country faces,

Coal

Coal India reports several positive
developments - a profit of Rs. 100 crores
in 1991-92, the take off of its 6.05
million tonnes of coal liberalised scheme
during first quarter of 1992-93, when
201 million tonnes were actually sold
and the offer of new sources under which
any customer can approach any of its
officers and come under its first come
first served scheme. Also coal produc-
tion has been increasing steadily from
212 million tonnes in 1990-91, to 229
million tonnes in 1991-92 and its target
of 238.2 million tonnes. in 1992-93.
But its problems are even more overwhel-
ming. It has a cumulative loss of
Rs. 25600 crores due mainly in project
execution and completion for want of
funds, along with labour and the litiga-
tion processes. A fifth of its total staff
(6,70,000) are redundant, non receipt of
dues to the extent of Rs. 2000 crores
from thermal power stations and the
piling up of Rs. 900 crores (40 million
tonnes) of coal at pitheads and the
failures of the cash and carry scheme.
More immediately, if the tripartite dear-
ness allowance committees recommenda-
tion for DA from January 1, 1987 is
followed, CIL will have to pay Rs. 400
crores in 1992-93 to its 7 lakhs
employees, which will wipe out any
profit it may have been contemplating.
The DA recommendation needs to be

" postponed and the dues from the thermal

station to CIL should ‘be settled along
lines referred to at the start to enable this
essential service to continue functioning.

Non Ferrous

~ The aluminium industry is doing well
and plans’ large scale expansion. With the
abolition of licensing the companies
have prepared plans for 260,000 tonnes
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expansion. HINDALCO doubling its capa-
city to 200,000 +tonnes, BALCO to
200,000 tonnes, NALCO to 330,300
tonnes - increasing the tota!l capacity of
the industry to-972,000 tonnes by the
end of this decade. Further the grant of
automatic approval to 51 per cent foreign
equity participation has freed the techni-
cal collaboration in 34 industries. Due to
the difficulty of getting aluminium at
reasonable rates and non availability of
electricity at cheap rates, the large firms
are going for down stream facilities in-
stead of expansion of primary metal
production. . But this will be giving away
the advantage to the other developing
countries producing aluminium - Brazil,
Venezeuia, Egypt. So the question of
expanding the Indian aluminium industry
needs to be faced by the government and
the private companies so that a judicious

- need can be developed. Hence the peren-

nial power shortage of the country needs
urgent attention.

| ‘
Agricultural Production

it is still too early to decide whether
the monsoon will make up for its delayed
start and urban areas like the north west
not receiving rains till recently. What will
be the effect on the kuruvai crop? As of
now the government faces a depleting
wheat stock and so has signed a contract
with the Canadian wheat board for im-
port of 10.05 lakhs tonnes of wheat for
shipment during mid July to mid October.
The greater offtake of wheat from the
PDS and the consequent lessening of the
wheat stock is due to the fall in produc-
tion of coarse grains by 4 million tonnes
during 1991-92 kharif. As a consequent
the Rs. 2500 crores food subsidy provided
in the budget and the later provision of
Rs 250 crores for the revamped PDS are
inadequate. The budget did not take into
account i) the additional subsidy needed



by imported wheat which will be finalised
after the entire consignment has arrived;
i) the central bonus of Rs. 25 per quintal
in addition to the procurement ptice of
Rs. 250 per quintal, iii) the increased
railway freight, iv) the central subsidy
given to states for purchase of items for
the distribution of PDS foodgrain, v) the
additional foodgrain allocated to certain
identified areas and vi) the subsidy for
any additional wheat and rice imports
that may be needed in light of the total
kharif foodgrain production in 1992-93.
This means that the food ministry budget
will have to be increased sizeably to meet
these 4 demands - most of which are un-
known and so unquantifiable. The mini-
stry of agriculture has initiated a scheme
for procurement of fruits and vegetables
not at government determined support
prices but at market prices. The scheme
is being supplemented through state co-
operative marketing agencies and NAFED,
Procurements will be made at market
prices till a certain ceiling for each peri-
shable commodity is reached, the ceiling
price to be determined on a casa by case
basis which will be 10 per cent above
average -of the last 5 year's farmgate
price. If the price falls, procurements
will  resume till the market price
reaches the " ceiling level. The scheme
has risks and will be watched before
being extended further.

i Fb}eign Trade

"1 "UAlarge trade deficit of $1583 million

for the first quarter, April-June, of the

- . financial year contrasts . with the much

_.smaller _deficit of 733.91 crores in
- the first ‘quarter of last year 1991-93.
The reason for this rise in .the trade
- deficit is the lifting of import restrictions
- in the. current financial year compared to

the tight import controls introduced last

-year. Further for

. oneitem, petrol,
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imports have almost doubled from last
year's first quarter of 4.4 million tonnes
to this year’s first quarter,of 7.58 million

tonnes. On this alone the import bill will

rise from last year’'s Rs. 1200 crores to
Rs. 2800 crores this year. QOne positive
element is that the measures to promote
exports are vyielding a 8.4 per cent
increase in exports to the general currency
areas inthe first quarter. The export
promotion measures include the depart-
ment of revénues announcement, that as
a limited 'duty drawback finally will
continue ,for ' exporters who have
availed of the duty exemption scheme
and the quarterly Based Advance License
Scheme’ in the future. Exports in April-
June 1992 rose bo 04 percent from
$3988.73 million last year to $4013.06
million and in rupee terms by 40 per
cent from Rs.8181.41 crores to
Rs. 11800.11 crores. (In Jun§ exports
rose by 9.9 per cent in dollar terms  at
$1342 million). During the first quarter,
exports to GCA rose by 8.42 per cent
(from $3523.99 million to $3820.63
miltion but declined by 59.47 per centin
the Rupee Payment Area from $474.24
million to $192.43 million. Imports
during April-June 1592 in dollar terms
were $5576.73 million as . against last
year's $4732.69 million, being a 17.84
per cent increase. In Rupee terms at
Rs. 15981.08 crores against last year's
Rs. 9682.99 crores representing a 65
per cent increase. The 1992-93 export
target is $20132 millions being a 12.8
per cent increase, which is somewhat
steep but attainable and for this reason
the government is giving priority to all
measures needed to promote exports,
parliament was informed. Here the key
is the Rupee. payment exports which
should be pushed in negotiation with
Russia and other CIS states. The govern-
ment analysis of the 1990-91 trade,

~reports that non trade houses formed

more than 50 per cent of the country’'s
exports-enginegering goods (24 per cent).
ready made garments (24 per cent)
ieather and leather products ~ (15 per
cent), basic chemicals and pharmaceuti-
cals) (15 percent) and marine products
(6 per cent). While the country’s exports
have grown at an impressive 16.5 per
cent during the 20 years 1970-71 to
1990-91, its share of world exports is
both small (0.5 per cent) and declining
from 0.6 per cent to 0.5 per cent. Within
this context engineering exports at
the global level fell from 0.3 per
cent in 1970-71 to 1.0 per cent in
1990-91. Further, engineering exports are
not keeping up with the engineering pro-
duction-in  1980-81, 43 per cent of
domestic  engineering production was
exported, in 1987-88 it fell to 2.8 per
cent. Penetration into the European
market is impressive, rising from 19.2
per cent to 38 8 per cent, while it fell in
Asia and Africa, with US it has been
stable. The USSR's share was 21.5 per
cent and is now a question mark. On
individual items, the commerce ministry’s
committee states that India has the
capacity to increase its market share of
the world dyestuff exports from the
1.2 per cent to 10 per cent in five
vears and sets forth the steps
to do so. Cashew exports are ex-
pected to cross the Rs. 75 crores mark.
India has secured an increase in export
quota of $2 million to Canada and
Australia Petron International is investing
in India to commercialise technologies
f’eveloped by India by NCL. Silk exports
in 1991-92 rose by 53 per cent to
Rs. ‘676 crores. Marine target is setto
achieve the target of Rs. 1765 crores for
the year, as the export in the first
»4 months of the financial year was
45,900 tonnes valued at Rs. 428.7 crores,
The Apparel Export.Promotion Council js
sure about reaching the export target of
$2.7 billion for 1992, The governmeut
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has liberalised the import of 30 items ot
profession grade audio and video studio
equipment which can be imported freely
into the country without a license. The
government has also relaxed capital
goods imports second hand, without a
license in textiles, and textile processing,
electronic components and dyestuff and
food prices.

Loans and Aid

In the first half of August, 6 loans are
recorded. British and German Banks
have offered to lend $700 million for the
Rs. 5000 crores joint sector lignite
project in - Jayamkondam, BHEL has
entered into a 10 year agreement with
German’s Siemens for power generating
equipment. The UK government has

“made credit of Rs. 15.53 lakhs in grants

to 5 organisations dealing with disasters.
The World Bank loan of SDR 373.3
miilioq referred to earlier (See Val. XXII
p132, 256} is to upgrade and modernise
polytechnics in the state. As of July
end SDR 35.44 million have been
utilised, the government reports to parlia-
ment. ADB has granted a loan of $99,000
million for the National Renewal Fund.

International ’

OECD

An economist of OECD reports that
privatisation in the developed countries
of the West is on the wane though the
pressure continues in both political and
economic areas. Among OECD's 19
member states, the bulk of the privatisa-
tion this decade will take place in coun-
tries bordering the Mediterranean, because
in these countries the central government
continues to retain {significant shares of
industry, transport, communication, bank-



ing and-utilities. The countries which led
the wave in the 80s - UK, Japan and New
Zealand - have completed a scheduled
sale of assets so that the stock of publicly
owned companies are no longer the loco-
motive - pulling 'the privatisation train.
But in" Greece, ltaly, Spain and Turkey
which "have large public sector deficits,
there would be relief when some of the
public sector stocks are passed to the
private sector, This will also reduce
the magnitude of their budget deficit and
so motivate them towards partial or full
privatisation of public enterprises. Italy
under the weight of a public deficit
equivalent to 10.5 per cent of its GDP
plans to raise $14 billion through
assets sales. "So is Portugal which has
bean privatising and in 1991 alone raised
2.5 percent of GDP through such sales.
Turkey plans to raise $400 million
throu’gh such sales in the next 2 years.
lf was in the 80s, with an increasingly
competmve environment that government
began this movement by reducmg the
parameters of state intervention in the
economy. In 90s the same forces are
promotmg the evolution of global market-
rng ‘and ‘plunged - many state enterprises
mtq international competition. Regional

* * *

' Péddy and ofher erops ‘

As the storage in .Mettur improved re-
ported also in the last issue in mid August
it recorded a steep- rise from 11,400
cusecs 16 65076 cusecs) as well as in
Parambnkulam Allyar, - lower Bhavani,
;and Perryar ‘and Vargar systems, farm

*agp\ﬁjty was in full swmg The farmers m
o 5L SYIR T P il
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economic integration in Europe and North
America, the prospects of its dissemina-
tion in Pacific and recent events in
Eastern Europe all point to the emergence
of larger markets in which TNCs are
active.

ASEAN

The meeting of ASEAN foreign mini-
sters in Manila was significant for many
reasons. Many countries had connections
with ASEAN. Canada, US, Japan, EC
South Korea, Australia, NewZealand,
Russia, Vietnam and China. engaged
the ASEAN members in a dialogue for
economic cooperation. Many ASEAN
leaders have spoken of India’s potential
role in the region, which involves India
getting involved with countries of the
region. ASEAN with Japan is emerging
as the third large protectionist economic
grouping of the North America - US,
Canada and Mexico and EC. Indiais
probably too large to become a member
more than China, but like China it

is true that India spent some time oni;
its role in the Asia grouping which is .

its neighbour.

* * *

;
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both Thanjavur and Nagapatinam, Qua
de-E-Milleth districts have transplanted
kuruvai paddy over 3 lakh acres and are’
going onto 4 lakh acres for which the
standing nurseries were qurckly trans-
planted. The revival of thé turn system
in the Grand Anicut has been postponed
till completion of transplantation which
was initially delayed because the district
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farmers wanted to have a clear picture of
water availability in the Mettur reservonrs
for lab periods. Further farm labour s
not available. The delta farmers have
also begun preparations for the main
samba crop from mid August, when the
turn system- will be reintroduced in the
Grand Anicut. Mettur levels on August 3
was 104.25 feet, the storage being 70,460
million cubic feet. So the outflow has
been increased to 27,000 cusecs to help
farmers in their hectic ' transplantation in
the delta districts. So for the kuruvai, the
farmers expect a record crop. The Agri-
cultural department reckons that as the
normal average vyield is' 4 tonnes per
hectare, kuruvai paddy crop will be
arcund 15 lakh tonnes for the flrst time
in the past decade. The samba season
is approaching and the farmers hope that
with a'good North East monsoon, they
will exceed last year's coverage of 5 lakh
hectares in Thanjavur and Quaide-E-
Milleth district. The department concurs
with this estimate. Report on the cotton,
sugarcane, groundnuts and coarse cereals
crops are similarly satisfactory and the
farmers borrowing on these crops are
optimistic about the yield this season.
Farmers report that a dangerous disease is
affecting the paddy crops at an early
stage in Tiruvannamalai and North Arcot-
Ambedkar districts and parts of the South
Arcot districts. The.need for both the
state resources through the Tamil Nadu
Agricultural University and the Indian
Council of Agricultural Res=arch to deploy
their forces to combat the disease and
prevent it from spreading is emphasised
by the farmers and the Department.

Research results

Of the 18 research reports recorded at
the end of July and upte mid August,
4 groups-on paddy, other cereals, fruits
and animal husbandry deserves special
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atention and can be wused. by thet
farmers in the state immediately. First
on paddy, SSRC Tiruchy working on the
polluted waters of Uyyakondan canal
which reduced paddy vield by 30-40 per
cent in its 64 villages along the bank
was the subject of its experiment with
8 varieties. On the basis of which it
recommends to the farmers to concen-
trate on Ponmani which vyielded 6482
kg per hectare and 8086 kg of straw in
155 days, and ADT 30 which vyielded
5703 kg and 7397 respectively, replacing
the ruling strain of [R20. The Assam
Agricultural University, Jorhat on the

basis of its work on detecting rice tungro
requires that it can be desiccated by the

stunting of the plant and various
colours of range and vyellow in the
straw and proposes as control measures-
uprooting a suspected tungro normal hill
replanting in  a pot filled with normal
rice, and control the destructicn of green
leaf hoppers which spreads the virus.
On other cereals and crops, TNAU,
Srivilliputhur reports that the continuous
growth of gingelly varieties TMV-3 and
TMV-4 in this region and which shows
decline in vyield and its exposure to
diseases like phyllody can be replaced
by SVPRI, a white seeded high vyielding
sesamum which is of 70-80 days
duration, high yielding in 700-800kg/ha
yields high quality seed and oil extra-
ction. The Kumaraperumal centre, Tiruchy
reports that it has demonstrated that the
hybrid castor GCH4 yields 27.7 per cent
more than TMV-5. Tirupura region trials
demonstrate that true potato seed (TPS)
is an effective and cheap substitute to
the conventional potato grown in the
Nilgris and Kodaikanal. Itis based on
the hybrid TPS production technology
developed at the International Potato
Centre, Peru. TNAU reports that its works
shows that the pest psyllins in subabul
canbe controlled by growing resistent
species, and snipping the terminal shoo



and burying it. It also reccmrmends the
biological control agent that it has
developed for this pest. AP agricultural
university calls attention to subabul, a
legume shrub gaining popularity as a
produce of high quality protein, timber,
charcoal and as a soil envilla On fruits
and vegetables, TNAU centre at Vellore
demonstrates the growing of sugarcane
with limited water, using coir wastage
as basal application and thatits physical
parameter were more influenced by

amendments than irrigation. The sugar-

cane variety CO0-8382 which has an
average production of 12433 ton-
nes/ha and its ratoon yields on the
average 122 24 tonnes/ha and is recom-
mencded for the state’s sugar cane
farmers. UAS, Bidar report that its experi-
ment show that instead of picking buds
for planting Ber the dryland crop, insitu
budding in ber varieties increases plant
value by 90 per cent and height to 2.8
feet in 92 days. Similarly Agro Vet of
Hoechost India, reports developing a
robust Okra hybrid, Mystique, for kharif
and rabi under the conditions which
yields 300 quintal/ha. The MARP banana
research centre, Srirangam reports on the
nutrient management needed for wetland
banana cultivation, the time of fertiliser
application, the levels required and the
fertiliser schedute to produce optimum
results. Tamil Nadu Rice Research Insti-
-tute, Aduthurai reports that its work
shows that Neem spray preserves plaited
coconut leaves. It involves spraying
"~ coconut leaves on both sides with copper

sulphate, follow neem oil or neem seed
_extract. : The coconut research station
reports that its structure shows that
coconut bud rot can be controllied by
periodical observation of palms, removal
~ and using of dead palms,detection in early
-stages and application of Bordeaux pest
-on the injected portion, and prophylatic
Spraymg W'th 1 -per cent bordeaux
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mixture. Finally for animal husbandry
farmers, the National Dairy - Research
Institute, Karnal reports that the artificial
process through which a barren cow/
heita is brought to milk producing condi-
tion by passing pregnancy and delivery of
a calf is called inducing lactation which
reduces economic loss and proposes a
schedule for inducing lactation in dry and
healthy animals ranging from 1-3 days to
the 24, 25 and 27th day when milking
can be commenced. The Madras Veteri-
nary College of TANUVAI on the basis of
its work advises that to protect sheep and
goats from the many bacterial and viral
diseases, it recommends 7 types of vacci-
nations as well as sheep . pox vaccine,
foot and mouth diseases vaccine, and anu
rabie vaccine - all manufactured by the
government institute and - the private
sector and are easily available. The
Veterinary College, Udgir reports o its
work on the Ketosis disease in buffaloes
which is signalled by reduced milk yield
and appetite, false chewing movements
and salivation and can be treated by giving
glucose (25 per cent at 05 kg) in3
intravenous infusions. The AP agricultural
university, Hyderabad states that its
experiments on mushy chick disease -
yolk sac infection naval infection,
umphleitis - seen in inflated abdomen, a
wet naval and an offensive ~ can be
treated by increasing the warmth in the
brooden house and medicatirg the drink-
ing water with a broad spectrum of
drinking water for 3 days. The Madras
Veterinary college reports on the manage-
ment of infection in rabbits. In body, can-
ker can be treated by scrapping and for ea'
canker, placing 1 to 2 ML of vagetable oil
into the ear for 10 days proves to be
effective,

Plantation crops "

. Tea Production, as forecast in the las

. Issue, facing adverse weather conditions, is

e

down by 26.2 million kg in the first half
of 1992 compated to the same period in
1991. The total tea production in the
first 6 months of 1992 was 237.1 million
kg compared to last year's 263.4 million.
kg. The loss in production was in _both
the South and North, the South suffenng
the major reduction of 18.1 million kg and
in North 81 million kg. It is doubtful
whether the second half of the year's
production will make up this large foss.
In rubber production, in 1991 world
rubber supply was larger at 53.8 !akh
tonnes than in 1990 at 52.2 lakh tonnes
as demand was smaller .so that world
prices of rubber began 'to face the
attention of all rubb2r producing coun-
tries - Malaysia, Indonesia, Manila, Sri
Lanka which concentrated on not increas-
ing production and pushing up prices.
India continued to remain in the farm
production in world rubber products at
3.602 lakh tonnes in 1991 against 3.23
lakh tonnes in 1990. In 1992, the major
interest is to arrest the falling prices and
not to augment production in the rubber
producing world. For incia, the target is
4 07 lakh tonnes, which is also the con-
sumption projection target. While produc-
tion will equal the anticipated demand,

* * ' *
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there are carty over stocks and imports
under the export incentive scheme that
the rubber market faces. The World Bank’s
loan of $92 million for rubber production is

" tobeused in kelpingin part 30,000 hecta-

res of new plantations and 40,000 hectares
for replanting as well as to develop R&D,
processing and marketing. The export
of rubber (14,000 tonnes) for the first
time in 1991 may be continued in 1992,
In the non transmission area of "the North
East, 50,000 hectares have been earmar-
ked for raising rubber. On this, the
Rubber Board has recommended 19,000
hectares in Assam, 18,500 hectares in
Tripura, 4350 hectares in Meghalaya,
4300 hectares in Nagaland, 2500 hect-
ares in  Manipur, 8000 hectares in
Mizoram during the VIl Plan. Tripura
has an ambitious plan to become the

..second largest rubber grower with
34,000 hectares during the VIil  Plan.
With 15,000 hectares, it is the third

largest rubber producer after Kerala and
Tamil Nadu. A number of private growers
from other states have purchased land
in Tripura to raise rubber plantation,
which transforms the economy of the
small state.

1. Industrial Development in Tamil Nadu

In the first half of August, the state
recorded both positive and negative
features in its industrial development.

‘On the positive side, First, against the
mess that the state’s granite policy is
involved as referred to in the last issue, a
number of top business houses including
the Tatas, the DCM Group, Usha
Rectitiers, © Lakshmi =~ Machine Ltd,
have submitted major proposals to the

state government  for  setting up
joint projects for the export of granite.
The proposals involve  investments
ranging from Rs. 30 crore to Rs. 100
crores. The 18 proposals received by the
state governments are now to be sub-
mitted as projects with all the necessary
details by the firms concerned. There is
here an important lesson for the state’s
industrial policy. This area is one of the
few attracting large houses from outside



the state and so policy on it should be
appropriately grafted. Second, the Thia-
garajan group which is doing very well
in export of textiles, with the Kapplur
Milk having 78 per cent of its sales in
the export market and the Virudhu-
Nagar, mill selling 90 percent ofits
yarn and grey fabric in exports is now
giving its attention to the domestic
market, particularly as thereisa bull in
its demand for textiles world wide.
Third, a Singapore NRI, D, Balsara has
submitted to the government proposals
for an. investment of Rs. 11 crores in
mineral water, hotels and tourism. There
are in addition to this Rs. 200 crores
projects approved recently by the Foreign
Investment Board. Fourth, the house of
Kothari is setting up a bar manufacturing
brewery in Karnataka with a capacity of
50,000 litres. It is to be run with German
collaboration. Fifth, the area of alcohol
and molasses is once more in the news.
While _molasses outturn is reaching
record levels, in addition Tamil Nadu’s
8.61 lakh tonnes reported in the fast
issue, Maharashtra (which isa major
sugar cane grower and sugar producer
after UP has an yield of 17.5 lakh
tonnes of molasses in 1991-92. Alcohol
production has not kept pace because of
the innumerable rules and controls.
This situation of molasses glut can be
corrected by giving the units concerned
to. produce more alcohol and remove
the 10 per cent. But the situation will
become even more serious in the future
when molasses yield will reach 3,300
lakh tonnes by 1995-96 as more sugar
factories and distilleries which are
being licensed will go into operation,
The government "has assured an
additional 3000 lakh tonnes to new
units. The = sugar units in Tamil Nadu
are at the end of their teether on the
‘ molasses issue, and in opposition to the
‘India_Sugar and General Import-Export
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Corporation (ISIEC) which has refused
to share with the mills the high profits
for earning from molasses export, the
industry in the state is considering rout-
ing exports through a new agency. This
will also solve in part the problem of accu-
mulating molasses, in addition to sharing
the Rs. 6-7 crore project at present cor-
nered by ISIEC. Under orders of the
Madras High Court the state government
has been directed to supply forthwith the
required quantity of industrial alcohol to
King Chemicals- which had been prior to
it by the former (DMK)government. Sixth,
McDowell & Co. has drawn up a mega
investment plan for Rs. 150 crores for
restructuring the polyma division (Rs. 32
crores) and its spirits division (Rs. 25
crores). Seventh,-the Madurai Hosiery

Industrjes Association is emerging as a

model for industrial development in the
state and country. It has attracted the
attention of the Overseas Economic
Cooperation Fund (OECF) which is con-
sidering financing Madurai Hosiery, a
company floated by the Association.
OECF has committed itself to assisting
SIDCO in the development of hitech
industrial estate. Eighth, the state
government has come to the rescue of
B & C mills in early August with an order
of Rs. 16 crores for uniforms to supply
to school children. This is a departure

from the procedure to place these orders -
with handloom cooperatives and khadi
units. The transfer of the orderto B & C .|
helps it to meet in part payments on its ’
This

accumulated loss of Rs. 60 crores.
order transfer is better than state govern-
ment, is on its financial agency lending
funds to B & C which cannot be recover-
ed. Whether this item should be on the
positive or negative side of industrial
development  balance sheet is open

to question. Ninth, two companies,
Sundsram  Fasteners . and Alacrity
Housing report a. good profitable

1931-92 vyear. Sundaram Fasteners
turnover rose’ by 27 per cent to
Rs. 137.05 crores and despite inflation
and interest rates tising paid a dividend
of 27 per cent. Alacrity Housing reports
that in 1991-92 it has 25 per cent of
housing in Madras, business worth Rs. 72
crores. It has been able to control the
prices of “steel and cement by long
term contracts. lts equity capital on
March 31, 1992 was Rs. 8 crores. On
the negative side, first and most serious.
the country’s leading Financial Insti-
tutions have stated that they will not
finance projects in Tamil Nadu inthe
future “because of the inconsistent poli-
cies in the industrial front, and the nume-
rous blocks put in the path of entrepre-
neurs by the government. Particular insta-
nce have been cited by the Fls of the
delays of clearances indefinitely and
changing policies to suit individual
industrialists, instead of industry in gene-
ral. It is urgent that the minister of
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industry who is the chief minister meet .

with financial institutions and discuss in
detail their criticisms which go againstall
that the minister has stated and establi-
sh a more normal and understanding
industrial climate. Second, the underuti-
lised and loss characterised Richardson
& Cruddas is closing down its esta-
blishment in Madras. Its structural fabri-
cation units reports a loss of Rs. 251
lakhs as at February 29, 1992, Wages

- for the months of June and July have not

been paid, for which the management
says it has no funds. This is an impossi'ble
situation which should be referred to
BIFR. Third, Madras based exporters
including the important group of leather
goods exporters, complain the difficulties
they face in obtaining bank guarantees

_under the current formal, delays in

qeirpbursement of premiums on exim
scrips and the neglect of registered part-
nership firms compared to corporate units,
These problems should be examined by

the Indian Bank’s Association and SBI in
order to solve and remove them. Fourth'
the industrial development of Ambur, it is

“stated, has been hampered by bad publi-

city over environmental issues of pollution

and labour strikes and poor industrial
relations. One effect is that the number of
leather units has stagnated at 74 (61

small scale and 13 in DGTD sector) since
1988, while parallel areas like Vaniyam-
badi and Ranipet are expanding annually,
Hete the remedy is in the hands of the
local tanners Asscciation who should with
the help of the central government set up
pollution control measures, see to the
low land water being freed from untreated
tannery effects. Fifth, the Rs. 5000 crore
lignite project at Jayamkondam jointly
promoted by the TIDCO and Calcutta
based McNally Bharat is running into
rough weather because the private sector
company of McNaltly-Bharath has, agains

the rules and understandings invited a
German equipment manage them to con-
tributg its share of the equity of tha
project. If this is not corrected, the state
government, which has set up the Jayam-
kondan Lignite Power Corporation will be
looking for another partner forthe project.
Sixth, the Southern Small Scale Cosme-
tic and Toiletries Association has filed a
case against Hindustan Lever for slashing
shampoo prices and dumping them on
the domestic market. This unfair trade
practice by Hindustan Lever which has a
40 per cent of the shampoo market show
its services and the MRTPC enquiry
should be awaited, Seventh, the Hindu-
stan Photo Films, according to the Comp-
troller and Auditor General has after over
20 years of functioning has reached self
sufficiency in the manufacture of photo-
graphic productivity. Despite the increas-
ing consumer preference for colour pro-
duction, nearly 63 per cent of its
production is one of important jumbo
film roles. This heavy release in imports
can and should be corrected.



For the first fortnight of August; the
negative features of industrialisation in
the state state seem to be dominant. The
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most worrisome is the negative comment
of the Financial Institution which should
be cosrected immediately.

* * *

V. Education. Science and Health

Educational reforms

The Wosld Bank's study on education in
Asia state that for Asiaas a whole, the
social returns on educational investment.

. are 27 per cent for primary education, 15
per cent for secondary and 13 per cent for
higher education.
are 29.3 per cent, 13.7 per cent, and 10.8
per cent as per 1978 estimates. This
shows once more the greater impartance
of primary education both in  maximising
returns and ensuring greater equity for
India. - As against 61 per cent average
literacy in Asia, in India it was 43 per
cent which has risen to 5.2 per cent in
1931 according ta the government. In
tndia only 37 per cent of children entering
primary school completed it. while 61 pef
cent of Asian children finished that
cycle.: ln Indian primary schools the
teacher pupil ratic is 1 : 58 whereas the
Asian average is 1 : 33, 10 per cent of the
best educated Indians reached 61 per cent
of total. resources. Despite . this data,

- India's outlay on higher education in

terms of per capita cost as a percentage
of per capita GNP was 231, 1.35 times
higher than ‘the regional average, while
the cost of primary education was only
0.81 of the regional average. The poor
] quallty of pnmary educanon has resu)ted

. in paor cohart survival rates at 37 per
. cent. Most of the dropouts occured with-

‘in this educanon cycles. as most of merit
- based attrmon ocgurs . at. the point of

Y -_,entry to next hngher level of educanon

For India the returns -

!

(inter cycle selection), high rates of intr@
cycle selection are taken as an index of
valuntary discontinuation, which is not
true. Socia) factors- like attainment of
puberty'is one of the important.reasons
for drap aut of formal studies. Harsh econo-
mic conditions at home also cause child-
ren to leave school to augment family
income. Though these factors are impor-
tant, the study states that the major
reason for paor cohort survival in India is
due to the poor quslity of education. The
study argues for greater private financing
of higher education which will improve
both the efficiency of education and
equity across this system. Private insti-
tutions promate campetition and also
free resources to  be invested in
primary education. The sharp bias towards
higher education in India coupled with
the poor cost recovery has led to ineffici-
ent use of resources as well restrained the
quality and access ta lower levels of edu-
cation. The Gini coefficient for India {on
a scale of 0 to 100 representing a progres-
sive ineguity) is 66 against a regional
average of 43. COnly Bangladesh does
warse. The study shows the very different
outcomes result from comparable levels of
investment and that policy choices make a
considerable difference to the efficacy of

investment and ensuring a more equi.”

table distribution of benefits. So the
major policy implication for India include
greater investment in the primary educa‘

. tion to improve cohort survival and female

literacy, cost recavery from higher educa-

tion and expose of the low cost distance
education system. Against this back-
ground the supréme court decision bann-
ing capitation fees which are at high
levels for engineering and medical educa-
tion is not only difficu!t to enforce (on the
sums can be collected under other heads)
but if used for educational development -
building and equipment, can reduce
the higher and untirable government sub-
sidies to higher education and could and
should lead to higher fees in all higher
education institutes as a means of cost
recovery. The supreme court judgement
marks ail fees above the tution fees char-
ged by the government in private colleges
capitation fees, which shm):ld force govern-
ment tuition fees to the recovery bill. To
improve the efficacy and equity of the in-
vestment in primary education, its transfer
to the psnchayat councils recommended
by many bodies and represented at a re-
cent Seminar at Centre of Policy Research
should be accepted even as the condition
is being amended to make Panchayats
councils election and resources part of
the constitutients requirement. A more
immediate problem is the resolution adop-
ted in UP and being considered by the
union government for all India legislation
to treat examination malpractice cogniza-
ble and non bailable offence. This along
with examination reforms and modernisa-
tion of the secondary and higher secon-
dary education and modernisation of
textbcoks are the most urgently made
reform. A UGC team in Tamil Nadu re-
viewed the working of autonomous col-
leges under 3 heads - administrative, aca-
demic and finance. Given the positive ap-
proval to autonomous colleges by 1he Re-
vised Policy on Education, and the present
GC leadership, the review should lead to
the strengthening and expansion of the
-autonomous colleges. Literacy in Tamil
Nadu in the first fortnight of August,
two districts Pudukottai and Pasumpon
Muthuramalingam have been declared
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100 per cent literate. There the people
organised themselves under the Arivali
lyakkam campaign and in 6 months made
all the adult literates learn the 3R's. The
collector of the district has headed
the movement and given it full official
support. Now 6 more districts will be
completing similar literacy programmes
this year.

Technical education

The Industrial ctedit and Investment
Corporation . of India (ICIC!) reports that
it plans to set up a school to train
talented youth from rural areas in various
disciplines. The cnurse began in August
3in thirteen subjects “and would have 3
semesters, 25 students have been
admitted for the first course. Under the
earlier loans given by the World Bank to
assist the modsrnisation of the curricula
and equipment of polytechnics in 16
states have been referred to. The pro-
gramme is well underway. The Supreme
Court judgement against capitation fees
has held up the implementation of
the self financed 12 medical and 8
dental colleges permitted by the govern -
ment of Andhra Pradesh. With this
banning of capitation fees, these coliege
promoters are having second thoughts.
The Department Of Electronics (DOE) of
the union government has set up Software
Technology Parks (STPs). The Parkis e
100 per cent export oiiented scheme for
development and export of software using
data communication lines, The objectives
are to provide infrastructure, core com-
puters and built up space for software
units for exports. As smail software
vendors could not afford to invest in
communication lines, DOE decided in
1984-85 to set up a resouJrce centre with
such facilities for sharing by these
vendor. In 1980 three STPs were set up
in Pune, Bangalore and Bhubaneswar,



Rs. 4 crores was earmarked for each,
with the condition that they will become
self sustaining in the third year of
operation. Later STPs were also set up in
Hyderabad, Thiruvananthapuram, Nivide
and Gandhinagar. Each STP had a
separate managing society which have
now been merged to form an autono-
mous society-the Software Technology
Tank of India. Now state government’s
are urged to set up their own STPs with-
out funds from DOE. Bangalore has
13 fully operational Tanks, Pune 5,
Thiruvanathapuram two and Hyderabad
six. The question arises whether DOE is
pushing STPs too fast. The Bhuvaneswar
STP has failed to attract response because
the companies which were to set up
units in Bhubaneswar have moved to
Calcutta. This infrastucture is essential
for the setting up and functioning of a
STP. The first application of INSAT-2A
is being used for the first time: in the
country for training block level and
village level extension workers and
farmers in various districts, ISRO has
launched a study in 150 districts to
identify the natural resources. Initially 16
districts have been selected for carrying
out the action plan for integrated and
sustainable development. It will be a
part of country under classrooms where
the students and the taught will be able
totalk to each other. The participants
will  be able to see and hear on their
TV sets the resource persons-the experts
from vé_rious universities and departments
ask questions to the resource persons
via the satellite on the audio channel.
At present the signal is being received

at’ class rooms at Bhiwani, Loharu,
and Toshan, .

* ‘ * *

452

Science

The first application of the INSAT-20
is a nationwide cirect Satellite TV
broadcasting to communicate TV recei-
vers-in rural and remote areas. ISRO
plans to form a corporate front for finding
a commercial outlet for its products and
technology. It will be industry based
and be an autonomous body. It will also
form a consortium with foreign firms in
the business like Matra and CSF
Thomson.

Health

The horror of the existence of female
infanticide in South India, particularly in
Salem district where a staggering 51
per cent of the families are killing baby
girls within a week of their birth, so
they do nothave to spend Rs. 40,000
to Rs. 60,000 on dowry is revealed by
study sponsored by the Department of
Women and Child conducted in 5
blocks in Salem district. In one village,
Thokkivadi, it reports that even male
infanticide is practiced after having one
child of each sex. It says that poverty
and ignorance about family planning have :
aggravated the problem, The female ‘
child is seen as a mill stone round the
neck of the family both in the money
spent on her at various functions and
the responsibility of keeping her chaste
till marriage. The study covered Hindu, .
Christian and Muslim families but found
the practices only among Hindus,

S % Py ; “
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V. Employment and Labour Relations

f

The government informed parliament
that the backlog of unemployment os at
March 31, 1992 was 17 million by
working status. Under the strategy of the
VIl Plan, unemployment witl be reduced
to 10 million by the end of the Plan and
to 3 million by the turn of the century.
In another statement in the parliament
government sets forth a programme to
create 13 crore jobs by 2000 AD at the
rate of 1 crore jobs -each year, if funds
are available, This intervention was
made in the Rajya Sabha on a private

member bill seeking to provide a house, -

essential commodities and-a job to
atieast one member of the family. On
the approval from the government on
this basis the private member withdrew
the bill. This is ‘related to the work of
the sub committee of National Develop-

ment Council on employment whichisto

submit the report to NDC by September,
The committee is using poverty as the
criterion for  evolving employment
generation  programmes. The Tamil
Nadu government Corporation with the
cooperation of the Indian Bank is helping

educated women earn decent incomes.

from their homes through software
development. Qualified women are being
used in software production for both the
domestic and export markets. A pilot
scheme has been launched in Madras to
finance £0 educated women using Rs.25
lakh as credit. The scheme is assisted
by the Indian Bank and Elcot. In the
Madras Metropolitan area above 2500
educated women have completed the
course in software training. Hence the
potential of the project is vast. At last,

* * »

one aspect of the exit policy, the golden
handshake scheme for redundant emplo-
yees is to go into operation. The cabinet
has cleared a Rs. 1.50 crores package to
be used in helping the National Textile
Corporation and the British India Corpo-
ration shed some of their fat to regain their
heat. Rs. 700 crore is being used for
the retirement of those 75.000 workers
and 6100 officers who choose the hand-
shake. There are issues like whether the
devolutions from NRI are over and above
the starting benefits, but those will be
clarified now. The scheme requested the
finance ministry agree to writing off the
Rs. 1600 crores accumulated loss. On
conditions of labour, it is reported that
UP is the only state where revision of

.. minimum wages has been completed in

all 62 categories of employment covered
by the Minimum Wages Act 1948. As a
result the wages of unskilled, semi skilled
labours have been raised from Rs. 34 to
Rs. 86.3 per month. The one day con-
ference of the state labour ministers in
August decided to recommend to the
union government that there be a central
legislation covering all aspects of socia)
security for the unorganised labour,
specially in agriculture. Here the workers
are prone to constant mobility and other
practical difficulties making their problems
more complex. On the new industrial
policy they were of the view that the
centre must ensure that the policy did
not lead to either closure of sick public
sector undertakings, retrenchment of the
workers - which areimpossible conditions
to meet if industry is to be modernised
and become viable.
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V1. Other Items

AlR

Two Air recordings in the first half of
August where first 6 sessions of the
autobiography recordings over 4 sittings,
was held as referred to in the last issue. The
second was recording of the World Litera-
cy Day message to be broadcast on Septe-
mber 8 - the International Literacy Day.

Gold Medal Presentation

The SR Ranganathan Gold Medal for
outstanding librarianship was presented
to the librarian, Mr. Mohanrangan of the
University of Madras. On the occasion
the central place of the library in the
university and college, the pioneering
work of Mr. Ranganathan for devot=d and
contributions to Madras university library

developed by Mr. Mohanarangan were
recalled.

TNSCS & T

A special general body meeting * of
Tamil Nadu State Council for Science and
Technology was held in early August to
pass and decide an amendment to its
charter. The amendment added popu-
larisation of science to the objectives -
the popularisation to be executed through
training programmes, awareness develop-
rnent, seminars, - exhibitions and lectures-
After a brief discussion of the amendment
it was adopted and is to be presented to
another meeting . of the General Body
after a month

CDS '

.The Annual General body meeting of
the ; Centre for Development studies
met on August 10in Trivandrum. The
Council on the retirement of the Presi-
dent "(who has completed 2 terms)
elected Mr, K. N. Raj as the new
Chairman.  The main “business of the
_General Body was to review the Annual
Report and the 5 year Plan of work of the
--Centre.  General satisfaction was expres-

-

sed at the good research wotk being tur-
ned out by the members of the Centre.
After having grouped the research under
5 broad heads, the time, it was - felt, was
not ripe to bring the five areas together
and exchange results with other research
centres; under which were represented on
the council - MIDS, the Institute of Social
and Economic change, Bangalore and the
Centre for Economic and Social Studies
Hyderabad. The revised budgetfor1992-93
proposed by the committee of Direction
was adopted as was the auditors Report
for 1990-91, The Centre’s work with
NFPA - the Section on demographic
studies was reviewed' and the progress
noted with -satisfaction, on the surpjus
being generated for the centre from this
source under which contributions are
made in dollars.

World Literacy Jury

The Unesco World Literacy Jury met in
the second half of August. It had received
35 candidatures from governments and
non governmental organisations.. This year
the prizes were reduced from 5 to 3 - as
the Soviet Union’s prize ceased and lraq
withdraw its prize. So the Jury examined
the candidatures and selected 3 of the
outstanding candidatures for award of the
prizes - the International Reading Associ-
ation Award, the Noma Prize and the
King Sojo prize along w1th . several
remarkable mentlons

September Development Seminar

The paper "“Towards a re-appraisal of
the Dravidian Non-Brahmin movement by
Ms., V. Geetha and Mr. S.V. Rajadurai- for
the September seminar together with a
summary of the discussion on the paper
at the seminar appears as the first article.

Second Article .

Health in India during a period of eco-

nomic adjustment, appears as the second
article. ,

Book Review

The review by Prof. C. T. Kurien of the
book ’Planning in India : the challenges

for' the nineties’ appears in the book
review section,

MIDS News

Dr. A. Valdyanathan completed the
work of the Committee on lrrigation
Pricing and the report was presented to
the Planning Commission on 14th Sep-
tember, 1992,

He gave a series of three lectures on
Indian Agriculture to the UGC teachers
Refresher Course held by the Gokhale
Institute of Economics and Politics, Pune,
September 3-5, 1992,

He attended a workshop on active pro-

gramme relating to harvesting and use of

water held under the auspices of All India

People’s Science Forum, Aurangabad,
September 23-25, 1992,
® * » * *

Dr. Paul Appasamy presented a paper
on “The Econzmic Aspects of River Basin
Planning” at a Seminar on Integrated
River Basin Planning organised by Centre
for Water Resources Development and
Management at Thiruvananthapuram on
September 16, 1992.

He also attended an Expose on Solid
Waste Management organised by Exnora
Iniernational in Madras on September 19,
1992 and served as rapporteur for a
group discussion on the role of agencies
in solid waste management,

* * * * *

Dr. Nirmal Sengupta delivered a semi-
nar on “"Jharkhand Movement” on 17th
September, 1992,

- * » L ¥

Dr. S. Neelakantan delivered the
Presidential Address for the workshop
"Sustainable Settlement Planning and
Development’ held on 10th October,
1992 at MMDA Complex, Madras.

* * » * »

Dr. Padmini Swaminathan attended a
seminar on "Women’s Studies in India”
held at the Indian Institute of Advanced

Study, Shimla, from September 21-26
1992 and presented a paper entitled
’Patriarchy and Class : An Approach to a
Study of Women’s Education in the
* Madras Presidency’’.
* * L ] * *

Dr. R. Hema delivered two lectures on
"Electricity Pricing” and "Issues relating
to Electricity Regulation’ at the Dept. of

Economics, Annamalai University on
October 1, 1992.
* * * * *

Mr. A. Venkataraman, Senior Project
Officer & Mr. Deepak Ahluwalia Econo-
mist, Resident Mission of the World Bank
in India, New Delhi visited the Institute
for a meeting to discuss some issues
relating to the agricultural economy of

_Tamil Nadu on 22nd September, 1992.

* » * * *

Prof. Jan Lundqvist, Department of
Water & Environmental Studies, Linkoping
University, Sweden visited the Institute
and discussed about a proposed study of
a IBRD supported water diversion project
from the Bhavani river on 23rd Septem-
ber, 1992.

* * K * *
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Towards a Re-Appraisal of the Dravidian/Non-Brahmin Movement

by

Ms. V. Geetha

and

Mr. S. V. Rajadurai

When the Non Brahmin manifesto was
released for public debate and scrutiny in
Dec. 1916. Annie Besant, editor of New

India and the patron saint of the Home
Rule Movement, lost no time in denounc-
ing the contents and underlying political
message of the Manifesto. She charac-
‘terised it as one inspired by '"short sighted
and narrow minded people” and termed it
“*mischievous and unpatriotic* (NI. Dec.
20).. She was convinced that the "Non
Brahmm Movement which promised t0
emerge in the wake of the “Manifesto,
wouldAstrengthen the British Civilians In
“their obduracy and resistance to Home
Rule and serve their purposes of 'divide
‘and’ rule”. _She found allegations of
Brahmnn monopo!y in the services, Non
‘Brahmin helplessness in the tace of
. Brahmin jobocracy, and " the posmng ofa
s Brahmm Non Brahmin divide mere “'froth,
. which no sane man will take seriously’’.
“ (Nf, Dec. 21, 1915). She observed, some-
~ what indignantly, that - the

- Manifesto

sought to bring about "disharmony and
disunion’” and asserted that ‘"as long as
India gains Home Rule it is but of secon-
dary importance whether Brahmanas or
Non Brahmana Hindus or Muslims gain
prominence. We are children of one

Mother and our interests, as those of our 4
country, in the first instance is to our ‘
Annie Besant's !
ire was such that she announced the
columns of her newspaper would, hence- .
forth, be closed for discussion on the

sense of unity”” (ibid).

subject at hand !

However a protracted debate was i:

fought out through the columns of New
Indiafor well over a year, following . the
publication of the Manifesto, with Brah-
min and Home Rule spokesman as well as
*prominent” Non-Brahmins denouncing
the fledgling movement and Non Brahmin

" adherents, sympathisers and imenectﬂuals
- defining its rationale, its relevance and

~ import for the “"Non-Brahmin~

communi-
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ties. The detractors of the movement
(with whom we are chiefly concerned at
least, for now) were puzzled and bewilde-
red by what seemed to them incompre-

- hensible, erroneous notions of Brahmin

autocracy and Non Brahmin inepitude.
The Tribune of Lahore stated, '"To our
knowledge there is no such community as
Non Brahman or non Buddhist or non-
Hindus or non-Jews and nothing can be
more fudicrous than to form a new com-
munity on the basis of excluding a small
community the one small but important
caste of Brahmins...”” Quoted in New
India, (Deec. 30, 1976). The Times of
India endorsed the Tribune’'s views and
rejected the possibility of a non Brahmin
community: functioning as a 'single
homogenous group, capable of common
or united action” (Quoted in New [ndia,
Jan 2, 1917). A prominent Vokkaliga of
the day, General Secretary of the Vokka-
liga Sanga proclaimed it “'self destructive
to cail oneself a non Brahmana”. He,
further, noted, ““After all, aren't we all
Hindus and has not a great Congress
leader who is a Brahmana remarked : ‘Let
anybody even Pariahs get what we are
fighting for...”...Why should we envy the
Brahmanas ? They have reached where
they are by their industry...{t is also the
case that non Brahmana officers are
scarcely more helpful to Non Brahmanas’’,
(New India, Jan. 9, 1917). There were
other arguments, rebukes, aimed at those
non Brahmins who sought to better their
lot by what The Ceyloness termed ‘Girding
at the Brahmanas™. The Ceylonese urged
Non Brahmanas 10 the path of “organised
self-help” and suggested the movement
be “entirely defensive” in its methods
and aims (From New /India. Jan, 19,
1917). The Ceylonese was not alone in
criticising the '"anti-Brahmana” tenor of
the Non Brahmin Manifesto.

S Kesava
Piflai, prominent

Home Ruler warned

f, hat caste feeling was not confined to

Brahmins alone and pointed out that the
i‘caste spirit” affected non-Brahmanas as
well.  (New /ndia, March 19, 1917).
Numerous letters to the editor of New
India also expressed their dismay at the
rancour against a “small community’
which seemed to pervade all Non
Brahmin protestations. Such expressions
of righteous dismay were mirrored faith-
fully in the editorials and columns of
New India, as Annie Besant and her team
of talented journalists (who wers also
devout Home Rulers) gave form and
coherence to Brahmin (and Non Brahmin)
responses to the new philosophy of
dissent.

It was suggested that the Non Brahmin
Manifesto was the handiwork of Civilians
who needed to work out a new politics
of divide-and-rule, now that the Muslims
and Hindus had come together, in the
aftermath of the Congress-League pact.
Annie Besant was so convinced that the
new movement was but a ‘‘crusade of
hate’” that she did not stop to enquire
into the phenomenon of an over-Repre-
sented Brahmin bureaucracy. Obsessed
as she was by the image of the penurious
Brahmin priest and lowly paid (but
highly educated) Brahmin clerk, she
turned the non Brahmana arguments
around and noted that if the non Brah-
mins were endowed with “fewer clerk-
ships” it was because they had wulfully
desisted appointments in the services.
The non Brahmanas, she argued were
known to prefer ‘trade and commerce’
to the pursuit of learning and besides
they counted among their ranks, zamin-
dars and rajas, both of whom had no
use for jobs in the services. (see New
India, April 18, 1917, April 28, 1917),
Annie Besant was particularly annoyed by
the movement’s strident and most vocal
representative, Dr, T.M. Nair. She assem-
bled a political biography of the man
with the clear and avowed intention of



laying bare his political *inconsis-
tencies”, his  *opportunism”, and
“unabashed” advocacy of a political and
social cause merely on the basis of a felt
personal wrong. Dr. Nair, she insisted,
was a mere “intellectual acrobat” who
_could not have the genuine interests of
the non Brahmanas in mind, for he was
chieflv concerned with unleashing a
#spurious and superficial campaign of
hatred”. (New India, June 26, 1917).
Annie Besant’s arguments proved forceful
in that her readers soon joined her in
seeing the Non Brahmin movement as
being composed of those “‘who were
swayed by selfish desires and were
infuriated by failures” and who sought
to ‘‘transform their private injuries into
public wrongs”. (see N.C. Ramasamy
Naidu, New India, July 10, 1917).

‘New [ndia’s arguments, hypotheses
and political - philosophy were all geared
‘towards the singular objective of demon-
strating, simultaneously, the necessity of
Home Rule and the undesirability of,
what it termed, ““commercial politics”. The
paper and its editor served to universalise
and render consensual (as we shall indi-

~cate in the sections to come) what were
clearly particular (Brahmin) perceptions
of political liberty. The idea of Home
Rule was problematised by non Brahmin
ideologues, chief among whom was
Dr.  Nair. While ‘the idea of a unitary
Hindu-(Indian) community was felt to be
untenable ‘by a host of non Brahmin
- intellectuals.” The non Brahmin Manifesto
- thus,” sought to interrogate the com-
placent, seemingly self-evident terms of
political discourse as constructed by the
‘Home Rule Movement. It-is not surprising
therefore, that an imperious, dominant
and hegemonic community whose poli-
tical ideology ' suddenly “seemed inter-
_nally “inconsistent should turn against
the arguments "and ‘observations of the
: Non" Brahmin Manifesto,’ The " sustained
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. historical,
" reflections in

Christopher

and self-congratulatory hegemony of
many decades had to now look to its
defenses and it did so in a series of
moves that were calculated 'to disarm
and eventually blame the victims (the
nature and status of this “victimisation”
will be argued in the sections to come)-

Our concern, at this stage in our argu-
ment, however is not so much with this
polemicising as with its
the critical discourses
that have grown around the non Brahmin
movement. Interestingly enough these
discourses, share the assumptions of
New India publicists and arrive at asto-
nishingly similar conclusions regarding
the nature and aims of the non Brahmin
movement. It must be noted here that
critical scholarship and analysis of the
non-Brahmin - movement have been
chiefly pioneered by Anglo-American
scholars. These scholars, their “empiri-
cism” notwithstanding, have been prone
to substitute ““ideclogy’” for '"hard facts”,
such as when they present, ‘facts”
always already constituted as judgements
and evaluations. David Washbook, and to
a lesser extent, Christopher Baker both
of whom have attempted to situate the

politics of. non Brahminism in a matrix -

of structural changes inthe economy
and transformations in the administrative
complex of the Raj, insist that the Non
Brahmin movement was civilian-inspired
was but an instance of ’elite” competi-
tion for scarce goads. :

In other words Non Brahmin dissent
is seen as a product of a fortuitous
conjuncture of historical events rather
than as a counter hegemonic response
that emerged out of a particular historical
conjuncture. Baker and Washbrook
reduce 'history to happenings and seem
reluctant to inquire into its logic, its
pattern of movement and change.
Baker notes ~that the

oy S8 A

kel

!

#polemic” of the movement had an
“obvious” appeal for those educated non
Brahmanas who looked on the services
and the literate * professions as their
“traditional careers’’, Besides non
Brahmins were beginning to feel” the
brunt "of the stronger administrative
machine, staffed at the  subordinate
levels largely by Brahmins™, many of
whom displayed a certain caste arrogance
when they insisted Brahmins were better
equipped for appointments and posis
in the services. Baker further argues

v‘ that this competitive . anger and resent-

ment ““fitted well 'over certain latent
social and cultural divisions in  different
parts of the province’. Thus scrambles
for higher ritual status among Brahmin
and non Brahmin “literate aristocracy”
in Tirunelveli, tensions between Brahmin
Mirasdars and non Brahmin tenants in
Tanjore, between agriculturalist sat
sudras and sacralist Brahmin pundits in
the Krishna Delta were now played out
in a politico-public  sphere.  But,
observes Baker, these instances of
local competition had no necessary

_material basis at the provincia! level. Non

Brahmin elites might have particular pro-
blems with Brahmin elites but, on the
whole Brahmins were, except when they
were rich and powerful, “employed in
occupations that were necessarily menial
—- as cooks, scribes and religious func-
tionaries — and could be purchased by
the wealth of other castes..”. These
other castes, were not, in the least, anti
Brahmin and in fact accepted the Brah-
n'1inical codes and recognised the superior
ritual claims of the Brahmins in their
everyday lives. Non-Brahminism in this
context was but a convenient myth that
served to dissolve, at least temporarily,

the. contradictions which lay at the heart
of its politics.

Washbrook, like Baker and in atone

- and manner cutiously reminiscent of New
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India debates, notes that the non-Brahmin
movement was necessarily anti Brahmini-
cal. The non-Brahmin professional-
publicist, now in the vanguard of a
movement that had clear material interests
at stake, had to be “anti-Brahmin, or at
least anti-Vedic, if he were to make the
constituency his own’*. Washbrook also
observes that all talk of a “non Brahmin
community’” must be seen for ‘the ideo-
logical fiction that is. For, communal
solidarities in the Madras Presidency were
often undercut by cross communal patro-
nage networks that implicated Non
Brahmin patrons and Brahmin clients as
well as Brahmin patrons and Non Brah-
min clients in mutua! material transactions
of great pertinence. Moreover, argues
Washbrook, communal organisations
could rarely develop into long lasting
political organisations of import and rele-
vance beyond their immediate locales. If
at all communal organisations solidified
into a “permanent” form this was because
they sought to transform a partticular
grievance into a generalised one; in other
words such organisations ‘‘shifted the
discipline in which the Associations
worked from the historical, in which it
explained why it had come together to
the Sociological in which it described the
social facts which underlay its unity. ..
its rhetoric (now) was based on the exis-
tence of a congruence between categories
of political action and categories of com-
mon socio-economic ar cultural position.
That these categories rarely were congru-
ent and that most members of the Associ-
ation behaved as though they rarely were,
were matters to be ignored...”". Communal
solidarities, then, were nurtured by publi-
cists who never really created effective
constituencies of their own, in spite of the

~much vaunted myth of Non Brahminism.

The movement remained caught in a
vortex of material interests which no
ideology could disguise or explain away.
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Wachbrook's surmise, then, is, the Non
Brahmin movement acquired the political
resonance it did because it rallied itself
against the Home Rule Movement and,
hence, served the British Civilians well,
Not only did Non Brahmin ideologues
draw their fire from governmental notions
and ideas of Brahmin tyranny but the
Madras government proceeded to cite
the Non Brahmin quotations of the pro-

cess of self government through Home.

Rule. Thus, concludes Washbrook, "the
pattern of governmental initiative and sub-
jects response had become so complete
that a closed circle of argument, quite
apart from outside reality had been
formed.

Washbrook sees no merit in the
“social premises’” and justifications that
may be said to constitute basis for Non
Brahminism. He concurs with new India’s
Brahmin readers in their opinion thatif
Non Brahmins are not represented in
an adequate measure, commensurate to
their numbers, in the services, |itis
because they have rarely sought such
posts in the past, being immersed in
agriculture and commerce. Their present
disaffection was thus wholly a political
response, orchestrated by publicists and
moulded by interested patrons and
“magnates’’ and ‘‘rural bosses’’ who dis-
covered in the emerging ideology new
modes of constructing old networks of
patronage. For Washbrook, these old
networks necessarily required newer forms
of “articulation since ~ the ' impending
reforms of 1919 and the effects of the
earlier- ~ Minto-Morley reforms  had
brought about certain shifts in power
at the local level which had to be, there-.
fore, accomodated . at the provincial
level. “Henceforth, © power  was;- to be
exercised less directly on the basis of
landed power, commercial wealth and
ritual ‘basis and more on the basis of
‘these interests being represented effecti-

s\lity to relate ' ideology

vely in'local and provincial administration:
Thus patronage-pubticist networks had
to be articulated on a more durable
basis and an ideology which promised
to bind and cement ties on the basis of

“primordial sentiments” was but reas-
suring.

By identifying Non Brahminism and
the Non Brahmin movement with its
chief protagonists and their immediate
material interests and by positing a simple
cause-and-effect relationship between
private interests and public acts, Baker
and Washbrook display a curious inabi-
and material
interest except in the most obvious
manner. Annie Besant and her readers
were equally quick to conflate interest
and ideology but at least they were
engaged in defending achieved positions
of hegemony and, hence, forthem,

“truth’” was an instance of partisanship,

Washbrook not only refuses to consider
the autonomy of ideology and its ripple
effects but even considers the play and
function of ideology as margin'al to
those material interests ostensibly justi-
fied and theorised by ideology. Itis
significant, though, that he has
to “account” for his problematic silence

on this issue. Ina revealing paragraph
he confesses, in a somewhat embara-

ssed fashion, that in spite of the persis-
tence of patron-client networks and the
continued primacy of material inter "‘)

there existed conditions in which -
cultural sentiment became an indepen- |
dent mechanism of control”. However

he does not specify what these conditions |

were that excited ideolcgical consensus.

It is evident that he has come up against
his own theoretical limits here; and
while he tries to resolve this theoretical
and, inasense, political impasse in his
narrative half heartedly, the gaps and
slashes in his argument seem apparent,
Baker is a little more sensitive to tha

‘weapons

significance of ideology but he too
wishes to see it as determined, in the
last instance, by self interest. Besides,
argues Baker, non Brahminism could not
really sustain itself as a viable ideology
because its cultural interpretations
were often varied and because itretained
a “fundamental ambivalence in any
social or cultural opposition to the
Brahman’’, Thus, asks Baker ‘*were those
opposed to the Brahmans asserting

that the position occupied by the
Brahmans was irrelevant and thus

worthy only_ of criticism or neglect,
ar were they arguing that they, rather
than the Brahmans, should take over the
position of social and ritual pre-emi-
nence?”’. Having posed a crucial ques-
tion Baker does not spend much time on
the terms and conditiohs that structure
and direct ideology in general or an the
particular modes of construction of Non
Brahmin ideologies.

These crucial 'silences in the political
narratives of Baker and Washbrook derive
from an uncritical use of sources and
from the lack of a theory of power and
its changing forms and modes in the
second half of the nineteenth century.
Government records, private papers of
eminent  personalities, contemporary
newspapers — A variety of sources have
been put to good use by Baker and Wash-
brook in their attempt to re-construct the
polity of late colonial South India.
Newspapers have been scoured for infor-
mation on political events, activities and
opinion. Washbrook and Baker have
especially worked the Hindu archives to

their advantage but they have not con-
sidered it important to interrogate the
politics and cultural-social premises of
The Hindu's journalism. This seems a
serious methodological lapse, considering
that newspapers and journals of those
times ac_:tively constituted opinions, inter-
vened in _public debates, often in a
partisan sp[rit and proved to be important
in  polemical .wars. Further
Baker and Washbrook deploy what seems,
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at first, a variety of empirical instances to
underscore ‘a theoretical point but on
closer examinatien these instances reveal
themselves to be isolated ones that barely
explain the complex social and political
formations of the day. For instance
several examples of ‘‘cross-communal”
patron-client networks are furnished to
“prove’’ the ubiquity of this phenomenon
and to indicate that the Brahmin-Non-
Brahmin divide was largely fictitious.
Likewise, instances of “self-interest” are
given to point at the materiality that
shaped and structured ideological intent,
But the fact that a “pariah” won a muni-
cipal election, contesting from a predo-
minantly Brahmin ward or the fact that
prominent justicites ‘stood to gain”® by
undermining Brahmin hegemony in the
services do not really demonstrate parti-
cular  articulations of interest and
ideology. Neither do they help us grasp
at the relationship between social,
political and economic spheres in a
caste-bound polity where events that are
played outin any one of these spheres
need pot produce identical effects in
the other spheres. A “pariah” (or a
Nadar), may be tolerated in the Municipal
Council but the community of ‘‘pariahs’,
will still be denied access to public
streets and wells. Non Brahmin elites
might seek .to challenge particular ana
entrenched Brahmin interests but the
conflicts are mediated less by competi-
tive utilitarian ‘notions of gain that they
are by perceptions of dominance and
subalternity. What proves Washbrook
and Baker’'s theoretical undoing is their
inability to theorise these perceptions of
dominance and subalternity. They do not
provide a means through which we may
grasp at the logic of Brahminism as an
ideology and its relationship to socio-
economic structures. as those obtained in
colonial-caste society. Besides they rarely
take cognizance of what non Brahmins
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say about themselves or about the nature -

of Brahmin power.

It is our intention here to ‘‘recuperate”
these strategic silences, though not with
the aim of "perfecting’” the extant critical
work. Instead we intend constructing an
alternative narrative of the emergence
and significance of Non Brahminism. It
seems important that we record and ana-
lyse what non Brahmins at the turn of the
last century and in the early decades of
this century were saying about themselves,
their relationship to Brahmins and the so-
called depressed classes; such self perce-
ptions, we have learnt, constitute an
important body of “knowledge” in a caste

society where the power of the word and .

the prerogatives- of speech and hearing
have been determined by and remained
the privilege of Brahmin and upper caste
literate. Rosalind O° Hanolan in her
remarkably perceptive work on the Non
Brahmin Movement in Maharashtra has
observed that an initial breach in the
ranks of a caste was made when protes-
tant missionary debates drew the religious
and the orthodox to the streets and
desacralised and demystified the words
and content of the scriptures. Non
Brahmin self perceptions were made
possible, argues O’ Hanolan, by the
emergence of a public sphere of debate
in Mahratti society and these self percep-

tions in turn served to deconstruct

Brahmin myths of superiority.

- It seems important to ““make the Non
Brahmin speak™. "Critical debates about
Non Brahminism in Tamil Nadu have not
sucgeeded in crossing the historiographi-
cal threshold marked out by Baker and
Washbrook: The work of Eugene Irshchick
may be considered somewhat exceptional
in_this respect but his impressive array of
facts are not matched by theoretical
rigour or sophistication and as much do
not help in “’producing a theory of Non
Brahminism. The ghost of Annie Besant
still presides over contamporary - papular

-

debates regarding the significance of the
Non Brahmin movement as Brahmin
apologists continue to thunder against
the Justice party’s elitism, political oppor-~
tunism etc. The significance or otherwise
of the Non Brahmin movement is alsO
being presently concluded by those who
protest that it failed to accomodate dalit
aspirations. While the so-called depressed
classes constituted an important flank of
the movement in its early days, contradic-
tions between non Brahmin “clean”
castes and the depressed classes began
to surface almost soon-after. . The legacy
of Non Brahminism in Tamil Nadu has
not always and consistently favoured
dalits.” ‘Tamil Nadu’s political history of
the past twenty five years has seen the
consolidation of generalised Non Brahmin
hegemony, but contradictions between
upper caste Non Brahmins and dalits have

not been considered pertinent to the'

ultimate forms, aims and direction of this
hegemonic procass. The marginalisation
of dalits has, thus, resulted in a devalua-
tion of the Non Brahmin legacy and
further complicated the question of the
movement’s significance.

To raise the ghost of Non Brahminism
as it existed nearly a hundred years ago,
to return its silences to history and to
delineate the contours of that history,' to
uncover the contradictions it 'could not
resolve, to consider, in short, its ideolo-
gical viability — these constitute the basis
of our study. Non Brahminism survived
the political demise of the Justice party
and the opportunism' cf some of hl}s
leaders, and proved catalytic in the nqi)-
Brahminisation of Congress. The eméi-
gence of the Self-Respect movement and
the Dravida Kazhagam signified its ideo-
logical vibrancy and, in a sense, its
coming Jof age. We intend considering
these by and by, but our initial efforts wiil
be towards reconstructing the historical
conjuncture that saw .the birth of what

seems to us, in retrospect, an undoubtedly
ruptural event of immansa’significancs.

Summary of Discussion

The Chairman, Mr. S. Guhan, before
presentation of the paper observed that
the theme of the paper on the Dravidian
Movement was not to be viewed solely
from the point of view of its political
dimension but also must be seen asa
movement for social reforms and preser-
vation of cultural identity.

3

The author while presenting the paper
mentioned that enough literature was
available on the Dravidian movement
(DM), a term which was used synonymo-
usly with the Non Brahmin Movement
(NBM). However, critical and scholarly
analysis of the NBM was lacking from
the Indian social scientists and even the
existing studies were circumscribed by
the framework of the Anglo-American
scholars. The basic lacunae of the NBM
was its lack of identity, failure to take
cognizance of women'’s issues and aspi-
rations of dalits as part of its discourse.
The NBM was also seen as a strategy
worked out towards a new politics of
divide and rule by the British after the
Congress-League pact united both the
Muslims and Hindus together.

The Anglo-American scholars conside-
red the politics of NBM within a matrix
of structural change as envisaged in the
economy and transformation in the admi-

nistrative set up of the British Raj. The
NBM was chiefly pioneered by civilians
at the instance of elites. The author also
felt that the NBM was a product of a
fortuitous conjunctive of historical events
rather than a counter-hegemonic res-
ponse that emerged out of a particular
historical matrix.

Christopher Baker’s contention of NBM
was anti-Brahminical and anti-vedic and
as such they could not sustain itself as a
viable ideology because its cultural inter-
pretations were often varied and retained
a fundamental ambivalence in any social

~ or cultural opposition to the Brahmin.

Washbrook held that NBM was based on
their premise of not being represented in
adequate measure in the services due to
their preoccupation and employment
within Agriculture and Commerce.

The author having evaluated the Anglo-
American tradition concluded their inabi-
lity to theorise perceptions of dominance
and subalternity as they do not provide a
means to grasp at the logic of Brahmi-
nism as an ideology, and its relationship
to socio-economic structures as in the
case of colonial caste society.

The Chairperson, carrying the critical
remarks of the author about the Anglo-



American scholarship on the Dravidian
Movement to the present times, remarked
that the Indian social scientists opposing
the Mandal commission too spoke the
same language of the Anglo-American

scholarship.

During the discussions that followed
the presentation, on the relevance of the
Doctrine of Varnashram it was pointed
out that the NBM’s notion on the issue
was ambiguous though its ideology was
basically anti-Brahmin and anti-Sanskrit
(vedic) and confined to Tamil Nadu. In
reinforcing the author’s argument on the
question of Dalits winning elections, it
was pointed out that these were 'only
exceptions and could not be generalised L

Another participant observed that after
the times of Periyar, there has been a
considerable dilution of focus on the
social evils of caste system. Periyar
considered the elimination of the caste
system and of Brahmin dominatign
as part of a  movement of social
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reform. But his followers like
C. N. Annadurai and others shifted the
focus from social reforms to power poli-
tics and elections.

On the question of the future of the
NBM it was mentioned that though they
lacked an identify of their own, the
movement spearheaded particularly by

-Periyar focussed on social power and

evils of the caste system and laid empha-
sis on social reforms. The recent growth
of the PMK itself was seen by a section of
audiance as a manifestation of the NBM’s

resurgence. ’

The author while responding to the
queries mentioned that the alliance of the
Brahmins with the colonial state had
produced a modern power structure
which crystallised traditions in different
forms. The impetus to these traditions
was expedited with the use of mass
media and printing in various forms,

V. Jacob John‘

t

Health in India During a Period of Economic Adjustment*

| am greatly honoured at being invited
to deliver the fifth Fr. James S. Tong
Memorial Oration. Fr. Tong practised
tne presence of God in a spirit of active
humanism. Throughout his life, he conti-
nually enlarged and diversified the sphere
of his activities. Most notably, his con-
tribution to the creation of the - Volun-
tary Health Association of India reflected
his beliet that healthh cannot stop short
of being a social concern. Itis asa
humble homage to this conviction that
! would likely to discuss the issues
involved in the subject of this lecture,

In the terminology of plans and
budgets, health is classified as one of
the social services . provided by the
state and as one among basic minimum
needs. Health is, in fact, the primary
social welfare service and the most basic
need, forin any society, itis the health
status of the people, affecting as it does
morbidity and mortality, that determines
the quality and longevity of life itself.
Health is, thus, not merely a need; itis
an ingredient of the most fundamental
of all rights, namely, the right to life.
It isin this context that the Universal

Declaration of Human Rights, adopted
by the United Nations, states that
everyone has the 'right to a standard of
living adequate for the health and well
being of his family including medical
care’ and the World Health Assembly of
the WHO has resolved that ‘the right
to health is a fundamental right'.

Fundamental rights recognised in
various Constitutions, including our own,
are meant to protect citizens against
their violation by the executive autions
of the state or by - laws enacted by
legislatures. It is usual in the literature
on law to refer to them as negative
rights in the sense that what is guaran-
teed is freedom from the state’s inter-
ference, without due process, in the
citizen’s rights to such matters as life,
personal liberty, equality of opportunity,
free speech and association, religious
worship, and so on. In contrast, the
right to health care, like the right to work,
isa positive right which can acquire
an operational content only to the extent
that the state is willing and able to
ensure its realization. In the [ndian Con-
stitution, this obligation is placed

L]

Father James S. Tong Memorial Oration delivered by Mr.S. Guhan at the annualconference of the

Voluntary Health Association of India, New Delhi, 4 September, 1992.



on the state in a number of Articles
which deal with ‘Directive- Principles
of State Policy’. Art 47 stipulates that
‘The State shall regard the raising of the
level of nutrition and the standard of
living of its people and the improvement
of public health as among its primary
duties. Art 39 calls on the state to protect
the health and strength of workers. men
and women, and to prevent the abuse of
the ‘tender age of children’. Articles 41
and 42 call upon the state to make effec-
tive provision for public assistance in case
of old age, sickness and disablement, and
for maternity relief. These obligations are
not, however, enforceable by legal means.
Their realisation depends on the degree
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evening which is "Health in India During
a Period of Economic Adjustment’. | pro-
pose to deal with it in terms of three
main topics. |shall begin by reviewing
the current health status of India of, in
other words, the extent to which the
state has been able so far to meet its
obligation to make health services availa-
ble and accessible to our people. | shail
then discuss the likely impact of the

-adjustment process on health. Finally,

to which, on one hand, the state actually

accepts these obligations and, on the
other, the extent to which public action is
successful in prevailing upon it to do so.

Constitutional obligations apart, there
are good reasons why it is necessary foy
the state to play a primary role in the field

of health. In the language of economists
these are related to the fact that, in large

part, health is both a public good and a
merit good. Public health, sanitation, and
the eradication of communicable diseases
have to be provided on a collective basis,
i,e. as items of social consumption, since
they cannot be feasibly supplied, or
consumed, of paid for at an individual
level. . They will not be provided at all if,
left to the market mechanism. Secondly,
primary health care being so basic to the
well-being and productivity of saciety,
access to it needs to be universal. It can
not be constrained by affardability and
cannot, therefore, be left to the market.

This is the sense in which primary health
care, like primary education, qualifies as a
merit good for the provision of which the
state has to bea‘r‘ a special responsibility.

It is in this background that would

A

like to approach the subject of this :'

| propose to place some thoughts before
you on what needs to be done to protect
and promote the long term objectives of
the health sector during and beyond the
adjustment process.

]

There has indeed been significant pro-
gress in India’s health status since Inde-
pendence whether we look at it in terms
of ‘inputs into the health system or in
terms of various indicators relating to its
output. Life expectancy which was barely
32 years of age at the end of colonial
rule has increased to 59 at the end of the. -
1980s. In the same period, the crude
death rate has fallen from 27 ' to 11 and
the infant mortality rate has heen brought
down from about 130 per 1000 live births
to a little over 90. The maternal mortality
rate has come down from 2000 per
100,000 live births to 500. The total
fertility rate which was close to 7 hés H
declined to 4. There has been a great"
deal of progress in the contro! of commu- *°
nicable diseases. In
malaria, accounted for 100 million cases
of which one million were fatal; notified’ .
cases of cholera were 87,000 in 1951 of :
which nearly half died, in the same vyear, ! “

i

the mid forties, .

2.5 lakh persons were afflicted by small &

pox'of whom nearly one lakh died. Small :

pox was eradicated by the mid seventies E;
and the incidence of majaria and cholera '*
has been drastically reduced. Beginning !
from 1952, india has been able to estab-

lish a country-wide network for primary

health care m the form of PHCs and sub
/.

~within India

centres providing through them basic
preventive and curative services, maternal
and child health services, family planning,
and immunization. Qver the last three
decades, the government has demonstra-
ted a strong commiiment to population
control and has devoted large and steadily
increasing manpower and financial inputs
for the purpose, The ICDS is a
major programme for nutrition and for
maternal and child health services. In
absolute amounts, budgetary allocations
for health and for the allied sector of
water supply and sanitation have shown
significant. increase In the matter of
curative services, the proportions of
population to doctors and nurses have
been brought down to 2500 and 1700 by
the mid eighties from levels of 6000 and
4300 that prevailed at the time of lnde-
pendence.

These facts sufficiently indicate the
striking progress that has been registered

in'India’s health status compared to the

very poor {evels that the country inherited
at the end of British rule. The legitimate
satisfaction that one feels from these
comparisons, however, gets diluted when
we compare achievements in the health
sector in India to that of some other
developing countries or when achieve-
ments are compared to targets adopted
itself. Comparisons apart,
the cbjective facts relating to India's
health scene can only be characterized at
deeply disturbing.

Life expectancy in India in 1920 of 59
years was about 10 years {ower than in
China or Sri Lanka and about 3 years less
than for all low-income developing coun-
tries. In terms of the right to life, women
and children are the most disadvantaged
in our country. The infant mortality rate
in India in 1990 (92 per 1000 live births)
was about three times as much as in

- China (29) and only a little less than five
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times the IMR in Sri Lanka (19). The age
specific death rate for female children
under age 5 (40.5) was about 25 per
cent higher than for male children (31.9).
The 'other vulnerable period for female
mortality is the peak reproduction period.
In this phase, the maternal .mortality rate
is an important indicator : India’s MMR
of 500 per 100,000 live births is many
times that of 44 in China and 90 in Sri
Lanka. Given also India’s high fertility
rates, Meera Chatterjee has pointed out
that the life time mortality risk to the
average Indian woman during reproduc-
ticn is 300 times greater than that in
many high income  countries. Higher
female mortality at childhood and among
young mothers largely explains the
adverse sex ratio for women which in
1891 was 929 for 1000 males in the
population. As Prof. Amartya Sen has
graphically put it, what the advsrse sex
ratio means is that about 37 million
women are ‘missing” in India‘s population.

Maternal and child health are closely
related. The proportion of tow birth
weight babies in 'india (1980-88) is 30
per cent, sizably higher than 18 per cent
in alf developing countries, and about 40
to 50 per cent of children are severely or
moderately malnourished., Added to this
is discrimination against girls in access to
food and and medical care which starts
from infancy. - Girls fail to reach their full
growth potential, get married early, run
considerable risk of obstetric complica-
tions, and give birth to low weight babies
perpetuating the vicious circle.

" Despite progress made since Indepen-
dence, the situation in regard to public

‘sanitation, preventive health care, control

of communicable diseases, and health
education are all far from satisfactory.
Public sanitation is woefully inadequate
where it is needed most, namely, in the
poorer sections of large towns and in tha
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smaller urban areas. Meanwhile, growing
urbanization has considerably exacerbated
the problem. As Prof. Sumit Guha has
pointed out “The florid and lethal disea-
ses — cholera and small pox — have
been controlled or eradicated, but the
protean and familiar dysenteries seem
unaffected... perhaps because contami-
nated scil, hands, and flies still provide

them with adequate means of propaga-.

tion.* Equally disappointing is the
continued prevalence of malaria : the
original target was to eradicate it by the
mid sixties but during the whole of the
last two decades about 2 to 3 lakh cases
of malaria have been recorded every year.
Episodes of cholera continue to recur and
the incidence of leprosy, kalaazar and
filariasis are not insignificant. In the
allocation of resources, preventive health
get only a share of one-fourth to one-

third.

Very little data is available on levels,
trends, and on regional and case-wise
patterns of morbidity in India. Official
data on morbidity is seriously inadequate
because it is confined to public facilities
which are estimated to be used only for
one-fourth of acute ilinesses. . The
National Sample Survey (NSS) in 1974
reported a prevalence rate of about 2303
per 100,000 of population but this may
be an underestimate considering that
other surveys in India have estimated
rates three to four times as much. We
may. get a firmer estimate when the
results of the NSS 1987 survey are
published, The interesting fact is that
maorbidity, as reported, in Kerala, is
relatively high despite -low level of
mortality. This is, no doubt, duein part
to higher literacy and better availability
and access to health services in Kerala.
But it could also mean that_high morbi-
dity can co-exist with low mortality and
even get accentuated by ~ it because of
- ‘longer life  expectancy and diseases of

old age. In other words life expectancy
and death rates, which are the mos
commonly used indicators of healtt
status, do not convey the full picture anc
morbidity surveys, which have beer
relatively neglected in India, are of higt
priority.

Related to the subject of marbidity, we
need to take note of the fact that India
may be passing through an epidemio-
logical transition. In addition to the
diseases of poverty ‘and under nutrition,
those related to urbanization and afflu-
ence, such as cardio-vascular ailments
and cancer, are becoming important. To
these must be added environmental
health hazards stemming from industriali-
zation and, transportation, behavioural

* health hazards related to smoking; alco-

holism, and drug addiction, internationally
high rates of road accidents, geriatric
health problems, and the looming spectre
of AIDS. This is not a transition .that
uniformly affects all sections of the
population all over the country at the
same time. Differing epidemiological
patterns between the rich and poor and
between town and country coexist and
continue to widen. In such a situation
of polarisation, the danger is that resour-
ces for diagnostic and curative services
are likely to be shifted towards the needs
of the urban and affluent, further worsen-
ing the already low level of preventive
and curative services available to the
rural and urban poor. We can all see
evidence of this, particularly. in the
case of the commercialized medical
market and increasingly in public 'hospi-
tals as well, . v
£ e

Turning to:curative services, India‘s
ratio of population for doctors (2500)
compares favourably with those for all
low income countries (5500) . although it
is less than half as good as the ratio in
China (1000). There are, however,

i

serious imbalances in respect of hospital
beds and doctors between rural and
urban areas, from State to State, and
between the public and private sectors.
in 1936, the rural share in hospital beds
was less than 13 per cent compared to
India’s rural population share of more
than 70 per cent. No all-lndia or syste-
matic State-wise distribution of the
rural-urban distribution of doctors is
available but many studies have brought
out the serious imbalance. Inter-State
differentials in this respect also continue
to be very wide with the best-served
State which is Maharashtra having a ratio
3 to 4 times as favourable as those for
Uttar Pradesh, Rajasthan, Bihar or Madhya
Pradesh. The public sector's share in
doctors has steadily declined from about
40 per cent in the mid sixties to about 25
per cent in the late eighties. While 75
per-cent of hospital beds are in the public
sector, about 75 per cent of doctors are
in the private sector. Consequently, the
bed-to-doctor ratio in public facilities in
the mid eighties was about 9 times that
in the private sector.

Of equal concern is the quality of
medical care to which the rural poor, and
illiterate patient in India has access. The
private sector in medical care includes
not only qualified practitioners, but also
large numbers and a wide variety of semi-
qualified ond unqualified persons such as
midwives, compounders and para-medical

personnel, drug shop attendants, and so

on who practise any and all forms of
treatment. One study (Viswanathan and
Rhode, 1990) found that among the
practitioners surveyed who were com-
monly described in rural areas as ‘doctors’,
only 3 per cent had a MBBS degree and
only 38 per cent had any type of medical
qualification at all. Studies of private
medical practice also indicate the wide
prevalence of dubious clinical methods.
Ravi Duggal and Sucheta Amin in their
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study of Jalgaon in Maharashtra found
that 70 per cent of all illnesses were
treated with injections. Duggal and Amar
Jessari have drawn attention to a number
of facts to substantiate rampant commer-
cialization and technical incompetence in
the medical profession such as the reck-
less and irriational prescription of drugs
and diagnostic procedures; the close
nexus between doctors and drug stores,
pathology laboratories, and diagnostic
centres; and a variety of other unethical
and commercial practices. Although it is
impossible to precisely quantify the extent
to which they prevail, we should not
blind our eyes to the common knowledgs
that — apart from its adequacy, afforda-
bility, and spread — the quality of medi-
cal care available to the common man or
woman in India is such as to cause
serious concern. Nor are, by any msans.
unethical practices confined to the private
sector. In fact, in as much as private
practice is allowed to government doctors,
the distinction between the public and
private sectors in medical care is so blur-
red as to become notional. Many govern-
ment doctors are also, in large measure,
private doctors: if anything, they are worse
because they utilise their public position
to capture lucrative clientele for their pri-
vate practice and devote the best part of
their time and attention to such patients.

in regard to both preventive and cura-
tive health services, the outreach to
rural areas is meant to be provide through
the net work of PHCs and-sub-centres
linked by ’referral to a net work of taluk
and district hespitals equipped with
adequate facilities for diagnosis, treat-
ment, nursing,- and specialist, facilities,
Successive plans have repeated coverage
targets of one sub centre for 5000 popu-
lation anda PHC for 30,000 population.
By the mid eighties, actual coverage was
a sub-centre for about 10,000 of popu-
lation and a PHC for about 70,000 of



population. In other words, as of now,
we are only about half way towards the

achievement of the modest target's

reiterated from time to time. This pi.cture
of inadequate coverage is vastly com-
pounded by several shortcomings in the
functioning of the primary health care
net work which have . been documented
ina number of micro-level studies as
well as in the more wide-ranging evalu-
ations of the ICMR and the Operations
Research Group (ORG), Baroda, both of
which were ‘published as recently as
1989. The position at the end of the
eighties was that the full complement of
staff had been posted only in 70 to 80
per cent of PHCs and sub-centres.
About 15 to 20 per centof the posts to
which persons had been . appointed
were vacant at any given time. Trans-
fers ~were frequent with doctors not
remaining : in any one PHC for more than
about 2 years. Drugs, especially antibio-
tics, were almost always in short supply.
In a majority of facilities. labour rooms
and ‘operation theatres® ‘were absent or
inadequately equipped.  Coverage: .of
ante-natal ‘care was low and "attendance
of trained health workers at deliveries was
rare. Many ANMs were resident in nearby
towns and only ‘occasionally appeared
at their places of duty. Their technical
knowledge “in regard to post-natal care
was described as ‘very poor”. To get the
picture in all its dismal fullness, one
must add corruption, private practice,
and misuse of drugs and transport.

The critical importance of population
control does not need much argument in
the Indian context. In the demographic
transition from high birth and death rates
to low levels of both, India' has covered
only = about half the distance. India‘s
mortality decline has been underway for
nearly six.decades - but fertility has began
to-decline only in the: last two - decades
‘or {so. . Between 1970 and 1987, India's

> a
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total fertility rate is estimated to have
declined from 6 to 4.1 and will need to
veduce by another two percent points to
reach the replacement level of 2.1.
Sterilisation still remains the main method
of contraception accounting for about
three-fourths of all forms but is beginn-
ing to vyield diminishing returns because
it has been mainly targeted at high
parity couples not interested in, or

_capable of, having any more children.

Future reductions in fertility will have to
involve not only the greater use of
spacing methods but also a wide front
of non-contraceptive measures, princi-
pally female literacy and reductions in
the IMR through wider and better
provision of maternity and child heaith
services. ' Population control itself will
also need to be closely targeted at the
high fertility States of Uttar Pradesh.
Bihar, Madhya Pradesh, and Rajasthan,
Together these four States constitute 40
per cent of India’s population and their
fertility rates are around 5, about 25Y%
more than the national average and twice
or more the levels in Kerala (2.2) and
Tamil Nadu (2.6).

~ There are immense problems in estima-
ting the expendlture on health ‘in the
economy as a whole including govern-
ment, local body, private, and household
expenditures. We have to rely on the
very broad magnitudes -which emerge
from vanous studies. Private expendltures
on healih care are probably of the order
of 60 to 70 per cent of total expenditures .
Budgetary figures for 1991-92 .indicate
that excluding famlly welfare, the combl-
ned expenditure of the Central and: State
governments on medical care, miedncal
education, and publlc health was jabout
Rs. 5000 crores or 2.5 per cent of}total
expenditures of the Centre and the States
About 25 to 35 per cent was for preven-
tive health and about 40 to 50 per’ cent

was allocated to rural areas. Thereare
considerable inter-ctate differences in
per capita government expenditure on
health with backward health status States
as Bihar, UP, Madhya Pradesh, and
Rajasthan having levels distinctly lower
than the national average. Including
family welfare, heaith expenditure in the
public sector came to aboutone per
cent of GDP and to about 4 per cent of
government expenditure. These magni-
tudes are far below the WHO norm of 5
per cent of GDP and the targets ot 3 per
cent of GDP and 15 per cent of govern-
ment expenditures recommended by the
Bhore Committee, as far back as 1946.
In fact, the Bhore Committee went so faf
as to Tecommend that it should be a
statutory obligation on Governments to
spend a minimum of 15 percent of
their revenues on health activities.

| had begun this lecture by pointing
out that health being of foundational value
to individuals and society, it qualifies as
a fundamental right. Cur broad survey
of India’s current health status would
amply show that the state. in India,
despite progress since Independence,
has a long way to go in making the
right to health a reality for its citizens.
Resources of finance and manpower
devoted to preventive health and for MCH
have been neither adequate nor effici-
ently used. The state has chosen to
remain a minor partner in the provision
of curative services which are both
inadequate and of poor quality for the
bulk of the population.” There are seri-
ous inequalities in respect of both
input and output indicators between
States, between rural and wurban areas,
between male and female, and between
children and adults. These inequalities
are super imposed one upon another so
that there is a yawning gap between the
effective access to health of a poor
women or child, especially if Scheduled
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caste or tribal, In the rural areas of a
backward State like Orissa and that of
an affluent person in a metropolitan city
like New Deithi or Bombay. In these
circumstances, "Health for All’ remains a
distant dream.

This has to be the background to our
discussion of the economic adjust-
ment process into which India has
entered, its likely consequences for
health, and how these consequences
need to be responded to. The Finance
Minister has succintly summarized why
adjustment has become necessary by
saying that both the country and the
government had been living beyond
their means and can not continue to
do so any longer. The country had been
living beyond its means in the sense that
balance of payments deficits had
become unsustainable at the beginning
of the 1990s. The government had been
living beyond its means since its large
and growing fiscal deficits had become
equally  intolerable because of their
implications for inflation, debt accumu-
lation, and the external payments gap.
It is in these circumstances that adjust-
rment has become inevitable and
urgent.

Adjustment implies a process of moving
to an equilibrium in our external and
budgetary accounts through improving
supplies and reducing demand in the
economy and by increasing revenues
and curtailing expenditure in the exche-
quer. , Such an equilibrium can be
attained at different levels and following
ditferent paths. At two ends of the
range, adjustment can be accompanied
by growth, equity, and price stability
or it can involve stagnation, inequity,
and inflation. The real issue, therefore,
is not whether adjustment is necessary



but how it can be put through in a
manner that reinforces, instead of under-
mining, our long term cbjective of growth
with social justice.

Various studies are now available on
the impact of adjustment on social
services generally and specifically on
health, nutrition, and child services in
Latin American, African, and Asian
countries which have had to go through
the adjustment process in the early eigh-
ties following the second ail shock,
global recession, and the cebt crisis. In
almost all cases, the impact of adjust-
ment has been initially quite severe,
Country responses to adjustment have,
however, varied a great deal. While in
some countries, government policies have
not been able to overcome the impact or
have even worsened it, a number of
countries-notably Jamaica, Cuba, Costa
Rica, Chile, Botswana, China, Sri Lanka,
and S. Korea-have been able to cope
successfully with the crisis maintaining
and in some cases even improving,
their health ~performance. This ~ should
‘give us confidence that adjustment can
provide the challenge: and opportunity
not only to :safeguard health in the
‘medium-term but to promote longer term
objectives - on a sustained basis.

Since India has embarked on adjust-
ment only recently, the first task will be
to " anticipate the likely consequences of
‘the adjustment process on the health
sector. They will be direct and indirect,
short term and long term, and will stem
from budgetary constraints as well as
more - general policy perspectives. On
‘the budgetary front, ‘the sharp fiscal
‘contraction that is being put through
-in the form of  reductions to the fiscal
“deficit- from 8.5.to 5 per cent of GDP in
. three years ‘can have serious consequen-
ces for'allocations available for health
* services:which, for.a- variety. of reasons,

472

may be curtailed by much more than a
pro-rata reduction. Given large require-
ments for capital outlays on sectors
such as energy, transport, and irrigation,
social services as a whole may be faced
with a more than proportionate cut.
Within broad health related activities,
there will be strong pressures favouring
the claims of water supply and of family
planning v/isa-vis resources for health
services and particularly for preventive
and rural health services. Within the
health sector itself, increases to the costs
of salaries and drugs and the prior claims
of non-plan maintenance expenditure will
squeeze out resources available for incre-
mental plan expenditures. Fiscal contra-
ction, thus,, will not only reduce aggre-
gate levels of expenditure but can also be
expected to result in sharp changes to
previous patterns and purposes of public
outlays. In this process, the devil will
take the hindmost. Health is likely to be
most affected since its visibility is low
and its political constituency is weak
compared, for .instance, to the demands
of defence, energy, sslary increases to
government employees, or subsidies to
farmers.

v

In addition to reduced budgetary inputs
for the health system, the possible in-
direct effects of the adjustment process
on health status will be relevant. In the
short to medium term,. adjustment in
many countries has been accofnpépied
by low growth, inflation, and higher

levels of unemployment. In such a
context, reductions in real terms in
welfare  subsidies, as part of fiscal

contraction, especially in food subsidies
can considerably lower the stahdggd of
living of the poor with serious conse-
quences to their health status. Such
changes will work themselves over
time and it will he /possible to measure
and analyse them only after several

“years. What  is important,  however, is

to be aware that as far as health is
concerned, adjustment has a scissors
effect. on one hand, the resources
available to the sector are reduced;

concurrently, on the other, thereis an
increase in the needs to be met.

The third main consequence of adjust-
ment is more intangible but nonetheless
significant. Because adjustment causes
governments to contract on their spend-
ing, it carries with it a tendency, if not
a temptation. to argue for, or accept, a
lesser role for publicspending. ldeolo-
gically, the state begins to accept a
posture of retreat and looks for all
possible ways, appropriate or inappro-
priate, ‘to leave things to the market,
The concepts of ~liberalisation and
privatization - however valid they might
be in certain spheres of governmental
activity-take on the character of slogans.
As applied to the health sector in
a country like India this can prove to be
utterly retrograde. According to the
paradigm, the competitive matket is
characterized by numerous producers
and consumers for homogenous pro-
ducts, there are no barriers to information
and demand and supply are balanced
at efficient levels of costs and prices.
Without going into a detailed discussion
of the market for medical care in India,
it will be clear that this model is fay
from applicable to it either on the
demand or the supply side. The ordinary
person in need of medical care needs it
soon and close to where he lives; he
has no time, or money, or knowledge
to explore the market or to assure
himself ofthe quality of the product or
totest out the market in a series of
repeat transactions. In these circumstan-
stances, the selleris in a position to
charge what the market will bear and is
also under no compulsion to meet
norms of quality. In medical care, as
In other spheres. the market is highly
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dualistic. While the affluent are able to
afford high quality and adequate servi-
ces, medical care for the pooris inade-
quate, sub-standard, and expensive.
This fundamental distortion can be
corrected only if the state intervenes
to provide adequate, effective, and
affordable medical care to the rural
and urban poor.

v

We have discussed symptoms and
aetiology and itis time to share some
thoughts on how India might respond
to the impact ofcourse, that the response
will be positive and not one of passive
drift. A minimal response would be to
protect allocations to the health sector
with  such incremental outlays and
improvements as are feasible in annual
and five year plans. A stronger response
would be to use the opportunity of the
present crisis to take a good hard look
at policies, programmes, and imple-
mentation in a longer-term perspective -
during and beyond adjustment-in order
to achieve lasting improvements. [f the
impact of adjustment on the healih
sector can be likened to a bout of
iliness affecting an already malnourished
patient, it is necessary not only to cure
him but also to improve his general
condition and stamina. My own pro-
posals in this regard can be stated quite
briefly; after all, when doctors start to
write prescriptions they are swift even
if they are not always sure !

To start with, the state must accept
that it has to play the prime role in the
health sector. The state alone can play
a role in preventive health, in maternal
and child services; and in family welfare.
It has also to play a much larger role
incurative  health if existing gross
injustices and inequalities are to be
reduced instead of being aggravated.



Budgetary resources for the health
sector should be increased to reach,
within a period of about 10 years, the
norm of 15 percent of total govern-
mental expenditures. As a developing
country, India urges industrialized
nations to conform to targets for
development assistance. It is equally, if
not all the more, necessary for the
government to accept an internal target
for fulfilling obligations to its own peo-
ple. Reaching this target in a decade
will involve no more than a 15 per cent
annual increase in real budgetary allo-
cations from a low base. This should be
entirely feasible. Additional resources
for the health sector can be found in
many ways such as reallocation of
Priorities. eliminating waste and leakage
in government expenditure, and most
importantly through better collection of
taxes. Current efforts to reduce the
fiscal deficit fall very heavily on expen-
diture reduction and quite lightly on
revenue mobilisation, There is no reason
why this should be so in a country
where “black money is rampant and

nearly 75 percent of taxable incomes
go unreported.

Within the health sector itself, there
is scope for cost recovery and for
much more cost-effectiveness. Better
€Ost recovery in curative services from
thoce who can afford to pay, whichis
being strongly urged by agencies like
the: World Bank, is ~unexception-
able in principle but for a variety
of reasons - 100 much should not
be expected in practice from this avenue.
In_India, public hospital facilities are
-used mostly by the poor; the poor already
have to incur considerable indirect costs
for. obtaining medical care on travel,

W »wamng time, foregone earnings, and
. _,’;i'bnbery, and mcome sCreening is generally
© . agame that is not worth the candle under

g our condmons
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The brunt of the emphasis will, there-
fore, have to be on cost-effectiveness
which should be understood as not cost
reduction per se but maximising value for
unit of expenditure through improvements
in- the total factor productivity of ali
human, material, and financial inputs.
Specifically, this will invoive much better
motivation, management, supervision’
and discipline at all levels of the health
administration. Private practice among
government doctors will have to be effe-
ctively banned moon-lighting of para-
medical personnel must be curbed; and
corruption, waste, and leakage at aH
levels and in all forms put down with an
iron hand.

There has been a rapid increase in drug
prices even in the last few months. India
must firmly oppose changes in patent
laws which might;result in alarming in-
creases to drug prices. Financial alloca-
tions for the free supply of drugs in PHCs
must be increased so as to adequately
meet demand. The use of only essential
drugs should be enforced in public facili-
ties and promoted in the private sector as
well. The share of the public sectorin
their production must be increased. The
subsidisation of high cost essential drugs
may also become necessary. L

Medical education in lndia is much

“sought after and is highly subsidized.

There is need and scope for the state to
impose societal obligations on medical

-graduates by requiring them to undergo a

minimum period of public service in ‘rural
and semi-urban areas. The output of
MBBS graduates has remained stagnant
for many years despite increases in popu-
lation and t incomes, a good proportion of
our doctors migrate; and the population-
doctor ratio needs to,be brought down.
There is, therefore, a strong case for in-

__creasing output; also, a clear case fo

higher costrecovery in medical education
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The private sector in medical care "and
diagnostic services has mushroomed in
large cities giving rise to rank commercia-
lization, unethical practices, and negli-
gence. However difficult it might be, it
is necessary to formulate policies and
procedures to regulate and monitor the
private sector. They could include effec-
tive mechanisms for self-regulation, in
consultation with responsible . sections of
the profession.”

Given. the episodic nature and lumpy
cost of illness, insurance has a logical
ole to play in the financing of medical
care. . Government can promote poor-
oriented medical insurance in three ways
learning from Latin American and Chinese

- experience. Compulsory social insurance

can be promoted for occupational groups
in the organised and unorganised sectors.
Secondly, special incentives can be given
to voluntary agencies who provide health

_ care in their own institutions or through

participating doctors on the basis
of insurance. Thirdly, insurance can be
linked to decentralised health services
provided through local bodies.

Decentralisation is of crucial impor-
tance for promoting accountability, for
raising local tresources for the health
sector, and for giving content to the
objective of participatory health care,
The village health guides scheme intro-
duced by the Janata government in 1977
still covers only half the country.
Learning from the experience of the
last 15 years, a new momentum can be
given to this scheme in terms of both
coverage and effectiveness, Panchayat
'raj institutions must be given a clear
mandate for monitoring primary health
care, maternal, child and family weifare
services, health education, and water
supply and sanitation.

Finally, | come to the voluntary sector,

Voluntary agencies are the most encou-

raging aspect of the health scene in India.
They have grown in numbers and have
shown a deep commitment to health
care. They still, however, add up to a
relatively small proportion of total facili-
ties and ‘there are considerable varia-
tions among them in the magnitude and
quality of coverage, financial viability,
and sustainability of leadership. There is
much scope for vaoluntary agencies ta
work together, under the leadership of
the VHA! and otherwise, on two main
fronts. One would be for sharing
experience, promoting replication, for
the larger and established agencies to
help upgrade the smaller and newer
ones, and for organizing common
services such as training, action research
documentation, and fund raising which
can help the entire community of voluntary
agencies. The second will be to create
a common platform for lobbying and
advocacy. Despite much rhetoric, the
government’s attitude to the voluntary
sector remains one of benign neglect

| at its higher levels and often of in-

difference or hostility atthe field level.
Voluntary agencies have to work together
to bring about an attitudinal change.
Specifically, they must collectively
demand a reform of the archaic grant-
in-aid system. Net-deficit grants should
be replaced by fair and flexible propor-
tionate grants; grants must be concurrent
with expenditures; and audits and inspe-

ction should not be inquisitorial.
v

The agenda | have outlined would
natura'ly and logically follow from any
review of the health situation in India.
There is nothing that is startlingly novel
about it and few are likely to dissent
from it ona conceptual plane. Even so,
as | see it, its acceptance will notbe
easy because of two main reasons.
The first is that health does not enjoy
what might be called a natural political
constituency. It is difficult to mobilise



opinion for the better  provision of a
collective good such as preventive
health or sanitation because being every-
body’s business such things tend to be
viewed as nobody’s particular concern.
When it comes to curative services, its
clientele resort to them infrequently and
episodically, they are not like the regular
clientele of fair price shops or metro-
politan transport services. On the other
hand, the suppliers of medical
services can be expected to resist any
reform that is likely to affect their entren-
ched vested interests. They are mostly
urban, well organised, and articulate and
have considerable political access and

clout unlike the users who are mostly il

rural, poor, illiterate, and unorganized.

In these circumstances, generating the
needed political and administrative will
for reforming the health sector will not be
easy. It will demand- persistent and
energetic advocacy,  against the current
and at different - levels : with parliament
and legislatures, through pamphleteering
and the use of media, and mostimportan-
tly at the local level in the form of expos.-
ing, and seeking redress for, corruption.

maladministration, and commercialization, .

In recent years, environmentalists in India
have shown the way along these lines.
The voluntary sector in health has reached
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a size and standing where it can also
provide a similar leadership in building a

broad based alliance for health. We must,

however, recognize that it will not be
possible for any such alliance to desist
from politics and, when it becomes nece-
ssary, from confrontation.

Let me recall the words of Dr. B, C. Roy
in his Presidential address - to the All
India Medical Conference in Lahore in
1929. He said: “l have very definite
views on whether this  Association
should take up matters which, in common
parlance, are dubbed political. In India
we have never regarded the various
affairs of life as being in watertight com-
partments: politics, technically so called,
is intermixed with economic, social, and
medical problems. If politics means the
science of organization for the purpose
of securing the greatest good for the
largest number, | declare, we members

. of the profession dare not keep away

from politics.”’

If the politics of health in India today
favours those who stand in the way
of reform, by the same token, change
cannot be brought about except tHrough
political activism. In -the body politic,
as in the human body, natural imimuno-
logical factors have to be provoked into
a course of conflictual correction.

P

Book Review

Arun Ghosh, Planning in India

the challenge for the nineties

(New Delhi, Sage Publications, 1992 pp 287 - Rs. 240)

in early 1991, Arun Ghosh, who was a
member of the Planning Commission
appointed by the Nationa!l Front ~Govern-
ment under V. P. Singh published a series
of articles in the Economijc and Political
Weekly indicating the main features of
what would have been the Eighth Five
Year Plan 1990-95 had the V. P. Singh
government continued in office. The in-

* tention of these articles was ""to explain

to the people of the country at least the
substantive part of the philosophic app-
roach that informed the thinking of the
Planning Cammission of December 1989-
November 1990 vintage’’, The book under
review is an edited version of those
articies.

The ‘Approach to the Eighth Five Year

‘Plan’ discussed and approved - by the

National Development Council in October
1990 had laid out the basic philosophy
of the new plan : its main thrust was to

ensure that the mass of people in the

country had access to a livelihood by
participation in productive economic
Aactivity. In this sense it was to be a
departure from earlier plans, especially

the Sixth and Seventh plans of the 1980s

which had accepted the pursuit of aggre-
gate growth as the primary objective. By
the beginning of the new decade, it had
become clear that what was considered
to be the new growth path of the eco-
nomy in the 1980s was accompanied by
an alarming shrinking of the growth of
émployment in all sectors of the economy:.
including agriculture. Also, the high
growth of that decade, especially during
the second half under the new economic
strategy of the Seventh Plan was made
possible by heavy borrowing within the
country and outside with consequent
budget deficits and balance of payment
problems ‘which had made themselves
conspicuous by the end of the decade.

The task that the new government faced
was to correct these imbalances and to
bring about a directional change. It was
this change in direction that the new
Planning Commission was asked to spell
out.

The basic ingredients of the correction
process were quite clear., If the paitici-
pation of the masses in productive activity
was the prime objective, employment



generation, especially in the rural areas,
was to be the first task. This necessitated
specific designing of economic activities
in different parts of the country depending
on geophysical factors and specific
needs—a task that could not be achieved
through plans for centralised investment
decisions alone. Thus decentralised
planning emerged as the chief operating
principle. Consequently planning had to
be substantially de-bureaucratised and
decentralisation had to be effectively
democratised. A reversal had to be made
of the heavily import-intensive and
energy-intensive process of industrial
growth which was the main component
of the high growth strategy of the 1980s.

Based on the work ;that he and his
colleagues in the Planning Commission
did. Arun Ghosh works out, in 15 chap-
ters in the book, some details of such a
plan. Employment, agriculture and the
management of water resource, education
and health, balance of payments, energy
and ecology, pattern of industrial growth
and the financial implications of the plan
are the main issues dealt with.

it is impossible to touch upon all these
aspects in this review. - | shall take up a
few major concerns. The first has to be
the employment question. It may be re-
called that the Right to Work was one of
the election promises of ‘the National
Front in 1989. What it meant operatio-
nally had not been fully worked out. 1f it
meant something similar to the Maha-
rashtra Employment Guarantee Scheme,
the annual implication of it would be
something lik2 Rs. 13,000 crores, it was
-estimated. Witha GDP in 1989-90 of
~Rs. 4,43,000 crores why would that be
considered not feasible, asks Ghosh. He
-also reminds that the initial impact of the
- Fourth Pay Commission’s recommenda-
~tions . in  favour of the small minority of
' s salaried people in government and related
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areas was Rs. 9,000 crores. But the right
to work did not necessarily imply the
government assuming responsibility to
provide salaried jobs to all who desired
it, but only to ensure gainful opportunities
of work to all citizens, says Ghosh, and

- that depends on how the economy func-

tions, and made to function through
decentralised planning, whereby people
in each locality would accept responsi-
bility to design economic activity in their
own areas. Concrete examples of how
this would happen through local initiative
are cited on pp 228-29. The need for
area planning and to stimulate rural indu-
stries is also dealt with. Itis recognised
too that as against a 1.55 per cent per
annum rate of growth of employment in
recent years, it would have to become 3
to 4 per cent per annum if all are to be
gainfully employed by 2000 A.D., and
that this would require some . drastic
change,in the Plan strategy. However,
the recognition of magnitude is not mat-
ched by specific indications of how it is
to be achieved. Perhaps, if a Five Year
Plan were to be fully worked out along
the lines suggested, more could have
been expected. : -

In the people oriented planning agri-
cultural development and for .that
management of water resources play cru-
cial roles. Similarly village and small-
scale industries too would need to be
encouraged. Ghosh points out that for
the latter a major issue is to make credit

. available adequately and easily t’and

argues that the traditional and small units
do not require any special consideration
in this regard, but only something s{milar
to what the modern and large units get as
a matter of course from the financial
institutions., This is not to 'say that the
modern sector is to be neglected. Ina
programme of planned development

modern industries have a significant role :

steel, engineering 'industries, electronic

industry, petrochemicals and fertiliser are
specifically examined.

The chapter on balance of payments
documents the fact that what appeared as
a crisis in 1991 was not the result of the
happenings of the preceding year, parti-
cularly the Gulf War, but the deficits on
merchandise and current account pay-
ments which shot up enormously from
1984-85 to 1989-90 during which current
payment deficit as a percentage of GDP
had jumped from 1.2 to 2.6. This had hap-
pened during a period of a satisfactory
growth rate of exports and hence it was
clear that import surpluses and increasing
interest payments on growing borrowings
were the main causes of the crisis. Hencer
both the short-term and long-term solu-
tion to the problem called for a critical
re-examination of imports and foreign
collaborations. Ghosh’s conclusion s
“First, we should seek foreign investment
in all areas other than consumer goods
manufacture .. Where a reduction in costs
of production is an important objective.
Second, we should deliberately seek and

welcome foreign investment where
technological upgradation is an urgent
need.. ... The basic issue is selectivity”.

(pp 188, 189).

That shows that the directional change
that was suggested was not a plea to cut
the Indian economy from the world
economy. Neither was it against ““libera-
lisation”, whether internal or external. In
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order to capture the essence of the change
postulated: a comparison may be made
between it and the directional change
that is being currently attempted. Both
call for major adjustments necessitating
a period of adjustments of three to five
years (as is being frequently suggested
now) during which the results may
appear to be negative. Both call for
debureaucratisation and liberalisation.
Both welcame closer links with  the
global economy including a more positive
role for foreign capital. Both call fora
reduction in budgetary deficits. Itis
important to emphasise these aspects
that the two have in common. But then,
what is the difference? In the changes
now being attempted the basic consi-
deration is the profitability of capital,
the kind of alternative that Arun Ghosh
outlines in this book, the central issue
is the involvement of the mass of people
in efforts to ensure their livelihood.
From this perspective, the two are funda-
mentally different.’

The alternative policy package that
Ghosh indicates in this book deserves
careful and critical study. Itisa pity
indeed that before it could be nationally
debated something quite different has
begun to be implemented. But who
knows, the situation may change again.

C. T. Kurien
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'EDITORIAL - SOME HIGHLIGHTS

1.  General Economic Scene

State

Climate and Water

September witnessed a hot and dry
period particularly during the last fort-
night-with two consequences. First, the
state faces the perennial problem of the
two to four million acres facing water
-scarcity this season as in past seasons.
-This is - part of the problem that out of
the  state’s 13 million hectares, only 4
million hectares are under cultivation
-and even within this limited area only
~ 2.4 million hectares are irrigated through

- rivers, reservoirs and irrigation tanks

and various kinds of wells. It is this
situation which gives rise to the proposal
- for linking the peninsular rivers to solve,
. in a permanent and continuing fashion,
the problems of this water starved state.
This involves the surplus available in
‘the Mahanadi- (600 tmc) and Godavari
- 4715600 tmc) being let into the Krishna,
=si:nnar and Cauvery in the South. These
-ure long pending proposals which have

-<4IDS Bullstin, November 1992

-

not been favourably considered because
the lack of cooperation between the
states-who allow the water to flow into
the Bay of Bengal as the surplus water
from the west flowing rivers are waste-
fully discharged in the Arabian sea.
Second, though this state has faced a dry
fortnight, there have been plentiful rains
in Karnataka sothat the surplus waters
of the Kabini and Krishna Rajasagar
have been Ilet into Tamil Nadu., The
Mettur dam reached its full level of 124
feet on September 17, its capacity of
93,500 mcft having been reached,
calling for advance action floods in the
low lying areas along the Cauvery
in Salem, Erode, Tiruchi, Thanjavur,
Pudukkottai and South Arcot. Here-
the problem faced by Tamil Nadu is that

‘in some years (both last year and this

year) the rains in Coorg (Karnataka) are
so heavy that the waters are let into
Tamil Nadu. But in most years there is
not enough of the monsoon rains, so
that Tamil Nadu has to plead with Karna-
taka to release some 6-12 tmc of Cauvery
water, which does not geta response,



Here,," long term
tfoy:éf linking the peninsular rivers

“a#thdin’ view of the continuing dispute

with Karnataka over the sharing of the
cauvery waters, Tamil Nadu farmers must
be helped to revise their cropping
system and replace water intensive crops
like paddy and sugarcane by less water
demanding crops like millets (cumbu,
cholam, varagu, kavooru), coconut,
banana. This calls for incentives through
the system of support prices and the
restructuring of the - Public - distribution
system. These are within our competence
and will help farmers to earn a steady
income and avoid the kind of wide fluc-
tuations which they now face. Other
Matters that need to be avoided on the
waste of water invoived in loading the
crops with more water than what is neces-
sary, more use of drip irrigation and the
kind of oil slick which was caused by
spillage of keroséné during transhipment
“and which called for salvage and recovery
operation by the cast guard and possible
call for help from the Maharashtra Pollu-
tion Control Board and the UK Seven
TrustWater Authonty ‘

Urban Development

Tamll Nadu is the second most urba-
msed state in the c0untry There is need
‘to plan this growing urbamsatlon in order
to prevent urban decay of the core areas
of Madras Conmbatore and Madurai etc.
‘and arrest the. further proliferation of
slums. .One |mportant way forward is to
build satellite townshaps around the main
metropoman cities of Tiruchi, Madurai,
,01mbatore and Madras. In addition the
‘fast developmg townshnps of Tiruppur,
the major textile and hosiery exporting
centre, Vellore which has many archaeo-
loglcal landmarks and Cuddalore fast
..evelopmg as a fishing and sea side
centre_need - qnf:astructural facilities to
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accommodate their expanding population
and the rural inflows that they are receiv-
ing. For this purpose it is essential that
the business houses join with government
to develop in the state the type of
infrastructure, Leasing and Financial
Services, that Bombay has and which for
the present can be used by the state to
develop these centres. Part of the infra-
structure needed is roadways — main-
roads, bylanes, highways and ring roads
around the five major metropolis referred
to earlier, so that traffic moves smoothly
with the minimum of stoppage and
blocks. Apart from Madras, Madurai is
developing a 27 km ring road with the
financial aid of the World Bank and a
similar facility is now urgently needed in
Coimbatore.

State Budget {

In the short (1 week) session of the
Assembly meeting at September end. the
problem of the state finances stand out

as a cause for some worry. The finance. -

minister computes that the state will end

the year with a deficit of over Rs.800

crores. This means that there hasi to bs
some belt tightening of which there are
no signs. The government’s populist
spending spree continues unchecked with
the announcement that by October 15
there is to be- distribution of, ;2.3 lakh
dhoties and 1.30 lakh sarees under the
free dhoties ~ saree scheme of Jast year
(see Vol. XX!I p. 231). . Similarly -the
government has announced a Rs, 6 crore
scheme of nodal villages in all districts,
which will quicken the pace of | inﬂatlon
Another problem area is the revenue dues
to government which in 1990-91 amoun-
ted. to Rs, 508 99 - crores of which
Rs. 390.11 crores represented uncollected
sales tax. In this connection there is no .
evidence of the tightening up of goverpas
ment tax collection . procedures. The

- containing - 7011

- Comptroller and Auditor, General in his

report calls attention to several lapses in
tax collection : . ¢} As on June 1, 1991,
200 inspection reports issued in audit
.objections involving
Rs. 61 36 crores are pending settlement :
b) of the above 1312 reports with tax
dues totalling Rs. 24.52 crores have been
pending for 5 years and more :. ¢) des-

. pite recommendations by 4 government

committees against grant of exemptions
in sales tax, the number of notifications
issued for exemption or concession has
increased from 61 in April 1959 to 600
in March 1992. In one case the delayin
timely renewal of concession intended to
boost sales and revenue resulted in tax
losses of Rs. 66.12 lakhs. In one public
sector company, the state government by

“issuing an executive order in 1984 waived

with restrospective effect, sales tax
amounting to Rs. 25.5 crores payable for
the period 1-4-80 to 21-1-86. This kind
of leaky tax administration and lose
budget management needs correction in
face of the large deficit facing
the = government this vyear: d) of
Rs.7597.86 crores authorised by the
Assembly for expenditure in 1989-90,
Rs. 366.46 crores were surrendered of
the consolidated fund, as unspent : and

e) supplememary grants obtamed during’ »
‘the last 5. .years rangsd from : 15 to 41

per cent of the original budget provisions,

‘provisions surrendered ranged from 14 to

65 per cent of supplementary grants
voted, and the actual expenditure resulted
in a saving from 15 to 67 per cent of the
supplementary provisions. showing that
supplementary demands are poorly bud-
geted and tend to be grossly over-
estimated.

Power

’. CEAs announcement of the deficit of
11,167 MW in Power and the 195 per
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cent in energy during the current yearis
not surprising as it is part of the‘perén- ‘
nial power shortage facing the country
leading to the hiking of the power
pricing in Karnataka resulted in INDAL
closing down its aluminium smelter plant
in Belgaum to avoid paying an additional
Rs. 24 crore (according to its report), as
well as the delay in the entry of the
foreign companies which are ready to
enter and operate in the power sector
(in addition the companies object to
supplying the power they generate to
SEBs which are to collect the dues from
the consumers and pay the companies).
This power deficit situation calls fora
series of ameliorative actions by govern-
ment including : a) allowing coal tobe
imported with the total waiver of customs
duty recommended by the Southern
Regional Electricity Board to overcome
the shortage of supplies to thermal
stations : b) exploit to the maximum the
record storage in the southern andin
particular Tamil Nadu reservoirs, the
Tamil Nadu storage is 2272.5 million
units against a total capacity of 2393MW
and the plentiful hydel reservoirs which
has Jed to withdrawal of all load shedd-
ing, c) follow up promptly and vigorously
the Rs. 210 crores foan from the World
Bank for leasing and sites to prospective
private or public sector companies for
setting up minf hydel plants at canal falls
push up the
plant load factor from the current 68.1
per cent to 72.38 per cent as envisaged
by the end of the X Plan, which along
with improvement in investment use
in electricity generation and distributing
the improvement in systems and psak
load factors and 92 per cent reduction
in energy demand by them and various
moves for conservation of energy, -all
of which could bring more supply in
line with demand,
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Inflation

The state of inflation in August was
~a 0,1 per cent;
index standing at 226.7 on August 29.
As forecast in the lastissue, the annual
rate of inflation ~ however fell to 9.12
per cent dunng the week ended August
1 (in the last issue its decline to 9.3
“per cent on July 25 was noted). As on
September 5 the rate further fell to 7.6
per cent and at this rate the governments’
prediction of single digit inflation and
its IMF commitment to bring the rate
down to 90 per cent in 91-92 (which
in effect was 13.3 per cent), and 8to
6 per cent in 1992-93 seems now to be
coming true. And the government states
.that the price rise of essential commo-
"dities is not the primary cause of the

the wholesale price

inflation as has taken place and puts
computation that 29 of those essential
commodities with a weight of 23 per
cent in the index contributed only 3.20
per cent out of the total inflation rate of
10.90 per cent as of mid July 1992. But

- the inflation situation is more serious

S counts

than the above data indicates on several
‘a) the consumer price index for
industrial workers has risen by 3 per cent
to 247 in July : this rather than the WPI
shows the real face of inflation which
affects the common man: the ' table
below graphically illustrates the difference
between the rates based on WPl and
CPI”; the high rates of inflation of CPI

- compared to WPI and the oppressive rise

for agricultural workers may be noted :
b) the single digit inflation rate which is
declining to 7.6 per cent on the basis of
the latest data is on top of the double

digit inflation rate which peaked at15
per cent last year : !

| ‘Monvth‘_‘_ WPI i) Industrial - CPl " ii) Industrial iii) Agriculiura
Feb. = 92  12.9 per cent 13.4 per cent 13.0 per cent 20.8 per, cent
Mgrch 92 | 13.6 pgr{ cent 13.9 per cent 13:6‘ per cent 21.9 pe;‘r:i cent
Apnl ' ,_9'2‘  13.8 per cent 14.4percent 135 per cent 32.6 pe:rf cent .
May 92 te 1 3.9 perﬁcénf- 7 ?4.7 per céht = 14.0 per cent 23 9 per cent
;Juné 92 _ ,.,‘,13,;0‘ per céht ‘12.9’per cent ‘ 13.é per cent 21 9 per cent
iJuIy ‘ 92 1QL7 per cent "13.1 per cent - S G
August 92 ué;S.per,cér;t | o | L ?; )

[ .

) the 18 per cent’ rise in petroleum
product prices (addmon of Re 1 per
htre for petrol ‘and diesel and Rs. 15
‘a cylinder for LPG) and ‘the follow up
rise which will""follow railway rates as
well “as -the increase " in procurement
support prices for different crops which

< are being announced in September have
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_not yet had thenr impact on pnces:i The

government’ hopefully states that' the
steep_hike in petroleum product prices
which will fetch Rs. 6000 crores in a full
financial year, reduced to Rs. 4000 crores
because of some concessions and will
bring Rs. 1800 crores this year, will
cause only a 2 to 2.5 per cent rise in

prices. This is an under valuation and is
not based on the alleged ‘'widening
deficit of that industry”, nor is its justifi-
cation that “"the current prices do not
recover the full costs of operation”
factually accurate : e) it will be instruc-
tive to see if the government forecast
that even with all these price increases
the inflation rate will be a single digit
one at 9 per cent at the end of the
financial year.

Budget and Stock Exchanga

There is much to be said to prepone
the presentation of the Annual Budget to
Parliament by a fortnight. as is proposed
by the government. This will give the
parliament a little more time to study,
reflect over and debate the budget. But
thefe are two issues which need to be
faced and which the additional fortnight
that will become available to parliament
will not really help. The first is theneed to
review and discuss in depth each major
demand. This cannot be done by the
whole parliament, as there are too many
members (over 560) to provide a meaning-
ful debate and the appointment of speakers
by party is really not very relevant to the
subject matter being reviewed. Hence
there is need for parliament (Lok Sabha)
to set up a number of standing com-
mittee (around fifteen) to really go into
each demand carefully and not allow the
government party majority to vote the
demand routinely, A small step in this
direction has been taken in setting up
some parliamentary committee but there
need to make them standing committees
and their subjects and terms of references
decided and approved by parliament.
The second issue is the issue of secrecy
of the budget. This really amounts to
springing a surpris2 on parliamant and
the . constituencies that the members
represent as well as labour and manage-
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ment groups with regard to the budget
and its various parts - taxes, exemptions,
market borrowing, plan and non plan
funds etc. There is no need for this
secrecy which is a colonial legacy and
can be'done away with. Onthe otherhand
the full and free discussion of the budget
in the standing committees of parliament
will give it really much fuller support by
the people, close some of the loopholes
for tax evasion and getting round some
of the other provisions and make for
fuller budget implementation. The other
budget issue raised this month is the
decision of the government to revise the

additional DA and bonus totalling
Rs. 1600 crores. This decision is both
untimely and expensive, It is untimely

because the Patnaik Committee of the
National Development Council has sub-
mitted its report on various programmes
of austerity to meet the financial crisis
faced by the country and the government.
And one important recommendation was
that all DA should be frozen this year and
any bonus or other payments paid to the
employee's Provident Fund. This impor-
tant report was to be debated by NDC at
the end of this month, but that meeting
was postponed indefinitely in order to
make these payments. The decision is ex-
pensive in that the government does not
have the resources to meet the Rs. 1500
obligation and will be reneging on one of
its other obligation, probably a Plan
activity which is the usual sacrificial goat
to meet the non plan revenue expendi-
ture. If the austerity recommended by
committee is not implemented, the Vil
plan will have to be cut and the states
will have to mobilise as additional
Rs. 40,000 crores (R3s. 8000 per annum)
which is near impossible. The stock
exchange continues its wide fluctuation.
In August, the BSE equity index which
was 2523 on August 6, shot up to 2788
on August 11, fell to 2750 the next day
‘and went up 93 points to 2889.08 on



August 17, in September it shot up
by 120 point to 3420 on the 10th and
fell by 109 points to 3274 on the 21st.
These are the results of insider trading,
market manipulations, price rigging and
other frauds, full support should be given
to SEBIi's effort to get stock exchanges,
banks and the secondary market to evolve
an internal code of conduct setting forth
procedures, checks and balances in these
institutions to counter these mal practices.

Economy

One of the results of the proposed
parliamentary reform (through standing
committees) would be that we and the
ministry of finance would not be caught
by surprise in mid year by the fact that
external receipts in the form of loan were
inadequate to meet the country’s
servicing obligation during the first
quarter of 1992-93 leading to the .draw
of Rs.11 crores from the capital stock to
finance the interest payment burden of
Rs. 768 crores. This practice is in vogue
for servicing of interest on internal debt
and the resulting RBI study warns that by
1992-93 incremental borrowing will be
needed to cover interest liabilities. This
is known as the debt trap. Since 1990-91
on commercial borrowing there has been
a revenue flow as the 1991-92 Economic
Survey reported, now the addition to the
foreign debt stock (the loans and aid)
does not cover interest- payments. In
this situation there is only one way out:
to reduce our external borrowing and
increase exports so that they can service
our debt. The functioning of the
economy, on which the export performa-
nce depends is not satisfactory. The RBI
annual report estimates that the 1991-92
GOP growth will be less than 2 per cent
and on 'it, on this low base the
Planning Commission estimates that the
current year (1992-93) growth rate will be

- MIDS Bulletin, November 1992

- 80s in poverty reduction.

486

around 4.5per cent. Itis hoped that the end
of the Plan will record 5.6 percent, based
on the improvements in the export and
industrial fronts. This is needed to avoid
the debt trap in regard to our foreign
obligation. The external evaluation of the
economy (by the World Bank and IMF) is
a mixed bag, with the IMF stating at its
Annual General meeting that India has
concerted the unprecedentsd crisis with
an exciting opportunity, while the Bank
pleading for the closure of the bankrupt
state run industries and the means of
pu.\:shing forward urgentiy needed agri-
cultural development for which an agricu-
Itural policy should be formulated and
executed. There are also serious lacks on
the tinancial sectors, only 7million persons
of 850  million pay any form of tax and
where banks are not spearheading indus-
trial and agricultural development. On the

other hand, the Bank. like UNCTAD, is

frank in stating that its loans of a record
of $.2.53 billion will help the country’s
market friendly reform and structural
adjustment will bear heavily on the poor
who are vulnerable and will be hit by
rising basic food prices and growing
unemployment. In fact there is-a warning
that atleast in the short run there wiil be
an erosion of the small gains made in the
The ! UNCTAD
study points to the adjustment policies in
the il world leading to poor performance
of the economies. As cf riow the official
policies do not reflect these concerns and
atleast the 19$3-94 budget now under
preparation should take these warning
into account,  For this the base is weak
as the third interim report of the Janikara-
man committee shows how the portfolio
management schemes were used by the
banks to escape the interest rate disci-
pline imposed by RBI, how brokers made
money at the cost of the bank through
the device of the off the books obligation.
The report, however, does not set forth

ihe offences which are punishable, not
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does it deal with the question of where
the missing thousands of crores have
gone resulting from the abuse of the
portfolio management schemes bybankers
and public sector units, will the JPC
fill in these gaps left by committee
and the police or will it be a hind-
rance ‘to the Janikaraman committee
and ~ police completing their enquiry
and identifying not only the guilty ones
but where the missing monies have
gone. _This will aiso help in
implementing the Chelliah committee
report, the final instalment of which was
given to the government at the end of
August, and its proposals for comprehen-
sive tax reform. There is a good case
for taxing agriculture, starting with the
earnings of non farmers. Agriculture
income above Rs. 25,000 p.a.are to be
clubbed with non agricultural incomes
and taxed. In line with the new policy
of inviting foreign investment, a lower
tax differential between domestic and
foreign companies is recommended along
with avoiding double taxation on fees
and persons serving in India beyond a
certain number of days. Further, a gene-
rous value added tax is launched. Some-
what unnecessatily the rate of corporate
tax for domestic companies is to be
reduced to 45 per centin 1993-94 and
to 40 per cent. In 1994-95, abolishing
the surcharge. The general depreciation
on plant and machinery is retained at 25
per cent, interest tax abolished and the
continuance of the gift rax with an
enhanced exemption limits. A very
valuable recommendation is for the
governraent to give up the practice of
introducing changes and conditions in
each year's budget, limiting itself only to
structural reform as per a given agenda.
To reduce the over action to credit, it
recommends that the action of the con-
cerned officer should be final for the
assessee and a restructuring of the
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systems of identifying tax payers and
continuance of the summary assessment
scheme correcting its errors and inadmis-
sible claims and levy of additional tax.
It recommends postponing the scheme for
the single direct tax code till the current
legislation and its recommendations have
been operated and stabilised. It wants a
comprehensive information system to sup-
plement the system of searches and
seizures and wants the VAT systems to
be based on invoice values. Its sugges-
tions for dealing with corruption in the
revenue service are normative and so
privatisation and sound training really are
the key to it. The report has covered the
ground rather thoroughly and most should
find a place in the 1993-94 budget. ltis
not only thorough but a workable system.
Accepting the ground realities the com-
mittee has made solid improvements to
tax reform. Despite the care and realism
with which the recommendations have
been made, there will be powerful lobby
mounted on some matters like the agri-
cultural tax which the agricultural ministry
is heading. Some suggestions like the
abolition of the post of revenue secretary,
and modifications proposa!l in the appeals
system may call for opposition from the
revenue officials. But this should be
firmly met. The report schedule should
be implemented, despite the gaps and
lacks in its suggestion such as sugges-
tions for checking tax evasion and the
fast growing black money, the means of
improving the elasticity of tax revenues
and the identification of new areas of
taxation which it was required to suggest.
Another useful pointer relating to tinancial
companies is the A. C. Shah working
group report set up when the securities
scam was at its peak. It has recommended
a status for financial companies equal to
that of the banks and a sound regulatory
frame for non banking financial companies
along lines suggested by the Narasimhan



committee, with stress on prudent norms
and not more regulation. The suggestion
that only those companies with net owned
funds of Rs. 50 lakhs and over need to be
given regulatory authority to raise deposit
is sound. Only the cut off limit of
Rs. 50 lakhs is too low given our rate of
inflation. Also the nature of the business
of companies has been overtaxed, parti-
cularly as now factoring, venture capital
financing and foreign exchange brokering
and how they can be accounted. The
two and half years allowed to the finance
companies to achieve capital adequacy
is rather liberal. But the suggestions
made to help them attain the norms are
goaod and useful and are in line with the
Nadkarni recommendations. RBIl in its
annual report recommends against lower-
ing bank lending rates till inflation is

~under control, and a cautious approach
to full convertibility and a relief on
government borrowing. Against this, the
three tranches of borrowing is now com-
plete, with Rs. 3469.16 crores for 24
state governments (14 states have earlier
raised Rs. 1069 16 crores) and the union
Rs. 5500 crores.

industry

The guidelines for foreign investments
in Indian markets and effecting "an initial
registration with SEBI, with the right to
invest in all securities traded in the
primary and secondary markets along
with attractive tax concessions, raise
questions of whether these will really
attract foreign investments. There is one
limit of the total investment by all foreign
institutions investors being limited to 24
per cent of the issued share capita! and
so fears expressed by some that these
~guidelines open the flood gates for
foreign investments is without substance.
NRI investment policy has also been
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further reiaxed, exempting their share
transfers from NRI.- SEBIls forecast that
$2 billion will flow in by November 1993
is a little optimistic but its promise to
give authorisation within 10 days will
certainly encourage foreign investors
who, since the new government set forth
the new industrial policy, have invested
Rs. 1953.64 crores (with that in 18
months). There are other measures
being taken to stimulate industrial growth
which according to CSO rose by 3.6 per
cent during the first quarter of the year
such as the decontrol of phosphatic and
potassim fertiliser prices and supply. This
has led to 60 to 100 per cent increase
in phosphatic and potassium fertiliser
prices but also a 10 per cent cut in urea
prices. "in the same category is the bill
which enhances the efiectiveness of the
Board of Industiial and Financial Recons-
truction and the removal of some_ambi-
guity is the Sick Industrial Companies
Act. This will not only deal effectively
with industrial sickness but also help tu
evolve revival packages for sick units
within a time limit of 5 years.  For this
the Board needs adequate budgetary pro-
vision, All these and other provisions
have enabled industry to record+a 4.1 per
cent growth with a good possibility that
this -may be sustained during 1992-93.
There are some problems. One is that
foreign investments is still only a trickle,
which is not due to faulty policy which
is constantly being revised as'noted, but
due rather to governments inability to
identify and cater to forces that demand
foreign investments as seen in the trans-
action costs theory as so well practiced
by China. Another problem area is that
at a time when industry is locked up to
promote the much needed exports, the
ministry of commerce is taking action
against 250 big firms including some
large business houses, for having failed
to meet their expoit obligations. In many

. it has no

cases, the large companies like Air India,
Handicrafts Export House, Hindustan Ex-
ports, Textiles Ltd.,KV Archanaltd.Modern
Syntax, Universals came to the Controller
of Imports and Exports and asked for
exemption or extension. What is needed
is for the rule that defaulting companies
be referred to the enforcement to the cum
adjudication ' branch of the CCI&E for
the award of fiscal and criminal penal-
ties. With our exports in the perilous
state that it is, there can be no condoning
in regard to large companies not meeting
normal export obligation. One other
problem is that the new industrial policy
has not helped the percolation of
industries to the backward areas as most
industrial approvals have gone to the
highly advance sectors in the country.
The new policy’s primary objective was
to give a boost to the integrated develop-
ment of under developed regions. All
the plans and pep talks on incentives to
set up units in backward areas has not
produced results as the analysis of appro-
vals shows that 95 per cent of the 5762
approvals given till June 1992 have gone
to the pockets in each state which have
already reached an optimum level of
industrialisation. What is equally troub-
ling is that the union ministry says
idea of how to correct this

situation.  Further, with the practica)

‘ withdrawal of all union aid for dsvelop-

ment activities, the union has no real

role now in thismatter, Finally a quas-
" tion may be raised as to the desirability
. and correctness of the RBI changing its
- procedure on the utilisation of profits in

1991-92 with a view to transferring a

_ large surplus to the union exchequer
. for increasing its non tax revenue. Now

ilhisprocedure has increased transfer
. from Rs. 380.crores in 1990-91 to
Rs. 1500 crores for 1992-93. Thisis

highly questionable.
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Public Sector enterprises

The major issue now is the disinvest-
ment of the public sector equity. There
should be general agreementin parlia-
ment that the disinvestment will not be
undertaken to meet budget deficits and
needs. This will enable a well thought
strategy both for the sales and use of
the proceedsto build new capital assets
or scale down domestic and foreign
public debt, possibly a mixture of both.
In this connection, it has been proposed
to set upa Disinvestment Corporation to
monitor PSU equity sales which will
restare public confidence which has been
setiously affected by revelation of the
Janakiraman committee on the scam.
The Corporation assisted by a panel of
experts to evaluate the shares offered
will fix the price of the shares on the
basis of advise from a consortium recog-
nised financial institution. This will
ensure that commercial judgement rather
than bureaucrat dictal is used in this
commercial deal. Finally, in order to
ensure disclosure and transparency, the
PSU equity sale will be made through a
public issue in accordance with SE norms,
This will make PSU shares sales open and
fair, like UTI shares and will ensure
broad based ownership of disinvested
equity, while the reservation of the 15
per cent of ‘share for them . will give
public sector employees a stake in PSU.
The crucial problem will be control of
the proposed Disinvestment Corporation.
The Corporation should avoid the errors
to the deregulation of Air India and
Indian Airlines by making disinvestment
precede deregulaticn. The Government's
alternative proposal to offer shares at a
preset price or to a select clientele seems
to be moving in the second direction
with the invitation to SEBI to identify
about 100 clients who will participate in
_the auction to be held early October. A
certain per cent of shares will be reserved



for workers, In this proposal the dangers
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of cartelisation and favouritism will need .

to be faced frankly and dealt with.

National Production Front
Steel

The steel scene in September raises the
question of whether the piling up,of
iinventories - both mild steel at Rs. 1300
crores and special steel at Rs. 700 crores
- calls for corrective action before other
production and distribution issues, as
this is a major factor in the Rs. 20 crore
loss reported in the 4 months, April-July
1992. The special steel poses a parti-
cular problem as the cost atthe Salem
plant is much higher than those of the
private sector plants, so that Salem steel
can study and adopt some of the techni-
ques and economies of the private sector.
Even on steel pricing, there is some
question whether the decontrol should
have been followed so soon and so fast
by the price rise - which has reduced
demand and  led to piling up of
stocks. ' Similarly the spectacular growth
of.the sponge iron sector from nil in
1980 to 4.5 lakh tonnes capacity of coal
based public sector plants, plus 2 lakh

the steel scene. At long last SAIL is
setting up joint sector power generating
companies to feed Bokaro and Bhilai and
other consumers in the region. This was
long over due as their absence placed
steel plantsin a very unfavourable posi-
tion due to shortage or cut off of power
generating companies to feed Bokaro and
Bhilai and other consumers in the region.
This was long over due as their absence
placed steel plantsTin a very unfavourable
position due to shortage or cut of power

.from external services like DVC, SEB vis

tonnes of coal based private sector plants -

and 20 lakh tonnes of gas based plants
under operation or installation also call
for 'some -careful ' thought, regarding
government policy on import .duty on
steel melting scrap - which” went from 356
to' > 10 per “cent rather:.suddenly when
international prices of scrap were falling
leading .to " the landed. cost of imported

" "steel scrap becoming much less and the

domestic producers facing falling demand
and building up of inventories. In fact
" this imported industrial input is depended
on international prices which need to be
taken into:account in :fixing domestic
official policy. One other comment on
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- most

a vis steel production in- other countries.
Now with the setting up of the joint
sector captive power companies, SAIL's
dependence on external power utilities
will be decreased resulting in both
economy and steady expanding produc-
tion. i

t

Crude

The rise in petroleum prices already
referred to has effects on the economy,
particularly the oil using sectors, and on
the rate of inflation which will become
clear in a few months. Given these facets

and the fact that domestic crude produc-

tion is just a little above the half way
mark, 28 million tonnes against the
needed 54 million tonnes,
urgent need in this area is to expand
crude production. Government has
offered 43 oil and gas fields, of whlch 31
are small sized, to foreign compames and
will be closing the bids on December 31.
Foreign oil majors which are ﬂoocimg the
crude production market in Chifa and
Vietnam are not queing up to take up the
Indian bid." This is also true of the Indian
private companies. 'This demands atten-
tion now, not only to make our condi-
tions as attractive as those of China, but
important to cut:. through the
cumbersome bureaucratic  procedures
which ONGCs tendering system repre-

the most

sents. To cut through this red tape and
keep the bureaucracy under control,
should there be a national petroleum
policy or Code for crude production app-
roved by parliament. All ways to boost
supplies need to be explored, particularly
to follow up the long awaited attention
to break the ONGC-OIL monopoly of
purchasing oil abroad, which should be
followed up with giving the private sector
companies not only the power to pur-
chase crude but also enter into counter
deals to purchase the oil with products
produced by the sector and demanded by
the oil producers.l; Russia is a major
potential counter trade supplier and
wants immediate payment which the
counter trade can meet. Also why should
not the new refineries being set up in the
private sector be allowed to import the
crude they need from the foreign market,

which will not only enable use of counter -

trade but also at a lower cost.

Coal

With the decision to lower the import
duty on coal from 85 per cent to 30 per
cent in order to help the power plants,
particularly in the south, the logan of
the duty acting as a block for the import
of Australian Coal which has much lower
ash content than Indian Coal has besen
broken. But this is only the first step.
With the huge coal mines and coal reser-
ves, the only reason for the duty is
relative inefficiency of the capital and
labour used in the mines. These need
improvement and the plea from the south
that the duty be reduced to 5 per cent so
that it is revenue earning and not a prote-
ctive factor should be given careful
consideration. Also the large investments
are being made in CIL mines by the power

multinationals in order to ensure high -

quality coal to their power plants; the
same ends will be met by the coal ware-
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house that the multinationals are setting
up. For all this the multinationals are
permitted to open coal mines which they
are doing but they should not accept the
ministry’s suggestion to vast management
control in CIL and ownership rights with
the power companies. That will continue
the present inefficiencies and serve the
interest neither of India nor of the
multinationals.

Agriculture

With the good monsoon predicted and
realised, (by the start of September the
rainfall received was 92 per cent and 29
out of 35 meterological subdivisions have
received normal or excess rainfall), three
questions arise. The import of 10.05 lakh
tonnes of wheat of which the first con-
signment of 35,000 tonnes arrived _at the
Madras port in early September is really a
precautionary action : the 1992-93 rabi
target of 29.75 million tonnes which is
4 million tonnes higher than last year is
likely to be realised because of the wide
spread rainfall in the wheat growing
states. There is no need for further
import of wheat. The second question
relates to jowar, an inferior cereal whose
price for.the first time rose higher than
that of the superior cereal, wheat, paints
to the need for a revision of the jowar and
coarse grains price. With the good rains
and the prospects of substantially larger
jowar harvest, inflationary expectation
are dampened. But the need for a new
policy is still there, First, the concentration
onrice and wheat ensures that the price of
coarse cereals will always be low because
consumers are supposed to prefer wheat
to jowar, if given a choice. But the rise in
jowar prices showed that this year's mini-
mum demand for jower must be met. The
market meets this demand through higher
prices encouraging the cultivation of a
larger area but this corrective hits the



poor and the food policy, Second and on
top with PDS neglecting jowar and coarse
cereals, the poor are deprived of their
share of food subsidy. Third and again,

therefore are effective food management- -

system calls for non price incentives to
increase production of coarse cereals.
Given the fact that only 5 per cent of
jowar and bajra lands are irrigated, a rapid
rise in their output calls for better R&D in
dryland farming and increase in the avai-
lability and distribution of quality seeds.
Fourth, all this means that we should
“grow more coarse grains because it costs
less, requires a lower food subsidy and
are needed for poultry whose products of
egg and chicken are not only in strong
export demand but also are source of pro-
tein for the non rich. The third issue rela-
tes to the sharp rise in the procurement
prices of all kharif crops-rice, jowar, bajra,
‘ragi, maize, pulses, groundnut and cotton.
The hike is some 15 to 26 per cent above
last year but also particularly in the case
of rice well above the price recommended
by the committee on agricultural costs
and prices. The reason given for this
‘rise is to compensate the farmers for the
excessive rise in prices of phosphatic and
potassim fertilisers noted earlier. This
does not make sense because the season
for applying these fertilisets are over,
Second ‘higher prices are not necessary
to procure more of wheat or rice.  Wheat
is” procured directly from farmers and
most - rice is procured as levy on mullets
and whole sale trader. So even a low levy
price does’ not matter -to them as they
can make up on their free sales.' Third, the’
price’ “hike will spur -inflation and if this is
done because the rates of inflation besn
; actmg ‘as a sop to farmers.  This may
spur them to mcrease paddy production
- but at the nsmg inflation, ~ takmg the
commodsty out of reach of the poor and
.- lower middle classes; Fourth, as noted in
the case of jowar earher. what promotes’
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production are not prices but non price
factors like irrigation and extension. Fifth,
higher prices make even inefficient farms
— reducing the incentive for factor to
move to higher productivity area. Sixth,
the extent to which higher prices are a
subsidy to agriculture from other sections
of the economy, therz is a shift from an
explicit subsidy (on fertilisers) to a impli-
cit subsidy. Finally, not only is there a
clear need for the use of non price incen-
tives increase in quality of paddy, there is
need to examine the food stocks that are
being developed which alternate onty bet-

" ween wheat andrice and is reflected in

PDS ration cards. Surely coarse grains
which is not a priority for PDS is a
more cost effective means of meeting the
needs of the poor than increasing paddy
procurement through prices and further
strengtheningthe demonstration sequence.

i

Foreign Trade and BOP

The September report on the trade
figures released by the commerce m?mstry
shows that as against the export growth
rates of 9 per cent . promised. to IMF for
1992-93;
show a growth of less than 1 per cent.
And as imports showa growth rate of
23 9 per cent, the trade deficit has jumped |
to $2121.71 million (compared to $770 50
million) during that period in the prevuous
year. In rupees tarms the data is . even
more  depressing with’ exports at
Rs. 15'662.44 crores and nmports at
Rs. 21,634.64 crores and the defncn ata
massive Rs 6072.20 crores. In past ssues
the .good export performance of indust-
rial items were highlighted: and in two
months also textiles” types, plantation
crops, cérpets. have done well. Further
exports to the general currency area
grew at 9.69 per cent at $5209.99

“miilions compared to $4762.77 million

the first four months April;July“

during the first four months of 1991-92.
The further export incentives like the
new advance licensing scheme for
ready made garment exports and the
boost given to counter trade with C.S
units * by government have not really
borne any effect. On the other hand, as
earlier noted, over 250 large firms are
lagging very badly in their export obli-
gations and this include some public
sector undertakings and till this is
corrected exports will be behind making
the servicing of the foreign debts and
correction of the balance .of payment
deficit more and more difficult., And the
international situation ' is not making
for export expansion. The turmoil in
European currency market, with the
Pound and Lira being allowed to float
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and the Spanish Peseta devalued, has

introduced uncertainty in the export
trade, the forward premium rate based
on interest rate differentials fluctuating
widely-in fact the short term interest
rates are not holding on to their position
even for a minute.. The floating of
British pound, which in effect is devalu-
ation of around 10 per cent now intro-
duces serious uncertaintiss in some
export trade lines lines like tea which is
effect is devaluation of around 10 per
cent now introduces serious uncertainties
in some export trade lines like tea which
is mainly in British pound. The sharp
fall -is value of the pound has thus

‘adversely affected Indian exports. The

Rupee has appreciated in value vis a vis

‘the pound as a result of which expor-

ters have to pay more rupees for the
same goods and are losers. This erosion
of - foreign currency has been occurring
since April, the Rupee has appreciated
against all major currencies. The Dollar
tor instance today fetches only Rs. 27.92
and the good effect of the development
is that the black market for Dollar has
gone and this havala market is non
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existent now. But unlike US and
European economies, the Indian economy
cannot take these sudden shocks, parti-
cularly asit sends up our large dollar
bill, So we can only hope for an early
restoration of stable conditions in the
European market.

Aid and loans

In September 4 loans from the World
Bank and ADB, along with a credit from
a new source, global environment
facility, three loans from bilateral sources
and a $500 million surplus credit nego-
tiated by BHEL from a private inter-

national financial Institutions should
be noted. Some features of India’s
foreign indebtedness emerged. First as

noted earlier, the loans and credit made
available to India are not adequate to
service the foreign debt, thatis to pay
the interest due on them. Second,
against the increasing interest payments
repayment of principal during April-July
of this year, there is a 44 per cent decline
in external aid receipts shows that the
period of concessional credit is slowly
disappearing and the Indian economy
must prepare for this, Third, India has
emerged as the major borrower from IMF
due to the adoption of fund supported
adjustment and economic policies.
Fourth on top, iIndia is now negotiating
with IMF for a large loan of $7 billion,
the justification for which will be known
only when the Finance Minister who is
negotiating the loan comes back home.
On the face of it with adequate foreign
exchange reserves and the economy and
exports expected to increase, it is difficult
to see the reason for this massive loan.
Finally, despite the surge in imports and
the widening trade deficit noted earlier,

. the country's foreign exchange reserves

have remained stable so far. Though
imports rose to $5.5 billion and the trade



gap widened to $1.5 billion in April -
June and a further increase in April-July
and with: no immediate possibility of

imports contracting, foreign exchange

reserves rose to $6.3 billion on August 21
which was $900 million higher than the
$5.4 billion in April. ’

International
World Bank and IMF

Towards the end of September, the
World Bank and IMF had their annual
maetings when their Annual Reports were
presented. - These two- Bretton Woods
institutions founded to help the develop-
ment of united family of nations, who
now number 173 in their membership,
are being helped in development. They
think that the way to development is to
replace the system of regulated cen-
tralized planning with a free market,
Both the validity of this theorem and the
condmons attached to the transition raise
many questions, . some of which are
faised by the mstrtutrons themselves.
The World Bank annual report emphasises
its explrcrt acceptance of poverty reduc-
tions. which .is good news to. the world
with over’ a brllron poor But Thrrd
World government are however maore
worned _about the World Bank and IMF
not. gomg about the _task of poverty
vreductron . The govenments are today
less concerned about the limited resour-
ces. m the aid that they are recervrng and
are’ more concerned about the . severe
condrttons set This is seen, for mstance
in_the discussions -of the Group of 24,
during the IMF - World  Bank. meeting
where the tough and hard »conditionali-
»tles _were discussed - "and deplored,
. though later both the interim_ committee
of IMF_ and the.. development commtttee

of the World Bank endorsed them. Why

-'shouid not a consensus be developed
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as well developing countries, are on a
phased reform and fiscal correction
programme in place of these ‘‘condi-
tionalities”. The emphasis in both annual
reports on poverty reduction and the
1990 Bank formulation of the path to be
followed to reduce the number of poor
by a trend, 300 million by the end of the
century compared to 1985 is surely the
basis for such a broad consensus. . There
is' also the Bank’s caution in its.1992
report that the target faces the serious
problem of recession in the developed
countries '(the IMF report quantifies
this for US, UK, and Eastern Europe)
and the failing progress of the deve-
loping countries. The basic question
is does growth reduce poverty. The
Board's report
that the achievement of a high rate
of growth would be painful ; in the short
run — for the poor. It refers to India and
the adjustment programme (as its earlier
study does of 10 developing countries)
that the gains of poverty reduction in
India in the 80s will be eroded because
of the adjustment programme,: . 'which
means that poor will be worse off than
before, because of the rise in basic food

prices or increased unemployment. But:

the logic of this tragic relation between
poverty and growth with, adjustment
*.conditionalities” is not accepted because
of the vague belief that in the tong run
there will be improvement and that there
is no alternatrve to the adjustment pro-

grammes in, the short run — Wthh is not
true. Another Washington based lnstltute
on World Resources in 1392-93 refers to

the gap between the rich and poor
nations actually widening and * poverty
worsenmg, despite GDP increasing in all
countries at various levels over the last
20 years, which raises serious further
doubts about the link between growth
and development The report concludes
that there are no adequate models of

and studies point out

sustainable development on a national
level — and so translating the concept
into programme which the World Bank
and IMF are sponsoring is a doubtful
endeavour as it rests not on firm
grounds.

World Aid

Resource flow to developing countries
in 1991 was stagnant in nominal terms at
the same level as in 1990 at $ 1375
billion of which $ 79 billion (59 per cent)
was ODA. Given the rate of world
inflation at over 3 per cent, in real terms
this was a serious contraction, which
means the reverse flow from the indebted
developing countries to the lending
developed countries is increasing. The
OECD follows the World Bank and IMF in
outlining poor prospects for the expansion
of ODA, which is still at a little over 0.3
per cent compared to the 4 decade old
target of 0.7 per cent, and in recommend-
ing as a corrective that the developing
countries must attract private flows to
meet their growing resource needs. But
this will only worsen their indebtedness
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and make servicing of the debt even more .

difficult or open their economies to MNC
exploitation. :

European Currency Chaos

Reference has earlier been made to the
problems faced by the European curren-
cies, The trigger was raising the interest
rate by Germany, its Bandes bank, to cool!
its over heated economy. But because
the Pound, the Franc, the Lira, the Peseta
are all linked to the D Mark, through
Exchange Rate Mechanism (ERM), a
number of currencies — British, ltalia,
Spanish have not been able to maintain
their parity in ERM and rather than raising
interest rate which would lower their
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growth, have adopted various forms and
levels of devaluation. The turmoil in
European currencies have both political
and economic repercussions. At stake are
the tough policies which result from
currency weakness and that of their
economies. The danger is that this turm-
oil may lead to a hardening of protectio-
nism in Europe, sounding the death knell
of the Uruguay round, which the US has
anticipated in deciding on a very large
subsidy to its wheat farmers.

World Employment

Is the ILO forecast that of the 700 million
persons of working age 55 per cent, that
is 400 million, will seek employment
during the 90s some what conservative?
As far as India is concerned with half this
number-at over 300 million, all of them
will be seeking work. Has the reduced
number-from 200 million to 400 million
been devised to fitinto the employment
perspectives of the 90s? Even this redu-
ced number will not find employment
because job creation in developing coun-
tries like India is being held back by the
slow moving economy, inflation, declin-
ing investment and political and social
unrest. On top there is the problem of
surplus manpower in most state underta-
kings which will have to redeployed. In
the former Soviet Union it is reported that
over staffing is 25 percent and 15 million
will lose their jobs in 1992 and a huge 50
million under employed. Asia faces the
same situation. As for Africa, the debt
burden is also a factor holding back emp-
loyment creation. The ILO analysis is that
in the developed countries the rate of job
generation during the next 10 years will
barely match the growth of labour. And
given the reluctance ofthe NICs to absorb
labour from the developing countries,
both emigration and international exch-
ange of labour are not avoidable options
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for countries like India and Pakistan
and Bangladesh with  vast labour
surpluses,

The Jakarta NAM Summit

The leaders of the 108 Non aligned
countries who met in Jakatra in early
September and issued a statement
called the Jakarta Message at the end
of their week's meeting deal with ‘the
reform of the UN, South and South
cooperation, the disputes which divide
the movement, the worsening economic
environment, the disruptive role of
terrorism and nuclear weapon and the
need for agricultural and industrial
development in face of discriminatory
and highly restricted world trade regime.
The message and the meeting raise a
basic issue-Do we need NAM? In the
post cold war world, where we have
only one super power, what does non
alignment need? This question cannot
be answered on a long term basis
because  of the .rapid rate at which
the world and its economic, social and
political facets are changmg It cannot
be economic cooperatlon because NAM
is, not really an institution -and the
Group of 77 and the task . force of
the Group of 157 are doing ‘' this job

of econom:c cooperatlon among " the

S
-t

Paady'ahd ether Crogpsi o
thh the opemng of Mettur on the
schedule date of June 13 as reported in
: the last |ssue, the questlon is as to why
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- and multilateralise  other
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developing countries in the limited areas
which are agreed. For the present, for
the next few years, there is one task
which NAM could devote itself to and
that is to work out a consensus among
its members on restructuring and

democratising the UN system, whichis

in dangsr of losing its original purpose
and became a play thing of the top
industrial countries led by the super
power. This agenda is modest and
adequate to give NAM a task in
the process, also help underline, 'meet
problems
through the various forums of the
United Nations, including the Bretton
Woods institutions, UNDP and the
specialised agencies.

India-Bangladesh Water sharing

Is the, after over a decade, India
and Bangladesh agreeing to form a
joint committee to work out a
formula for solution of the: ‘water
problems a workable proposal? If
the priority facing both countries,
namely, . sharing of the dry season flows

of the Ganges is the major interim agenda,

the panel will work and could lead to

fong term arrangements on shanng of

the watets of Ganges from the source in
Nepal and the Brahmaputra. -~ 12

the delta paddy farmers are not extend-
ing the kharif sowing to the full 4 lakh
hectares and. are short by 1 lakh
hectares? If the uncertainty . of Karnataka
following the tribunal .award .is the

reason, the' plentiful rains in- Karnataka,
particularly in its - sources in Coorg™ has
resulted in the surplusing of its reservoirs
resulting in Mettur receiving really more
than the Tribunal award of 205 tmcft of
water. The policy and the various input
like the irrigation ~channels and their
desilting, the availability.in time of HYV
seeds, the cost of fertilisers are in need
to be reviewed to get the farmers to
external paddy cultivation to the full
limit -in both kharif and samba season.
The action against the tungro virus which
swept over the 1500 acres of the sorna-
vati- paddy crop should have been
taken so that the North Arcot farmers
losses could have been reduced, if not
prevented. With the 35000 hectares of
the samba paddy, the disease affecting
Arakonam ' taluk,
Vellore taluk need to bs fought on a
war  footing. There isno use in passing
the buck as to who is responsible for
the spread of the virus. unchecked, the
department  officials or the Vellore
TNAU :. action should be taken to help
the farme:s fight -the virus. Kuruvai

' paddy -has begun to arrive from- early

September and the mmonopoly procure-
ment has. been extended reportedin the
last issue and has enabled the govern-
ment to procure 12,5 lakh tonnes antici-
pated and the 3.5 lakh tonnes of kuruvai
paddy. - The farmers are enthused and
have -responded to -the increase in-the
procurement :price of paddy by Rs. 40°a
quintal. from  September,. so that - the
common variety -fetches the .farmer
Rsi: 270, fine "Rs. 280 and super fine
Rs. 290 In addition the incentive of
B_s; 35 per quintal granted by the state
government will continue. This subsidy
will cost the government an extra Rs. 70
¢rore which will not be recouped by
raising rice prices. On the other hand the
price “has been fixed ‘at Rs. 6.50 akg
and the government intends to flood the
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market with rice so that the price remains
atthatlevel. Other kuruvai crops - cotton,
groundnut, ' are also doing very well,
the farmers report,.

Research results

In the six weeks from mid August to
end September, 40 research reports have
been registered. Two problems that this
group of reports raise should be high-
lighted. . First, the largest number concern
fruits (12), followed by vegetables (5),
animal husbandry (7), paddy (4). other
cereals (4). This is a fair distribution of
what the farmer and cattle farmer need
except it will be noted that there is only
one research report on jowar, the poor
man’s cereal. On the other hand though
the research reports on paddy are only
4, the union ministty of agriculture
highlighted this month the achievement of
ICAR scientists of 'a significant break
through' in_evolving hybrid rice varieties
that would help the country to make
another quantum jump in paddy yield and
production., The problem of paddy baing
a water intensive crop which poses a

~ special problem for the water starved

state like Tamil Nadu which needs its
replacement by less water demanding
¢oarse cereals has been earlier highlighted.
But the Green’ Revolution mentality stiil
persnsts and accounts for the hlghhghtlng
of the research on paddy. The other issue
|s that even with regard to the other
lmportant and |mpresswe research in
crops and animal husbandry, there is-no
information available of .how far their,
laboratory results are being transferred to
the farmer.on the land. This Bulletin
attempted till this issue to identify theae
research results which can benefit the
farmer in the field or cattle shed immedi-
ately. But this does not give an account—
positive or negative — of how far there is
a real transfer of the research results from
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lab to land. This is urgent . and can be
fairly qualified as. in farming there is
not the intermediate process, for most

manufacturing industries of having to test- -

out their commercial viability in a pilot
plant. This will also show how effectlve
our extension services are. :

Plantatron crops

September recorded the currous pheno-
menon of a decline in the supply of all
varieties of tea — globally, nationally and
in this state — and a fall in the prices of
all the varieties. ..The world reduction in
the first 6 months of 1992 is estimated at
91 million kg, and all producing countries
— Kenya, Sri Lanka share in this decline :
the national. production decline in the
first 6 months is 29 million kg, and the
major part of the loss from south' Indian
gardens is 21 million kg. Not only were
there consumer sales at 184,882 tonnes
in 1992 against. 201,514 tonnes .in the
first six months of 1991, the price decli:
ned from an average of Rs. 39.57 per kg
in 1991 to Rs.37.88kg in 1992, This
decline applied also to Darjeeling tea and
CTC tea, nly in the .South the prices
remarned stable. Indian exports fell to 78
million kg during this perrod in 1992
agamst ‘87 million kg Tast year. Thrs fali
in exports is mainly due to the Ioss of the
Russian market which Used to absorb 50
per cent ‘of the _export surplus of 200
million. Agamst the 95 mllhon kgi rmpor-
ted by the Soviet Unron the agreement

th CIS teduces the exports from Indra
to 60 mrﬂlon kg and ‘of thrs only 15
mrlhon kg has been rmpOrted compared
" {o '55 million kg fast year.” The ‘largest
,other buyer, UK firms have taken advan-
tage of this ‘ sitlation to' 'scale down

- Indian tea prrces. ,
~.oation s clear Frrst there has' to be a
~ search for new markets in Egypt, Lrbya,

Saudr Arabra and countrres m Afnca
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The moral of this situ-

Second, there is need for producing value
added items like instant tea. Third, for
that there is need to modernise our tea
factories and install the machinery and
train the workers who can produce it.
With regard to coffee atlong last, after
50 years except for 3 years atthe start of
the formation of the Coffee Board, and
following the various studies commanded
by the government and the Board: (See
Vol XXI » 169 and Vol XXl p 233) the
Coffee Board took a land mark decision
whereby *.30 lakh registered ~coffee
growers need no longer pool in the
Board more than 70 per cent of
their produce. This unanimous decision
allocating 30 per cent to the Internal
Sales Quota (ISQ) was further developed
at the subsequent meeting on the mode
of marketing whereby the important sub
decisions were made, First, since 90 per
cent of growers are; small’ (less than 2
hectares) growers, this freedom to sell 30
per cent directly to the market is made
an option’ so that the majority of small
growers who are nervous about; going
directly to the market can still sell
all their produce with Board. Second,
the Coffee Board will continue <to play
a price stabilisation role with regard to
the 30 per cent ISQ, intervening when
the .- price .falls . too much . :or rises
abnormally. Third, the. Board has been
vested wrth powers to make & randem
check -if. . any :grower ,mrsreport his
production ;where the criteria will be the
average :production for the past 3 years.
There : will :be other problems that will
come . up when implementing this
decision, ~including the possibility of
failure of the scheme, in. which case
after one year the 100 per cent pooling
system . will _be resumed for one more
year. The success. of the decision
which the large growers have been
pleading for will depend on the coopera-
tion of all growers big and small. This

has led to another land mark decision,
when the 12 associations of the country’s
main coffee growing regions have joined
together to set up the first multi state
cooperative for procuring, processing and
marketing coffee, cardamom and other
plantation crops. This Indian Coffee
Marketing Cooperative Ltd (COMARK)
will have an authorised share capital
of Rs.20 ciores - Rs. crores for 70,000
auction shares of Rs.1000 each, consisting
of coffee and cardamom growers in the
states of Karnataka and Tamil Nadu and
Rs. 2 crores from B class ishares open
to cooperative institutions registered
under the multi ' state cooperative
societies- act or state cooperative
societies act in the 3 states and Rs. 3
crore from 30,000 C class shares open
to the institution constituted by the
Government of India or state government
like" Coffee Board, Cardamom Board and
Rs. 8 crores from 80,000 D class shares
open to the Government of India or the
state governments., Matters are moving
very fast on the coffee front and these
developments need to be supported and
monitored carefully. On the International
Coffee -Agreement, . the Coffee Board
should wait and watch -.what quota

. K * ook
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is likely to get in view of the fall
in exports in 1990-91 due to lower
production in the previous year. This
means keeping our option open. Finally
the world coffee production for 1932-93
js forecast at a 6 per cent lower level,
when all producing countries except
Colombia and India will face a fall by
10 per cent and the exportable coffee
produced fell by 9 per cent leading to a
rise in coffee prices, In regard to rubber,
India’s current production of 4.07 lakh
tonnes will be exactly equal to next year's
consumption, leaving no possibility to
export, last year's 10,000 tonnes. As
for as internal rubber production and
demand, the question is as to whether this
policy of liberalisation will lead to produc-
tion of cars, trucks and two wheelers and
a consequent increase in the demand and
production of tyres. At this moment when
the automobile industry is passing through
a recession, it is difficult to answer
this question. Against this backdrop the
6.5 lakh tonnes natural rubber production
target set for 2000 AD, raises the
question of how this will affect the
country’s rubber economy and whether
any potential surpluses can and will be
mopped up by the world market.

» sox *

WL industrial Development in Tamil Nadu

The monthly balance shest for Septem-
ber in regard to the states’ industrial
development records 2 plus points and 7
minus points. * ’

“ The positive features include: first the
progress made in'the 1India Singapore
industrial corrider for which Tamil Nadu
Industrial  Development . Corporation
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(TIDCO) has been appointed to act as a
nodal agency. The corridor will provide
India, Singapore and multinational com-
panies, offshore manufacturing facilities
in India, as well as housing, recreational
and other infrastructure. Singapore indu- -

“strialists are expressing great interest in

this facility given the sharp rise in opera-
tional labour cost in Singapore on which



India will provide a counter: through the
- Second, in an important - deve-.

corridor.
lopment for this power starved state, one

of the state’s major industries,” Carboran-
dum Universal is setting up a two MW

" wind energy plant in Chinglepuf using

the land offered by the state ‘government
and with comparative’ wheelmg charges
it will be cost effective. 1t'will be set up
in two years. ' Third, the National Aroma-
tics and Petro Chemicals Corporation - Ltd
(Arochem) has-made:good progress in
executing Madras Refineries' Ltd. (MRL)
aromatic project.-
letter of intent in the name ~of Arochem:
and activitizs were onh to complete the
project in 33 months. The supply of the
key raw materia!, .naphtha:has already
been tied up with MRL. The union's
approval for the import of technology and
the funding arrangements for - the project
will be .completed soon. Fourth, given
the confusion over the state's granite
policy, it is heartening. that Rassel/
Industries dtd (RIL) has drawn up plans
to set up-a Rs. 90 ‘ciore granite, cement
and telecommunications © plant “to be
readied in two years: ) Thé plant will “'set
Gp a 100-pPer cent éxport oriented unit ‘to
manufacture granite slabs‘and fill units’in
the state under the name of Rossell Gra-
nite Pvt Ltd. This part "of the p!ant
involves an investment of Rs. 30 crores.
Fifth, Madras Refineries Ltd (MRL) is
investing Rs. 23 crores for upgrading its
R & D facilities to give it a business
orientation.
formation of the management of the R&D
department tylng it more close}y, -~ as
pmvnded in the Vlll Plan o pusmess
actlvmes and strateglc objectwes S/xth
in Septenzber Ashok [.eylana' (ecorded
two impgrtant deye!opment y Flrst its. UK.
col!aboranon, "GRLTH has agregd to step
up ltsyquxty holdlng from 40 per cent to
: 51 per cent.now.; permxtted under the
“.f_-'hberahsatlon pohcy. With, the addmonal

:,f"M!DSVBuHetm, November 1992

MRL had transferred its

This ibdives $fotal ttrans. 1
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fund it " i) is executing the plan for manu-
facture of IVECO engines at'its Hosur
plant, .ii) hds obtained approval for esta-
blishing “a 1000 MW power plant in
Vishakapatnam and 'iii) "is setting up
a -6 million tonnes oil refinery at
Orissa —. the last two projects call
for-an investment .of Rs. 6000 crores.

_ Second, the state government has annou-

nced " a package of incentives : for
the. first project - the ‘'manufacture of
IVECO engines at a cost of Rs. 675 crores
which will introduce a ' newrange of
vehicles with the - state of the ‘art tech-
nology from IVECO which is part of the
Fiat group.  The incentive package is a
follow up of the new industrial policy
announced by the government last
January (see Vol. XXH p151) which
include sales tax deferred for 14 years
for various components of the project,
Rs. 1 crore capital subsidy, allotment of
250 acres of SIPCOT land ~at " Hosur,
supply " of - adequate quality of coal,
power tariff concession for 3 years and
exemption from power cut for five years.
This is'"the first large project bemg pro-
vided the’ announced incentives! Seventh,
the ' inion ‘'government has cleared the
proposal ' of SPIC to float Euro conver-
tible bonds for $50 million plus additional
15 per cent of over subscnpnon to tap
international market for meetmg the
forexgn exchange needs of ns projects.

Eighth, Madras Fertilisers has submitted

to the umon government a revised plan
‘for its expansmn costing Res. 500 crores.

The revised plan which provndes an
increase in the capacity of.the ammonia

‘and urea plants, improving the efficiency

of the NPK. plant, - reduction of energy
consumption and extending the economic
life of the plant by 15 years was first
cleared in May 1991, at a cost of Rs. 315
crores... But the delay caused by the
change of the .union government, and
subsequent. production and stee! price

decontrol the decontrol of fertilisers,
partial dollar convertibility and customs
duty relief on capital goods and raw
materials imports bring the cost to
Rs. 499 crores. The funding will be from
partially convertible  debentures for
Rs. 264 crores, IDBI Rs, 186 crores, the
promoters, the Union government Rs. 42
crores and Iranian Oil Company Rs. 40
crores. The revamping of the project
will be-'completed in 30 months. Ninth,
the union government and UNDP jointly
launched a WNational Leather scheme
aimed at obtaining 12.5 per cent share in
the world leather market by 20C0 AD.
The main areas for development to close
current gaps are : human resources deve-
lopment, supporting industries, effluent
control, artisan development and export
capabilities. Also the effective coordi-
nation and programme management are
being strengthened. The areas of private
industry which are totally deficient like
designing, improvement of market
centres, and the setting up a fashion
studio are being attended to. The main
Tamil - Nadu based leather industries
involved in the programme’s 42 outputs
are: the Central Footwear Training Centre,
Indian . Institute of Leather Products,
Central Leather Research Institute, Proto-
typs Development and Training Centre
and the Council for Leather Exports,
Madras. Tenth, the government spon-
sored 1 fakh small tiny units to be
established in 5 years, starting modestly

- with the grant of a variety of conces-

sions - beginning with advance disbursal
of the state capital subsidy on a stage
by stage basis to meet the liquidity
crunch problem faced by the units. On
this basis the state has disbursed Rs, 8.53
Crores to-.new small units in 1991-92,
A further incentive was the launching of
a technological development fund to
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enable ' small units to keep ahead of the -

technological scene.
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Also a venture

capital fund was launched through the
TNIC both to promote new technologies
and encourage young entrepreneurs.

With regard to the negative features of
the state’s industrialisation programme as
recorded in September, 8 regrettable
developments should be noted. First,
earlier issues of the Bulletin have repor-
ted in detail on the retrograde and un-
practical grants policy pursued by the
government. The effect of the retrograde
policy can now be quantified. While
earning Rs. 75.80 crores per annum in
exports till this year, for the first 6 months
of 1992-93, granijte exports have amoun-
ted to Rs. 6 crores. This means that the
goal of the country’s granite exports
expanding from 12 per cent to 18 per
cent of the granite world trade, is now
unattainable. The policy is also unprac-
tical for the state and its granite workers,
because Tamil nadu’s loss has
picked up by the granite firms and
workers in Karnataka and Andhra Pradesh
who unlike Tamil Nadu have been gran-
ted long leases. Hence the large granite
firms have moved out of Tamil Nadu to
the 8 neighbouring states, leaving the
smaller and new firms to work under the
state owned TAMIN. Second, the chemi-
cal Industrial Association underlines the
declining and negligible share of Tamil
Nadu in the production of major chemical
feedstock and products during the VII|
Plan. The states share will be nilin
methanol and very low in basic chemicals
like acetic acid, acetic anhydride, phenol,
acetone, DMT | PTA, ethylene oxide,
rubber chemical, benzine etc, which are
rapidly expanding elsewhere particularly
Gujarat. Tamil Nadu ranks 14th in all
India order and for this the state not
following the liberalisation of the wunion
government in regard to molasses, indus-
trial alcohol etc. is a contribution.. It
must be admitted that most of .the lacks
from which Tamil Nadu is suffering stems
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from the policies of the union govern-
ment, the sharp rise in petroleum products
and natural gas sending up sharply the
cost of methanol and other chemical
products. Third, while Madras Fertilisers

expansion plan was earlier commended as’

a positive element, the cost escalation of
this modernisation programme of MFL
due to devaluation of the Rupee and
partial convertibility is a negative element,
Even now any delay will ‘further send the
cost up, for example as a result petroleum
product prices increases. Fourth, the B&C -
revival also earlier referred to is a costly

affair. Can the state afford it ? Should a
sick industry be revived by pumping in so
much of state funds.
sales tax and power tariff offered by the
state . government amounts to- a hefty
Rs. 125 crores.. Again while the manage-
ment is:taking on the loss of Rs. 60 crore,
it is simuitaneously committing itself to
extend industry " level benefits- such as

Rs. 30 lakhs for welfare' scheme, presen--

tation of . coaches, Rs. 10 lakhs, = school
fees and uniform for children of staff who
have served 25 years. - -Fifth, the internaj
functioning  two - companies Cauvery
Sugars and TVS raise . certain ' important
questions. Cauvery Sugars announced a
profit for 1991-92 by changmg its accou-
nting procedure according to the auditors.

For the period October 1 990 to September.
1991, ‘it" has treated as advance the.
Rs. 1.21 crore paid to cane growers and
shown this 'in that account instead of
showing it under expenditure— cane pur-
chasers - account. Srmllarly no provision
has been made under cutrent liabilities i in
respect of the - price dlfference between
statutory minimum price and’ ‘the state
advised price Wthh for the” penod is
Rs. 35.84 lakhs.” If these appreared in the
7 appropnate place in the" balance sheet
.. the ‘company- would show a loss of

- Rs. 2,04 crores.” “This is serious’ and
ey LI LR e R

’f MIDS l!ulletin. November 1992 :

The concessions in-

raises a- question of busmess ethlcs)
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as. well as-its referral to BIFR.. The .

other company, TVS, is facing internal
differences in its management which
will affect its functioning. The original
proposal was to break the management
into four pieces. Now it has been
softened to divide it into two. -The
problem of interchange and coordination
will no doubt be attended to. Finally
and most seriously, the Comptroller and

‘Auditor Genera! report to the Assembly

points, out that the accumulated

losses of 32 Tamil Nadu state companies

works out to Rs.423.04 crores over 4
times their paid up capital of Rs.96.78
crores, b) three of these companies-

Tamil Nadu Small Industries Corporation, . |

Pallavan Transport Corporatlonl and
Tamil Nadu Civil Supplies Corporation

- account for 60 per cent (Rs.254.5 crores)
raising the question of .

of the losses,
whether they should not be privatised,

or drastically restructured. Only 42 com-.
panies have finalised their acceunts for

1990-91, with the- Tamil Nadu Civil
Supplies Corporation having the distin-
ction of finalising' only
account and . d) the dividendyield of
74 state government companies with an

aggregate paid up capital of Rs.434.43
crores was just Rs. 3 28 crores or a mers.

0.8 per cent.of its equity investment,
This is a dismal story repeated year
after year, which calls on the legislature
to examine in depth whether:the state
government should be in business, and

the means of: Ilqmdatlng perenially loss
making compames L 'ﬁ}

Thxs profile of Industrial development

in September - is .rather heavily weighted
in favour of the negative features, because
there is not one element on the positive
side which can compensate for the

seriously tragic tale of Tamil Nadu state’

businesses recounted by Comptroller &
Auditor General.

its £1985-86

1IV. Education,

Human Resource Development

The reason for putting together these
three somewhat separate areas, education,
science and health and labour dealt with-
in the mext section is that together they
constitute what is called human resources
as distinct from the physical and
material resources which have been
considered so far. - And it is onlyinso
far as they mesh and form a coordinated
and integrated factor, that these can be
both development of human resources
which is human capital increase quantitat-
vely and qualitatively and together with
physical capital can make for human
and  sacial development. Looking at
the four components, to be dealt with
seriatim, one must acknowledge that
they are not coordinated and are far
from being integrated to push foward
National Development. It is this which
will be the driving force in this: or the
subsequent subsection in this section.

Educational reforms

The whole human resources develop-
ment infrastructure start at the base which
is primary education and adult literacy.
On primary education, the situation is
unsatisfactory. Even the essential drink-
ing water facility exists only in 47.38 per
cent.of all primary schools, only 56.26
per cent of primary of schools are housed
in pucca building and 51.16 per cent
of therural habitations are served by
primary schools with the habitation of
residence - according to the Fifth all
India-  educational survey. There are
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serious inter-state inequalities with Kerala

schools being well provided and Bihar,
Rajasthan and most North East states
being in poor conditions . of schooling.

MIDS Bulletin, November 1992

Science an.d Health~

The revised Programme of Action (POA)
tabled in Parliament in August attempts
to correct these defects, but just as a
tiger needs meat to live, the primary
education systems needs funds and on
this POA can only set norms. The adult
literacy front, on the other hand, presents
a less gloomy picture, with the percentage
of literates rising from 43.4 per cent in
1981 to 52.1 in 1991 according to the
1991 census for people aged 7 and above,
The Bharat Gyan Vigyan Jatha and
Bharat Jan Gyan Vigyan Jatha have
pushed literacy forward, learning from
Kerala’s Shastra Sahitya Parishad and
tackling the problem on a local area level.
The government expectations that at the
end of VIIl Plan in 1997 the literacy rate
will touch 70 per cent is not unjustified.
But here too there are lacks which heed
attention. Beside regional . inequality
with the Hindi belt lagging far behind
that of other states - Kerala, Tamil Nadu,
Maharashtra, there is seriously gender
inequality, with girls and women having
a low primary school environment and
even more serious discrimination in
literacy, with men having attained 63.9
per cent and women still at 39.4 per
cent.  Further - the ethos of cost
effectiveness and accountability proposed
by the POA must be realised in the
Vil Plan. Only then will the human
resources structure rest on firm founda-
tions. In higher education which pro-
vides the leadership for the economy, it
is not more public funds that are needed.
The capitation fees which have been
declared illegal by the Supreme Court
raises the question of how higher edu-
cation can be financed by parents of
(well to do) students and the business
community. If capitation fees can be
debited to an auditable account and -



used solely for buildings, equipment
and running expresses, it would be

a means of reducing the unequal public”

subsidy of higher education, equipment
and running experses, it would be a
means of reducing the unequal public
subsidy of higher education. Here univer-
sities and  particularly  autonomous
colleges can take the lead in raising fees
to adequate levels so that students and
parents contribute their share of the \cost
of higher education. =

Teéhnical educatioln

The health of education, the education
and training of technicians, engineers,
doctors, nurses and para *© medical
personnel occupies a strategic place in
developing human resources particularly
in the - work and contribution of engi-
neers and ‘technicians to industry and
agriculture, " the training of extension
agents and management specialists. Here
again:there is @ dilemma in maintenance
of a few high level institution” whether
they be 1iTs, lIM-or PG medical Institutes

and the need to provide more techni-:

cians, © ‘extension *° workers,  medical
personnel with the first degree. This
dilemma has neither been addressed nor
solved and till thatis done our human
resources will continue to. creak and
groan -on the road to development. =

Science

"The shortage of funds has spread to the

sciénce fields, science and technology,
whnch are directly related to the develop--

ment of human resources. Oon’ the, one

.hand CSlR faces funds crunch - and is.
dmpplng some pro]ects (whlch may be.
good accordmg to the last ‘Abid Hussain,

review. . commmee) on the - other the,
Compu .,Soclety ot {udna has taken the

# ¥R 0l gtk
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lead in spreading computer literacy and
education and so relieving public funds
from this area. The focus on setting up
Electronic Hardware Technology Parks
should be designed not only to attract
multinational corporations but also to
train our scientists and : technologists to
earn and pave their way in the most recent
innovative developments. It is very im-
portant, therefore, that the public subsidy
for setting up these parks should be
terminated at the eatrliest; so that -those
parks pave their way in both earning fore-
ign exchange and .helping .make the
domestic industry internationally compe-

titive, A similar but long range issue is.

the setting up by Anna University of the

Institute to focus on issues such as envi--

ronmental  plan and : management * and
assess, the needs of industries and - user

agencies in terms of environmental safe-
guards and management, which are sen-

sitive to ecological issues so fhat \}ve can

begin to reverse the damage to our envi-

ronment whose concentration  on fast
material development has caused. ,-ln this
context, equally " an’ attempt to 'correct

gender injustice in our human resources.

development is the setting up of a natio-
nal research centre for women in :agricul-
ture at Bhubaneswar to evolve :suitable
technologies to reduce the drudgery of
rural women, — the most neglected part
of our "human resources in relation to
their work on crops and livestock produc-
tion, post harvest technology and inte-
grated pest management. The month also
records the successful launching« of the
surface to surface missile, Prithvi, at great
cost but whose contribution to human
resource development is in some doubt
except its fall out effects. On the other

hand, the~ National Chemical Laboratory.

has. developed new technology-for the
manufacture of ethylbenzene with -the
collaboration ; of Vishakapatnam based
Hindustan . polymers, will push forward

1

plastics and synthetic rubber and the
technology developed by the Nimbka
Agriculture Research Institute in Maha-
rashtra to use sugarcane leaves, millions
of which go waste, to generate power
and save our non existent foreign ex-
change on import of diesel are the kind
of science and technology which build
our human resources. Of th2 same order
is the encouragement to the development
of private sector to participate in wind
energy in AP which should spread to
other states. ‘

Health

'[he health section of our human resou-

rces scenariois lagging far below science

and technology application. The priority
here is to contain the exploding growth
of population which is around 16 per cent
of world population living on 2.5 per
cent of the earth’s surface. Until the cur-
rent trend is reversed of India contributing
more to world population growth than

* * ; £
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China, which will be overtaken by 2050
AD at the present rate of population
growth at 1754 million against China’s
1690 million at that time, all talk about
developing our human resources is
without any substance. Why s
this? The reason is both at the
top were there is a lack of political
commitment (as the debtates in parliament
show) and at the bottom at the family
level, where producing a child is still
seen as a means of augmenting the
family income. What is needed is for
government and parliament to take on
the Family Planning Programme as a
priority and for there to be sensible
rise in the income of the family through
more remunerative employment. QOne
area of optimism and hope is the success
of the immunisation programme under
which an international expert evaluation
tells us that polio and neo natal tetanus
will be eradicated by 2000 AD. But
the counterpart to this should be
speeding up the time when there will be
zero population growth rate.

] * *

V. Employment and Labour Relations

On the 4th and last day of the Human
Resources edifice, namely employment
and condition of work, we are in the
peculiar position of knowing what are
the dimensions of the employment and
unemployment problem broken down
into main workers and marginal workers
and also at state. level as for instance
in Tamil Nadu where the ‘worker strengths
has been established at 44.13 per cent
of the population-at 2.45 crores out of
a total population of 5, 56-, whichis a
higher ratio than the al] India one at 37.64

- MIDS Bulletin, November 1992

per cent. The census data also shows
that state had 22 crores main workers
and 15.8 lakh marginal workers. We
also know the rural urban differential,
with the rural proportion increasing from
46.48 in 1981 t0 49.06 in 1991, with per-
centage of female workers decreasing in
rural areas and increasing in urban areas.
It is also known that Tamil Nadu has
the second highest number of unem-
ployed at 1344 out of 2000 usually
unemployed. We have now set up a
panel to assess medical manpower needs



and shall do the same for industrial
manpower needs. We also know about
the short term employment programmes
like IRDP, NREP which give employment
to the unemployed and underemployed.
We also have worked out the strategy
needed to attain full employment in
10 years. The 30th session of the
Indian Labour Conference which
concluded after reviewing the employment
needs and unemployment b‘@cklog
concentrated attention on labour produ-

ction which is essential for the country.

to take its place in the competitive
world and the merits or otherwise of the
exit policy and redeployment of labour.
There was no consensus on these
issues, but there was a full discussion on
the 3 main issues of productivity, exist
policy and redeployment. Labour is no
longer low cost in India, with organised
workers making and obtaining regularly
higher wages and allowances but
unfortunately not compensating it with
by producing more, so that India is in
danger of becoming a high costeconomy,
On the question of exit policy, both
the public sector units and private sector
ones are over staffed and are turning
into white elephants. The logic of an
exit policy to be accepted by both labour
and management is inexorable and must
be faced. Similarly redeployment of

]
* To%
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Unesbo ahd International Literacy Day

- As reported in the last issue the Unesco
World Literacy Jury met in mid August
and selected China, India and Guinea for

_the award of the 1992 literacy prizes. At

VL. Other‘ ltemé
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surplus labour can become a viable
measure, if the employment situation can
develop-which is if economy, agriculture,

industry and services grow svu that they.

can provide for the redeployment of
surplus labour and also provide
employment to those entering the labour
force, which is near,2 lakhs a month in
the country. Certainly the omens are not
favqurable on this — with the 1991-92
growth rate at 2 per cent and the RB!
projection that the 1992-93 growth rate
will be 3.5 per cent, as noted earlier.

"Both at the national level and at the level

of Tamil Nadu we need to move quickly
to arate of 5.6 per cent as projected in
the VIl Plan because it has been compu-
ted that a maximum of 40 per cent of
those needing employment are employed
through the short term special programme,

whereas the majority — 60 per cent are

employment through the progress and
development of industry and agriculture.
Till this occurs, our human resources are
not developing and that is for the poor
country that India is and the large mass
of the people living in poverty in this
state estimated at over 48 per ceht, a first
priority. It is this that the Planning Com-
mission both at the union and state levels
should turn their attention to — develop-
ing the requisite strategy to thisj“end.

i1
% * ]
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this year's International Literacy day
announcements on September 8 were
made in Seville at the Universal Expo

11992, on which the government had

. the invitation of the government of Spain, -

- MIDS Bulletin, November 1982

invested several billion dollars, creating @
large ~ artificial lake “and an attractive
teleferique which went over the lake, and
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organising an impressive function. Several
countries including India had their pavil-
lions at the Expo. At the main Inter-
national Literacy Day function, the Direc-
tor General of Unesco spoke about the
message - of the day which is the rapid
abolition of illiteracy and presented the
medals, and certificates to the 3 candida-
tures. .The Under Secretary General of
the United Nations also spoke along with
the foreign minister of Spain. In the
evening, the Jury’'s parliament was read
out and the major features of this year's
35 submissions ex;l)lained.

BBC

"The BBC recorded in Tamil a 30 minute
programme, in which the problem faced
by India. Tamil Nadu and the World in the
ecocomic field were discussed. The
problem of inflation in India, the problem
of recession in European countries, US
and the consequent Balance of Payment

- problems created for India and the deve-

loping world were reviewed. The progress
made in education in all countries and
the unfinished tasks in India were also
highlighted The programme has bzen
broadcast to Tamil people all over the
World, the West Indies, Mauritius, Singa-
pore and Indonesia and to smalier Tamil
groups in most other countries.

BGVS

The annual general body of the Bharat
Gyan Vigyan Samiti, preceded, as usual,
by its executive committee was held in
Madras in mid September. The ongoing

and rapidly increasing literacy program-
mes in 150 districts were briefly reviewed

and the importance of starting on the

post literacy programme so that the
new literates continued their learning and
do not lapse into illiteracy was stressed.

MIDS Bulletin, November 1892

The committee and the General Body
congratulated Pondicherry on winning
the Unesco King Sejon literacy award
this year. BGVS which in Tamil is
Arivoli lyakkam made significant contri-
bution to this end. The programme for
the next year and the following 5 years
was agreed upon, with major emphasis
on the Hindi heartland where literacy
is badly lagging.

TNSC S&gT

The Tamil Nadu State Council of
Science and Technology held a series of
meeting in Madras in mid September.
First, the executive committee met and
reviewed the 6 completed projects and
decided to send their reports to the
government agencies responsible for
implementation of those areas and after
4 further vetting by experts to publish
two of the reports which are of wide
general interest. It also reviewed the
ongoing research projects and approved
two further projects along with some
travel grants and assistance for seminars
in the coming months. On the following
day, there was the meeting of the
special cduncil to approve the decision
made by the general body last month
relating to amendment to its charter
involving including popularisation of
science as one of its objectives as reported
in the last issue. This special meeting
was followed by an ordinary mesting of
the council where the recommendation
of the executive cornmittee were reviewed
and endorsed. The council received a
report from the Member Secretary who
had been requested to visit Tirunelveli
and assess the possibility of starting
further science centres in other districts.
After reviewing the report, it was decided
that the council itself should not start
the centre as it did not have the
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necessary resources but requested the
council of museums to start a second

centre, to start with, for which the. .

state government will give land and
other infrastructural facilities and the
council some staffing help.

World Bank and Tamil Nadu

A delegation from the World Bank
visited the Institute towards the end of
September to exchange views on the
state of agriculture in Tamil Nadu and
india. In the exchanges, it was agreed
that agricultural research and develop-
ment as well as pricing and distribution
policy as in the PDS was heavily influ-
enced by the Green Revolution resulting
in an over emphasis on the  water
intensive  paddy production which a
water starved state cannot afford. The
neglect of dry farming particularly the
substitute coarse grains needs attention.
Another area that demands attention is
the development of animal husbandry
and non food crops which are being
neglected.

Institute of Social Sciences

The Institute of Social Science, New
Delhi orgamsed on September 24 at
10 . am a sympasium in memory of
Prof. D.T. Lakdawala on Decentralised'
Planmng whrch was one of his favou-
rrte “theme. The chairman of MIDS who
was invited to become charrman of the
Institute presrded with three speakers,
Ramaknshna 'Hedge, Ashrsh ‘Dasgupta
and George Fernandez. The symposium
was held in the Conference hall of IIC.

. Thrs was followed " in the afternoon by
meetmgs of the executrve committee,

the council and  the General Body at
which the199‘l programme ‘of research,
publrcatrons ‘and seminars were ‘reviewed
and’ plans “and programmes ‘and the

L ‘bvudget for 1992 and1993 were approved.

e MIDS ’B:ulrletin‘, Novembor 1992

The meeting paid homage to the memory
of its late chairman, Prof. Lakdawala.
What the Institute urgently requires is
a building. At present its rented building
is both costly and totally inadequate.

{To !

The India International Centre had its
monthly panel discussion also on Septem-

ber 24 in the evening when the subject of .
- review and discussion was the role of the

financial institutions — IDBI and ICICI
and others. The main finding was that at

a time when the bank including the RBI,.

are being rocked by the Stock Exchange
scandal involving several thousand crores
of bank resources the financial institutions
have been functioning ‘ normally, helping
industrial and agriculture development.
It was also agreed that the institutions
need to be strengthened with more fina-

nce either from the government, which at

present is not likely given the financial
squeeze the government is practicing, or
the primary stock exchange market.! This
should be pushed forward rapidly. ‘

October Seminar

The paper, "is Transportation ;a Hard

" Nut ?”, by C. T. Sriramulu for the October

seminar appears as the first article.

!

Second Article :
1]

Extracts of the Partl of a paper on

*Gandhiji and the Indian Economy Today"

appears as the second article.

Book Review

A review of the book, Class, State and
Development in India by Nasir Tyabji
appears in this section.

MIDS News

Mr. S. Guhan ' participated in the
seminar on ‘lssues before the Tenth
Finance Commission’ organised by the
NIPFP in New Delhi on 19th October,
1992, ‘

Mr. S. Subramanian presented four
lectures to M.Phil students at the Centre
for Development Studies, Trivandium
over the period 27-10-1992 to 4-11-1892
on the subject of “Issues in the Measure-
ment of Inequality and Poverty”

* * » ] *

; MIDS Bullstin, November 1992

Dr. T. N. Krishnan of the Centre for
Development Studies, Trivandrum visited
the Institute and gave a seminar on
~“Some Aspects of Population, Poverty
and Employment in India”” on 20th
October, 1992,

* * * * *

Dr. Arvind Sivaramakrishnan, Fellow,
Centre for Economic and Social Studies,
Hyderabad gave a seminar on ‘The
Public Sector, the Private Sector, and the
Citizen's Judgement” on 31st October,
1992 at our Institute.



> October Seminar

Is Transportation A Hard Nut?

" Dr.C.T. Sriramulu - : !

Prelude - - * LT

P e i

- Life . comes to existence because of
transportation.” Life, ‘ends with transport-
ation. Living -revolves around transport-
ation inside a home or elsewhere which
activity does not exist, Transportation is a
repetative as well as an itinerant process.

" Transportation is a perishable commo:
dity. So, it should be utilised the moment
it is made available. The vehicle or the
mode with path (land, water or air) is
to be used judiciously taking distance,
cost, energy, travel time, comfort,
convenience -and environmental impact
. _as parameters, for rating.

In real world situation, transporation
- refers to the movement of people and
~~ goods at a cost from one location to
~ Tanother where they are needed in
. appropriate modes at the time they are
- needed. The movement of péople and
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'goods may be voluntary or ‘a forced
one. Past evidence has clearly ‘showed
that movement's at various location are
result  oriented either productive’ or
‘otherwise. At present, we are concerned
with productive aspect of transpartation

‘for betterment of mankind. .~

Resources, Productivity and Pf'ésperity
i3

Natural resources, manpower and
technology are the resources for;produc-
tivity. Natural resources have two com-
ponents namely expendable (flora, fauna.
minerals aud crude oil) and non
expendable (wind, rainfall. sun radiation
and climatic changes). Man power has
also two components namely physical
strength and mental ability. Technological
resources are comparatively recent in
origin but their advances are tremondous.

‘The utilisation of these three resources

for agricultural, industrial productivity,
services and prosperity of mankind

R S SN i N - A

depends on the level of education of the
people and the extent of transportation
available at the local and regional levels.

To day, the disparity in the standards
of living between developed countries
aﬁd developing countries is attributed
to the level of interaction between the
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three resources and the two catalysts =

namely educational level and the end of
transportation facilities.

‘The fertile area for interplay of the
resources and the catalysts is the urban
area. - Thus, the degree of urbanisation is
directly related to productivity and
economic activity. Though India had
evidence of urbanisation over 2000 years
or ‘'so, with relatively vast potential of
natural and manpower resources, the
lack of accessibility to efficient transport-
ation and higher education in Science
and Technology to the majority of our
people made India, to be one amongst
the poorest nations of the world. The
vast terrain, the social and cultural
segregations, scattered and small settle-
ments until the second half of this century
blocked the progress, productivity and

prosperity of the people of this great.

and ancient county.
History of Transportation

Ancient transportation is fand and sea
based without any defined directions and
measure of efficiency. Rail and air
transportation systems brought seachange
and order in the use of tiansportation
facilities. The technology, higher motive
power capacity, speed, safety, reliability,
availability and affordability have pro-
vided varied options in owning and
usage of different transport modes. New
modes such as hovercraft, hydrofoil,
helicopters, ropeways, cable cars, con-
veyer belts, trolley buses, light rail transit,
vehicle enroute guidance, submarines
and host of many alternative modes have
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com2 to compliment as well as suppli-
ment the travel demand of people and
goods, during peace time, war and
natural calamities. Proven technology,
electronic gadgets and non-metallic com-
ponents upgraded the performance
rating of both passenger cars and public
transport vechiles. The performance
is measured in cost and travel time per
passenger kilometer for mobility of
people and tonne kilometer for goods.
Hypersonic planes, electronic guideway
and automatic control cars, high speed
magnetic levitation vehicles, personalised
rapid transit modes will be reality for
large scale use in the near future. Super-
conductors, energy efficient, cost effec-
tive, safety and remote automation,
sensors are the key words in manufacture
and use of future transport modes.

Transport Systems
{

Vehicles operating on a highway and
street network is called road transport
system. Similarly, carriages operated on
a fixed track network is referred as
railway transport system, sea and air
transportation are the other two major
systems. All other systems and many
other sub-systems are generally termed
transportation systems.

Planning for mobility of people and
goods in a city or a region using mainly
road and rail systems is generally referred
as transportation ‘ planning. Broadly
speaking, road and rail based opetations
of different modes are referred as trans-
port systems. Bus transport system,
sub-urban rail system, paratransit system,
ferry services for passenger and goods
in water bodies are the main transport
systems in many major cities in India.
In passenger transport, the main sub-
systems personalised vehicles (passenger
vehicles) and transit vehicles such as
buses trams and trains, ‘



In freight transport, there are trucks,
tankers, and special purpose vehicles.
There are many variations in static and
dynamic characteristics of different travel
modes which are relevant in the design
of pavement, railway track, runway and
draft.

Transportation Planning - L

Planning is the task by foresight to
meet the inevitable. As applied to
orderly movement of people and goods
in any city or a region which certain
boundary constraints, this task is called
transportation planning. This is made
possible with application of socio-econo-
mic inputs, modelling techniques and
viability of operation of transport systems.
The computer and its pheripherals are
very handy in data storage, costing,
analysing and evaluation of acceptable
systems.

The data inputs are population density,
vehicle ownership, per capita income,
employment, extend of land, financial
resources, etc. The input of relevant
data in the land use models give land use
plan.” The use of land for residential,
Industrial, commercial, public and semi
public purposes are obtained. Zoning of

above uses of land for homogenity and

compactness is the next stage. Using trip
generation model, zonewise total number
and categories of trips such as work,
education, social and recreational purpo-
ses are calculated. Zones which generate
large number of trips are called sources

.and the zones’ ‘which attract significant

nur_nber of trips are referred as sinks.
Trips are also classified as home based
and non- home based tnps Residential
zones are trips generating zones and work
places are attractive zones. The distance
of travel between a generatmg zone and
_an attracting zone is a link. Thus, at the

- MIDS Bulletin, November 1992

512

one end of the trip is the origin and the
other end is the destination. Using trip
distribution models, interzonal trips are
calculated. Based on the cumulative

value of trips between generating and

attracting zones, desire lines of trips giv-
ing trip lengths and concentratlon are
amved

,The peak concentration is generally in
the range of 10 to 12 per cent of total

. daily trips. "The next stage is the use of

mode! split model which gives the pro-
portion of trips to be catered by road and
rail transport’ systems in the desire. line
corridor. Then, with the use of assign-
ment models, trips are assigned to various

links in the road network in the corridor.

The cumulative trips irr each link should
be well below the capacity of the link so
that the flow of vehicles during peak
condition is at reasonable speed, safety
and tension free driving. If the existing
capacity of the system to which the trips
are assigned is inadequate, capacity im-
provements either by management tech-
niques or by physrcal rmprovement have
to be made. It is at this stage, factors

other than technology, such as feasibility

cost, environmental aspects, political in-
fluence, public response, land availability
play a vital role. ltis also at thls“ stage,
foresight and wisdom of experts m rela-
ted areas, the legal aspects, sources of
financing, the proposal benefits of ‘invest-
ment are |mportant consideration in rating
alternative solutions.” Operation research
techniques and economic analy‘srs are
very useful tools to decide the best trans-
portation plan

Any time lag between decision making
and execution of the plan may lead to
cost escalation, litigation, loss of political
patronage, and public criticism. In such
a case, appropriate transport system
management will be an effective remedy
and a short range measure with minimum

delay at marginal cost. Care should be

taken that this short range measure will -

be a component in the long range pro-
gram.

Measurable Interaction of Iand use
and Transport : Ct

Transport capability of a system is
measured in terms of passenger kilometers
per hour. In goods transport, it is mea-
sured in tonne kilometers per hour,

Land use activity is measured as number
of people living per unit area in residen-
tial zones, number of jobs available per
unit area in commercial zones, tonnes
cf cost of goods produced per unit
area per day in Industrial zone, and out-
put of food grains in tonnes per unit
area per year in agricultural land. .

Traffic science is the study of inte-
raction between land use and transport
inany location. It is the ability of trans-
port planners and the experts in related
areas to provide the trantport capabiiity
to meet the land use activity in the

location."Any change in one will affect

the efficiency of tha other. Historically
transport capability is a delayed respouse
to the land .use - activity which -is"not a
healthy practice. In some cases, trans-
port capability beings |ncrea5@d land use
activity. Gorer SR TR R

- Experience in. the last four decades of
transportation planning and - management
in major cities in the world is that there
is no one time solution or a sustained
system/systems to balance demand and
supply of travel. However, the concept
of Transport System Management (TSM)
as practiced in developed countries has
brougt  significant improvements . in
meeting travel demands. It is a quick
fesponse approach.
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Many planners forget that walking is
a mode of transport in meeting the
travel demand. Cycles as the most energy
efficient ‘and least cost mode are also
not given much importance. While
formulating transport system planning,
there is a case to consider these two
important modes either for short trips or
as a complement to other mass transport
systems.

Transport System Management (TSM)

The TSM concept aimed at increasing
the efficiency and capacity of existing
facilities and right of way of the trans-
port systems was introduced jointly by
the Federal Highway  Administration
(FHWA) and Urban Mass Transportation
Administration (UMTA) of USA in 1975.
It has an important component of com-’
prehensive  transportation plan. The
TSM should respond to current and
future needs. The objectives of the TSM
program are to reduce traffic congestion,
facililate the fiow of traffic and to
preserve and revitalise mass_ transit
systems. The fcllowing specific action
plans are considered in the preparation
of transportation system management.

* Improvement in traffic operations by
traffic engineering methods,

* Preferential treatment for transit and
other high occupancy vehicles (HOV) '

* Appropriate prowsuom for pedesmans
and bicycles. ST

* Management and control of parking.

* Staggering work hours and peak
congestion pricing mechanism.

* Transit service improvements.

* |ncrease in
efficiency.

transport ° management



Classified Action Plans of TSM

’

Based on the concept.
guidelines of TSM the classified action
plans are listed below :

1. Traffic Management

Itis aimed for better traffic flows with
improved capacity of facilities.

{
\

{a) Traffic operations

* Qeometric improvements of roads and
intersections

* One way street system

* Provision of turning lanes

* Restrictive free turning

* Free flow lanes
(la)k Tratfic Control

* ;Optimisi'ng isolated signal timings

* Coordination and Improvement in route
.and area traffrc signals

*Metermg of high speed ~and high
volume roads '

* Surverllance and control of access con-.
- trol roads

(c) Roadway assignments .. - N

- * Excluswe bus Ianes
. Bus only streets .
. Contra flow lanes

,:- Reversrble lane systems

.

(d) Pedestnan and brcycle ways '

» Adequate wrdth of footways
- # pedestrian grade seperation

.}i‘,Brkeways,ib:ke priority crossmgs and
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and broad -

2. Transit Management

It is aimed at patronising and improving
transit riding,

(a) Transit Operations

* Bus route and schedule madification
* Express bus service

'Bus priority signals o

. * Bus terminals

(b) Transit Management

* Simplified fare collection

* Demand oriented operations

* Improvements for passenger comfort
and safety |

* Fleet improvements

* Maintenance Management
(c) Inter model coordination Y

%a

* Park and ride facrlmes for all travel
. modes

* Free and safe pedestrian ﬂows with
basic amenities ,[‘
N Il
* Terminal and transfer improve.nkeqnts
o S x
3. Demand Management :

It is aimed to discourage iVehicle
ownership and reduce trips. b

(a) Paratransit operations

* Service of auto, taxi and other modes
* Car and van pool programs
* Jitney services

* Eiderly and handicapped services

(b) Work schedule

* Staggenng of work hours
* Changing of school tnmmgs
* Flexible working period

* Fouera‘y week

4, Restrain measures

it is aimed to discourage vehrcle tnps
by restrictive measures.

(a) Parking management

* Curb parking restrictions
* Clearways
* Metering of parking

* Off-sheet parking restrictions

*

HOV preferential parking

* Entry restriction to high density land

use

{b) Restricted areas

* Area licensing
* Auto restricted zones
* Pedestrian mall

* Residential traffic control

(¢) Pricing

* Road pricing (tolls)

* Low occupancy vehicle toll.
* Petrol tax

* Differential transit fares

* Elderly and handicaped fares
* Reduce transit fares

* Free transit service

There is a strong case to implement
many of the above classified action plans
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in all the major cities of India. Each. city
or a part therein may be taken for specific
need based action plan for quick res-
ponse. :

Financing Transport Projects

The component value of transport sec-
tor in many countries ranges from 10 to
15% of their respective GDP. The expen-
ses for the use of transport by each family
are worked out to be around 10 to 15 per
cent of the household income. However
there is always a shortage of finance
required for improvements of the existing
transportation facilities as well as the
development of new facilities  inspite of
collecting central and state taxes, gross
subsidy, grants and borrowings. The lack
of adequate finance for the transport
infrastructure is also very acute in almost
all cities and major towns.

As regards, the inter-state and inter-
regional transportation, the complexities
are many. In this part of the country,
highway network and the rail transport
systems are running parallel and close
to each other depriving accessibility
to large extent of interior areas. The
accessibility to rural settlements and
cost effective transport of rural products
are dreams to come true. The long
coast line, its accessibility and the
exploitation of sea based resources need
capital and corporate planning. The
Governments both at central and state
levels. with the necessary political will,
administrative machinery, skills of techn-
ocrats, expert financial advisers and
public awareness should be able to see
the light in the near future. Mobility
of the body is as important as the
mobility of mind. Let us think of the path
(transportation facilities) for prosperity of
people of this region as a whole.
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Some Observations

- " If you want a Road, you pay for it.

If you do not want a Road, you “pay
more’’.

We are fortunate ~to have : our own
satellites which provide the accurate and
vast data for identifying water resources,
soil fertility, locating minerals and ‘oils,
weather forecasting, forest cover, agricul-
tural output, - harvesting marine products
and trends in population settlements.
There is a great potential to use satellite
photographs to map the current transport-
ation factilities in the southern region and
to improve and develop the total trans-
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portation systems, both surface based

and airways for the smooth, safe and

efficient movement of people and goods
in and out of the southern’region.' -

T s :
As regards the road planning, the

coastal highway need -upgradation for
uninterupted flow of trucks. The missing
links and substandard pavement of inter-

state highways need priority in exscution..

As regard the finance transport sector,
privatisation is to be, encouraged for
construction and maintenance of regional
and inter-regional highway network. A
beginning has already been made which
will be an indicator to future paolicy
foermulation,

Gandhiji and the Indian Economy*

Some definitions '

I wish at the outset to set forth some of
the features of the two subjects of this
paper, Gandhiji and the Indian Economy
today.

One Aspect of Gandhiji

Gandhiji in his living, thinking, teach-
ing and in his death is an inexhaustible
subject, with no beginning and no end.
Out of this, his multifaceted life and

personality, | wish to limit myself rather

narrowly to only one facet, that is to
Gandhiji's views on economic matters,
with particular reference to the Indian
Economy. | am not approaching the sub-
ject in terms of what has come to be
called Gandhian Economics — a term
coined even during his life time and in
use even till today! — for two reasons.

First, Gandhiji is larger than economic
science. He made it clear that he was
not an economist 'in the professional
sense, He had not read Adam Smith
David Ricardo, the Mills, father and son:
and Alfred Marshall. He drew his
thoughts on economic affairs from 3

sources. The first was his deep ethical —
spiritual convictions, and the second was
his close involvement with the economic
conditions of the people, particularly the
rural people who formed over 80 per cent
of the people in the country in his day,
the third was his reading and reflection
and the results of his putting into action
what he read of the Utopian’s Ruskin’s
Unto This Last, and Tolstoy’s The Kingdom
of God is within you. It was from these
3 sources on which he reflected and
acted from his South Africa days, result-
ing in a synthesis of his ethical/spiritual
beliefs on Ahimsa and Truth alongside of
the massive and baffling economic prob-
lems confronting him and the country. For
him real progress was “moral progress’,
and to use his somewhat startling words
“true economics stands for social justice
and moral values”.? His ideal of true
economics which was to “‘manufacture
souls’ and not material plenitude is also
expressed in his own unique language.
“Let us seek first the Kingdom of God
and His righteousness and the irrevocable
promise is that everything will be added
to us. These are the real economics’.?

But we economists should realise that
even as Gandhiji thought and expressed

* Part} of the Annual Gandhi Memorial Lecture by Dr. Malcoim S. Adiseshiah for the Gandhi Peace

Foundation, New Delhi, January 30,71992.
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himself thus, he was adhering to one of
the two streams from which economics
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has flowed and grown — the ethical on -

the one hand, and the engineering on the
other, as one of the recent economic
treatises reminds us.4 The ethical tradition
as pointed out is the ancient indian way
of approaching any human problem, a
tradition which includes Kautilya and
Valluvar and more recently Vivekangnda
and Tagore in India, and Mill, Marx ‘and
Marshall outside India. - The engineering
tradition is more recent and traces back
to the French physiocrat, Quesnay, and
our' own Dadabhai Naorgji, ~and more
recently to Leon Walras and the mathe-
matical -economists who have followed
him. - Gandhiji belonged to ethical tradi-
tion. -and . affirmed -his belief - that
economics Is related to metaphysics and.
other human sciences with the resound-:
ing words ¢ I must confess that | do

not "draw . a -sharp.or -any distinction-

between. economics and -ethics. Ethics
that : hurts the moral -wellbeing of an
individual..or -a nation are immoral and
therefore - sinful. .. -Thus the economics
that: permit one country to prey upon
another. are immoral”. ‘Incidentally - |
should ;say that | belong to the ethical
tradition, because | am concerned with
the ends as much as the means of living.

I said earlier that I do not use the
term Gandhian Economics.and what it
~ implies _ doctrinally for two reasons. |
. have just explamed the first reason. The
second reason is that the laws of econo-
mics -are not tied to one person or one
group or one age. They are universai,
or they are not laws. The apphcatlon of
~ these laws, however, vary ‘With the time
rand place ‘under  consideration. The
" means; ,of,‘_,worklng and living in .the first

»century AD are different - from . those

s-fa .,éxsstence are perceived in one .
way by the people of the cold north
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American

and differently by the people of the
warm tropics.
of life and work change over time, so
that the application of the economic
principles which are universal, takes on
different substance and form at different
times and ages. Taking the principle of
Justice, the case of Adam Smith might
be considered. He is much maligned and
continuously misunderstood as believing
that human beings and society are moti-
vated just by self interest in support of

" which his fameus words are quoted “it

is not from the benevolence of the
butcher, the brewer or the baker that we
expect our dinner, but from their regard
to their own interest. We address our-
selves, not to their humanity but to their
self-love and never ,talk to them of
our necessities but of their advantage’’®,
But a reading beford and after that
passage shows that Smith believed that

cooperation and assistance is the basis:

of human economic relation and that

justice is not - only the foundation
of society, but the desire for = fjustice’
is innate to human nature. - Hate the

universalism of the principle of :justice
is affirmed by Smith. When Gandhiji
applied this principle to India of - his days
he found that “‘the introduction of, labour
saving devices in a country with wolves
at the doors is a flagrant injustfcé to its
dumb population”.. Again while 'he used
statistical avereges he always modified
them by giving the central place and the
absolute importance to their individual
and drew the attention of the economists
to their moral responsibilities 'in this
regard.” To speak of Gandhian economics
is misleading because it is not economics
which is Gandhian, but its application to
our time and conditions as declared by
Gandhiji's perception. This is similar to
there being no .Indian economics or
economics or Communist

.economics, but only the general econo-

mic’ principles as applied to India or

Again the conditions
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America or the communist system. |
would therefore advise that we. avoid
using this misleading term and instead

concentrate on the economic ideas, the .

economic teaching resulting in action,
and the economic precepts of Gandhiji.

Five facets of the Indian Economy
Today -

Just as we limited ourselves to one
aspect of Gandhiji, his economic pre-
cepts and practice, so too when it
comes to today’'s Indian economy
we shall limit ourselves to five issues;
a) the Balance of Payments problem;
b) the issue of inflation' c) the problem
of unemployment and underemployment:
d) inequalities in income and assets
and ownership: and e) underground
economy and the moral basis at the
back of the whole ecanomy. It would be
my endeavour to look ateach of these
problems both quantitatively and
qualitatively which are massive as they
characterise our economy today and
try to probe what Gandhi’'s reaction to
them would have been, This second
guessing of Gandhi and his reactions to
the Indian Economy today is somewhat
difficult and risky. Itis difficult because
it is not possible to just transpose
Gandhiji's economic suggestions and
solutions to the five problems facing us.

We will have to establish in each case -
the core of the problem, and abstract

from Gandhiji's economic precepts and
the hard core which can then be
mirrored to reflect on Gandhiji's possible
reactions to the core of the problems.
It is risky because the exercise is a
personal one, and while there can be
broad agreement on the core of each
economic problem facing
which can be derived from facts and
statistical data, there is no such objective
means of arriving at the core of Gandhiji's
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the country

precepts relating to it, because that inter-
pretation of.what is regarded as the core
of Gandhiji's thought could vary from
person to person depending on many
factors, which cannot be examined
here. Even so, 1 believe given the grave
situation in which the economy and we
the people are caught, which is on
all fours with the crisis facing Gandhiji
and the people when we were under
foreign rule, it is necessary to make this
attempt to see what Gandhiji would say
to us today, if he says anything at all.
This last qualification, if says anything
at all, should not be straightaway dis-
carded, because in some cases the
problems may well be beyond the limits
to which the core of Gandhiji's precepts
could be pushed.

With this background scenario on
Gandhiji and the Indian Economy of
técay, let us analyse briefly each one of
the five issues characterising our economy’
and determining our lives, particularly the
lives of those whom in Gandhiji's days
used to be described by our rulers-both
foreign and Indian” - as India's dumb
millions” who need to be roused from
their “pathetic contentment.”

Balance of Payments Problem

The balance of payments problem
arise out of cumulative excess of our
imports over our exports. In the 46 years
of our independence and functioning
of our economy, itis onlyintwo years
that there has been an excess of our
exports over our imports. This trade
deficit which has been built up cumu-
latively has, in part, been met by our
invisible imports-mainly the remittances
from our fellow countrymen and women
working abroad particularly in the Gulf
countries, the concessional loans made
to us by foreign countries and some



profits that our companies abroad

earned. The other part has been met by )

‘our international commercial borrowing.
Now in the past two years these invisi-
bles have declined sizeably and our credit
in the international commercial market is
near zero, so that we are not able to borrow
intensely abroad: this means that the only
means of paying for our imports and the
interest ‘and capital repayments - of our
foreign debts (which exceed $80 billion
or Rs.1 lakh crore today) is our expoits
and our heavy borrowing from the two
international financial institution, the IMF

and the World Bank. Take the $6.6
billion of loans subscribed this year by"

the Aid India Consortium, which compri-
ses 12 countries and the Waorld Bank.
The loans offered by the foreign govern-
ment which amount to $3 billion have
to be used to buy machinery and raw
materials from within the lending country,
As for the other $3 billion subscribed
by the World Bank and the $5 to 7 billion
on long term credit being negotiated by
us with the International Monetary Fund,

the 5 conditions under which these loans

are being offered and quite clearly and
openly explained by the ManagingDirector
of the Fund when he visited India in
August last are: i)government expenditure
to be reduced so that the government’s
deficit is cut from the current 8.7 pef
cent of GDP (the National income) to
4 per cent,  which involves deep cuts
in subsidies which will hurt the poor
and reduced defence - outlay; 2) trade
reforms to be intensified removing all
non tariff. barriers_on imports into the
country; -3) tax reform involving reducing

customs duties and raising excise duties

which . will - raise prices and hit the poor

‘and . lower  middle : classes; 4) indusirial
policy s reform -involving introducing an.

"exit policy” .. under, which all -sick

public and, private . companies - will be

.- closed which will increase unemployment.
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and transfer all production increasinglY |

to the private corporate companies; and
5) reducing prices of infrastructure while
increasing rail and airfares, crude oil
prices, coal prices etc. which will
further feed inflation and affect the poor.
On top, even these loans give only
temporary relief because they have to be
repaid within five to 10 years (this is
called long term credit) from our export
earning. Hence there is very heavy

_concentration on increasing our exports.
We have created an entire ministry-the’

Ministry of Commerce - which, till the
beginning of the seventies was concerned
with internal commerce, paying continu-
ous attention to khadi and Vvillage

industries, "as seen in the report of the

Khadi and Village industries committee
in February 1968° chaired by the minister
Ashok Mehta. (incidentally by this time
the khadi industry had shifted its
emphasis from the Gandhian directive
that - it should be mainly (upto 80 per
cent) for self sufficiency of the spinner
and his family, and only a small part of
spinning for the market, to 4 per“cent
being for self sufficiency and 96 per
cent for the market (see the Ashok
Commission report para 2.19), Now,
particularly the com:merce ministry f:seems
to have just ore aim, that 'is to
export and export and export wijthout
any let up. We have created five organs
for this purposs, the Export Processing
Zones, the Export Oriented units, the
Trading Houses, Star Trading Houses and
Ex-lmp Scrips. And yet our exports are
not increasing but decreasing by 4.2 per
cent from $8652.66 million in April -
September 1990 to $8113.32 million
in April - September 1991, according to
the commerce ministry. One means that
we have devised of obtaining some relief
from our export not increasing has been
to invite direct foreign investment, for
which, given foreign companies the right

" clusion of the more

to invest upto 51 per cent in Indian com-
panies and in some cases even upto 100
per cent. The latest government report is
that as a result so far only $85 million
foreign investment has comein (compared
to $ 2 billion in China and 8 1.5 billion in
indonesia). The Foreign Investment Pro-
motion Board just set up by government
as a clearing agency for multinational
investment has not had much business
and so has taken the initiative to invite 3
US giants — Coco Cola, General Electric
and General Motors — to submit concrete
proposals to the Board. ‘Against this bind
that we have got ourselves into in regard
to our import-export trade and particularly
the problem of paying for our imports
which is one particular manifestation of
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our consuming more than we are produc- -

ing. that we are spending more than we
are earning, let us turn to Gandhiji's ideas
on foreign trade as expounded by him in
relation to Swadeshi and Khadi when he
says ‘'the centre of Swadeshi lay in Khadi”
and that Swadeshi is ‘‘that spirit in us
which restricts us to the use and service
of our immediate surrounding to the ex-
remote’.'¢ For
Gandhiji the spinning wheel was not only
the key to Swaraj but among its 9 other
objectives, it would check the erosion of
our wealth to foreign countries and he
expressed this thought vividly in saying
that the spinning wheel was deployed
both for promoting the spirit of Swadeshi
and ‘carrying out the boycott of foreign
cloth, describing these two uses as the
benign and tertible aspects of the spin-
ning wheel, Kumarappa carries this
doctrine forward and says the commodi-
ties produced within a community should
be for domestic consumption and only
its surplus shoud be exported. Some
communities may have some residue
after satisfying their ,domestic require-
ments. ' This he calls the natural surplus
whiph excludes trading abroad in goods
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the exports of rice,

needed by the people of the country. It
is not possible today to go back to the
system expounded by Gandhiji and elabo-
rates by Kumarappa. But the export of
vegetables and fruits badly needed by the
poor people (vegetarians) of South India
to the Gulf countries, the export of rice to
those countries at a time when the majo-
rity go to bed every night hungry, the
government’s decision to set apart a per-
centage of the production — say 30 per
cent in the case of tea - for exports, all
these should be examined in light of what
we have learnt from Gandhiji. For me, the
core in his view on external trade is that
we — all of us, government, parliament;
business houses and people, particularly
economists — need to face the basic
question, what is the purpose of our ex-
ports ?  We go on pushing ourselves and
our people to export more and more on
the plea that we are now part of a “’glo-
balised” trading world, we need to ask
what is the purpose of our exports. For
me, the answer is that we must export
enough to i) pay the interest and part
of the principal on our debts (which today
amount to $ 80 million) and ii) to pay
for absolutely essential imports, (particu-
larly those for our infrastructure) which
should exclude all consumption goods
which should be produced within the
countty. All that we are doing to reduce
unnecessary imports - unnecessary in the
sense that they are used to produce non
necessaries and luxury goods - should
continue and be intensified but the main
question that we must face is the pur-
pose of exports. For the answer to
that question indicates that using
the above two criteria, our present level
of exports is adequate and can even be
reduced in terms of the necessities like
vegetables and
increasing tea packages that we are
exporting.
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Inflation Problem

Currently we measure the rate of
inflation by the wholesale price index,
which till 3 years ago was around 5 per
cent per annum, and is now at 15 per
cent per annum, and despite what the
government forecasts is likely to remain
at that level, because the seasonal
downswing ended last month. December
199t, and despite a good monsoon this
year continuing the good record for
the past 2 years, prices will remain at
the high current level. - For the poor man,
(and let us not forget that when we
talk about the poor man we are talking
about 60-70 per cent of our people),
for the man in the street and for the
housewife who does the daily shopping,
it is not the exotic wholesale price index
which guides his/her daily life and
shopping, it is the retail prices, where
the index shows double of what the
‘wholesale price index shows and so is
at 30 per cent. As noted, we have had
a good monsoon and a bumper harvest
for the last 2 years (which for this
year is expected at the same level of
175 million tonnes of foodgrains as that
of last year) and the buffer stock of
wheat and rice has already passed 20

million tonnes. Despite this, the prices

of rice and. wheat are rising and are
being kept down in the public distri-
bution system (which does not reach
‘the really needy rural poor) through
heavy  government subsidy which as
noted earlier the international financial
institution want to see reduced. The
_price rise on rice and wheat is also a

"+ consequence of their export to the Gulf

~ countries  as noted earlier. Further, the

‘government has got the Reserve Bank
to follow a tight' money policy to the
‘point where the medium, small “and tiny
- entrepreneur’ is  notable to - keep up
~ his production and is forced to lay off

~ part_of ~his workforce. Interest rates
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have been hiked which makes such

" borrowing as is permitted very costly

for the small farmer and the industrial
producer. The one area which need
attention and early action is government
expenditure particularly what is called
non development expenditure which
include the salary of the government
staff- (unior;, state and local bodies)
which increased last year by 1100
persons and Rs.3000 crores, the defence
outlay where the increase last year was by
Rs.3000 crores, subsidies on fertilisers
and exports. Turning to Gandhiji's idea
on prices, they are related to his
doctrine of small scale and village
industries and his approach was formula-
ted as a slogan "'to render unto villages
what was due to them”, In particular,
his doctrine of village self sufficiency
brings the process of production and
consumption together and reduces the
importance of the price mechanism. The
village self sufficiency holds the key to
the prosperity of both the soil and the
inhabitants living on it. Healthy nou-

rishing food is the alpha and omega of

the rural economy. The bulk  of a
peasant’s family budget goes  to - feed
himself and his family. All other things
come afterwards. Let the tiller o? the
soil be well fed. Let him have a
sufficiency of fresh, pure milki: and
ghee and oil, fish, eggs and n{éat if
he is a non vegetarian. What '(:ould
fine clothes for  instance, f:avail
him, if he is ill nourished and underfed ?
The question of drinking water supply and
other things come ,next“. in such a
scheme - of self contained communities,
aggregate expenditure would be equal to
the aggregate income and there would be
no leakages and no question of over-
pricing -or underpricing. - The basic core
in this view of Gandhiji concerning our
problem of inflation is that we have to
start with the need to limit our demand

and marketing to what is necessary for
our living. Until there is some limitation
of wants, there can be no break in the
price spirit. All the other measures that
we have taken, such as decreasing the
supply of money, increasing its cost for
the large industries, the promotion of
small, tiny industry which is dealt in the
next section, and the agreement on cutting
government expenditure sharply needs to
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be built on our examining our way of life

and limiting our wants to what Jis neces-
sary for our living. Without that basic
foundation all other remedies will involve
harsh hardships, particularly on the poor
consumer and tiny producer and farmer
and will not really arrest inflation and
reverse it.

(To be concluded)



Book Review

BERCH BERBEROGLU (Ed.) Class, State and Development in India
(Sage, New Delhi: 1992), pp 330, Rs. 275/- (hb) and Rs. 145/- (pb)

This book consists of nine essays, -

together with an editorial introduction,
and an appendix containing a discussion
on the political economy of Indian deve-
fopment. The essays deal with, princi-
pally, the evolution of the Indian social
formation in the colonial period, the
political characteristics of the capitalist
class, and of the social groups in the
rural areas, the forms of opposition to
these ruling sections from peasants, wor-
kers, and tribal people, and a relatively
detailed treatment of the process of con-
centration of capital during industrialisa-
tion, and of women’'s role in industrial
employment.

The pieces are not original, most of
them having been published in journals
dealing with the political economy of
development, such as the Journal of Con-
temporary Asia, the Bulletin of Concerned
Asian Scholars and Social Scientist. They_
are all also rather old, dealing with fairly
familiar issues and with data of the middle
1980s, if not earlier. It is then fairer to
the (presumed) intention of the editor, to
treat the book as a set of readingson
Indian Political Economy suitable for the
MA or M.Phil level, rather than as new
contributions to our understanding. In

this sense, the book comes across rather |

well.  As most of the pieces were written
with a non Indian audience in mind, there
are few assumptions made, except of
course, on the perspective that the reader
. is expected to have. The issues are dis-
cussed with' a degree of clarity that is
rarely to be found in Indian journals.
There is also a welcome plurality within
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- the left-wing perspective that all the

contributors share.

It certainly requires some commercial
courage to publish a book basing itself
straight-forwardly on Marxian political
economy principles, in 1992. Perhaps we
may conclude from this that the remarka-
ble institution of the market shows greater
prescience than all the sophisticated

“political obituaries of Marxism by the

Fukuyamas of this world ! What is mis-
sing in the book, which would have made

it truly a volume of the 1290s, however, -

is any discussion of the new forms of

opposition to the earlier social consensus,

broadly speaking that of.Nehruvian socia-
lism, secularism and ethnic / nationality
policies. Plausible explanations for the
growth of protest movements for greater
autonomy for linguistic groups, against
large scale development projects threaten-
ing the environment and livelihoods,; for
equality of opportunity in employment,
and for the undoubted growth in the mass
support to communal politics are the cri-
tical requirements of the day. They would
be the real test for "the relevance of the
Marxist approach to the study' of Indian
society” which the editor states to be his
objective. In their absence, Marxism may
well recede, at least in academic life, to
the status of yet another challenge to
capitalist liberalism, promoted by crackpot
m essiahs, that Fukuyama rightly sees as
of no enduring world historical signi-
ficance. The academic community surely
has its own role to play in preventing this.

!

— Nasir Tyabiji
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EDITORIAL - SOME HIGHLIGHTS

I. General Economic Scene

State

Viit Plan

Once more the State Planning Com-
mission has met and finalised the Vill
plan proposals, at Rs. 10,300/- crores
for the VI Plan and Rs. 1700 crores
for the annual pfan 1992-93. The main
features of the Vil Plan are: proposals
for decentralised planning at the district
tevel. (This is a repeat of the 1976
. intentions which was turned into 15
district plans but remained only that.
The bottleneck here is the absence of a
) political will to decentralise plans, powers
: and funds. Is there reason to' believe
that this will be changed now? Second,
the priorities in the plan are set forth as
drought proofing and poverty alleviation.
(This too is a repeat of what has been
laid down since the IV Plan with no
practical effect on combating droughts
or reducing the number of poor. Will
t!‘tere be really adequate resources alloca-
tion for the 2 priorities?). Third, the

importance of agriculture is stressed and -
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industry is expected to grow under the
personal care of the chief minister, who
is also the minister of industry and
chairman of the Planning Commission.
To back up this development 1630 MW
additional power is to be created and a
15 year perspective plan formulated to
provide the basis for long term progress,
Of these two decisions, the second -
15 year perspective plan - can become a
reality if it is based on the methodology
followed by the 1972-74 ten year pers-
pective plan. While all the other pro-
mises will probably remain on paper,
this could be implemented. But has
the State Planning Commission got the
machinery to carry out this important
function? It seems doubtful.

1993-94 Plan and some financial
issues

Work has already started at the level of
the State Planning Commission on the
1993-94 Annual Plan for the state. The
State Commission has placed the Plan
at Rs. 1891 crores, which is 8 per cent



above the current year blan size, which

had to be discusced and rediscussed byﬁ"
and ""the - Deputy. .~

the chief minister
Chairman of the Union Planning Com-
mission and which was finally fixed at
Rs. 1781 crores after it had got up as far
and high as the Prime Minister, who is
the chairman of the Union Planning
Commission (see Vol. XX!ipp117 & 231),
This increase in the proposed State Plan
outlay of less than 10 per cent seems
normal and moderate, but can -only be
judged when more data is available on
several counts such as: a) the national
outline annual plan for 1993-94, b) the
states resources position at the end of
the year, particularly with regard to
BCR - Balance from Current
c) the unfinished parts of the current
year’s plan, d) the demands of the non
plan sector etc. But the financial signals
are not favourable as indicated in the last
issue. On top, one additional DA has
just. been declared (mid October) which
will add Rs 113.52 crores to the budget
deficit this year and will be Rs.170.28
crores in a full year and the DA for
pensioners will amount to Rs. 17.45
crores this year and Rs. 214.17 crores in
a full year.

Water during’October
:. Water position in the stater presents an
interesting scene. - By the third week of
the : month, the :state,  particularly the
southern districts;: received such - heavy
rains that some dams like those in Kanya-
kumari district suffered serious flood
damage:-whose costs and effects =" in
both human and material terms are still
being assessed. As a result, 10 out of
. 22 districts receiving excess  rainfall and
‘eight - others  receiving '’ normal - rainfall
(South West monsoon), all the irrigation
tanks like - Bhavanisagar, Periyar, - Vaigai
. and: all' in Tirunelveli and Kanyakumari
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Revenues,

rict are fyl upto the brim. Mettu,
$0, for the third time this year has filled
up and s overflowing at the rate of
34.000 to 70,000 cusecs. While this
assu.res a4 good samba and ever late
kharif erop and meets all drinking water
nee(.js €ven in the remote areas, and is of
Particular help in regard to hydel power
generfation for the balance of the year,
there is also a serious danger faced by the
state. This danger stems from the fact
that this suiplus water situation has arisen
even bzfore the onset of-the North East
monsoon, which is likely to break out
$00N — on any day now in the last week
of October. Now the authorities must
plan ahead as to the points at which the
tanks can and'should be breached so that
surplus monsoon water is let out without

damage to house or standing crops. This

advance planning in the areas of irrigation
tanks and hydel reservoirs should be done
NOW to avoid calamities like what we
have had in the past.

Power ,,

The power scene in October, had many
positive signs. As noted, the filling up
of the 15 hydel reservoirs in the state has
enabled the Tamil Nadu Electricity Board
1o remove completely all restrictions on
demand of all HT consumers — for the
first time in seven years. Also with the
power ' generation’ made Epossible, the
Board forsees no power cut’ in 1993-94.
Overall there are some positive and some
negative features in the power scene on
all India basis. On the 'posﬁiv’e side, with
the good response of the private sector to
participate in power generation, the Tamil

Nadu Electricity Board has offered 5 more.

specific projects to the private sector:
a) two 500 MW units involving an outlay
of Rs. 2600 crores which is the North
Madras Stage Il project, b) a 450 MW
thermal project at Vemban; c¢) two

100 MW diesel engine powar plant at
Samayanallur ; d) 4 majorrmedium hydel
project at Bhavani (90 MW), Stage !l
Frode (30 MW), Parakyar, Nagercoil
(25 MW) ; only mini/micro projects at
Thaliyar (500 KW) Siruvani at Coimbatore
(3 MW), Kallapallam, near Kotagiri (10
MW), Lower Kothgudiar, near Bodinayak-
kam (5 MW) and Manjalore near Theni
(10 MW). This last group of mini/micro
hydel projects have been taken up fast —
10 private companies applying for operat-
ing the 9 projects. Similarly in Karnataka
the private sector is extending the field of
wind energy as well as the mini/micro
hydel area. Here the Union government’s
various incentives for wind energy proje-
cts, meeting their cost, allowing 100 pet
cent depreciation has been picked up by
private companies for the Jayatmai Hills
project, Gokkak mills, KRC Brindavan
Hydel scheme, the Kabini and Hararangi
mini hydel, Suthari projects etc. Further,
the improved hydel position has ena-
bled some states like Tamil Nadu
not only to lift the ban on power inten-
sive projects but actually to widen the
scope of application of power tariff
concessions accorded to such new HT
industries in the state. On the negative
side, the problem of the massive airears
of the State Electricity Board to Nationa!
Thermal Power Corporation (NTPC)
amounts to over Rs. 1500 crores. Now
faced with the threat by the World Bank
to hold back the $1.2 billion loan to the
NTPC, the Union government has decided
to realise Rs. 1000 crores of the dues
in the next 3 years. A second problem
faced by NTPC in regard to the above
loan is the insistence of the lender, the
World Bank, that 20 per cent of the loan
should be made available by NTPC, while
the- latter is sticking at 12 per cent.
Given the sound financial position of the
Corporation and its use of the World
Bank loan not only to match foreign
exchange needs but also to introduce a
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nodicum of discipline among the SEBs,
the World Bank‘s condition should be
met. Third, the total all india power
picture at the end of the VIl Plan is still
grim. After completion of all the pro-
jects in the VIl Plan, the Planning Com-
mission, states that the country will
face a massive power deficit of 500 MW,
Finally and in light of this, the question
must pose as to whether one good and
plentiful monsoon is adequate justifica-
tion for opening power intensive indus-
tries. :

Infrastructural programmes

Urban development operations are in
the process of being decentralised,
with the state government planning to
create regional urban development
authority, each authority covering 10 to
12 towns including some large ones like
Madurai, Coimbatore, Tiruchi, Vellore
etc. This should be a means not only
of improved coordination in the local
area, but the authority should be vested
with clearly defined _Vfun’ctions and funds
to take over the planning and operation
of the development of the towns. The
high capacity mass transit system for
Anna Salai which begins with an exclu-
sive bus way is in the process of data
gathering for the complex project - on
the busway length, elevation and speed,
etc. This must be paid for by the
citizens of Madras through a specific
cess. ~Finally the work on the satellite
port at Ennore is being held up because
no private party has come forward
to join in sharing the project finance
(Rs. 556.37 crores) over 6 years, which
is to receive an assistance of Rs 450.45
crores {3150.15 million) from ADB. Just
as Madras Port has gone ahead with
the commissioning of the convergence
belt set up by TNEB, so too the
Madras Port could be entrusted with

-



the initial execution of the Ennore
scheme which will ultimately be handing
16.12 million tonnes of coal per annum,
As the private companies enter the power
generation field as set forth above, their
interest in the satellite — its finance
and functioning will grow and become
more direct.

National
Plan

Similar to the State Annual Plan
exercise, the procedure for formulating
the Union Annual Plan is now getting
under way. Here too it is proposed
to start with the agreement between
the Planning commission and Minister
and then move to the working party
details. The 1993-94 Annual plan - for

beth union and state - is being envisaged

at 10-12 per cent above the 1992-93
plan which was Rs. 84,000 crores,
Rs. 45,000 crores for the Union and
Rs. 39,000 crores for the state. This
was based on: a) the rather tight res-
ource situation during 1992-93, b) lead-
ing to no increase on budgetary support
over that of the previous vyear and c¢)a
dissaving of Rs. 900 crores. For 1993-94
itis ‘hoped that these 3 factors will be
reversed _particularly the dissaving
turmng into a saving surplus of Rs. 1300
" crores by the end -of the VIl Plan.
One test is whether a real start can be
made - even ina smal! way - with decent-
tallzed plannmg There seem to be no
sign “of any” start on this important
feature of plannmg from the exercises
currently underwav at the states level
or that of the union.

Prices S

“The mﬂatlonary pressure on the eccnomy
and _on people show some dlsturbmg
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feature, First, the annual rate of inflation
based on WPl on a point to point base
rose from 7.4 per cent on September
12, t0 8.8 per cent on September 19 and
further to 9.2 per cent on September 26

and onto 9.3 per cent on October
3. The WP! on September 26 was

229.4 against 226.7 on August 29.
Second, the annual rate of inflation on
the base of ‘‘the final index”” was 10 per

.cent when the provisional estimate was

9.1 per cent. This means that the pro-
visional estimate of 9.3 per cent for
October. 3 will have to be similarly
adjusted upwards on the basis of the final
estimates when it becomes available.
Third, all this computation with WPI is
wholly unrealistic. What affects the

common man is the rise on the consumer’

price index. An examination of the

essential commodijties for the month of !

October in 1990-91 & 92 shows that the
prices of all these — rice, wheat, jawar,
bajra, urad, gram, sugar rising sharply
which effects the poor section c¢f the
population and prices of consumer

durables rising also inexorably which

affects the lower middle class espe-
cially at the festival-Diwali-time Why
are we fooling ourselves in ucing the
WPI base? There are several historical
reasons for this but the latest is the
promise given to [IMF. and WB that
prices will be kept below the double
digit range for this year. This could be
attained to satisfy the IMF,ibut isno
indication of the problem by the economy
and the pecple. .

 ———
B e

Stock Exchangs

Will the changes made in the Stock
Invest Scheme in reducing the validity
periods and automatically lifting the
bankers’ lien on the investor deposit
account attract more investments? While
the = simplification of the scheme is
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welcome,  the issue that needs to be
faced is that of the stock market booming
with money and investments at a time
when the economy is slowing down,
This is only partly to be explained by the
events related to the scam because
even after the scam was discovered and
corrective action begun, the stock
exchange prices continued at their old
high level. Is this due to the general
perception, not unjustified, that returns
from investment in the stock market
are far higher than the returns from
industry and until this source of distor-
tion is faced, and corrected, the stock
market reform will/ not by itself reverse
the slow down in industry.

Economy

October which witnessed the second
round of disinvestmient in the equity
of publlic sector enterprises raises
several question conducting the con-
ceptualisation and organisation of the
sales and the sales procedure. One
question was relating to the reserve
price which was set at a level which
unloaded at two thirds of the bids of
Rs.2091 ‘crotes. How is the reserve
price determined? Is there provision for it
to be reviewed before bids are finally
accepted or rejected? Further if the
government wishes to make the disi-
nvestment process a success, should
thete not be full information made
available to the potential investor about
the companies whose equity is being
offered for saie, particularly the results
of their operation for the latest vyear,
In the absence of them, elemental
precautions, it is not surprising that
this third attempt at disinvestment has
also failed. The October announcement

_by the RBI of the 1 per cent cut in .
Interest rates on both large advances
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and term deposits seems to be another
shot in the same direction. But this
small marginal cut in the interest rates
will not make up for the fast drying
credit sources which industry is facing.
This is being worsened by the near halt
of treasury operation and the non review
of the various bans on ready forwards
and the ambiguity of the discounting of
finance company bills-which was expect-
ed in the current policy announced in
October. The RBIs introducing of the
refinancing facility against bank’s holding
of government and other approved
securities will not help on this matter,
particularly when the RBI refinance rate
is a high 14 per cent. This is not
to say that there are not some positive
feature in the policy just announced-
such as -the reduction in tne floor
lending rates for borrowing above Rs.2
takhs from 19 per cent to 18 per cent, as
also the cut from 20 per cent to 19
per cent in March last. But the Central
problem of making more money to flow
into industry for its growth and revival
has not been addressed. Further, the
government in its turn has to find the
means to increase the equity base of the
banks (Rs. 200 crores) and pay off
their bad debts (Rs. 8000 crores), and
the source is being narrowed down to
the government exchequer. Against this
is the pledge it has given to IMF
about reducing the deficit targets which
will be difficult. And so the money will
have to come partly from the government
and partly from the market, where
despite the poor results of the latest
sales of its equities, the public can
be expected to respond positively to a
preferential capital issue at a decent
dividend of Rs. 614 per cent. In this
connection the government is being
pressured to reduce its fiscal deficit
sharply by 3 percent of GDP by IMF
and 4 per cent by the World Bank. One



can only pity the government for
having got itself into a position where its
fiscal policy has become a foot ball
between IMF /{World Bank. On the
positive side, the government reports
rather large surpluses over the anticipated
collection from both direct and indirect
taxes. The resource starved state will in
particular welcome the large rise in
direct taxes, in which they will have a
share. But the question arises whether
the large surplus reported of government-
al tax revenue is the result of poor
budgeting or deliberate under budgetting.
This should be examined to place
budget proposals and policy on a firm
footing. Similar questions arise on RBls
forecast of rising private corporate
investment for 1992.-93 published in
its iatest bulletin. The forecastis of a 11
per cent increase for this year. Apart from
the fact that there is as yet no evidence
of such a needed rise in corporate invest-
ment, the methodology being used to
make this forecast needs to be examined
to see if it allows for the mixed trends as
between sectors — as between metals
and metal products which in any case
attracts heavy investors as against the
lower share of chemicals and.. petro che-
micals, and as between regions with the
disturbing concentration of investments
in highly industrialised states like Maha-
rashtra and Gujarat, This is part of the
Industrial policy issue which need a con-
centrated attention. The government

reports that at the end of October, the

cabinet approved Rs. 2200 crores as the
‘make a start

national renewal which will
possible for the exit pohcy along with
the gu1delmes for |ts operatlon

Iriduétnly

Over a year after the reform of the indu-

strial policy that was announced and its

formal ehdorsement by the conference of
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states ministers of industry, there is little
sign of any turn around in industry except
statistically. The average index in the
first four months, April-July 1992-93 has
moved up by 2.1 per cent because of the
decline of 1.9 per cent in July 1991
lowering the first quarter average of 3.6
per cent. Industry and trade circles also
point to the recession in several industries
leading to reduced production in auto-
mobiles, two wheelers, cement, steel,

‘paper and electronics, and the lagging

infrastructure on which little is being
done’ What is even more unpardonable
is because action could have been taken
by government immediately is that an
entrepreneur has to get clearance from
18 agencies under the IDRAA and must
confront 51 inspectors from as many
industrial laws. On top, there are the
innumerable and heavy taxes and customs
provisions; getting bank funds involves
clearance from 5 authorities, and setting
up a power project requires clearance
from 19 agencies including heavy weights

like DGTD, CCI & E and National Airport

Authority, To talk about industrial policy
reform in this context seems to be a

mockery. The government announces that .

the industrial licensing will be pruned
further, but this too could be a paper
promise. Where the government acts fast
is in areas like removing the preferences
to SSlin order to increase the area of
competition. But this is an area which
calls for some deliberation’ and phasing,
given the fact that the SSi,- according to
the 1991-92 Economic Swvey comprises
19.38 lakh small units, wtth its value of

production at Rs. 165,340 crores, employ-
ing 12,20 lakh and contributing Rs. 9,100
crores to exports. Similarly the package

of incentives'announced in early October:

to attract private companies to the oil
sector should be implemented speedily
and not remain on paper.as other packa-
ges which has led to the failure of the

three previous calls on the private sector
to enter the field crude oil and petroleum
production. At the individual industrial
jevel, the sugar industry which has pro-
duced a record output of sugar of over
134 lakh tonnes reports a loss of Rs. 700
crores during the sugar year October
1991 - September 1992, which the in-
dustry as usual attributes to higher
sugar cane prices, building up the dues
to cane farmers and so the role of de-
control in the situation is in some doubt
Another industry posing problems on
pricing and subsidy reduction is fertilisers.
What should be the objective aim and can
they be attained ;by lifting the control
over prices and distribution of phospho-
rous and potassic fertilisers and the 10
per cent reduction in the price of nitro-
genous ones ? How is the doubling of
the market price to be met ?  Will all this
achieve self sufficiency in nitrogenous
fertilisers and improve the -productivity of
the manufacturers of complex nutrients.
These and other issues await resolution
during the coming farming year. The
package software industry which has
recorded a 66 per cent growth but which
is shared between the domestic and
imported component somewhat dispro-
portionately at 17 : 83 needs restructuring
in view of the domestic demand for
packaged software being on a rising
future curve; the Indian component needs
to be rapidly expanded.

Public Sector

Apart from the need to restructure the
investment procedures of the public sec-
tor enterprises referred to earlier, another
issue that the enterprises face is the
abolition by the government of the 10
per cent price preferences that they have
so far enjoyed, This will promote com-

petition and place the PSU and non PSU .

on a more even position, but only to
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some extent because : a) the PSUs work-
ing on a top down decision structure do
not have ths ability to size up the forces
that make up the market and determine
the prices and b) non PSU units have a
greater leeway to make under the table
payments, in order to secure the bids in
their favour., Hence what is needed to
promote real competition is to reform the
decision making structure in PSUs. While
this may be a step forward, any action
taken on the recommendation of the
parliamentary sub committee on sick
PSUs to resume budget support fer them
will be a backward step and will be
giving a wrong signal to other PSUs:
some of which report every month on the
profits made.

National Production Front

Steel

Recession is gripping the steel sector —
both the alloy and special steel sector,
whose demand has fallen to less than
half its annual output, 1.2 million tonnes
out of 2.5 million tonnes p.a. produced —
as well as the public sector SAIL plants
and Vishakapatnam Steel Plant (VSP)
which are reported to have been forced to
build up their inventories at 3 months
stock for SAIL (Rs. 2500 crores) and 1
month's for VSP (Rs. 120 crores). This
means that SAIL and VSP are losing
Rs. 53.5 crore a month on interest pay-
ments.. This inventory build up is not
due to recession and the reduced demand
by bulk buyers like Railways and Defence,
but also and more importantly to high
prices which followed decontrol (see Vol
XXil p12) and poor marketing procedures,
as against the aggressive marketing by
the private sector units who offer the
usual competitive price discounts. Here
both short and long term action is needed.
In the short term, SAIL & VSP should



reduce prices and even take a loss to
capture markets, push exports especially
in the case of VSP and remove the burden
of the levy for the Steel Development Fund
which is not needed. The long ~term
solution is the privatisation of the
whole steel indsutry. The government,
it is understood, has decided on this
and located 25 sites in 10 states for
this purpose. This process should be
speeded up by the government giving

the industry all help in capital, power

and infrastructure. This will enable the
full capacity of the section to produAce
25-35 million tonnes per annum.

Crude

The rise in the crude import bill for

the year by $3600 million over and
above the targeted $5.1 billion, raises
once more the question of whether

there should be an imposed cut in
consumption. The only development
being reported are plans to increase
the refining capacity from the current
51.85 million tonnes to 73 million tonnes
by the end of the VIl plan, without
any indication of where the crude
increase or the foreign exchange needed
will come from. -In addition to the slow
reduction rate indicated by the conserva-
tion -association, should there not be a
direct reduction in the supplies to the
refineries as occurs when there is labour
disruption — strike or lock outs. The
time has come to close  this option
instead of going to the market to buy -
the . needed. - (3600 million) foreign
exchange. e : ,

Coal;, - T

It is not-possible to get CIL and its
associates to increase output through ‘
increased productivity, the heavy. man-

M(DS Bulletin, December 1992

" -torincrease by more

632

power surplus they are carrying prevents
this, Hence it is- a good development
that bulk private coal users-such as the
power and cement sectors are allowed
to develop captive mines and washeries.
The amendment of Coal Mines Act
which -will be complete in the winter
session should help to start them on
this needed development. Only the
users should be made to pay their
dues regularly-not accumulate them as
the public sector power utiiities do.

Non Ferrous ‘

The . public sector NALCO has done
well for the third vyear running—on
production, sales, cost reduction projects.
It has the status of a star trading
house, and so its equity disbursement
has been successful. Here is a case
where the equity disinvestment does not

" depend on good procedures only but

on a sound production record.

Agricultural Production "
When foodgrains production is expected
than“12 million
tonnes over that of last year to
183.5 million tonnes (for 1992-93), with
1045 million tonnes for kharif and 29
million tonnes rabi, the question should
be posed as to why the !procurement
rates is low at 16.6 million tonnes till
July 1992 compared to 20.3 million
tonnes at July 1991. The result is
that the stock of foodgrains have fallen
sharply — wheat 5.3 million~tonnes and

.. tice to 6.48 million tonnes, so that the

food buffer at August end was 11.78
million tonnes against the buffer target
of 24 million tonnes and last year's 21.3
million tonnes. This has led to the govern-
ment purchase of wheat from Canada
and Australia of over 1 million tonnes

ST g e

and another million tonnes from the US.
This is aluxury which with our falling
foreign exchange resources cannot afford
and if to this is added the import of
essential pulses which are in short supply
in terms of production, the need for
taking drastic action on food procure-
ment is clear. There is only one reason
for this parlous national situation in
foodgrain stocks and that is very poor,
lag and corrupt procurement procedures.
No excuses about the comparative levels
of market prices vrs procurement prices,
or hoarding of stocks by large and middle
farmers should be accepted. The whole
procurement system should be restruc-
tured from top to bottom to avoid this
kind of situation, because we cannot
expect year after year a good foodgrain
ontput situation, while a sloppy e_md
unsatisfactory procurement policy s
being effected. The other issue which
has come up for consideration is the
scandalous status of land reformsin the
country. The chief ministers in their
conference last year set March 31, 1992
to dispose off all 23 lakh acres of surplus
land to be distributed. This year’s con-
ference of revenue ministers extended the
deadline to June 30, 1992 but the
undistributed surplus land remains still
at 23 lakh acres. There are the usual
excuses about litigation, land unfit for
cultivation etc. But West Bengal shows
that if there is a political will translated
into organisation and procedures through
which it has taken possession of 12.01
fakh acres out of 12.69 lakh acres, there
would not be this criminal delay in a
priority programme to reduce inequality
and poverty in the country. Second, the
question has also been posed at the
conference as to the use being made to
49.75 lakh acres which have been distri-
buted. There seems to be no informa-
tion on this. Is it not time that this
follow up of the small tand redistribu-
tion programme is undertaken, as to
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what crop to each allotted and redistri-
buted plot is being raised along with a
thorough survey and the results thereon
made known for further action.

Foreign Trade

The trade deficit continued to widen
from $2.121 billion in the 4 months
April-July to $2 301 billion in the &
months April-August. One result is
that the country’s slender foreign currency
assets built up through borrowed funds
from IMF and WB declined by $ 1 billion-
from $6.867 bitlion in July 17 to 5.844
billion in September 18. The effect on
the reserves of the additional increase
in the trade deficit in August by 3200
million is yet to be computed. Exports
are growing by 4.6 per cent and imports
by 22 per cent. The official position is
that  this level of imports which is
expected to go up to $7 billion by the
'end of the year, in order to increase
production and exports as a resuit of
which exports will pick up from January
1993, as and when the US economy
improves after the presidential elections.
These seem to be hopes nourished by
IMF and WB who keep patting India on
the back for what they call good manage-
ment of the economy. Once more atten-
tion is called to the need to reduce our
consumption of luxuries and non neces-
sary and so reduce our import bill, even
as improved production increases exports.
That is really the only sound BOP policy.
The WB policy towards India seems not
consistent as even as it wants the country
to reduce import duties and increase
imports, it also warns of another BOP
crisis stemming from dependence on
exceptional financing and volatile NRI
fund. Meanwhile the government has
introduced REP licenses-which is for
import replenished, admitting 6 cate-
gories of exporters for these licenses and



reducing the banned consumer goods
list as noted earlier ranging from gold to
informatics, The government also is
withdrawing from the GATT protocof as
from 31 March 1993 because the
preferences it offers do not serve our
changed trading pattern and interests
in order to place more emphasis on the
41 member STP-the Global System of
‘Trade Preferences. October also records

“the usual improved exports of a few '

industries Gems and jewellery (up 34
per cent), engineering up 58 per cent),
_cotton exports (5 lakh bales) but this
makes no difference to the monthly dismat
trade deficit and BOP scene faced by the
country, '

Aid anAc]V loans

In fulfilment of the Aid India Consor-
tium pledged for the year, Germany
finalised an agreement for lending
Rs. 919 crores (Rs. 638 as soft, and
Rs. 120 crores as grant of $21,000 to the
Rural Development Society, Velgudi in
AP, a grant pact forRs. 1,100 crores was

signed ~ under the USA AID, of which
aiding the’

Rs. 920.5 crores was for
family planning ' Programme, and UK
made a grant of Rs. 115 crores for the
Western Ghats project. ADB made a

credit of $285 million for the coal parts -

project at Madras and Ennore. Outside
the Aid India Consortium ~ agreement,
credit Suisse provided SW Franc 20
miltion to’ the Ex-lmp Bank, Rs. 225
crores of technical credit to finance
indian exports was released to

to be replaced by trade through free

exchange rates. The problem of unuti- -

lised loans is serious.” The World Bank
has = cancelled unused- loans of $1.45
billion  equal - to - Rs. 4350 crores. Of

this $800 million is IBRD loans and 450

~ million IDA “loan. - Similarly Germany
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reports that DM700 million of its aid
has not been used. At a time when the
government is knocking on the doors of
all countries and sources for resources,
this non use shows that there is loose
budgetting and that some of this aid not
really needed.

International

"IME

The IMF study on the evolving monetary
system calls attention to some important
pointers for the future entertained
monetary system. First, the US share of
world output has fallen from 40 per cent
in 1960s to 35 per cent, also resulting
in the eroding of the US dollar in inter-
national transactions. This means that
the future international monetary system
will need an effective process for starting
and coordinating economic leadership.
Is India aware of this development?
Second, US, Japan and Germany have
shown the ability to hold down inflation
without a fixed exchange rate. This
means that these countries ‘will sacrifice
their monetary autonomy to remain ina
multi-currency reserve system which is
mired in international ihdebtedness and
so has no freedom on exchange rates.
But this also suggests that instead of rely-
ing on the dollar or pouﬁd as the inter-
mediate currency, should not the curren-
cies of the 3 countries serve as the anchor
for India, as they are beginning to be for
Europe and Asia/Pacific.” 4

b
ind

World Bankn'

y _
In an important administrative reorgani-

sation which has programme implications,
the World Bank has defined its priorities
countering on reduction of poverty in the
world through ; a) Human Resource

Development, b) Private sector develop-
ment, and c¢) environmentally sustaina-
ble development. Each of the sectors has
been placed under a Vice President, two
of whom are now appointed. The objec-
tive of the changes, will be to bring the
Bank’s operations and organisation with
the types of poverty reduction and to
bring its programme and priorities in line
with its resources. This is sound and
should help India and |l world — except
itis not clear when private sector deve-
lopment gets into the poverty reduction

programme. The private sector has many
achievements but poverty reduction is
not one of them. ; -
IMF

Inspite of reports that a break through
in the GATT talks has occured in the last
week of October as a result of the nego-
tiations between Trade Official from US,
Canada, Japan, and EC, there seems to
be no end in sight as to when the talks
will result in an agreement. The Group
of 7 wants the talks to end by the end of
the year. France and others are arguing
that the Uruguay round cannot be con-
cluded until the EC and the US included
in their negotiations the effects of the
devalued dollar on grain trade, which it
regards the main obstacle to ‘this deal.
The success of the talk is needed for
world trade to develop, for the developed
countries trade, and also for the .develop-
ing countries. But there is no trigger to
set off the realisation of its successful
conclusion.

FAO forecast

AFAO forecasts, as noted earlier, that

MIDS Bulletin, December 1992

535

India will be forced to import pulses, as
the Green Revolution has bypassed the
pulses crop almost totally. With the in-
crease in population, the per capita pulses
availability has fallen from 75 gram per
day in 1959 to 40 grams in 1991, well
below the ICMR minimum of 40 grams.
This added to the import of the rather
large foodgrains is making for a very dif-
ficult food as well as foreign exchange
situation for India and her neighbours.

Woiid Watch Study

The most recent report of the World
Watch Institute reviews the 36 environ-
mental and social indices and concludes
that human civilization and the world are
still in trouble, despite some positive
trends which should be built on toreverse
the degradation of resources and set the
world on sustainable path. While world
population is increasing, there is a slide
in world grain production. The world
however in 1992 will be ata 5 year low
of 312 gms per capita this year and needs
special attention.

OPEC

OPEC may decide on reduced oil pro-
duction in the first half of 1993 to avoid
a sharp drop in prices, according to US
oil specialists. The basket price for oil
offered by OPEC units now average
$ 19.50 per barrel which could go upto
$ 20 and the increase will reduce de-
mand. Hence it will have to cut
production to counter a post seasonal
drop. The effect of such a fall on coun-
tries like India could be positive if the
national policies allow for international
prices to be reflected more fully at the
national level.
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il. Agricultural Development in Tamil Nadu

Paddy and other crops

With the good rainfall during the South
West monsoon and the consequent wide
spread precipitation and adequate and
comfortable storage in all irrigation tanks
Samba paddy transplantation has precee-
ded fast in October in the state. The
earlier kuruvai paddy has recorded all
time high of 6.5 tonnes per hectare in
Thanjavur and Nagapatinam Quaide-e-

milleth. The transplantation — will reach

10 lakh hectares by the end of the month,
the normal samba paddy area in the state
being 15 lakh hectares. Transplantation
has been completed over 4 fakh hectares
in the delta area covering Thanjavur,
Quaid-e-Milleth, and parts of .Pudukottai
and Tiruchi districts.
in North Arcot, Chingleput — MGR and
South Arcot districts have so far had
deficient rainfall and so are using water
from the irrigation wells to raise paddy
nurseries. The delay in the North East
monsoon on which they depend to com-
plete this process is causing them some
anxiety. Meanwhile the procurement
operation for the kharif is complete with
the ‘target of procuring 4 lakh tonnes
having been passed. An additional 1

lakh tonne could be procured by mid"

December. This record is on top of the
samba progress of 128 lakh tonnes. The
farmers will face the problem of storage
when the samba procurement starts. The
farmers expect that the samba procure-
ment policy will be developed, as the
kharif monopoly procurement is not to be
applied in the samba season. The govern-
ment targets for the delta districts should
be reduced in order to adjust to the limi-
ted godown capacity of the state. Further
the milling agents may not be able to
" handle all the stress that may be procured

and these factors must be taken into’
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The paddy farmers

account in formulating the new procure-
ment policy for the samba season. The
farmers will be as forth coming as they
did last year and make available for pro-
curement about 15 lakh tonnes, even as

the kuruvai procurement is nearing com-.

pletion,

Research resuits

In October, 89 research reports and the
setting up of a National Research Centre
in Banaras by ICAR are recorded. The
distribution of research reports is not,
unsatisfactory : 3 on cereals, 5 on fruits,
7 on animal husbandry, 2 on agricultural
engineering and 11 on a miscellaneous
group covering manures and pests in
vegetebles, dry farming techniques; water

management in coffee estates and other .

mix2d areas. There are still lacking ade-
quate studies in horticulture and dry
farming. But the basic quesuon raised in
the last issue remains unanswered. How
much of these valuable reformsiare actu-
ally transferred to the field and how many
are being adopted by the Tamil Nadu
farmer. Till this question is examined
rather carefully and the . result made

known, it ‘is difficult to" pronounce
on ' the quality and effe"tweness of
farm research in the (state. At
the Institutional level, the: initiative
to fund banana research .is sound
and  needed. Here the ! question

should be asked, it has faken some
40 years after the ICAR was established
and 80 vyears if its predecessor is taken
into account for the research to be
institutionalised, " because in this four
to eight decades the banana planters
and farmers ‘have suffered enormous
damage from pests and diseases and
even mote from storm and tlood. The

tissue culture research is more than
timely and can be used by the
banana farmer to counter diseases like
bunching top. Atleast in this case
after a year or 18 months, there should
be an enquity into the transfer of the
results to the plantation and the research-
positive and negative, made known.

Horticultural development

{n the state’s drought prone areas
like the Tiruvannamalai - Sambuvarayan
district, and more generally in the dry
land areas that cover the major part
of farmers and their crop lands, there
is need for spreading the successful
demonstration in planting and making
available to.the dryland farmers in the
state grafts and layers of horticultural
crops. The demonstration in the control
and state farms has been successful
in the the case of : a) commercial orc-
hards, b) commercial nurseries and
c) production of quality seeds. This
demonstration shows the dry land
farmer how large scale agriculture and
horticulture can be done on a commercial
scale. The demonstration farms grow
over 504 hectares
orchards of which about 200 hectares
are for mangoes. Also the development
of hybrid coconut is being demonstrated.
The question is whether dry farming
suitable in terms of technology and
crop can be developed to meet the
needs of small and medium dry farmers.
In growing horticulture crops it needs to
be helped by using non conventional
energy for this farming. He  has
abundance of wind, biomass, eucalyptus
and other energy plantation sources at
his - disposal and .these should be the
subject. of demonstration by the central
and state farmers. Already a lot of time

“has been lost in this area and so the

need to speedy action is indicated.
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Plantation crops

In Octobsr two general problems
affecting all plantation industries, coffee,
tea, rubber and cardamom have been
in the forefront. First, the effect of the
fertiliser price hike has affected all
the crops. UPASI computes that it
means for coffee, plantations spending
the Rs. 1.83 more to produce a kg of
coffee, for tea plantation 75 paise more
for kg of tea, for rubber plantation 30
paise per kg rubber and for cardamom
Rs.17 per kg. This is serious and doeS
constitute to a heavy burden on the
plantation growers, particularly as the
recession trends in the world seems to
be contributing and intensifying. On the
other hand, these are immediate effects
of the particular price hike following
from the cut in public fertiliser subsidy
and the decontrol and there is need
for some times (6 months or so),
to pass to assess the real impact on
the plantation industries. Second, the
plantation crop prices are passing through
a temporary phase of decline and should
recover soon and reach some sort of
equilibrium to cover the increased costs.
in this connection the recovery of world
coffee price is reviving prospects of the
International coffee quota under the
international Coffee Organization. This
will not be a repaat of the old system
but will be made responsible for produc-
tion trends. But India is a small player in
the leajue and will have to have its own
way. Thus the effect of the fertiliser
price hike on small planters who are 80
par cent of all planters needs to be in-
vestigated. How much synthetic fertiliser
does the small planter use and should he
not shift to organic manures in part or
wholly, particularly as he will not face a
heavy cost function for this bulky fertili-
ser, Finally there is need for all large,
medium and small plantations, to effect
the maximum economy in input use and



speed. The other major general issue
affecting all the plantation crops in Tamil
Nadu is the recession in prices that they
face according to the Planter’'s Associa-
tion of Tamil Nadu, (PAT). For tea,"which
this year is expected to fall to 100 million
kg against last year's 113 million kg, the
average kg price has fallen from Rs. 39 in
1992 to Rs. 33 in 1992. This ofcourse is
mainly due to the loss of the Soviet
market which bought 75 per cent of
South India tea export, and now while
the success of CIS market should be ex-
plored, it is important to get out of the

over reliance on one source and diversify-

our export sources, In coffee in which
the state crop in 1990-91 was 15,000
tonnes and in 1991-92 17000 tonnes, in
1992-93 it is expected to fall to 13,000
tonnes alongside lower yield and higher
costs. This is giving rise to discontent
with the system of pooled marketing
which is to be scrapped anyway, Itis
therefore appropriate that a large .number
of coffee growers in the state are joining
with their counterparts in Karnataka and
Kerala to form the Indian Coffee Market-
ing Cooperation Ltd (COMARK) to market
coffee. This too will take time- as the
‘growers - have been -ignorant  of the
market -and its operations for over 50

. * *

3

e

- The .. October -
industrial development must start with
- the government review
- state industries placed before the Assem-

bly .in October. There ' are important

posmve developments reported, starting

“with the decision . of the government to
- use a team of officials to attract . investm-
ent to the. . state

states and from outside .. the . country

review of the state's.

report on the:

both from other.
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years. But that is the way forward.
COMARK should specialise in marketing
the crop of the small growers. For rubber
where the state output for 1991-92 was
18,309 tonnes, the cost is well above the
price. There is need for the rubber pro-
ducer to economise on the cost and for
the government to rationalise its task on
the industry. Infact thereis .a case for
such rationalisation for all plantation
crops. PAT points out that a tea company
with an average yield of 2500 kg per
hectare and a pretax profit' of Rs. 3 per
kg, pays per hectare : a) estate duty of
Rs. 1250, b) ‘tea cess of Rs. 375,
c) sales tax of Rs. 7438, and d) union
income tax of Rs. 1553, e) state agricul-
tural income tax of Rs. 2925 and f) land
revenue and local tax of Rs. 100. This
total of Rs. 3641 of which wasRs. 10,000
goes to the state need to be examined
both comparatively non payment of in-
come tax of agriculture land holder and
in relation to other sectors and states to
provide the basis of rationalising the
taxes. The state government is aware of
the distortion and has promised to take
corrective action with regard to what the
government calls  "“genuina” problems
of the planter — what ever that may
mean. ‘

* - CLows
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This important initiative will be reviewed
when the first reports of the team are
made available. Then there are set
forth certain achievement: a) the Tamil-
Corporation  for Infrastructure
Development , (TACID) referred to in
Vol. XXIl (p22) has been given Rs.125
crores to set up the 4 growth centres
at Gangaikondan, Perundurai, Bargur and
Nilakottai on which work is in progress,

MIDS Bulletin, December 1992

and moulded components.

plus a fitth centre in Nagapattinam—QM
district, b) TACID has also started a
special area development plan for
Tirupur with an cutlay of Rs.200 crores,
c) new sugar mills are to be set up
in Tirunelveli - Kattaboman, Thanjavur,
Nagapattinam QM, South Arcot,
Chengai-MGR districts plus expansion
cum modernisation in 5 cooperative sugar
mills: d) a case by case analysis of
every Joss making PSU has been
completed and comprehensive package
evolved to ensure better results in each
undertaking: e) this is important as this
bulletin has repeatedly called attention to
the question, quoting C&AG reports and
has recommended that the government
get out of this production business, it
would be interesting to know what
“the comprehension package” consists of.
The public who pay through taxes for
these units and their losses should know
and debate the details, This report,
however, spoiled its effect by using
exaggerated phrases like the report being
an "eye openet’”” against which what
evidence there is, is negative — of
Tamil Nadu industrialisation migrating
and setting up units in other states.
The statements that “the state of drift
and despair’”” has been corrected has
been challenged by industrialists.

Turning to the positive features rec-
orded this month, First at long last,
the union government has cleared an
additional 70,000 tonnes of molasses
for export. The state government has
earmarked 60 per cent of the the exp-
ort quota for the 14 cooperative and
3 public sector mills and the balance
to the 14 private sector mills. The
basis fer this decision is not known
and should be made public. Second, MiIL
Industries is expanding its activities,
particularly in teflon lined pipes, fittings,
With the UK
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collaboration MIL is planning to develop
market for their products in the south
east asian region. Third, the [eather
industry is to receive $25 mitlion from
UNDP for its growth which will enable
it to attain an export target of Rs.10,000
crores by the end of IX Plan. Also a
committee has been constituted to re-
commend a new policy package to attract
even large foreign investment and to
examine whether leather should go out of
SS1 list. Fourth, the union government
has approved the financial coliaboration
between R. J. Brown and Assaociates,
Singapore and Kothari Brown of the
Kothari group. The Singapore firm will
have a financial stake of 51 per cent, with
the Kothari group offering engineering
services in the field of offshore oil and

natural gas both in India and
abroad, particularly . the Guif coun-
tries. Fifth, Madras Refineries is

setting up the refinery and gas sweeten-

i ing/LPG recovery plant at Panangudi near

Rajapalayam is starting Nagapattinam —
Quaid-e Millet on the road to industriali-
sation. Its contribution to the state’s
industrialisation is expanding rapidly to
Rs. 50 crores for improving the environ-
ment in the Manali industrial area, edu-
cating the workers in the dos and donts
of environmental and industrial safety,
applying for union permission to import
1.66 lakh tonnes of potash and 63,002
tonnes of ‘phosphate to meet the state’s
immediate requirement. S/xth, The second
phase of the MEPZ development has now
started with propasals involving invest-
ment of Rs. 50 crores being approved.
Among these ara the project for the
export of steel furniture by Godrej (Bs. 5
crores) : another for the manufacture
and export of motors by Crompton and
Greaves {(Rs. 6 ciores) : a third by a local
entrepreneur to manufacture sports cars
(Rs. 95 crores): Ceramic porcelain
(Rs. 8 crores). The zone has emerged as



a multi product zone, with its exporters
rising to Rs. 122 crores in 1991-92° from
Rs. 61 crores in 1990-81 and with a
target of Rs. 255 crores for 1292-93 all to
GCA. Seventh, in October after a long
wait of several months, the -government
cleared some Rs. 60 crores projects in-
cluding a 100 per cent: export oriented
mushroom culture project, and 400
tonne lactic acid project, and a video
cassette 'unit. - Another Rs. 500 crores
‘projects for making tyres, pig iron and
rolled aluminium products are, after seve-
ral months; awaiting clearance., Eight, as
a result of the negotiations and theresult-
ing agreement between labour, manage-
ment .and the labour ‘commissioner,
Seshasayee Industries which had been
closed since December 1990 will open
and resume operations from. March 31,
1993 Ninth, SPIC is doing very well

under the abolition of the fertiliser sub-:

sidy and the decontrol of fertiliser because
it foresaw this happening in 1992, Its
decision taken on programmes with TIDCO
on TN petro products and with NALCO
on Aramco and the Indo Jordan chemical
company have contributed to its 'growth.
As aresults it shares in MSE has risen
from Rs. 120 on August 25 to Rs. 200 on
September 9 : ~

S brer

On the negatwe side, first, the MRTPC

has *Taunched ‘ an * enqmry agamst the’
Madras Rubber Factory for allegedly’
indulging in unfair trade * practices. The
company has been charged with manipu-~"
lating the market and creating an artificial
~ scarcity of its products through “delibera-
tely reducing its production for’ this. pur:
pose.: Second, the embrogolio on the
granite policy reported in the last 2 issues
continues. : The Union government " has_
asked the state government to change its '
~policy “ on - exports of§ granite through

TAMIN and has sent a 3 member delega- :

tion: to dxscuss the state government’s '
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canalising exports.” But the state govern-
ment is firm on this and claims that the
policy has resulted in a turnover of Rs. 26
crores for 1991-92 and a record profit of
Rs. 16.66 crores. In fact as several
industrial groups have put up projects for
Rs. 30 crores and above, the state govern-
ment is thinking in terms of making these
companies associate sector parties, keep-
ing its equity stake down to 11 per cent.

/What the long term interest of the states

quarry development are requires atten-
tion. Third, Tamil Nadu Industrial Ex-
plosives a heavy loss making company
has been investigated by BIFR and on con-
clusion of the enquiry has appointed IDBI
as the operating agency. The operating
agency will work out the scheme of reha-
bilitation of the company. Fourth, the
state’s industrialisation drive'is being
held back by the controversy and ' resul-
ting standstill in production as’ between
two state government enterpnaes The
two relevant cases in this matter are
the Tamif Nady Electricity Board refusmg
to lift steel from Tamil Nadu Steels and
|netead procuring Rs. 127 crores of
rerolled steel from outslde sources,
resulting in the buuldlng up of |rventones
by Tamil Nadu Steel works: of Rs. 5
crores. The other ‘deadlock is’~ betwaen
Tamil Nadu Cements and the State High-
way Department in wh:cl] the chief
minister had to intervene to cancel a
a government order which facilitates the
deadlock “Fifth, while the stafe in its
report reterred to earlier takes credit for
pushing forward on the ;Tamll Nadu
Singapore corridor and the'i Rs. 2000
crore - Arochem projects, the . Tamil Nadu

_delegatxon sent to Singapore to expedite

the pr01ect has returned empty handed
and, the Arochem project is still in the
planmng stage. Sixth, Richardson and
Cruddas plant may not have closed down,
despite all work having stopped in one of
its plant and its‘labour bsing on strike
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since May. At the plant against the
installed capacity of 4800 tonnes, its
March 1991 production was 54 tonnes
and February 1992 production was 4

* : Tk

tonnes. This unit should be closed. On
the whole, the pluses in October are more
than the minus in the development of
state’s industriatisation drive.

* *

IV. Education, Science and Health

Educational reforms

Will a decline in population benefit the
country’s educational system? Kerala
may be an ‘exception because it is the
only state where population growth is not
declining rather rising rapidly. The imme-
diate results of the population decline,
including the fall in the primary school
age ‘children from the current 59.01 lakhs
to 42.24 lakh in 2001, according to the
study undertaken by CDS is the closure of
3000 schools and rendering 50,000
teachers redundant. This from the employ-
ment point of view may be regretted but
two positive results may be noted. The
qualitatively poorest schools can be clo-
sed, and the teachers who are good have
now some 10 years to train themselves
for finding alternative employment.” This
forecasts should be taken seriously and
the current fashion of opening new
schools on every possible occasion — on
someone’s birth anniversary, death anni-
versaty, etc. should be stopped. The
quality of education can be raised as a
result of this development and the inter-
vening period should be used to identify
the qualitatively poor schools. At the
higher education level, the case of auto-
nomous college have repeatedly been
evaluated. The latestone of the Tamil
Nadu colleges — 45 of them has been
also completed’and the report reviewed
by the Vice Chancellors and Chancellor.
Now is it not time to stop this futile

MIDS Bulletin, December 1992

exercise and act. There is no alternative
to autonomous colleges. There will
always be some problem or other to be
further examined. But this is the statue
of colleges every where, why are we
hesitating of enabling them to be colle-
ges. The same consideration for using
distance education with a common syl-
labus has been accepted by the states,
universities and vice chancellors. Now the
universities should stop thinking of
Distance education and correspondence
education as ‘milch cows’ to meet their
falling income, and use the possibility
they offer of extending quality education
to all who ate qualified for and desire it.

Adult literacy »

In Tamil Nadu, in addition Pudukottai
and Pasumpon Muthuramalingam, Kama-
rajar has been declared a fully literate
district. This will be followed by
Dharmapuri. This welcome feature shows
that given a disciplined and committed
volunteer force, good leadership, the
decision for literacy is fast spreading.
Now the post literacy phase should
be taker up smoothly to prevent the:
danger of the neo literate reverting to a
state of illiteracy. Kerala having achieved
full literacy of over 95 per centis now
turning to its hard core illiterates - the
literacy of tribals and hill dwellers. Here
the programme is concentration on the



3 Rs,. before turning to functionality and
awareness. But already the reaction of
the tribes is to demand more thanliteracy,
demand that literacy should enable them
to live more fully.

Technical education

The meeting of the State Board of
Technical Education after a gap of 9
vears is important. In the 9 years self
financing institutes have grown rapidly —
30 engineering colleges and 74 polytec-
hnics. These can be helped, developed
and brought to a good and adequate
standard. And that can be done only
at the local level and not by far away
Delhi. The Act which has been passed
to vest large powers in the All India
Council will . only be-a paper act, as
the real decxsnons and their enforcement
depending .on local condition can be
made only at the state level and by the
technical education institution, not by
the All India or state councils. = Has
the Board demonstrated that this can
be done and not limited itself to
considering the value of decentralization
and at the same time asking for more
funds from the All India Council. A good
development which needs to be exte-
nded to the. joint Tamil Nadu Small
Industries Association (TANS!T) and the
~ University of Madras is the setting up
of an !nstltute to train entrepreneurs,,
10-15, per annum. This should be
_ followed by ~other trade or business
organlsatlon. :

Sciénce o
v Now the programme of popularisation
=of scnence and takmg |t to the vsllages
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and illiterate and neo literate adults is
starting under the nomeclature of Bharat
Jan Gyan Vigyan Jatha (BJGVJ)..

is important that BJGVJ) &BGVJ should
go together, for the message of literacy
should be science. Here again Kerala—
KSSP is taking the lead. BARC reports
that its scientists have successfully deve-
loped a new fuel, mixed oxide (MOX)—
a mix of uranium oxide and plutonium
oxide which is to be used to run the
Tarapur Atomic Power station. = This
makes the atomic installation independent
of the restriction which US, UK, Russia
and France wish to impose onit to supply
the needed fuel. Two more science and
technology entrepreneur parks are coming
up at Anna University, Madras Regional
Engineering College, and  in Karnataka.
This is* a needed development. The
two parks, however, should speedily
attain financial self reliance after the init-

“ial financial aid that they will receive.

Health - | .

S!owly butmexorably the populauon
question and its control is emergmg as a
major issue on the national Agenda,
Will this give teeth to the progrémme
and make it a people’s programme, not
dependent onthe union or state govern-
ment for its development? ‘This ;is the
major question. !n October, 350/ cases
of cholera and gastro entritis have been
reported. in the city and its suburbs.
There is only one reason further and
that is impure and polluted drinking
water. In many areas, particularly,; in the
slums and {ow lying areas, drinking
water and sewerage water are becoming
mixed. This must be urgently corrected
as the only means of stopping the
dreadfu! and scandalous disease.
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V. Emp[oyment and Labour Relations

On the employment front, the Jawahar

Rozgar Yojana is being expanded with
a new component of permanent jobs for
the rural unemployed.
the VIil

This is part of
Plan’s target of creating 3
crores more job for young rural une-
mployed through JRY. The programme
is to contain a family planning component.
The target for seasonal employment is
being raised from 80 crore mandays to
100 crore mandays. There seems to be
some confusion in the aims. JRY is an

* *

ad hoc relief programmes. How can it
provide permanent jobs to any one?
The Social forestry plantations is a good
temporary relief programme which if stre-
tched out will ruin the effectiveness of
the short term relief effort.  Probably
what is intended is longer term jobs,
that is, jobs for 9 month instead of
6 months, and as the young grow up,
they will be expected to find other
means of work.

E 3 *

VI. Other ltems

Cadre Evaluation

The first report of the evaluation of
Adult Educa.ion cadres was reviewed
at a meeting of the SRC in early
October. It was found that the cadre
was conforming to the objectives of
the cadre programme — that is to devote
oneself totally to the literacy work in
the village. This was in a Vvillage
where the cadre was working which
had a backdrop of effective voluntary
agency programme. The next evaluation
will be that of cadre working in a
village without these features and will

be examined in light of it.

Rofary

The Rotary club of Central Madras
called a meeting of its members in the
second week of October and invited the
chief -justice of the Madras High Court
to present for the sake of Honour award
to the Editor of the Bulletin.

MIDS Bulletin, December 1832

Thecitation

referred to the many tasks carried out
by him and commended his work for
the removal of poverty in particu-

lar.

Advance in Agro chemicals

The Technology Advancement Centre
organised a symposium in mid October
on the advances being made in the field
of agro chemicals, that is fertilisers and
pesticides. It was noted that these two
chemicals had increased the food output
of the country 3-4 fold but that it also
caused several health and environmental
problems. In light of this, the advances
being made in biochemicals were consi-
dered, reviewed along with their human,
social and economic cost implications.
The finding was that the future develop-
ment will be in the bio chemicals, bio-
cides field and that this should be encou-

raged.



Mr. Sundaravadivelu

The ex Vice Chancellor of the Madras
University  Mr. Sundaravadivelu has this
year attained his 80th birthday. There was
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a commemoration organised at which his™

ministerial friends, Mr:. Nedunchezhian
and Mr. Aranganayagam along with 6 of
his colleagues — past vice chancellors
spoke pointing to his achievements in the
80 years of his life — particularly in the
development of education at the state,
national and international levels, in safe-
guarding of the Tamil language, especially
when it was facing an assault from Hindi
and in devoting himself to the uplift of
the backward and discriminated classes
and people.

Annual Conference of TNBCE & SRC

"The 15th Annual Conference of the
TNBCE & SRC was held at the end of
October in the Bharathidasan University,
Tiruchirapalli. The subject of the discus-
sion theme this year was post literacy.
This is appropriate because already 5

districts out of 22 have attained the first’

stage of literacy and they will soon be
joined by 7 others this year and 10 next

year.” ‘The - techniques of assuring this"

post literacy and _continuing education
and . its content were stressed: with the
help of -the National Literacy Mission
which is led by an able group of specia-
lists. The Report of the Conference hag
laid out the path for the future develop-
ment of continuing education through the
Jana Shikasha Nilayams — Thodar Kalvi
Nilayams — to follow the present Arivoil
lyakkam in the state,

- member editorial committee,

November Seminar

The paper for the November Seminar
“Lending and Promotion Strategy for

India’s Rural Non-Farm Sector . Role of
NABARD" appears as the first article. ..

Second Article

Part Il of the extract of the paper,

Ga!n_dhiji and the Indian Economy Today,
appears as the second article.

Future ofwthe Bulletin

Arrangements are being made for deve-
loping the Bulletin as, a more effective
organ of the Institute in which the staff
will participate and will involve changed
content, format and title to berun by a 4
Next year,
1993, will be a trial year during which the
new format will be tested and made con-
tinuing from 1994, In the light of this
the December Special Issue Section this
year will only contain two of the nine
papers " (by Drs. N. Jayaram and A.R,
Umamaheswar) presented at the Twenty
Second Inter-disciplinary Research Me-
thodology Workshop, held at the Instituts
of Development Studies, University of
Mysore. teo
| Nt
December Special Section i

1. Dying Dinosaur: Plight of: Higher
Education in India by Dr. N. Jayaram.

2. HRD in Higher Education by
Dr. A. R. Umamaheswar.

/
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Mr. S. Guhan partticipated in a seminar
on ‘‘Study of indian Economy'’ at the
Iristitute for Financial Management and
Research on November 13th 1992;
addressed Hindustan Chamber of Com-
merce on ‘‘Fiscal Stabilisation” on
November 16th 1992; and gave a seminar
at the Institute on “‘Cauvery River Dispute”
on December 7th 1992,

* * * *

Dr. Nasit Tyabji was a discussant for a
Session on “Industrial Structure and
Cooperatives’ in the IDPAD-CDS Work-
shop on Modernisation and Employment
Protection in the Coir Industry held at
Thiruvananthapuram on November 12
and 13, 1992.

T x * * * *

Dr. Nirmal Sengupta attended a con-
ference on the follow-up to the Earth
Summit organised by the Ministry of
Environment and Forests, New Delhi on
November 13 and 14, 1992.

* * * * *
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News

Dr. P. Radhakrishnan attended a semina
on Backward Classes and Reservations
at the Government Law College Pondi-
cherry on November 14 and 15, 1992
and presented a paper on Backward
Classes Movements in Tamil Nadu

% * * * *

Dr. C. T. Kurien participated in a
Refresher Course for teachers of Econo-
mics of the M. S. University at Tirunelveli
on December 2 and 3 and gave two
lectures including the inaugural address.

Dr. K.'Nagaraj also participated in a
Refresher Course on December 3 and 4
and gave two lecturers.

* * * * *

Dr. M. Thangaraj, attended the Bouddha
Dhamma confertence held in Bombay
on December 5 and 6,1992 and spoke
on ““Buddhism and World Peace™.

* * * ® *



November Seminar

Lending and Promotion Strategy for India‘’s Rural Non-Farm Sector:
Role of NABARD

Hameed Dawood
Deputy General Manager, NABARD, Madras

Background Paper

indian policy makers and planners
decided in 1950s to invest in heavy
industries and infrastructure. This resul-
ted in shortage of food production in
the mid 1960s and hence the policy
thrust was shifted to intensive agricul-
ture which led to dramatic increase
in food production. - However, these
policies gave room for disparities in
income imbalances between different
regions and between different groups.
By 1970s, the GOl sought to correct
these imbalances through a number of
programmes for the benefit of small/
marginal - farmers and  agricultural
fabourers . and also to meet the needs of
less developed regions. Thess program-
mes addressed themselves directly to
alleviate poverty through creating oppor-
tunities for self employment. With the

¥

potential for further developmen? in

" agriculture tappering off, the development K

of future rural economy in India has
come in a greater measure from the .non-

agricultural sector. Various studies con- .

ducted in india revealed that the employ-
ment opportunities in agriculturet;have
rome down. It provided employment to
829%, of the work force in 1978; it decli-
ned to 78% in 1988 and further to ,70%,
in 1991. By the turn of this century,
agriculture is expected to provide employ-
ment only to 55% of the work force.
However, the share of rural NFS in
providing employment has been increa-

sing steadily from 149, in 1978 to 17% in
1988 and further to 209 in 1991,

National Bank for Agriculture and Rural
Development (NABARD) was established
in 1982 with the purpose of ensuring
rural prosperity by paying undivided
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satellite farms, etc.

" vestments is its

attention for the development of agricul-
ture, allied activities, cottage industries,
smallftiny industries, rural artisans, handi-
crafts, etc.

Immediately after its formation, National
Bank constituted 7 Task Forces to study
the problems and prespects of credit in
the major rural industrial activities such
as handloom, handicrafts, coir, sericulture,
khadi and village industries, tiny indust-
ries and organisation and marketing
essentials. Based on the recommendations
of these task forces, HNational Bank
introduced various schemes for flow of
credit through the banks. They relate to
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acquisition | modernisation of looms |

opening | renovation of show rooms,
construction of workshops, establishment
of defibering units in the coir sector,
reeling and twisting units under sericul-
ture, bio-gas plants, special schemes for
financing industrial cooperatives, agro-
processing units, small road transport
operators, mother units, ancillary units,
As a result of the
various efforts put in by all concerned,
the disbursement of National Bank re-
finance under investment credit for rural,
tiny, cottage and village industries has
increased from Rs. 1,38 croresin 1985-86
1o Rs. 104.61 crores as on March 1992.
Mational Bank, based on its past perfor-
mance has drawn a prospective plan of
refinance disbursement of Rs. 143 crores
in 1292-93 and Rs. 390 crores in 1993-
94 and Rs. 600 crores in 1994-95,

An important factor to be considered
and recognised with regard to NFS in-
potential to create
employment opportunities, more particu-
larly, in rural areas. Big and heavy
industries are known to be displacing
labour by undertaking modernisation
processes and adopting high-tech pro-
jects. Itis said that a sum of Rs. 1.00
crore invested in big and heavy industries
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~all villages in India.

create employment opportunities for only
320 persons as against creation of
employment of 1720 persons in tiny and
cottage industries covered under NFS.
Yet another interesting feature in NFS
developmeant in rural india is the partici-
pation of women and educated unemp-
loyed youth. Increase in the level of
income in rural areas will have a
multiplier effectin creating further demand
for goods and services in rural areas
thereby adding to increased development
or wholesome development of the vil-
lages.

India has made immense progress.
When we compare the conditions of
1940s in India with the present situation’
we really feel the progress we have made
during the, last 4 decades. The foed
deficit has been overcome; we are one
among the vast industrially developad
countries, our science and technological
development has been substantial. Inspite
of all these developments, we see alj
around us unemployment, under employ-
ment, disguised employment in almost
This was mainly
due to the increasing growth of our
population. All these developments the
{ndian economy has been able to achieve
and manifest during the last 40 vears are
not visible to the outside world because
of the ever increasing Indian population.
It is also interestingly observed that the
growth of population is mostly from the
villages, from the poor and the weaker
sections of people who live in rural
areas, we would be in a position to bring
them to the middle income group and
thereby control growth of population.

India is rich in natural resources. We
have not been able to maximise our
utitisation of our river waters; a major
portion of the horticultural resources is
marketed directly without being proces-
sed. There has been no value added to



the horticultural products in the rural
areas. Plantation crops, horticuitural

crops, floriculture, forest products - all-

these products have been directly con-
sumed. Thereis a substantial scope for
undertaking agro-processing and agro-
industrial activities.

Rural non farm sector could be both
supplementing and complimenting the
farm sector. Integrated credit project for
rural poor is a model project for the
bankers to provide both farm and non-
farm credit as a package for each family
identified. There are 8 such projectsin
Tamil Nadu where all able bodied mem-
bers of the families identified are provided
credit through the banks. An important
feature of this project is that it does not
depend on subsidy from the State Govern-

ment sponsored programme. Creation of |

infrastructure, common service centres
also play a vital role in developing rural
industries. Farmers clubs functioning
as an effective chain/bridge between the
bankers and department can also contri-
bute for development of non farm invest-
ments. Self Help Groups and voluntary
organisations play a very strategic role
in - intervening and  promoting the
~growth of rural non farm sector invest-
“ments,  The District Industries Centres
operating in all . the districts in Tamil
Nadu and the small . industries organisa-
tion - functioning in most of the districts
can also make an attempt to establish
common raw material depots and market-
ing units. : o

~Credit. is seen as an input rather than
as a claim on resources and services.
Credit does not ensure development, if
. other non-financial problems "are not
- . solved, ~ Fungibility or interchangeability
of credit is generally ignored by the
“development policy makers and adminis-
trators in India. - At the beginning of the-

o
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development, investment in infrastructure
and non-tinancial services is important,
Demand for credit will be based on the

- infrastructural development and not

vice-versa.

Looking to the enormity of the
areas and the experiences of some cf
the developing countries with identical
procblems, National Bank needs to
make a breakthrough and ~ adopt
more innovative areas. Apart . from
tackling the traditional sectors of Indian
local art, craft, handicraft, etc., which do
not pose very big prospects for various
reasons and have therefore set in rather
declining trend there is need for looking
ipto the deversified integrated rural non
farm sector with vast' employment gene-
ration potential like transport, construc-
tion, retail trade, agro-processing, so on
and so forth with less resources intensive
units. India has the advantage of the
wide range of global experiences_ from
Indonesia, Egypt, China, Japan, ltaly,
Mexico and Thailand. :

There -should be continuous efforts to
transport appropriate improved techno-
logy to increase the productivity in the
rural sector. Can there be a closer insti-
tutionalised interaction between National
Bank and the research establishments/
universities/technical institutes?. = As a
long term strategy,  various institutions
involved in promoting decentralised and
rural industries like National Bank, : SIDBI,
TIIC, KVIC, KVIB, DIC should strengthen
researches and studies, should conti-
nuously feed the policy and planning
wing of rural non-farm sector on new
areas, evaluation of their performance
and make - appropriate technologies
support the strategies in_ the area of
marketing and extension linkages and
information base.
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Gandhiji and the Indian Economy”

|

Employment

Our problem of employment is multi-

faceted. First we are only sure of how

many are employed in the orgar_ﬁse‘d
(factory) sector and here the scenario is

daunting. The organised industrial sector
has been increasing over the past 5 years
at 8 to 9 per cent per annum but employ-
ment within it is not increasing, but

actually declining as shown in the table
below: ,

TABLE XXI*

™ ® lab force

o/ of Unemployment to labour tor

Growth r(ate (::fe:tr)nploymem | % e 967.88
per
Usual Weekly Daily
- 1983

o 197772 to ‘ status  status status
orrgs 16 | 1 8.25
1977-7 1983 1987-88 1983 2.77 ::0 22

28 2.2 1.51 '1987-88 3.77 . , )

Source: NSS (27, 3
*Daily status in employment per day.

Weekly status in employment per week.

Usual status in employment per year.

. The table shows the falling rate of
employment growth from 2.82 per cent ?n
1972-73 to 1977-78, to 2.22 per cent in
1977-78 to 1983 and further to 1.51 per
cent in 1983 to 1987-88. The rural em-

ployment growth for the last period-which

is almost that of recent times was a

2 38 & 43rd rounds). Expert Committee on Population Projections,

jow 0.95 per cent. The unemployment
data in the table shows an increasing
rate for this period: the fall in unemploy-
ment recorded for the daily status means
a shift in the structure of unemployment
from underemployment to open unemplo-

yment.!? Second on this basis, we can

* Part Il of the Annual Gandhi Memarial Lectur

Foundation, New Delhi, January 30, 1992.
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compute that in the coming 5 years
(the Eighth Plan), we will have 65
million persons looking for employment
comprising 28 million being the back log
of the unemployment from the past 5 years
(the Seventh Plan) plus the increase
in the labour force of 37 million during
the next years (the Eighth Plan). Third,
we do not know the status of employment,
unemployment and underemployment in
the unorganised sector, ‘which cover the
non factory sector and employs ovef
81 per cent of the
other words, we are only sure of the
status of the small 12 per cent.
this employment and unemplioyment sce-
nario ring a bell of what Gandhiji was
~concerned and warned us against? We
“may not - agree with his out right
“declaration ‘’khadi is the only true econ-
omic proposition in terms of the millions
of villagers, until such time, if - ever

when a better system emerges of supply-

ing work and adequate wages to every

able bodied petson above the age of

sixteen, male or female, found in the
field, cottage or even factory in every
one of the village In India, or till
-sufficient cities are built so as to give
_the. villagers = the necessary comforts
and amenities that well regulated life
‘demands and is entitled to. Here khadi

may be interpreted to include other village

industries'>— a declaration which became
the source of inspiration for the All
India Khadi Department created by the All
India Congress Committee in 1922,
which was replaced by the All India Khadi
Board in 1923, -replaced again by the
All India Spinners Association in 1925,
followed by the All India Village Industries
Assosiation .in 11935, the All India Khadi
-and Village Industries Board ‘in: 1953,
~= culminating in the statutory Khadi and
Village . Industries Commission founded

- .in. 1956 by- the-Act No.LXi- of 1956, -
.. Gandhiji” emphasised the role of cottage

labour force. In” .for India’.'s

Does -
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industry as the only way of doing away
with penury and making of work and wealth
impossible’'d, He said that “a vast
country like India with her millions of
people having 4 months of enforced
idleness on their hand could not afford to
have large scale industries and yet live a
life of tolerable comfort. Mechanisation
is good when the hands are too few for

~ the work intended to be accomplished.

It is an evil when there are more hands
than required for the work, as is the case
The core of truth in this
position of Gandhiji on employment has
been accepted by the government and
people from the start of the Planning. In
the second Plan, when a start was made
on developing heavy industry with its call
for large investments and large scale
production factories, for employment
generation and meeting the employment
needs of the country, special provision
was made for the particular development

~of small scale industries and from the

Third Plan a similar special emphasis was
placed on agriculture. . The current situa-
tion is that there are 17 lakh small units
of all types only in the organised sector
which employs 120 lakh persons.: There

" is in addition crores of small units in

what is called the informal sector *in both
the uban and rural areas. One of
Gandhiji’s thoughts set forth in the evo-
cative term Antyodaya was picked up and
used from 1977-79 to identify the poorest
of the poor and help him attain self
employment. The small industries has
been classified in 3 groups: a) the orga-
nised small enterprises which were defi-
ned in 1966-67 as those with plant and
machinery upto Rs. /7.5 lakhs which has
been gradually increased to Rs. 60 lakhs
in"1990; b) the ancillary units with
capital upto Rs. 10 lakhs which has also
been raised today to Rs. 75 lakhs ; and
¢) "the. tiny units with investment upto
Rs. 2 lakhs, now increased to Rs. 5 lakhs.
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All the 3 groups of small industries

receive various forms of subsidies in the

form of low interest rates, priority in bank

1oans and credits, in marketing, in testing

of their equipment and in training of the

personnel needed. In 1991 the tiny sector

has been broadened to include the servi-

ces which is today the major contributor

to our national income at 39 per cent

compared to agriculture’s 28 per cent and

industry’s 27 per cent. This means all

small service units like cleaning, security,

consuitancy, domestic service etc. will

become eligible for the incentives referred

to earlier. There is still a lotto be done
in regard to the employment generating
small industrial sector which suffers from
serious “sickness’” of 14 per cent of the
total units, of which 93.2 percent are
regarded as incurable. Similarly the
various programmes inspired by Gandhiji's
concept of Antyodaya are neglected by
the state government who have not used
even 50 per cent of the allotment made
to them for these units. Similarly the
agriculture sector, particularly with regard
to small and marginal farmers and the
landless labourers is the key to its
employment generating potential and
needs more investment and resources
which in the coming years, (from the VIl
Plan onwards) will, it is hoped, be more
effectively and satisfactorily met.

Inequalities in income and
asset ownership |

Inequalities in income is the result of
poverty, and the poverty of the mass of
the people of the country was one of the
main preoccupations of Gandhiji. Poverty
takes two forms — absolute poverty and
relative poverty. Absolute poverty is the
lack of a minimum amount of food,
clothing and housing to keep oneself and
one’s family alive, Gandhiji conceived
the minimum living wage as being the
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wage to cover the subsistence of the
worker and his family and if this minimum
was not available to him, there is povertY
in the absolute sense. According to
Gandhiji “’if the actual payment is less
than the minimum living wage rate and
the worker was unable to maintain him-
self and his family members, it is poverty,
tantamount to exploitation”.1% In the early
60s we took over this minimum wage
concept of Gandhiji and generalised it to
cover the mass of workers who are self
employed and not only employed for a
wage. In fact some 80 per cent of our
work force is self employed. And so we
have costed the food, clothing and hous-
ing that a person needs and call it as the
poverty line.'8 Taking as an indicator the
minimum calories that a person needs,
we have established the poverty line at

- Rs. 49.09 per person in the rural areas

and Rs. 56.64 per person in the urban
areas in 1973-74 and allowing for the
inflation that has taken place, have now
established it at Rs 89 per capita in rural
and Rs. 111.2 per capita in urban areas.
If we assume that a family consists of a
father, mother and three to five children
we must multiply this per capita figure by
5 or 7 to arrive at the minimum for the
family. Those who do not earn this
amount are in poverty. On this basis,
{ have computed that the number of our
poor (who are not able to spend the
amount indicated) is 322 million in
1988!%. Inspired by Gandhiji's special
programme of khadi, which he regarded
as the sun of the whole industrial system
and village industries which for him were
to receive their warmth and sustenance
from the Khadi industry®, we have today
developed special poverty alleviation
programmes cailed the Jawahar Rozgar
Yojana, which combines the National
Rural Employment programme (NREP)
and Rural Labour Employment Guarantee
Programme (RLEGP), the Integrated Rural
Development Programme (IRDP), the



- Training of Rural Youth for Self Employ-
ment Programme (TRYSEM), the Special
Employment Programme for Urban Poor
(SEPUR), and the Minimum Needs Pro-
gramme which aim at contributing 42 per

- cent of our poverty alleviation effect. The
other 58 per cent is due to the more

_general programme of the small scale

industries referred to earlier, the renovated

. programme of agriculture, flshenes and

_animal husbandry. How far these pro-

. grammes are effective in reducing the .

number of people living in poverty is a
worrisome question, because the - data
shows the number of persons which the
. programme is able to lift above the pove-
rty line is a little less than the new

generation of those born into the poor.

families. That is why my studies show
in contrast to that of the government data
_and claims that the number of the poor
. has been stagnant over the last 2 deca-
des. | am convinced that the only way
to . alleviate poverty and ultimately to
ehmmate it is to adhere strictly to
.Gandhiji’s system of decentralised produ-
ction, and its corollary today in decentra-
lised planning and execution of all such
. plans and programmes at the village,
panchayat mandal and block level be-
_cause only the village knows the facts of
poverty and how to deal with it.. Turn-
_ing next to relative. poverty, Wthh
"is the_ coexistence of a majority of
people being poor, as defined above
_and a small minority being rich and well
.to do, _several  issues arise. First,
Gandhuus doctnne of trusteeship which
_hesaw as a means for carrecting  the
mequalmes of assets ownership emanates
» _from his over riding ‘beliet in  non
_ wolence to brmg about a change in
the unequal soc:al relatlonshlp without
vuolence He. also. had a profound
behef .in the goodness of human beings
and S0 appealed .to the higher sense of
landlord ..and ...the industrialist. - To

Gandhui, _every well -to-.do person must -
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consider himself a trustee of all his
wealth - “What wealth or income a
person retains should be twelve times
the minimum income that a poor person
- has. The trustee has no right to use
or misuse - his .wealth as he likes. The
only portion to whose free use heis
entitled is the one which is necessary
for his own existence, its maximum
/ being determined not by himself but the
state’?%. Gandhiji may have also been
influenced in formulating this trusteeship
‘doctiine by the life and example of
Jamnalal Bajaj, whom he adopted as
his fifth son. Coming from one of the
richest families,  Bajaj placed all his
wealth and possessions at. the disposal
‘of Gandhiji and his programme of fight-
ing poverty and inequalities. He 'helped
with  the housing + needed by Vinoba
Bhave who tiied to put into operation
the .doctrine of trusteeship.in his pro-
gramme of the Bhoodan Yajna. Looking
at the totality of the effects of this
doctrine of trusteeships, | feel that
Gandhiji's  optimistic view of:human
hature was misplaced and so his:doctrine
has not been become effective  in society.
It certainly is a counter to the Kuznet-
sivian thesis that there is a . conflict
between growth and equality which the
Planning Commission in the §0s seems
to have accepted.’! Each ofjsus has
the moral duty to act as Trustees of
our possessions, even though the doctrine
itself is not being applied nationally. On
inequality of assets, the land reform
programme which is aimed at limiting the
amount of land that a person can own is
not even one quarter way through. RBI
studies*®  show :the worsening of the
distribution of rural assets between
1961-62 and 1971-72, and that in
1981-82, the bottom 30 per cent rural
households own 5 per cent of ruial
assets, while the top 5 per cent own
46 per cent.. The Annual report of the
Development 1986-87 ** points out that
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on the basis of the results of the 1880
Agricultural Census the lands that should
be declared surplus are- 216,52 lakh acres
and not 76.78 lakh acres, which is being
used as the base for the programme by
the government. As of now the govern-
ment has declared only 73.48 lakh acres
surplus and actually distributed 44.92
lakh acres to the landless poor. The land
reform legislation needs to be 1estructured
and vigorously pursued, removing it from
the jurisdiction of ths courts. Again on
non land assets there is need for state
regulation of the amount of shares and
securities that a person can have and the
amount of dividends accruing from them,
including clamping down on the under-
ground economy.
of ultimate state control was envisaged
by Gandhiji who talked about ths
minimum living wage and the maximum
living wage and the maximum earning of
a person which the state should regulate.

The underground economy and the

" moral issues

The underground economy (I do not
use the common term Black economy,
Black money because | do- not
believe that black is morally bad
and so | do not want to use a racist
term) may have existed in the days of
Gandhiji particularly during World war |
but it was for him to be countered
through his belief and instruments of
truth and non violence. Further, there
were other matters flowing from the
poverty of the people which demanded
his immediate attention, and about which
he felt that he and people could do
something. Today the underground eco-
nomy increasing, multiplying and develo-
ping in all directions — in smuggling, in
over and under invoicing, in salting
away funds earned abroad in tax free
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| notice that this kind .
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heavens, in presenting false accounts of
one's income and assets in order to
escape taxation — income tax, corporati-
on tax, gift tax, sales tax and estate
duty. Apart from these illegal forms of -
making money and building up one’s
assets, there is the government tolera-
ted havala maket which coexists with
the legal stock exchange and commercial
banks, where the rupse is exchanged
for dollzis at illegally higher rates and the
illegitimate funds that one has is lau-
ndered and converted into legitimate
funds. Further, there is the problem of
tax avoidance in which all well to do
persons and most top business houses
are engaged. When | was in Parliament
the government presented to us members
of Parliament, a list of 100 of ourtop
companies which do not pay any taxes,
and as a result lose from their source
about Rs.3000 crores of tax revenue every -
year. In 1983, the government request-
ed the National Institute of Public Finance
and Poiicy to review this situation and
make an estimate of the amount of illegal
money and wealth in the country. The .
Institute undertook a study only of the
funds which evade taxes, leaving out all
the other facets of the underground
economy, and in June 1985 presented its
conclusion that as a result of its review,
its conclusion that in 1984-85, Rs.36,780
crores are the illegitimate funds accu-
mulated through escaping taxes.** One
of the characteristcs of this illegitimate
money and the assets is that like the
ticks on a dog, it circlates only within
itself, the circle of the underground eco-
nomy (except when itis laundered), and
multiplies itself by atleast 25 per cent
every year. My studies show thatitis
about 40 per cent of our national income
at Rs.100,000 crores today. One very
disturbing feature of this growing stock
of illegitimate money is that it has entered
our political life — the parliament and



the state legislature. The law places
a low ceiling for election expense, on
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which each candidate spends 5-6 times

that ceiling. Here the illegitimate money
holder is able to enter the political
sysem and purchase members of parliam-
ent and state legislatures through- their
large contribution to the candidate elect-
ion expenses. As a quid pro quo he
is able to hold the member toransom
and obtain all the legislative paradigms
and facilities that he wants. In addition
a staff study by the International Monetary
Fund on . the basis of data available
toit in 1988 concludes that about $2
billion (Rs.6000 crores) are stacked by
our well to do businessmen abroad in
Switzerland, Lichtenstein, Jersy island
and other tax free havens instead of
being remitted back to_this country.
This underground economy is, as noted
earlier, multiplying every day and spr-
eading its tentacles in all aspects of the
economy, drawing into its circles more
and more people — some of them
perfectly mnocem Today for mstance
one _cannot purchase a ~house o
flat in Bombay, Ca!cutta, Delhi, Madras
or ‘any of the- Iarge metropolitan
centres without paying-‘the house owner
a part of 'the'purchase price in this illega)
money. Infact it is openly known that

if one wants to buy ‘a dwelling unitin -

Bombay one should be ready to pay 50

per cent of the price in illegal money, -

which* enables the “seller to concea|

this part of the sale and avoid paying "~

" that part of the tax in the form of revenue
(registration) ‘stamps. " This applies to
every major article like motor cars, where
the illegal payment is called the premium),
second hand " air condmoners, frigidaires
etc.”
whoHy with legitimate funds can buy
any! of them ‘The" government has had
schemes . “since - 1960, ° giving various

. inducements "t - the - holders ‘of illegal
‘wealth to- declare it to°the government ' loped the opposite qualities of untruth

"No one who wants to purchase'

and pay the tax involved - the major
inducement being that no question will
be asked about the source of the con-
cealed money and a part of it, usually
50 percant, is exempted from any tax.
Currently there are 3 schemes to induce
this illegitimate money to become legiti-
mate and as the response has been poor,
the deadline for this declaration has been
repeatedly extended. This whole exercise
encourages corruption, lying, deception,
cheating and all the false values of life
in addition to its being unsuccessful in
attracting the illegitimate funds and being
very unfair to the honest tax payers.

This brings to a focus the moral basis
of life both individually and socially. For
Gandhiji, the centre of life was Truth and
non violence. We all know that these
two realities, Truth and Non Violence,
governed his whole life and everything
he did, everything he taught and propa-
gated, and everything that he acted on
proceeded from these two basics.. The
proofs for him of these principles.were
withiri oneself. .. *There comes o us
moments in life when about somegthings
we need no proof from without. . A little
voice within us tells us, you are on the
right track, turn neither to your Jeft nor
right, but keep to the stralgbt and
narrow.  With such help we3 walk
forward surely steadily. . . Here saciety
is a cease!e§s growth, an unfoldment
in terms of spirituality”.*®* For Gandhiji,
economics was the  ~outflow of
spirituality’” and all his economic thought,
action, teaching, his economic precepts
and practice were based on this mora|
foundation. '
economic ideas and precepts cannot be
practiced without this moral base, which
itself rests on twin truths of Truth and
Non Violence. Today we are far away
from the spirituality which Gandhiji
wanted to develop in us, We have deve-
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This means that Gandhiji's -

and violence of all hues and forms.
Hence no attempt has been made in this
lecture to set forth and follow Gandhiji's
economic advice and action in their
totality, because without its moral base,
its spiritual foundation, it will be an
empty kernal as it is to most of us today.
Because of this tragic dilemma, | have
tried to extract on every one of the
5 major facets of our economy today, the
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DYING DINOSAUR: PLIGHT OF HIGHER EDUCATION IN INDIA
N. Jayaram
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HIGHER education in India has often
been likened to a dinosaur, which has
a huge body and along tail but a tiny
little head (see Raza and Aggarwal 1991:
46). Though consuming a dispropor-
tionately high proportion of resources
for education and growing incommen-
surately with its socio-economic ecology,
this creature of the colorial era has been
showing signs of interminable ill-health,
and is, in fact, in extremis. Based on
the author’s earlier work on the policy,
performance and problems of higher
education,! this paper presents a patho-
logy and prognosis of higher education
in India.

Four Decades of Expansion:
Road to Crisis

The foundation for the system of higher
education in India as it exists today was
originally laid by the British colonial
regime in the mid-19th century. But
the phenomenal expansion of this
colonial legacy is essentially a post-
independence phenomenon. Not only in
its size has the system no paralle! in the
world, but itis also claimed to be the
parent ot the third largest force of
scientific and technical manpower in
the world.
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A few figure will substantiate the
explosion of higher education during
the last four decades.? In 38 years
between 1950-51 and 1988-89 the
number of universities increased from 28
to 171° (by 6.1 times), the number of
colleges from 695 to 69124 (by 9.9 times),
the number of teachers from 24,264 to
249,088 (by 11.7 times), and the number
of students from 174,000 to 3,948,000
by 22.7 times)5. The outlay on univer-
sity and technical education increased
by 42.1 times, from Rs. 340 million in
the First Five Year Plan (1931-56) to
Rs. 14,320 million in the Seventh Five
Year Plan (1986-20).

What Is particularly noteworthy about
this ‘‘era of higher education”™ in
Indian educational history, as Naik
(1982: 159) appropriately describes it),
is that (a) the expansion of higher
education is taking place in a largely
illiterate (about 65 per cent of the
population according to the 1981 census)
society, and (b) despite_the low rating of
education per se in the order of national
ptiorities, the percentage of expenditure
on education in the total plan outlay

. has steeply declined from 7.9 in the

First Five Year Plan to 3.6 in the

Seventh Five Year Plan.



Behind the facade of impressive
statistics on the expansion of higher
education hides its continuing crisis,
Naik (1982 : 163) succinctly summarizes
the nature of this crisis as follows:

Over-production of ‘‘educated’” persons;
increasing educated unempioymant; weak-
ening of student motivation; increasing
unrest and indiscipline on the campuses;
frequent collapse of. administration;
deterioration of standards; and aBove
all, the demoralizing effect of the irrele-
vance and purposelessness of most of
what is being done.

Thus, in terms of its efficiency, pro-
ductivity, and utilization of resources
the system has completely broken down
(Singh 1980: 5).

No wonder then that hardly = anyone
refers to higher education withouta
pessimistic sigh. It is dubbed as an
immobile colossus, “intensive, “insensi-
tive to the changing contexts of contem-
porary life, unresponsive to the challenges
of today and tomorrow, and absorbed so
completely in trying to preserve its struct-
ural form that it does not have the
time to consider its own larger
purposes’” (Dube 1888: 46).

Under-Graduate Courses in Affiliated
- Colleges : Crux of Crisis '

The term ~ higher education suggests
too much of a homogenity. Even a
casual inspection would reveal the enor-
mous structural diversity  within the
system of higher education. There are
- different types of universities (the Central,

the State, the Deemed, and the Open),
~institutions of national importance, an
assortment of Institute under the umbrella
of the “Councils” of Research in Science
and Industry, Social Sciences, History,
and Philosophy, and the traditional
institutions of higher learning in theology

1
t
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and religion, besides a large and varied
number of university/government run
colleges and grant-in-aid or non-grant-in-
aid privately run affiliated colleges. These
institutions vary in terms of their financial
support and the socio-economic rele-
vance of their activities in realizing the
national goals, apart from the quality of
faculty and students in terms of their
academic preparations, abilities, motiva-
tions and commitment.

Obviously, the crisis confronting the
system of higher education is not the
same or even similar in all types of
institutions or at all stages of higher
learning. But there is no gainsaying that
the vicissitudes of the crisis are most
glaring in the university education in
general and at the updergraduate Ievel in
affiliated colleges in particular.

It must be noted that an abnormally
high 80 to 85 per cent of the students
in higher education are enrolled in
liberal science courses in affiliated
collegss. In 1988-89 those enrolled in
Arts (40.3 per cent), Science (19.7 per
cent) ‘and  Commerce (21.5 per cent')
together accounted for 81.5 per cent of
the students in higher education; those
enrolled in Engineering/Technology and
Medicine accounted for only' 4.6 and
3.6 per cent respectively, and those
enrolled in Agriculture and Veterinary
Sciences accounted for a minuscule 1.3
and 0.3 per cent respectively. ?3

The unplanned and haphazard growth
after independence of the inherited
system of higher education was inevitable
in the absence of any viable alternative,
lack of information regarding the antici-
pated manpower needs of economic
development, and the populist pressure
for more education, While there was a
spurt in the social demand for highert
education, no one bothered to investigate
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the nature of this demand or its socio-
economic impact.

The school leavers (16-18 age group)
in india do not acquire the type of voca-
tional skills which their counterparts in
the industrially advanced countries in the
West acquire at school, [f their family
circumstances pesrmit they knock atthe
doors of colleges. A vast majority of
those who enter colleges are motivated
not by any denuine interest in learning,
but only by a desire to obtain a
degree, which they perceive to be a
passport to the comfortable world of
white-collar jobs, or, in the case of
girls, as a stop-gap arrangement till they
get married. 4

With certification having become the
most important, if not the sole function of
higher educatizn, the processes of teach-
ing and learning have got distorted. The
role of tuition classes or ""teaching shops”
as a vital supplement to collegiate educa-
tion is to be understood in this context.
Worse still is the fact that the system has
become a fertife ground for nepotism,
cheating, corruption, and violence, It is
the resulting disenchantment and despair
which is at the back of the policy of
delinking degrees from jobs, proposed yet
again in 1985,

A direct and inevitable consequence of
the rapid proliferation of colleges and
universities and the undue emphasis on
examination has been the deterioration of
the quality of education. The infrastruc-
tural facilities of many institutions of
higher learning are so deplorable that
they have earned the sobriquet “academic
slums”, On the University Grants Com-
mission’s own admission, 30 per cent of
the colleges are non-viable. Added to
this the syllabi and curricula of higher
education are observed to be irrelevant or
of dubious valus. It is not surprising

MIDS Bulletin, December 1992

S.97

thetefore that the degrees awarded bY
Indian universities are not regarded by
many a foreign university as equivalent to
its degrees. In fact, employers within the
country itself are wary of these degrees.

Most Indian universities are so engros-
sed in the routine activity of preparing
students for the examination that they
have little time, energy or motivation to
do research. The doctoral enrolment has
no doubt increased from 1,435 in 1850-
51 10 43,427 in 1988-89 (by 30.3 times),
but in the same period its share in the
total enrolment has increased from 0.83
per cent to 1.10 per cent only.

The number of Ph. D. degrees awarded
has gone up from 815 in 1961-62 to
7,275 in 1987-88 (by 8.9 times). Nearly
80 per cent of these 7,275 doctorates
were accounted for by Arts (40 32 per
cent and Science (38.07 per cent) facul-
ties. Engineering/Technology and Medi-
cine accounted for a small 3.24 and 1.28
per cent respectively, and Agriculture and
Veterinaty Science accounted for 7.66
and 1.02 per cent respectively. The share
of other faculties like Commerce (3.09
per cent), Education (2.82 per cent) and
Law (0.70 per cent) is very low.

However, as Raza and Aggarwal (1991:
49) aver, "highly disturbing alarm signals
are already coming from the quality
front”. Cases of plagiarism, cooking of
data, and nepotism and favouritism are
being discussed with increasing freque-
ncy. The insistence on a doctora! degree
for entry into the teaching profession in
higher education is held to be responsibfe
for creating “a ‘black’ market for doctoral
work whesein, in terms of the Gresham
Law, the bad coin tended to push out the

~good”. This policy has since been with-

drawn, and financial support to doctoral
research is now being regulated through
the mechanism of National Educational



Testing. Another consequence of the
rapid expansion of higher education
has been the increase in the demand
for college teachers. Studies on college
teachers have invariably underlined the
sad deficiency of academic preparation
of people entering the profession and
their declining commitment to it. The
National Commission on Teachers
(1983-85) also bemoaned the fact that
most of the teachers are making a living
and not following a vocation.

Part of the explanation for the deplo-
rable decline in the quality of teachers
lies in the equally deplorable standards
obtaining at the post - graduate levels.
But more serious is the fact that
“higher education today has started
feeding upon itself.” A substantial
number of post-graduates find employ- -
ment within the sector of higher
education. "As the demand for higher
education grows and is met, this means
more and more jobs for those who
might otherwise have been unable to
find jobs” (Singh 1983: 7). This, a
vicious circle of mediocrity has come

to prevail in higher education.

The foregoing situation implies that
the poor equality of higher education
has in a sense a multiplier effect and
puts the system beyond redemption.
Bhoite’s (1987) study of the new
genra of college teachers in small towns
and the professional and social setting
in which they work clearly brings out
how the system has evolved an ortho-
genetic element of resistance to change.

Subsidization and Inegalitarianism

An important factor behind the rising
social demand for higher education is
the high state subsidization (about 85
- per cent) which makes it very inexpen-
sive for the : beneficiaries. The fees
have only  been . marginally - revised

./ Committee, which was

_of “sponsored mobility”
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upwards though thz ¢ost of living has
gone up considerably. In fact, state
subsidized higher education is cheaper
than primary and pre-primary education
education in the private sector. The
greatest lapse in the education policy has
been the failure to evolve a rational
fee structure. The Acharya Ramamurti
appointed by
the National Front government to reexa-
mine the ‘new” educational policy,
has strongly favoured the enhancement
of the present unconscionably low fees
for higher education with concessions ta
the weaker sections of society.

Of course, the subsidization of higher
education is often defended on grounds
of equalizing educational opportunies.
The open door policy allowed access
to tens of thousands of people from
sections which had thus far remained
excluded from the portals of higher
education. To the extent that many of
them happended to be first generation
educands in institutions of higher
learning there was a partial substitution
by ' “contest
mobility”. But in view of theif)peratio;v
of a mobility sponsored through private
schools into elite institutions, and the
legitimization’ of the systems by ‘‘early
selection” and ‘‘mass examiné!tion", this
contest mobility is observed to be only
an illusion (see Kumar 1987)." That is,
the high subsidization of higher edu-
cation in reality benefits the better-off
sections of the society.

i

Declining Resources and Stranglehold
of Private Enterprise

Closely associated with the high sub-
sidization of higher education is the
steep decline in the proportion of the
outlay on education at all levels to the
total plan outlay, from 7.9 per cent in the
First Five Year Plan to 3.6 per cent in the
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Seventh Five Year Plan. Though the allo-
cation for university and technical
education remained stable in terms of
percentage of the total outlay on edu-
cation (22.2 in 1951.56 and 22.4 in
1986-90), as a proportion to total plan
outlay it declined sharply (from 1.8 per
cent to 0.8 per cent).

Even so, the per pupil expenditure is
the highest for the institutions of highet
education and has been increasing. This
is more so in professional courses. And
Varghese (1987 : 83) has argued effecti-
vely that "when there is financial const-
raint, allocations to general education
will be moie affected while those to pro-
fessjonal education will be more favou-
red’’. e

The inadequacy of resources at govern-
ment's disposal for higher education and
the fact that the investment on higher
education in general and professional
education in particular is a profitable
proposition have placed private enterprise
in a commanding position in the realm of
higher and professional education. Nearly
75 per cent of the colleges for general
education and over 50 per cent of the
colleges for professional education are
privately managed.

Private control over education is far
more pervasive than what either its
domain or legal authority would suggest.
Based on an intensive study of seven
colleges in Kanpur, Nirmal Singh (1983)
has examined the nature and consequen-
ces of the resulting “siege™ of public
education by private control. His analysis
reveals that with the emergence of second
and successive generations of private
managerments, the early munificence and
genuine concern for education have
waned. And, with the increasing possi-
bility of converting educational resources
into non-educaticnal services and goods,
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the private managements came to acquire
more and more the characteristics of a
specialized “"pure” management. The
perspectives in respect of the Kanpur
colleges obtained by Nirmal Singh’s ana-
lysis may well be true of private colleges
elsewhere in the country.

Macro Problems

The expansion of higher education over
the decades without a corresponding
development of the economy which can
absorb its products has resulted in an
intractable situation of education — emp-
loyment mismatch (see Jayaram 1980 :
89-109). The incidence of unemployment
among the educated persons has been
increasing annually, While unemployment
is Thot unknown among Medical and
Engineering graduates, it is widespread
among Arts, Science, Commerce and
Education graduates. That is, the under-
graduate sector of higher education, in
the words of Raza and Aggarwal (1991 :
57) “largely performs the waiting room
function not only for a relatively smaller
number of employable unemployed, but
for a considerably larger horde of the
unemployable unemployeds”.

The increasing availability of pecple
with educational credentials in relation to
the availability of jobs has resulted in a
constant escalation of educational quali-
fication for jobs without any necessary
relaticn ro more effective job per-
formance or sophistication demanded
by the economy: Agarwal (1985: 68)8
quotes Fanchmukhi’s estimation of the
devaluation of education by 5.8 per cent
‘between 1954 and 1974 and 6.9 per cent
between 1864 and 1974. If the expe-
rience requisite for jobs is also taken
"into consideration the devaluation for the
jatter period rises to 11 per cent. Such a
devaluation is noticed in 22 out of 28
job categories examined.
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The paradox of the situation is, as Dore
(1976 : 4) epitomized, “the worse the
educated unemployment situation gets

and the more useless educational certifi- -

cates become, the stronger grows the
pressure for an expansion of educational
facilities””. According to him, if one
finds that the education he has acquired
does not get him the job on which he
has set his sight, then he will try to get
more education. Thus, as mentioned
earlier, the “thirst” for education is
linked largely to the acquisition of edu-
cational credentials with the hope of
getting better jobs or some job, and has
nothing to do with a disinterested desire
for knowledge. The thirst is easily
quenched as higher education is very
highly subsidized.

Doomed Reform : The Commissions
and Policy

Diagnoses of the crisis in higher educa-
tion generally reiterate that the legacy of
higher education inherited at the time of
independence in 1947 was already crisis
ridden. As an integral element of
colonial underdevelopment, higher edu-
cation was “anaemic, distorted and
dysfunctional”. Low leve! of enrolement,
¢ liberal”” nature of education, enclaviza-
tion of the institutes of higher learning,
and spurious modernization were its
festering features (see Raza, Aggarwal
and Hasan 1985 : 100-089).

It is true that the sacial institutions,
cultural values, and patterns of behaviour
implanted and nurtured with the help of
economic sanctions and political force
over a prolonged period of two centuries
of colonial rule are hard to be radically
transformed in the course of a few
decades. But cultural inertia can hardly
be a perpetual excuse. In fact, this
failure is to be explained only by the lack
of a political will, if notalso the lack of

an ideological direction, on the part of

the leadership, traceable to a vested

interest in the status quo (Jayaram 1990:
45-59).

Since independence the Government

‘of India has mechanically followed the

time-honoured colonial practice of
appointing a committee or a commission
to study the crisis in the realm of educa-
tion in general and higher education
in particular. The University Education
Commission of 1948-49 (Radhakrishnan

* Commission) examined the development

of higher education and made proposals
for its future expansion and improvement.
A similar enquiry in regard to secondary
education was caried out by the
Secondary Education Commission of
1952-53 (Mudaliar Commission).

These two Commissions, or for - that
matter any commission appointed in the
pre-independence period, looked at
education in a compartmentalized fashion
(higher education or secondary educa-
tion) and totally ignored primary and
adult education. The Education Com-
mission of 1964-66 (Kothari Commission)

was the first commission in India’s:

educational history to look comprehen-
sively at almost all aspects of ‘education,
and evolve a blue-print for a ‘*national
system of education”. i.e

Having influerced the two Statements
on the National Policy of Education
(1968 and 1979), and through them the
policies and programmes adopted:}n the
Fourth, Fifth and Sixth Five Year Plans
(1978-83), the Report of the Kothari
Commission has beep on the anvil for
over a decade and a half now. However
the educational developments in the
country since the Report was first
published ‘“show marked variations with
those postulated by the Commission”
(Naik 1982.).
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This is partly attributable to the
deliberately normative path that the
Commission chose as is revealed by the
eight premises set forth in Chapter Il
of its Report (quoted in Naik 1982: vi).

(1) strong Central and State government
that would Ee committed to educational
development, (2) stable political condi-
tions, {3) declining birth rate, (4) a
growth of national income at 6 per cent
per annum, (5) a lessening of social
tensions due to effective development,
(6) a strengthened and revitalized bureau-
cracy: (7) a committed and competent
body of teachers, ;;nd (8) a community
of students dedicated to the pursuit of
learning.

With most of these premises ‘turning
out to be wishful thinking in view of
the operation of socio-economic and
political coustraints, the thrust of reform
was expectedly doomed.

Neverthelsss, it can hardly be gainsaid
that the powers that be, handied the
Report in a “slipshod manner”. The

‘Public Accounts Committee (1977-78:11)

of the Sixth Lok Sabha characterized
the  University
approach to the recommendations of the
Education Commission (1964-66) as
“perfunctory and insubstantial”. The
University Grants Commission being
only an admintstrative handmaid of the
government, however, cannot be solely
held responsible for the pathetic outcome.
The Ministry of Education which processed
the Report totally obliterated it by
treating in a piecemeal fashion selected
aspects of what was conceived as a
package deal (see Naik 1982: 31-32).

An important strategy of the government

for dealing with a report of a committee .

Oor a commission has afways been to

_obviate any controversial debate on it
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by accepting its recommendations in
principle. Considering this the latest
exercise in. policy formulation by the
gaovernment is unorthodox. In August
1985 the Ministry of Education (since
reorganized as the Ministry of Human
Resources Development) presented to the
Parliament a 119-page document, This
document was intended to act as a
catalyst and elicit the views and opinions
of all those dealing with or interested
in the complex task of “‘restructuring the
system of education” confronted by a
crisis.

This document, known popularly as
*’the ‘new’ educational policy”, is perhaps
the most remarkably candid and forthright
one to have come from the government,
admitting the failures on several fronts
and acknowledging the innumerable
mistakes. The apparent honesty of
approach of the document cannot hide
the fact that it is basically an updated
record of the all too familiar statistics of
the educational achievements and blun-
cers, and a restatement of many of the
old educational ideas, whose roots can
be traced to the umpteen unimplemented
or inadequately implemented reports of
various committees and commissions. A
closer scrutiny of the document reveals
that some of the problems have been
toned down and that on others there is a
studied reluctance on the part of the
government to commit itself (see Jayaram
1990 : 215-26).

The document lays the utmost empha-
sis on higher education, as it *’can provide
ideals and men to give shape to the future
and also sustain ali other levels of educa-
tion”, and is therefore, “the single most
important indicator of... country’s future”
(Ministry of Education 1985 : 6, 47).
Among the key policy measures contemp-
lated by the document are .

a) delinking of degrees from jobs,
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b) diversification of courses,

¢) placing a moratorium on the expan-
sion of the conventional pattern of
colleges and universities,

d) selective admission to higher educa-
tion based on ‘*scholastic interest and
aptitude”,

e) establishment of new centres of ex-
cellence,

{
f) decentralization of educational plan-
ning, administration and monitoring,
and

g) depoliticization of the acedemia.

It is rather too early to offer a conclu-
sive evaluation of either the nature of the
implementation of the programmes engi-
saged by the "new’” educational policy or
the efficacy of particular programmes. But,
considering the nature of the constraints
to be encountered, one cannot be too
optimistic about the outcome of this
policy. If past experience is any guide,
what we can expect is ad hoc piecemeal
tinkering with the system rather than its
overhaul with grit and determination. In
the meantime the hiatus between the
worsening crisis and its feeble handling
grows wider.

Planning : Inept Exercise

One of the main constraints on the for-'
mulation and implementation of educa-
tional policy for higher education is built
into the very process of planning. Ina
quasi-federal polity like India, educational
planning becomes a part of the overall
national planning. Besides assuming an
active participation of the constituent
states, the national planning tends to be
overwhelmingly macro in perspective and
is expenditure-oriented. Moreover, higher
education being a concern of more than
one governmental department the educa-
tional plan does not present a coordina-

Lt

ted picture. All this inevitably has an

adverse effect on the implementation of

the plan.

Education was in the “‘state list”" until 3
January 1977, when the Constitution was
amended to bring it under the "‘concur-
rent list. Though the central government
thereby established supremacy over edu-

cation, the hopes of reform that this re-

lisging aroused have not materialized at
all. With the gradual deterioration of the
..relationship between the centre and some
of the states during the course of the last
two and a half decades, no government
at the centre can confidently take any
bold steps in the realm of education.
Thus, “the federal dilemma asserts itsel§"”
(Pinto 1984 : 163). B
[

The absence of a single machinery to
look solely after the pianning for higher
education has often been mentioned, and
the Third Five Year Plan took a serious
note of this lacuna. The responsibility in
regard to higher education is divided
among various departments, and the state
government's involvement is only peri-
pheral. The state governments pass the
buck on to the universities, which, being
totally dependent on state funding, plead
inability to take up this responsibility-
Presuming that the state governments can
chalk out an excellent plan for:higher
education, they can hardly be assured of
its implementation, as they are humilia-
tingly dependent on the central govern-
ment for funds. Thus, the restructuring
of centre-stata relations on the lines of
cooperative federalism” is a sine qua
non for any planning and management of
higher education (Pinto 1984 : 185).

Implementation: Ineffective Contrbl

The University Grants Commission
established by an Act of Parliament in
1953 is an unique educational authority

MIDS Bulletin, December 1992

S.103

vested with the powers to provide funds
and to determine and coordinate stan-
dards of higher education. Though it is
expected to play a lead role in higher
education, as its “nerve centre”, it is
endowed with very little power (i.e.,, it
can only withho!d grants). But in view
of the diarchy in higher education, with
the Commission trying to oversee higher
education -and the state governments
regulating it in practice, even this power
it can harldy exercise.

Thus, the Commission has turned out
to be merely a fund-disbursing agency,
without the power to enforce any of its
recommendations. The Estimates Com-
mittee (of Parliament) in its Sixty-sixth
Repart presented to the Parliament on 30

March 1989 expressed grave concern.

over the uneven growth of the universities
and bemoaned that the Commission has
been a silent spectator in this regard
(Indian Express, Bangalore, 31 March
1989)7. The Commission has also bzen
assailed in the Lok Sabha for its failure
to check the proliferation of illegal and
spurious universities which have sprung
up in several parts of the country (/ndian
Expres, Bangalore, 4 May © 1989). So,
higher education in India has been an
unbridled horse so far.

{slands of Excellence in an Ocean of
Mediocrity

In view of the irredeemable impasse in
which higher education in general is in
today, and considering the critical require-
ments of enlightened, sophisticated and
creative manpower; it is hardly surprising
that the government is concentrating on
~centres of excellence” while allowing
the body of higher education to die a
natural though prolonged death. Since
the late seventies, a three tier scheme for
realizing excellence — the Departments
of Research Support (DRS), the Depart-
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ments of Special Assistance (DSA) and
the Centres of Advanced Studies (CAS),
in the ascending order — has been evol-
ved by the University Grants Commission,
and specific centres and departments have
been identified by it based on their work,
academic reputation, existing facilities
and potentialities, This scheme has no
doubt “iinjected a degree of vitality in a
system which was becoming moribund
and breaking down under the increasing
weight of its own size and the consequent
thinning spread of limited resour-
ces” (Raza and Aggarwal 1991 :
41). . Only a systematic review of
this scheme in the next few vyears
will reveal how far it has been able
to realize its objectives.

The prospective scenario is thus clear.
The system of higher education will
continue to produce a small quantity of
high quality products from a small
number of excellent centres of learning.
These products will have currency in the
national as well &s the international
community of scholars. The very large
quantity of poor quality products from
“academic slum’™ will join the swelling
ranks of the unemployed and the under-
employed. As Raza and  Aggarwal
(1291: 41) rightly observe, “'their dis-
carded hopes and cynical frustrations
provide fertile ground for blind turmail,
sterile unrest and directionless ferment’’,

Conclusion

There is no dearth either of the dia-
gonoses of the crisis confronting the
system of higher education or of its
remedies in the form of rational policies?,
if the mounting problems point to the
loss of vitality and moribundness of the
system, the experience hitherto of policy
formulation and plan implementation
hardly permit any optimism. Both the
diagonoses and the remedies are, by
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and large, foredoomed as they have ucturing of education to take place
approached the educational crisis sui independently of a simultaneous transfor-
generis, - mation of the socio-economic edifice.
Hence, successful policy of  higher
it is important to realize that the education, or for that matter education
development of education in the post- itself, has to he conceived in keeping with
independence era can hardly be under- a vision of the kind of society for which
stood apart from the socio-economic the people are to be educated. Only if the
and socio-political contextin which it political elite are committed to such a
has taken place. Since these contexts vision and are willingto make the
themselves manifest symptoms of a crisis requisite sacrifices for realizing it, can
one can hardly expect a radical restr- a policy tailored to its needs emerge.

Notes

1 In outlining this paper | have drawn heavily on my paper ""Higher Education:
State Policy and Social Constaints” (Jayaram 1989-90). | have also used

some of my earlier essays on higher education in the volume Soiology of
Education in India (Jayaram 1990). ‘

2 The statistical information on the number of institution, the enrolment . of
students, the number of teachers, etc. is drawn from Raza and Aggarwal (1991).

The information on financial allocation is drawn from the respective Plan documents.

EV
3 The figure include the 27 institutions which are designated as “Deemed to
be Universities” under Section 3 of the University Grants Commission Act, 1953,

4 This excludes junior colleges and colleges ha§/ing only diploma or certificate
courses.

5 This excludes those enrolled in pre-university and pra-professional :.levels.
Incidentally, the percentags of students in higher education to the total pop-

ulation in the age:group 17-23 years increased from 0.8 in 1950-51/to 4.8
in 1980-81. '

6 Approximately defined in terms of “a lower wage obtained by an educated

person in relation to what he would be expected to get in ideal conditions"
(Agarwal 1985 : 68). 2

7 Of the 28 new universities established during the Sixth Five Year Plan and the first
two years ‘of the Seventh Plan, in as many as 13 cases there was no effective con-
sultation between the Commission and the respective state governments. In fact,
the Commission had not even received survey information in five of the 13 cases.

8’ For a comprehensive bibliography, see Raza and Malhotra (1991).
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HUMAN RESOURCES DEVELOPMENT IN HIGHER EDUCATION
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The objective of this paper is to discuss
the concept and importance of Human
Resources Development (HRD) and its
application to the education sector in
general, and to indicate the mechanisms
for developing teachers, one of the most
important resources of higher education
system.

Importance of Human Resource

The most important and valuable resource
of an organisation is its employees.
Unlike its other resources, human
resources have rather unlimited potential
capabilities. Organisation can become
dynamic and achieve excellence only if
this potential can be properly developed
and utilised. Dynamic people can build
dynamic organisations, Effective emplo-
yees can contribute to the effectiveness
of the organisation. Competent and
motivated people can make things happen
and enable an organisation/institution
achieve its goals (Rao 1990). Therefore,
organisations through systematic and
planned HRD efforts should continuously
ensure that the dynamism, competency,
- motivation and - effectiveness of the
employees remain at high levels.

The '_Conxcept of HRD

HRD is the process of helping people to
~ acquire competencies. In an organisa-

tional context HRD"...is a process by
which the employees of an organisation
are helped in a continuous and planned
way to:

1 acquire or sharpen capabilities requir-
ed to perform various functions
associated with their present or
expected future roles;

2 develop their general capabilities as
individuals and discover and exploit
their own inner potentials for their
own and/or organisationa!l develop-
ment purposes; :

3 develop an organisational culture in
-which supervisor sub-ordinate rela-
tionships, team' work and collabora-
tion among sub-units are strong and
contribute to the professional well-
being, = motivation and pride of
employees (Rao 1985).

Mechanisms like performance appraisal,
feed back and counselling, potential
development, job rotation, rewards,
training and organisation development
(OD) can facilitate the process of HRD
described above. '

The corporate sector in India has started
increasingly recognising the importance
of HRD, over the last one and a half
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decades and is adopting a variety of
approaches and strategies for developing
its human resources in a formal and
systematically planned manner, in order
to achieve organisational effectiveness.
Their is a rapidly growing literature
which documents the HRD experience in
the corporate sector in India (See Rao
and Pereira 1986; Rao, et, al, 1988;
Silvera 1988; National HRD Network
1889; Maheswari, et.al., 1990). Ironically
in the education sector, whose key
responsibility is to develop the nation’s
human resources, not much attention is
being paid to the systematic develop-
ment of its human resources.

Highlighting the importance of HRD .

in the education sector Rao states :

Education itself aims at development of
human resources. Therefore when we talk
of HRD in education we are talking about
the development of those human resources
involved in education. These include :
teachers, headmasters, principals, support
staff working in education institutions,
heads of university departments, vice-
chancellors, educational administrators at
the local, district, state and central levels,
planners and policy makers. Developing
all these categories of people becomes ex-
tremely important as the effectiveness of
education depends upon how well they
perform their roles. People at different
levels and performing different roles require
different competencies to be effective in
their roles. These competencies are aiso
changing from time to time as the environ-
ment is changing; knowledge base is
continously improving and the needs are
changing. Such a dynamic and changing
environment requires an equally or even
faster developing human resources to cope
with it. Hence there is a need to develop
continuously the capabilities of the people
involved in education (Rao 1986).

On the basis of a review of literature in
the area of HRD in India, Rao and Abra-
ham (1991) point out that *'there is an
urgent need for HRD researchers to study
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the nature of public systems (govt.
departments, service institutions like
universities, colleges and hospitals) to
identify the HRD needs and design HRD
systems for these organisations’”,

In the following pages, after a brief
statement of the pivotal role played by
teachers in the education sector, a bird’s-
eye view of the human resource manage-
ment and development systems for tea-
chers in higher education is presenred.

iImportance of Teachers

The role and importance of 'teachers in
influencing the quality of the educational
process and its product is beyond ques-
tion. ““The destiny of the country is
being made in the classrooms and the
teacher has an important and vital role to
play in the total programme of national
development and social change” (Gove-
rmment of India 1991). The Indian Edu-
cation Commission (1964-66) declared
that “Of all the different factors which
influence the quality of education and its
contribution to naticnal development the
quality, competence and character of
teachers are undoubtedly the most signi-
ficant” (Chapter II1).

The National Policy on Education has
also emphasised the important role of the
teacher thus : “The status of the teacher
reflects the socio-cultural ethos of
society; it is said that no people can rise
above the level of its teachers” (Govern-
ment of India 1986 IX : 9-1). I the
teachers are not performing their role
effectively then to that extent the nation‘s
human resource quality gets affected. So
if we want the nation's human resources
to be developed to its optimum level, we
must first develop the teachers.

Selection and Appointment of
Teachers

On proper selection depends the quality
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of intake and on intake depends the
effectiveness of teachers development.
The importance of selecting the cright’
person for the role of a teacher cannot be-
over emphasised :

If competent teachers can be obtained,
likelihood of attaining desirable educatio-
nal outcome is substantial. On the other
hand, although schools (and higher educa-
tional institutions) may have excellent
material resources in the form of equip-
ments, buildings and textbooks, and
although curricula may be approximately
adapted to community requirements, if the
teachers are misfits or are indifferent to
their responsibilities, the whole programme
is likely to be ineffective and largely was-
ted (Ryans 1989).

Referring to the unresolved debate of
excellence versus equity with regard to
teachers selection Venkataiah has cautio-

ned thus :

There are some teachers who work without
any high motive or ideal but merely to earn
their living. The recruitment of incompetant
persons to the teaching profession on the
basis of discrimination is the very negation
of democratic principles and the greatest
disservice to the budding citizens who
have a right to expect the most efficient
and helpful instruction at the hands of
capable and talented teachers. The prof-
ession should not become dense with
unsuitable members who get entry into it
on consideration other than merit
{Venkataiah 1991). !

Job security offered by the teaching prof-
ession makes it all the more important
that a “right” person with the appr-
opriate knowledge, skills and attitudes is
“selected. Unlike in most other profes-
sion, the possibjlity of rectifying a wrong
- selection by transfer to a more appro-
priate role within the organization rarely
exists in an educational institution. The
freedom and flexibility - the teaching
profession offers, quite often gets misused
by a misfiti‘to the profession who would

spend most of his time on politicking
than on academics.

The present selection procedure is
based on academic qualification, public-
ation and performance in interview.!
Pointing to the lacunae in the procedure
Dwivedi ahd Kushawaha (1988) state thus:

;
(1) itis clear that paper qualifications are
/not the correct indexof knowledge,
specia'ly today when the examination sys-
tem ar system of evaluation is flawed. (ii)
the intervigws that are perfunctory and at
their best halp to measure only the congn-
itive aspect. (iii) There is no provision to
measure the emotional qualities, physical
fitness, and many other competencies that
are needed for a successful teacher.

The current selection procedure does not
seem to recognise that. ability to teach is
a quality not a mere qualification.‘ A
person with a doctorate and publication
need not necessarily be a good teacher.
Since teaching is one of the key perform-
ance area of college/university teachers.
The selection process for the entry ‘level
positions, must attempt 10 measure group
presentation skills of the candidates. The
selection process of some institutions like
IHTs and liMs include a seminar by the
candidate for this purpose.

Teacher Training in Higher Education

Though formal teacher training (B.Ed) is
an essential qualification for appointment
as a school teacher, it is rather strangé
that no such formal training in teaching
skills is considered essential to becgme a
teacher at a college or university. ~ Teac-
hers in higher educational institution, till
recently, were expected to learn techni-
ques of teaching on the job by trial aqd
error, With the National Policy on
Education (1986) for the first time in
india, officially some serious thought
was given to the question of training uni-
versity/college teachers resulting in the
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emergence of Academic Staff Colleges
(ASCs) from the academic year 1987-88.
The scheme of Academic Staff Coileges
comprising orientation and refresher cou-
rses aims at (a) pramoting the university/
college teachers awareness of their
respensibilities and status in the educati-
onal system, (b) exposting the teachers
to the advances in their respective
disciplines, and (c) acquainting them
with the new methodologies and techni-
gues of teaching. ASCs are expected to
motivate the teachers through specially
designed orientation programmes in edu-
cational technology and psycheclogy and
through the organisation of refresher
courses to cover every teacher at least
once in five years and encourage them to
participate in seminars and symposia etc-
(Ramabrahmam 1991). ’

At present 48 ASCs are functioning in
the country with varying levels of effici-
ency. The functioning of ASCs bhas
recently been reviewed by acommittee
constituted by the UGC. Generally satis-
fied witn the performance of ASCs the
committee urged the continuance of the
scheme during the Eighth Plan and sug-
gested the scheme being put on a “per-
manent footing’’. According to the
committee, the existing ASCs can provide
training facilities for about 10,000 newly
recurited teachers for the orientation side
and about 24,000 for the refresher pro-
grammes in a year. While this met the
needs as far as the orientation side is
concerned, a large backiog of 1,00,000
teachers is a reality for the refresher
programmes. In order to solve this, the
committee has suggested augmentation
of the number of centres, revival of the
earlier UGC scheme of summer institutes
and getting the help of distance education
mode (Rajagopalan 1992).

Besides the UGC commiitee there have -

been a few other studies on the function-
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ing of the ASC. Deshpande and Jantli
(1991) in their study have found a posi-
tive effect of orientation course on
teaching methods in higher education on
the attitude of ASC participants towards
teaching at the tertiary level.

On the basis of an analysis of the
feedback from 12 ASCs spread all over
the country Rehman and Biswal (1932)
have concluded that these ASCs are able
to -‘establish their credibility in developing
the teaching skills of teachers in higher
education’’, A case study on the Evalua-
tion of Refresher courses by Rama-
brahmam (1991) points to some lacunae
in the refresher courses and recommends,
Inter aljia, that the contents of the
refresher courses be related to those of

the syllabi enforced in different univer-
sities.

To increase the effectiveness of training
offered by ASCs a few suggestions made
are:

1 At least 50 per cent of the six to
eight week duration of the orientation
precgramme must be allotted to
developing the teaching skills of the
participants, Teaching skills cannot
be developed through class-room
instruction alone. It has to be sup-
plemented by adequate practice ses-
sions by participants. Micro-teaching
techniques with the help of video-
camera and play-back with comments
by an instructional consultant could
greatly help the participants in be-
coming aware of their shortcomings
and dysfunctional mannerisms.

2 Selection of the right kind of resou-
rce persons for the ASC programmes
needs to be given adequate attention.

3 Regardless of the kind and amount
of preparation given in ASC orienta-
tion, teachers need regular supportive
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consultation for about one to two
semesters after the completion of the
programme. For this purpose there
should be follow-up and continued
linkages between the teachers and
ASC to offer consultations and gui-
dance on problems relating to instru-
ctional role of teachers.

4 At present very few ASCs evaluate
the participants (Deshpande and
Jantli 1991). There is need for formal
evaluation through some testing or
other means in order to make the
participants accountable.

Training has been used most often as the
only mechanism for developing human
resources in the education sector (Rao
1991). Other mechanisms of HRD such
as development oriented performance
Appraisal systems, OD exercises and
appropriate reward structures to create
a development climate are neglected.
The following pharagraphs briefly indi-
cate how these mechanisms, which are
increasingly being adopted in the corpo-
rate sector could be applied to the
education sector.

Performance Appraisal of Teachers

In most of the universities and collegesin
India teacher performance appraisal syste-
ms are rudimentary in nature and the data
generated is mainly used for administra-
“tive decisions such as extension/declara-
tion of probation, promotion and sanction
of incremenrs. Most often the appraisal
is - exclusively based on the judgements
of the immediate boss reported in a
confidential manner to the academic head
. of the institution. There is no formal
mechanism for giving feed-back to the
appraisee, excepting when it is negative.
"The way the system is practised offers

lots: of scope for subjectivity and bias.
It creates a very unhealthy organizational

ER
A

climate with a lot of tension, mistrust,
frustration, and interpersonal conflict.
Such a climate is detrimental to the

- health and development of both the

institution and the teacher.

Recognising these weaknesses the
National Policy on Education (1986)
has recommended a new system which
is more open, participative and data-
based for evaluation of teacher perfor-
marice through as self-appraisal, peer
groups, and mgst importantly by students.
However, its recommendation has so far
not been implemented by many uni-
versities and . colleges. A develop-
ment oriented performance appraisal
system for reachers when systematically
practised, can contribute substantially
to the university’'s colleges excellence
by facilitating effective utilisation and
development of its teachers. A good
performance appraisal system for teachers
should have the following objectives:

— providing more objective data for re-

wards, promotjons, and development

decisions; g

— increasing role clarity;

— developing harmonious superior- sub-
ordinate relatlonshm,

— helping in identifying and soi\}ing
problems and issues affecting perfor-
mance; and

— creating increased awareness of the
teacher’s strengths and developmen-
tal needs.

nd

To achieve the above objectives, the
design of the performance appraisal
system must ensure the following :

1 The data generated by the system
must be used for developmental
purposes, in addition to the admini-
strative purposes.
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2 The system must be made open,
data-based and participative to avoid
subjective and judgemental evalua-
tion. Operationalising such a system
invoives four steps: (a) the begin-
ning of each appraisal period, the
Dean/HOD/Principal and the teacher
concerned must mutually agree upon
the key performance areas, the targets
and thecriteria for measurement;(b)on
completion of the appraisal period
the teacher concerned will send to
the appraiser a seif-appraisal of his
performance identifying, facilitating
and inhibiting factors; {c) a formal
performance review and discussion,
at a mutually convenient time, bet-
ween the teacher and the Dean/HOD/
Principal; and (d) identification of
development needs and development
of action plan for future appraisal
period. A somewhat similar scheme
is described by Orpen (1987-88) as
an MBO scheme for improving teach-

ing.

3 Appraisal by the Dean/HOD/Principal
needs to be supplemented by peer/
expert evaluation and student evalu-
ation in addition to the self-apprai-
sal mentioned earlier. The system of
student evaluation of instruction is
widely practised in institutions aof
higher learning in the developed
world for both administrtative and
develcpmental purposes. Arubayi
1986). However, in India there is
stiff resistance from teachers for
student evaluation of instruction
mainly due to the fear of such evalu-
ations being used against them by
the authorities, Considering the uti-
lity of student rating  in assessing
university/college teaching and im-
proving its quality, greater efforts
must be  made to introduce the
scheme at least for the developmen-
tal purposes. This could alleviate the
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misgiving of the teaching community
in India about the scheme. “Teachers
should be educated about the advan-
tages of student evaluations, especi-
ally about what can be gained from
reviewing their teaching evaluations
with an experienced instructor. Feed-
back from students by itself is not as
likely to lead to improvement as
feed-back interpreted by an experien-
ced guide who can show an instruc-
tor how to improve’* (Lowman1987).

Rewards Structures

Rewards structure as a mechanism of
HRD of teachers should be designed to
respond to the question “in what ways
should effective teachers be treated diffe-
rently so that they do not loose motiva-
tion*? [t should deal with issues like
incentives, award and other forms of
recognition to motivate effective teachers.

Rewards structure in most universities
and colleges pay inadequate attention to
a teacher's effectiveness in teaching,
although for college and university
teachers the key performance area is to be
an effective teacher. Appointments, pro-
motions, and salary raises are determined
largely on the basis of the quantum of
research output, quite often unmindful of
the quality. Teacher’s contribution to the
development af students through effec-
tive teaching, evaluation, [feed-back,
coaching, ceunselling etc., do not seem
to get the recognition it deserves, Of
course there are 'Best Teacher Awards*
instituted by some state governments to
honour teaching excellence in higher
education. But they are far too few to go
to everyone who deserves them and the
selection processes for these awards
sometimes are suspected to be on political
or seniority considerations. lronically,
students do not have a say in judging the
“Best Teachers’ L.
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