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Indian Economy at the
Time of Independence

wries. Indinn cultute,
d by the British. We
mental t Indin’y

Indin was under the Weltish role for nearly two cen
administration and economy huve been lurgely influence
cannot iWiogether denounce thut the alien nule wus totally detri
economic progreay. What little ndvancoment we had ut the Lime of Indopendence
was duc to the pioneering efTorts of the British administrators, combined with the
zeal and enthusissm of 8 few patriotic Indians. Though the British pohicy wi
mainly nimed ut exploiting India®s natural resourees for the benefil of their

moiherland, their administration ensured unity, security and safety, though no|
prosperity and plenty.

When India attsined independence in the year 1947, Indian economy
presented & dual piclure of modemism on the one side and traditionalism on the
other. There was prosperity and plenty on one side and poverty and penury on
the other. We shall study in detail about the condition of the Indinn economy
before the advent of the British and the economic transition of Indian during the
British period and finally the picture of dualism which was one of the features of

underdevelopment.
Indis in the Early Dayas

Indian Economy in the early days was 8 village economy, consisting of
isolated self-sufficing economic units in the form of villages. The community of
the village, based on division of labour, produced the necessary requirements of
the village and very rarely the products went beyond the village market; the
exchange being mostly on barter system, though money economy was nol
unknown. The occupation of the people was cultivation of the land and ending
of cattle. There were artisans who identified themselves in classes and castes as
carpenters, weavers, potters, whshermen, cobblers, barbers, etc,, whose
occupations were hereditary. These artisans received » portion of the harvested
crops of the village for their services repdered to the village community. The
village had their own panchayuis and they were like miniature republics. The
relation and associution with the outside world were very much limited, nor was
there any interference from outside. Except the acknowledgment of the
authority of the king outside and the payment of taxes in k ind, the villnge formed
separate entities by themselves, contribiuting to o high degree of happiness of all

in the villages.
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The orgenization of society, religion and law exercised a considerable
The caste system originated in the Epic Age, 8s  functional division of society
and, at & time when the economic organization of society was simple, it worked
splendidly well. Again, in earlier times, the castes worked like the guilds of
mediaeval Europe; they provided for the training of apprentices and operated as
so many mutual benefit societies.

Secondly, the joint-family system had enormous consequences of Indiun
economy of carly days. In this system, the members of the family pooled their
cesources and maintained the family out of the common fund. The advantage
was that weal or woe was borne by the group entirely and there was no need for
organized poor relief. The system gave protection to helpless persons, old men,
widows etc., and exhibited a spirit of unselfishness and sacrifice among the
members of the group. In a joint family, sub-division and fragmentation wus
avoided. for the whole plot of land belonged to the family. It was also economical
1o have one establishment for a large number of people.

Whatever might have been the merits of the caste system and the joint family
cemuries ago, they had their own dmwbacks and inherent weaknesses, The
caste system, determin'ng the occupation, divided the society into watertight

i which resulted in congestion in some occupations and shortage
of man-power in others. Further, it proved & fotter on matenial progress. The
disadvantages of joint-family were many. The! head of the family prevented
initiative nmong the members of the family, Inoentive 1o work was not there, as
the members knew that the fruits of their labour would be shared by all. Further,
it contributed to immebility of the Indian population and prevented
entreprencurship. Still further, unscrupulous members of the femily took to
gambling with the family property. This led to discords and strife in the family.

Another important factor which had powerful influence on the economy of
India was the Hindu religion. Importan! pilgrimage centres like Varanasi,
Allshabad, Masik, Puri, ¢tc., developed into centres of trade and commeerce,
Religious centres were the huclews of trude and commerce, and many activities
were based on religious functions and festivals. it has been erroncously stted
by some writers thu Hindu religion acted as an impediment to progress on the
ecapomic front, They sy that beeause of the emphasis of Gualism und spiritual

sutvations as the ulterior goal, individual initistive and material progress were
dizcardied. Tt should be noted here that almosi all the leading religions foster a
spririt of Genliem. Islum means *submission” (o the will of God. *Thy will be done'
iy the Chrstinn pryer. S0 it is vot comreet to say that only in Hinduism there is a
spirit of resignution and submission: Further, Hindulsm never prevented the
pw_pl':r.-ﬂnmmnking material progress, On the country, India befisre the advent of
the British rule prospered on the commercial side, having had forelgn markets,
Finally, religion had ool been a bur for progress in any country. The advancal

reonomies of the world have matenially developed not by negation of religion,
bint by fostering it
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.established iuil;nui# i.l:ﬁlh! nmu:;;’

i lhﬂ‘_mbliﬂgihewtﬂln' ustry which was spic
ﬁmﬁmmﬂmgm was famous for calicos. Dacca for musl_m
Kashimir for shawls, Ahmedabad for dhotis and dopattas, A:milsm' nnd Ludhinna
were reputed centres for woollen products, The Dacca mus{m wits the finest ung
best known of all cotion gouds, Dr. Mukherjee tells that "o piese of the finest
{ one yard wide, could be made 10 pass through a finger

l:ms and requined six months 1o manufncture it". There isan :qlﬂmﬁng story that
Aurangazeb is sad fo have rebuked his daughter, for appearning nnkci:l one day,
i und her body! Next to textiles, metal

was an established handicrafl. Benares, besides silk, was famous for its

Early
In carlier days, Indin had well

working ; _ _
brass, copper and beil metal wares, centres of this craft were Nazik, Poons,
Visakhapatmam, Thanjavur and Hyderabad. Mysore and South Cannra excelled

spuiama in enamelled jewellery

in sundal wood carvings and products, while Raj : ‘
and stone-carvings. Pearls of Coromandal Coast enjoyed world-wide reputztion.

All products were exported to foreign markets, particularly 1o Greees, Egvptdnd
South East Asia. The domestic market was much limited. The quality of the
handicrfl was quite high.
de:mﬂmnﬂuwhlwdun]yinth:mhmmnmh:causcnfm
variety of people and occupations, Handicrafls and fine arls were patronized by
(he princes und kings, and the towns were also centres of art, architecture,
sculpture and administration. The export trade of India flourished, Besides
exporting handicmfts to forcign countries, articles like pepper, opium, indigo and
cinnamon were also popularized in Europe. During the 17th and 1 8th centuries,
thee Industrial status of India in the world was of a very high order. Ata time when
Europe, the birth place of modern industrialism, was inhabited by uncivilized
tribes. India was famous for wealth, grandeur and craftsmuanship.
THE CONQUEST OF INDIA BY THE BRITISH

India had been land of conquest and settlement by many foreigners. The
Battle of Plassey in 1757 enabled the British East India Company to become
administrators, and the British conquest of India was completed by 1858 when
the Crown took over the administration, One fundamental difference between the
Britishers and the early invaders was that the former kept themselves as separate
class and created a feeling of distinction between them and their subjects in
Indin, while the Iatter naturalized and identified themselves as citizens of this
country. Because of this diflerence, the policies and activities of the Government
were aimed at enriching the motherland at the expense of India. The conguest of
India by the British led to the emergence of a new political and economic system.
Let us study the consequences of the British conquest and the chunges brought
about in s wake,
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Ecosomy During the British period
When the British congquensd India, the colonial expansion coincided with the
industrial revolution in England and the colonies were amply exploited 10 serve
¢ interests of Grest Britain. The British conquest led to the
disintegration of the village communities mainly due o the introduction of'a new
1and revenue system and commercialization of landed propeny. Mii wns
considered as the repository of raw matenals, intended for supplying the
industsial needs of England and all the expansions in the fields of transport,
communication, imgation, sducation, eic, were mainky aimed 5t mlmrfg the
F\ﬂ of economic drain from India. The three impartant consequences in the
indiant ecanomy due to the advents of the British rule were:
(i) Decline of Indisn handicraft and ruralization of the ecopomy

(i Introduction of pew land system to suit imperialistic needs,

i) The process of industrial transition through colonial capitalism.

Before the industrial revolution, the pattern of India’s trade with foreign
comntries was of manufsctured goods, textiles, spices, etc., to the various part of
Eufope. The industrial revolution in England, not only created a great demand for
raw materials for mass cheup production, but also needed foreign markets to sell
the goods. Hence, the industrial revolution reversed the character of India's
foreign trade. As a first siep, attempls were made 10 erush Indian manufacturers
and to step up export of raw materials. The Indian Textile handicraft was not only
the first, but the worst o be hit by the anti-Indian trade policies of the British.
The alien Government which was against the Indian interest, amply contributed
o the decline of handicrafts. '

Secondly, the Inditn crufts were thriving mainly under royal patronage, The
Rajahs, Nawahs and emperors who ruled India extended their patronage and help
1o the nritsans of the country for the display and decoration of their couris, With
the advent of the British rule, the princely courts disappesred and the
handicrafts also suffered on that account.

Thirdly, the Indian made goods could not withstand the foreign competition
of machine made cheap goods, particularly cotton textile goods. This led to the
decling of Indian handicrafis and the economy had to depend on foreign
manufactured goods by exporting mw materials. Thus the hostile srtitude of the
Hritich, the dominance of machine made goods and the diminished inffuence of
princely courts resulted in the destruction of Indian handicrafls,

Fourthly, there was the indigenous factor on the demand side. With the spread
of education and, with it, the English culture, the Indians began to imitate
western style in dress, fashion and manners 1o identify themselves with British
officiuly, Thee lec to o ehanye in the pattern of demand of the people who slowiy

the n‘i.‘lﬂ'-.‘mj




' as out of fashion ang

- - — idering the

! discarded ys goods, e o fillip to the demand uf

' mhﬁlu&n‘lﬁ:{n;mwllﬁ- mﬂﬂm indigenons production,
wmpﬂﬂdw hmmwm'mm

mhmﬂmwm‘mﬂwﬂm they were forced to take yp

and the displaced artisans had no “JMII:E m.pmﬂ:rﬂs.'li\'ﬂ ruralization angd

agriculture for their sustonance: m. . of papulation dependent gp

over-crowing in agriculture. The P“’“ﬂ?ﬂ middle of the 19th century 1

pgriculture ncreased from aboul 55 Pﬂ'w’a over-crowding naturally paved the

75 per cent in the thirties of 20th ceutury T’fm O division and fragment dioq

way for many defects in India agricultire, Iabourers, €6+

abnormal rents, emergence of landless

The Land system .

During the East India Compasy rule, land rovent® ,“;?mm:’;"ﬁ,,';ﬁ
finance and the directors of the company were V€T wdministrati
maximum revenue without Mgmﬁﬂmmmmﬁm sittle on,
S, the rulets sntroduced land settlement in 1793. In Bengal meny
made was called ‘Permanent Revenue Settlement’ B?‘h":m revenue collecton
afm:mmemvmdmﬁ:mdpiwmdﬁ 3 :
as Zamindars. The system lixed hndmmmmpﬁwmmﬂ”mm
were required 1o deposit &nd enhanced land revenué 10 the government. This
wmﬂlylndmm:mﬂwemﬁmﬁumpummwmﬂ_z{’mmd ,
the intermediary class with vested interest tied to the British rule in India. Thu,
dwEninmwmﬂedmﬁuhiﬁmﬂmlyhﬂmindiunmilwhhﬂrhu!pnndmmw
of the Indian people. This Zamindari system of Land settlement was exiended 1o
other states under the British rule and it was made 8 “Temporsy Settlement’
under which the land revenue was reassessed periodically, ranging from 251040
years.
hnddiﬁunmthmhmqmnﬂﬁrdummm!wﬂ in majar parts of
Bombay and Madras This was called ‘Ryotwari Settlement’ in which each
peasant holding s plot of land recognised as the landlord and be was made
directly responsible for the payment of gnnual land revenue to the Government,
The Ryotwari Seitlement also ereated abgentee landlords and it led 1o the
destruction of the organic life of village commumitics, bused on cusioms and

traditions.

All Mmculmﬂwwmﬂfagricultmm its progress by
creating a class which was least interested in agricultural development, but only
interested in exacting more and more rent from the tenant-cultivators,

Further, during the British rule, sgriculture was commercialized to cater 1o the
nceds of the British industries for necessary raw materials. Due 1o the industrial
revolution and mass production, the British industrialists were always in need of
raw materials to keep their factories running. There was 8 huge demand for
industrial raw materials like cotton, jute, groundnut, sugereane, ete. By offering
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Indian peasants were enticed to take (o production of commercial
o mmeﬂf food crops. By u deliberate policy uf pressure and high prices,
i {gndlords substituted commercial crops, and this led 10 a phenomenal fall
wikl uction of food crops. The extent of commercial agriculture went so far
intho P méany peamnlspmhmtheir food requirements from the shops in
0 mmr. deplorable fall in the production of food crops was responsible
 famines in India during the British days. These factors retarded the
ess of industriglization of the Indian economy, ‘ o
a network of reilweys and roadways only helped and inteasified
mmﬁwﬂ alization of agriculture. The transport system was least heipful to
e fumine conditions in India. Before the advent of reilways, the nature
of famines was one of local scarcity of food dl!l{ to short pm&.llﬂmnr and
godsmﬂ’s could not be quickly and properly mobilized to the fn_:mnr.- stricken
mauuﬂeﬂh:mnmﬁunnfm‘lws. the famines took & daﬁ’em!uslhape.
Famines were coupled with high prices of foodstuffs, mass agriculturs
unetaployment and lack of purchasing power. Added 1o these “m-lhf.- sctivitie
u{;pnjlimﬁand blackmarketeers who aggravated the famine conditions. Th
severity of the famines could have been raduf:t:'d if the transport 51.!5153{:;
pgﬁ::uln'iyﬂ]eunwly constructed railway, were milfzad l‘ur_mﬁhn!mnsﬂm st
to the famine areas from the regions of plenty. But in practice this was nol dnnc‘
mmmmmlﬁdmlﬂiuwtheﬁxpammﬁnglmdmhdmwd: Th
famine Commission of 1898 made it clear that food could be purchased in th
market, though at a very high price. All these go to show that the Gowr:mmw
was least interested in the economic conditions in India und every policy wa
designed to help England at the expense of India.

The destruction of Indian hardicrafts, the zamindari system, which lacke:
any incentive to the tiller of the soil, commerciulization of agriculture and th
hostile policy of the Government at the time, all led to the complete ruin of th
{ndian economy.

PROCESS OF INDUSTRIAL TRANSITION AND
COLONIAL CAPITALISM

Organized industry on o large scale was first infroduced in India only by th
British. It took mainty two forms, viiz., plantation and Teotory, the former indented
from same of the tropical possessions of Euwropesn countries, and the latter o
prochst of English industrial Revolution. The process of industrial tansition in
the 19th and 20th centuries under the British was mainly in the private secto
Indis possessed abundant mw materials and cheap lnbour and reidy marke!
when there wrs industrinl expangion in the West due to industrial revolution
Indimns in the sarly days were unfamiliar with the conduct of modern busings:
enterprises and the Indigenous capital was not fortheoming due to lack oF
technical ‘knowhaw'. This condition attracted the British capitalists who wer
cetnblished weaders. They Invesied their capilal in the colonies like India s
other parts of the Empire in plantations, factories and mining
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7
4 Tho eurly pluntntion industry mluhanﬂljdd
a t nnd Westorn Indin, Hul it ' _
m:l:::;iﬂm. The Eoul Ingtia Compuny mv!-ml the lndli-ﬁlfi’h:? E':EI!:"B In

sors froms Wost Indies and settling them in Bengal, Sonn there tupid

by indusary nd by 1850 indigo becume an important €xpom produc

:F;::l?: ;timilnrly.t: pluntation was starged in 1835 us n private 1}'“’"“_ e i

miscle tromendouy progress in due course, Coffee wus Introduced into India by

tho Moor fraders n the 17th cantury. But it did not make any Progress Luster on,

1 B0, colTce was again introduced by un Europoan, and it gathered moimentur
in due course and coffee eatates sprang up almost o & chain.

Among the munufmcturing indistrics, cotton nad jute were started. The firy
cotton mill was sel up in Bombay in 1851 by the Hombay Spinminy and Weaving
Cumpany. Within a decnde, about o dozen mills were started nround Bombay und
by 1880 there were 56 cotton mills employing nearly 43,000 people. Mr. George
Aucklnnd established the first jute mill in Bengal in 1855. By I882, the milly
increused to 20, employing nearly 20,000 people. Signilarly, the first coal mine wis
opened in 1820 in Raniganj District in Bengul. But it did not make much progress.
By 1854, there were only three coal mines in Indin. The opening of the East Indien
railway line in the region enabled the industry to grow quickly and by 1880 nearly
56 conl mines were at work in Raniganj and the adjoining districts employing
about 20,000 people.

By 1900, India became a great exporter of rice, wheat, cotton, jute oilseeds,
lea, clc., and importer of British manufuctared goods, British colonial business
developed in India very easily and quickly as it was indirectly linked with the
British Government. The industrialization indicated was more for their profit and
it was not intended in any way for sccelerating the progress of the Indian economy,

In addition to British enterprise, there were also enferprises of Amencans,
Jews and Parsis. In Indin, conditions were nol favourable for producing
indigenous industrial or business leaders. In foreign countries, at the time of the
Indusirial Revolution, conditions were very favourable for the emergence of
industrial establishments. There were two groups of people interested in
industrial establishments. They were merchants with enough capital to invest

and to find good returns, and the master craftsmen who mastered the fechnigue
of find good returns, und the master crafismen who mustered the technigue of
production, but who lacked capital for enterprise. These two clisses combined
together and effectively co-operated in starting many factories. But in India, the
conditions ut the time of Industrinl revolution were entirely different, Neither was
the merchant interested in industrial enterprises nor the crafismen knew the
technique, Morcover, in the carly days, most of the Indisn merchants who
possessed capital belonged to the baniyn or money lending community, who
weré particular about security of capital with good profit. So money lending and
trading offered more scope for profits rather than risky industrial undertakings.

before the British rule was indigo in
iod out ‘a5 o result of Americay
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m——— inent of tranyport offered muore opportunitics o tmding

i Further, the develop :
|nteresty and hencc the money lending and trading communitiex of India, viz.,
r © e Gujnrathis, Jains, and Chettlars 0ok to the development of thoir

irional occupation and not factory industries. Only in due course, they ook

| ::;rmdusmﬂ ventures with the help rendered by British Managing Agenix.
The Swadeshi Movemeat of 1905 gave an impetus 10 Indian indugtries and

! ssing in disgulse for the development

mmhmﬂmfwridwnrin 19]4 was n ble )
of indigenous industries. The war created enormous demand for factory goods
in India. Reduction of imports of foreign goods due to war conditions, and the
government demand of muterinls for war purposes, pave tremendous boost to
the production of fron, steel, jute, cotton and woolen mxnm Thc :r!.m'lhc-r of
cotton mills rose from 150 in 1KG5-96 to 264 in 1913-14 and jute mills increused

from 28 10 64, The output of coal incrensed fram about 6 million ons in 1901 10
gbout 16 million tons in 1914. Along with coul, petroleum and manganese
industries aiso came 10 prominence.

The cotton industry enjoyed continuous prosperity during the War years and

even after (hal. The average prices of cotton textiles at the end of the war were

nearly three times as that of the 1914 prices. The number of mines increased from
53410953 in 1922 and production increased from 14,7 million tons 10 18.2 millions

fons.

A Jarge number of companies came into existence. In 1913-14, there were

2 681 registered companics with a paid-up cupital of nearly Rs. 76 crores. In
19721-22, theirnumber rose to 4,781 with a total capital of sbout Rs, 223 crores.

In the early days of industrialization, Indian | ndustries faced many obsticles

and handicaps, like lack of capital, illiteracy of the lnbourers, shortage of fuel, and

limited markets. Though labour was abundant, it was very inefficient. The world

war | brought to light the industrial poverty of the country and made the

Gavernment realize the need for all-round progress. An industrial commission

was appointed in 1916 and subsequently the constitutional reforms made

industries a provincial subject.

It is very difficult to estimate the lotal forcign capital investment in India
during the British period. It was estimated at £ 208,000,000 in 1914 and at
£ 831,000,000 in 1922-33. The Financial Times, of January 9, 1930, estimated it
shout £ 7500 millions, The British Associated Chamber of Commerce in India for
1933 put the figure at £ 1,000 million. Findlay Shirras estimated for 1929-30 the

total sterling investment st £ 500,000,000

A nmfmr important feature of colonial expansion was the appointment of
Indian Directors on the Board of British controlled concerns, ¢.g., Jatia Brothers
in Andrew Yule & Compuny, and Mukherjees in Martin and Company.

With the initiative and push given by foreign capitalists and industrinlists, the
indians found their industrial leaders in Parsis, Gujarathis, Jains and Marwaris, eto.
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¢ British
hﬂmnﬂwwﬁ of India during the British regim,

A close look at the econonic ¢ -me taken place in this country, vi;
reveals that paradoxical tmnsition W% e i orated itself with warlg
modernization with llll_i‘i'ﬂ'dﬂ'fhpﬂ.lm enjoying any benefits Bfﬂpit&!im_
capitalism during the British period without s ot Belde:

The modernization had bees limited to only these P2 o

of the Indian economy with Britigy
mﬂm‘mwlrulheprmufwm f India and

) kit . the people © peace o
capital interest The British empire gave make way for machine mag,
prosperty. The ancient handicrafts were Killed 10 80 B0 Gy 0
'goodsal'lhcﬂriﬁﬂh:lhc:ulﬁwior&wmw f PM;- 4
system, the balance of payment position WRS most unsetistactory and the
country’s wealth was drained. .

The benefits and modemization under the British rule were only incldentg
and not contemplated. The argument that British capital was adventurous, while
Indisn capital was shy during the British days, does not hold good. Because of
the political advantages which could serve the ccanomic interest, forcign
capitsl was forthcoming. Morcover, all investmen! made were only under
guarmaniee system. Further, the tariff policy, and the ‘most favoured nation
reatment’ enabled the British capitalists to amass huge profits and 1t was not
mainly due to their enterprising spirit. Indian capital was also equally
adventurous during the two world war periods when foreign capital was chocked
up,

It is claimed thai the British provided a network of railways and roadways
which helped the Indian economy in the process of modernization and
industrialization. No doubt the transport sector of India is mainly respansible for
all the benefits in the process of industrialization. Bur this benefit was only
incidental and the ultimate object behind was systematic exploitation in order o
cripple the economy. The motive in all undettakings of the British was to serve
the interest of the British. Hence, Indian economy presented a dual picture of

modemization and underdevelopment when the British transferred power 1o
Indinin 1947,
The Goul of Econontic Poliey after Independence

Economic development, as indicated is 4 continuous process extending over

u very long period to break the vicious circle of poverty and leading to the suge
of self-generating economy, Thia is the goal of economic policy n India. The
directive principles of our constitution laid down the policy of securing adequato
means of livelihood (o the citizens, ownership and control of the resources of the
community to subserve the commen good. The operation of the cconamic
system should not resull in the concentration of wealth and income to the
common detriment. In India the plunning finds expression in fostering cconomic
development.
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~Indin todsy is one of the fast developing countries among the
oped ones. The production of goods for future industrinkization has
b e undertaken. An industrial complex supplying inputs has sprung up. Progress
mmmwﬁmimufml.qum machine tools, heavy
- cering products, heavy electrical equipment and fenilizers, ete, is highly
ommendable. Import substitution has been taken up with full vigour. An
memmmuh to sustain the economic forces is being built up
Mﬂ.ﬂmﬁmmmu a reality, There is Greon Revolution hemiding
a full scale industrinl revolution.
does India stand in the process of self-sustained growth? How far the
¢ policy has helped in achieving the goals of development? Rostow
pimse!f has stated that the "tuke-off” began with the commencement of planning
in Indie. But the process is not yet complete. “Historically, once regular growth
beging, it has taken about three generations for a nation to absorb and diffuse to
the bulk of its people what modern science and echnology could provide.”
IMLEMMA OF DEVELOPING ECONOMIES
A developing economy faces many crucial and embarrassing problems in the
process of development. In backward economies, it will not be a problem to frame
qolutions 1o make them rich and powerful, but the real problem will be the new
anes arising during the course of development. Thus, in the developing
countries, there are fwo sets of prablems; those which are inherited from past,
and those which are generaied by the process of change itself.
Inherited Problems
The enormous inherited problems of the developing countries are well known.
They are:
(i) The majority of mankind in doveloping nations still lives at subsistence
level hardly enough for human existence,

(i) Nearlyall countries reveal Inrge inequalities in wealth and income.

(i) Malnutrition prevailing in these economies isappalling. It is estimated
that as many as two-thirds of all surviving children in backward econo
mies are under-nourished,

(iv) Pooreconomics have high death rates, short life expectancy, poor
housing, difficulties in obtaining adequate fresh water and widespread

illiterncy,

(v) These countries face traditional institutional problems - inadequate

' administrative machinery, inefTiciency in private sector, particularly in
l banking credit and transport, lack of good and highly evolved legal
| system, and lack of experience in dealing with international business
and complexities of world economy.

—— —

|
\



|

. - ﬂ
an @ Indian Econgn !

N Such a “ﬁﬂfi’:rwm conditions create problems for dﬁﬂﬂpw
hich countries veto li g 1o those conditions whi.
regand as undesirable, 0 live while trying to change Which the,,

Mﬂr’ﬂ PI'DHHn|
Against this background of inherited problems, the developing COunrle,
through their suctess in development, generate new problems, perhaps mnr;

Aégravating than the original problems. The suceess-generated probleoms Rin

® Population explosion created by the miracles of modern medicjne -
TIEASUrES to lengthen human life, Population control and Family Plann,
programmes have become part and parcel of development Planing yip
their subsidiary problems.

(1) Industrialization, at the expense of modernization of agriculture,
created problems due to rapid urbanization. Urban poverty is created, yig,

1 environments, and herein we have the effect of inlt‘tnn,’,_.n
bchl-fncn inherited problems end newly genersted problems; the Appalling
Physical poverty in the country-side und urban poverty ind immaraliy,

(i) Increasing industrialization has ereated environment pollution, Causing
serious threat of humanity by posing many health hazards that wil] affeey
even the future generation. Further, socelerated urbarization, dyg y,
industrialization, complicates national economic management and Cilliges
quick-depletion of natural resources of he country, particularly fresh wye;
It has been estimated that the world may exhaust all conventionsl SOUTCey
of fresh water by the middle of the 215t century,

(iv) Another problem generated by success is that of rising unemployment.
caused partly by capital-intensive production, Computers put clerks out of
work, and foreign technicians, are hired for their knowledge of lates;
technology, while educated nationals, who could leam this technology, ure
cither utiemployed or take up jobs unreluted to their capacities,

{v) The Green Revolution has created many problems. The *miracle seeds’ angd
the technology behind it, no doubt, created a new strategy in agricultursl
production, and the developing economies are greatly bencfiting from this
technological breakthrough. Al the same time these high-yielding seeds
are displacing low-yielding pulses and oilseeds which comtain better
quality protein. Further, this *modernization in agriculture’ again creates
pew income inequalities, exacerbating the already existing inequalities in
the agricultural economy,

(vi) Even big projects like dams, power stations, roads, railways, etc., may
reward only certain groups more than others, regionnl disparities in income
may widen as some areas are strafegically better Jocated to modemize more
rapidly.
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Sroas® i export capacity, though welcomed by all, may cause social ‘
(A nton, since peal wages and Iucomes rise more rupidly in the export sector
in# manner visible to all. Tourism brings luxury hotel umidst squator and
Jums. substitute Industries, whose develupment iy encouraged by
Fﬂmﬁm policies, may prove uneconomical, wasting capital and savings
sl W\l‘ﬂ:ﬂl uncmployment,
o es of success-genemtad problem could be multiplied. The
of these problems is not evidence of failure in the field of development,

% econotries will have muny generaed problems. In sn economy,
4 ju will be s never-ending process. Success in development will sutomatically
th ’ needing solutions. The economists and seientists should
Eﬂﬂmnw]ndst the oxistence of generated problems and devise approprinte
::mﬁuﬂmmth‘ specific needs of the country.

Review Questions
Section - A
| Whatis a Hindu Joint-family?
2, What were the anclent trading centres of India?
3. ‘What do you mean by Coloninl Capitalism?
4 Make s bricf estimate of forcign capital investment in India during the British
i Py-lud.
'5 Section - B
| 1. ijclmnbrhfmﬂﬂndimmrintbeuﬂydm-hefhmmudvunt
l of the British.

| 2. ‘What is meant by *‘Success-generated’ problems for a developing economy? Give
[ustrations from Indisn experience,

3. ‘What are ‘inherited” problems of Indian economy? Explain with illustration.

| 4, What was the goal of economic policy after Indian independence?

| Section - €

| 1. *I'he British Rule in Indin gave peace. But not prosperity to Indian Economy’ -
Discuss.

3. Analyse the causes for the decline of Indian handicrafts during the British period in
Indiz.

3. Discuss about the ‘Land System' that prevailed in British India.

| 4. Discuss about the dilemma faced by developing countries during the course of their

' economic development,



Chapter 16
.
Y e
Poverty and Il:nze-;pmﬁt.y
- T
Wit is Poverty? _ 1 ‘
e eay difficult to definé the term “Poverty', 88 thers is Rothing ‘st

about poverty and the concepl is essentinlly a relative one. In the materjy;
senise, i poor person is ope who lncks_nmm to procure necessities of I?[ck
Though it appears 10 be o straight forward definition, in fact it is Dot 80, bacqu.,
there is no universal sgreement oN what “necessities” of life are. The siu;.:
hecomes even more confounded because, inndvertently, ‘money” is Consideny
synonmymaous with ‘means’ in the above definition,

It is not the word ‘money” but the word ‘more money” which implies 4,
concept of poverty. It is always relative. * A’ who is starving is not poar in isolation
He is poor when compared 1o '8’ who has something to eat. Going a step firthee
“B" is poor when compared to '(** who is having not only plenty of food, but als,

food. Thus, the concept is purely relative. Drawing a poverty line is more
Jess an_ arbitmary proposition.

However, for quantifying the extent of poverty, evonomists adopt som
economic indicators or measures 1o indicate the number of people below the
poverty line. Generally, income of the people is taken as the indicator of povery
or affluence. Spending or per capita expenditure is also 1aken as the indicator of
poverty. The “intake of food" and the *standard of living" are also taken into
consideration in messuring the extent of poverty. Whatever may be the method
adopted, the term poverty is mot am economic abstraction. but a human condition
It Is despair, grief and pain which cannot be measured,

Poverty line
Lord Boyd-Orr, the first Director General of FAO, was the first person o
und the notion of starvation linein 1945, According to him, a consumption
of less than 2,300 calories per person per day was considered as the fine of
starvation and this idea has been (ransformed into *poverty ling'. The Indias
planning Commission has defined the poverty fine on the basis of recommendsd
autritional requirement of 2,400 caluries per person per day for rural aress 2,100
calories per person per day for urban areas.
The working group consisting of Prof, Gadgil, Dr. V.KR.V. Rt

Dr-P'S, Lokanathun, D, Ganguli aod Ashok Mitrs worked out the povery e |

anile

4_4

Indis and recommended a standard of private consumiption al Rs, 240/-perc

L
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—or vear of 1960-61 prices a5 the burest minimum, This m i

ﬂym 7 paist wu'rth of food I considered to by livin::i:wwwtfmﬁ

e At 0 o v
ine i :

Eﬂf:;?muw the poverty line in 1967-68. ¥ per cent of the population were |

Other estimntex of puverty

Feonomists engaged m the tesk of measirin m Indi
their own methods and procedure und nu:mquc:t:;wﬂﬁ Lm:smmx:m
of paverty as there are economists.

Dandekar and Rlﬂ'l cstimated the i:'llb:l'lt .0[ poverty in [ndia, According 1o ‘
them “that level of consumer expenditure is desirable which secures n diet
adegunte at least in torms of calories. In 1960-61, this was R, 170 per capita per
unnum for rural houscholds and Rs, 271 per capila per annum for urban
households.”™ Further Dandekar and Rath noted that “In 1960-61 abowt 40 per
cent of the rural population and about 50 per cent of urban papulation Tived
betow the desirable minimum.™ Further these two Economists hisve noted that
the gains of development were nat shared equally by ali the sections of rural and
urban population, though the average consumer expenditure rose by 4.8 per cent
in real terms, in the eight year period from 1960-61 to 196869,

Dr. Minhas estimated that 66 per cent of the people were living below the
poverty lineinJune 1974,

PK. Bardhan estimated poverty line on the basis of Rs, 15/- per capita per
month at 1960-61 prices for the rural poverty and Rs, 18/- for the urban, Bardhan

noted that in 1968-69 about 55 per cent of rurnl population was below the poverty
line and 41 per cent of the urban papulation was below the poverty line,

According to sixth plan estimate, it is 46 per cent. Taking all these into
consideration, we can emphatically say that nearly S0 per cent of the people of
India are living below the poverty line.

Poverty and Standard of Living

Due 1o mass poverty, the standard of living of an average Indian is among the
poorest in the world, Nearly 480 to 500 million people hive in villages untouched
by the benefits of modern development. They are hungry, sick and they live in
mud houses which are dark and dingy without air or sunlight. They do not have
furniture or other requirement of living, and in most cases, the animals also share
their rooms. All these houses are only one-room mud apartments. There will be
no bathrooms or toilets and there will be complete absence of sanitation or
hygiene, The children and the adults will make use of the surmoundings and the
rondside as their totlets, polluting the air and water of the srea. Afler sunset, most
of the villages go to sleep, There will be no lamps or lights in the houses or in the
roads outside, Poverty, illiteracy, disease, absence of sanitation snd housing,
lack of pure drinking water, absence of medical facilities, etc., are the hallmuarks of
Indian villages, in spite of more than five decades of planning,
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J —"‘"W I‘"-_"-_H,F_umﬁfr of Poor I W
fin mitlions) (Per Eﬂ::‘:“
Rusrul Urban Rum) |

= 196061 138 2 M —\U‘Eﬁ?

197071 200 4l a5 "

197778 253 54 51 !

1984-85 g 5l %0 *

198990 169 42 24 3

1999-2000 1932 67 27,1 %

ANM-05 1703 _682 218 217

2009-10 27821 7647 33K %09

2011-12 21650 5280 257 143
(Note : 3009-10 and 201 .12 — as per Expernt group= Tendulkar methodoiogy)
The Table 161 reveals the magnitude of poveriy. The number of people helo,
the po line stond at maximum in the year 19??-?H,whm it had reached 1
million and in 1989-90 the figures below the poverty line had come 1o 211 millisg
Indian poverty is mainly rural poverty. Ag per the Table 16,1, nearly 26 percemf
erty line, For the rural areus, the numbe

:on in India live below the pov
of poor (1 989-00) had been estimated at 169 million which secounts for nearly 23
per cent of the rural papulaﬁj:m_ Urban poor conatitutes 19 per cenl of uthan
populstion. The magnitude of poverty is still farger end grim with refesence i
weaker sections of the society, ViZ., scheduled Castes and Scheduled Trihes
ing i made in 1983-84, 51 per cent of the scheduled cste
population and 57 per cent of scheduled tribe population had been living belog
i is poverty is unevenly spread among states in tbe |

Ori
nmrcthmum-!hirdbzhwﬂgpwmy!im. Butin
pradesh, Jammu and Kashmir, punjab and Manipur, the people ki
poverty line constitutes anly 15 per cent of the gtate’s population.
relste to 1983-84 estimates.
m:r ;ﬁima of Sﬂfcﬂ}' in India are now quite old and do not i“‘ﬂ“"l;
ly the same incidence of poverty. One could see the divergence ¥
findings of different economists. e I
Recently, Decpak Nayyar has provided estimates of poverty for 19929 H

b, O

ving helow e
These figurs
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estimates were based on the methodology suggested by Expert Group on
estimtion of proportion and number of poor (plunning Cmnnlziusi&n. gﬁ}-
According to Deepitk Nuyyar's estimate, in 1992-93, the gvernl] percentage of

ulation below the poverty line was 40.7, According 1o him in rural areas 41,7
per cent of population was below the poverty line and in the wrhan sreas, it wies
37.4 per cent. From the figures of Despak Nayyar, there jis no evidence 1o ;uggm
that the incidence of poverty in Indin hug declined since 1987-88. )

POPULATION BELOW POVERTY LINE (1999-2000)
(Larest figures glven by planning Commission of India)

The planning commission has furnished some latest £ ' .

_ ) lgures regarding the
number and percentage of population below i
e . roe 1500 000 poverty line in all the states of the

[t has been estimated that the mm]nmnbnrnfpmm living be
fine in India is: 260.25 million constituting 26.10 percent ui: 1:]%: ﬁi:ﬁlil?u]::n:fuﬂz
country. Of this, 193.243 million belong to rural areas and 67,007 million to urban
arcas. Thus, 27.09 per vent constitutes rural poverty and 23.62 constitutes urbn
poverty in our country.

State quing high:nm incidence of poverty .., larger percentage of people
below poverty line are Bihar, Madhya Pradesh, Orisss, Assam, Arunachal pradesh,
ete. Thz:: following Table 16.2 gives particulars of number and percentage of
population below poverty line (1 999-2000) where the incidence of poverty is very
high.

Table 162

Number snd percentage of population below Poverty Line (1999-2000)
(30 - day Recall Period)

Rural Urban Combined
No.of |%of No.of |%of |No.of |No.of
Persons | Persons| Persony |Persons| Persons | Persons
(Millian (Million) (Million)
I. Orissa 14369 | 4801 2540 4283 105909 | 4718
2. Bihar 37651 | 4430 4.913 3291 42564 | 260
3. Madhya
Pradesh 21.732 | 3706 8122 3844 | 29854 | 3743
4. Assam 9217 | 4. 0238 747 U455 3608

The Table 16.2 reveals that the percentage of persons living below the poverty
line is very abaminable in the case of Orissa where the total percentage stands at
47.15. Roughly, one-half of the population in this state lives in abject poverty,
Next comes Bihar where the percentage of people living below the poverty line is
42.60. In Madhya Pradesh and Assam more than one-third of the population lives
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all cases cited,
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than 40 per cent and urban po

hye “rural po

However, by 2011-12, the

below poverty line in Ods
17 29% and 1239 million

AnTas.

The Table 16.3 gives particulers of some more states and Union T,
having larger percentage of people below the poverty line.

mt
- verty is only 7.47 per cent.

the number of people and percentuge of persons
sha was 35.69% and 126.14 million in rura] gre,
respectively. In Bihar, these figures fornmu
09%, 330, il mcul..ihmdj'lﬁmllmmﬂ_mm In
:um-:nﬁwmmd 35.741% and 190.95 malhion in rural areg

and 43.10 million persons in urban arcds and Assam had 1139%m 9.k
million persons in rural aress and 20.41% and 9.21 million persons i, .

Table 16.3
Number and Percentage of population below Poverty mtlmm}

(30 - day Recall Period)

ll\'ma
areg

:h-.-».-::
1 q..':!n‘

Titorie

RURAL URBAN COMBINER —
Nooof | %of | Noof | %of | No o No of
Stares/UTk Persons | Persons | Persons | Persoms | Pervang Peryons
(Millinm} (Million) (Million)
(ALl Rigures in bracikets are for the year 2011-12)
1. Sikkim 02 | 4004 | 0,004 747 0304 | 34c5
(045 | 985 0.06 36.6 0351 1wy
2 Tripurs 1.253 | 40.04 0.049 747 1302 | Mg
(4.4% | 16.53 0.75 742 324 | qags
3 Meghalaya 0.78% | 40.04 0.034 747 0.823 i
(304 | 1253 0.57 926 360 | 1ism
4. Anmachal Pradesd 0380 | 40.04 0,018 747 0398 14
425 | 31893 20.66 0.6 491 | w4y
5. Nagaland 0521 | 40.04 0.028 7.47 0349 | nga
(1993 | 276 | 1648 1.00 1888 | 39
6.Unar Pradesh | 41201 | 3122 | 11788 3089 | 52989 | 341
(825 | 11.82 3.35 10,48 11.20 | 1126
7. Manipur 0653 | 4004 | 0.066 7.47 0.19 | 2y
(745 | 3880 2, 32.59 1022 | 3880
& West Bengal 18011 | 31.85 3338 1486 | 21349 | 702
(14LI4 | 2252 | 4383 14.66 IB4.98 | 199)
216658 | 2570 | 53125 13.70 | 269783 | 2150
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In

the above states/LTs, the percentage of e i

line exceed the averuge pcmdntngn for the m&p:ﬁm“ Vr;“i::ﬂnw the poverty
It ﬁlwu_[d be noted thut States like West Bengal nnd Uttar P I
incidence of poveny recording more than the national
in Arunachal Pradesh, Manipur and Sikkim,
below poverty ling in rural areas, exceeded n
mlyiﬂMﬂﬂipWﬂdWﬂBmthr

. 26,10 per cent,
mdesh have lurger
i avemge. By 2011-12,
H o m‘agﬂ ﬂ-uﬂl&l‘ Qrmn
d wveruge, But in urban case,
percentag, enmuhurmn:i;ﬁabovenntiunﬂ

average. mlmm:.inurbmmthemhubuuﬂﬁﬂmwmimﬁmm

The Table 16.4 gives partioulars of States and Union Territories having lesser

percentage of people below the poverty line; Percentage Jesser than the nationgt

average.

Table 16.4
Number and % of population
below Poverty Line by States 2011-12 (Tendulicar Methodology)

RURAL L/RBAN TOTAL

|5 age of | No of | Yageof | No.of |¥ageof | Nooof

States/UTh Persons | Persony| Persoms | Persons | Persons | Persons
(Lakhs) (Lakhs) {Lakhs)

Andhra Pradesh | 1096 | 61.80 5.81 1698 Q20 TR TR

Arunachal Pradesh| 3893 425 2033 0.66 67 49

Assam 3389 | 9206 | 2049 921 3198 | 10127

Bihar 3406 |32040 na 3775 3374 | 35815

Chattisgarh 4461 | 8890 2475 1522 3903 | 10400
Deltu 1292 0.50 984 1646 9.9] 1696
Goa 681 037 40 038 509 0.75
Gujarat 2154 | 75335 10,14 2688 1663 | 10223
Haryana 1164 | 1942 1028 941 116 583
Himachal g48 529 433 0.30 8.06 559
Jammu & Kashmig) 1154 | 1073 720 253 1035 1327
Jharkhand 4084 |[10409 2483 2024 3696 | 12433
Kamutaka 2453 | 9280 1525 36.96 20091 | 12976
Kerala 914 | 1548 497 B46 .05 nas
Madhya Pradesh | 35.74 190.95 2100 43.10 65 | 406
Maharashira 2422 | 15056 912 4736 1735 | 19792
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Lﬂdm WHO| 745 | 325 278 ‘3:1}‘”‘\’%\5!
Meghalnya 12s3) 304 [ o926 | oasy | G0 Ky
Mizornm 547 191 6.36 037 40 i_lm
Nagalund 993 276 | 1648 190 | el
Odisha 6o 1614 | 1729 | p230 | 3
Punjab 7.66] 1335 9.24 00 K2 134: 5
Rajasthan 1605 2419 10,69 1873 e t;h
Stkdcim 985 045 3.66 006 -
Tarnil Nadu 1383) P23 | 651 [ ma0 | n"-’rr
Tripura 1653 49 | ;2 | ars | e ﬁﬁ}
UtiarPradesh | 1162 825 | 1048 335 | 1y ”?
Uttarunchal 30401 4735 | 2606 | 11884 | 204 o
West Bengal 252 14LI4 | 1466 | 4383 | jgg B
Andaman & Nicobarl 17.06 0.69 6.30 (.55 969 I
Chandigarh 1.57] 004 0.00 0,00 o) -
DadmNagerHaveli | 164] 000 | 23] ZH s g
Daman & Diu 6259 1.15 15.38 028 3931 L&
Lakshadweep 00| 000 | 1262 026 986 | 1y
Puducherry 000f 000 344 0.02 27| g

ALL INDIA 257012166358 | 1370 | 53125 | 210, 268
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The Draft Tenth Five-year plan has given some poverty-rutiox which
g .en in the Table 16.3 e

Table16.5
Poverty-ration of some sates in Indis
St Poverty Ratio (Total)
in Percentage

199354 [19992000 | 2007+

~ Bihar w | 550 426 132
— (riss w | 486 472 410
" Madhya Pradesh .. | 425 374 2635
— Uttar Praclesh - | 409 32 A7
e Rajasthan - 274 153 124
Mahsarashira - | 369 50 | 162

~— Gujarat - | 242 141 20
= Kemla - | 254 12.7 16
Andhra Pradesh - | 22 158 8.5
Tamil Nadu 350 211 6.6
Kamatoka - 332 250 79

Haryana - 25,1 87 2
Punjab .| 118 60 20
India: - 60 26.1 193

* Projected
(Sowrce. Draft Tenth Five-year Plan, Vol. 111, p,77)

From the plethors of statisticsl figures by different organisations and
institutions, we find a lot of differences and vanations in poverty ratios for
different periods. These are due to different basis of spproach and slso changing
the method of caloulations. Some datn are based on consumption expenditure,
some are calorie eriteria. Change in methodology for collection of data results in
variations in figures. But certain things are very explicit. Some states have
abominable poverty ratio and some fairly tolerable. There is a declining trend in
the poverty ratio; but not to the extent of anticipation.

CAUSES OF POYERTY

The principal causes for the poverty in India are: (a) High growth rate of
population, (b) Inequalities of income and low per capita income, (¢) Low
consumption expenditure, (d) Poor development, (e) Social and political Factors,
(a) High Growth Raie of Population

India is a land of paradoxes and contradictions. This is more so in economic
development of the country. In fifty five years of planning, we find the paradox of
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Indin E’“‘?mn
re Growth'. w}r‘ it is nnrabuted that the Figle W
Fﬂw “l“hh““u has been ]H‘B!f_ll' than the mite ﬂrmh of the H{M ur
mﬁxn Enniug ¢fforts could not have any impact on reducing the pg, m;""l
the p-mp.’ll:pﬂli! cuuse is met real but only apparent. Since the com em Em“r
plmningh; India, the growth-mate had been around 4 per ceny and in receg m;r
1t i still higher. The capital stock, infrastructure, skilled man-powey PO cagy,
income agricyltur) production, industrinl production etc., have T ton ta
the growing population. However, thiis growth of the ceonomy s mﬂxr:dhu
increasing incidence of poverty in the country. This evidently shouws that 1"
benefits of growith have not reached the reaily deserving foor and only D
trickles down 1o the deserving poor; while the benefils

* Talhe
n\?'m"-ldt af
Thug hv.ni:.Ii

; vicious circle, Furthey. the e
relation between high fenility und povery, as the reproductive SEpaciy o
poor woman is higher due 10 ecanomic, social and environmental CEUSEY, B dey
lack of scientific and ntional thinking, With little employment ang large lerisyypy
the family becomes large-sized with jow consumption, '
(b) Inequalities of income und low per capita income

Anuther principal cause for massive

poverty in India is
incomi: and wealth dug 1o maldistributi

_ BIOSS inequalitiey o
on of nationa) income angd CONCENiratin,
: studied nlready the per Capili ingo
in India,
There are copious literature hrought ow by
it i} distribution of wealth and
the fifties of last century. Fj

. ; shudies
Council of A hed E e ek NCALR
‘WﬁTl.ﬁHEmZﬁpn pPPhicd Economic tesearch (NCAER) w

‘ Pt cen of the income,
2Ot 11 per cent of Intome.
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the world Bank Report of 1991 reveals that duriog the year 1983, in terms of per
capita expenditure, the lowest 20 per cent of the peaple spent us lintlc ws &1 por
cent of the total expenditure, whereas the 1op 20 per cent, spent rs much as 41 4
per cent, Similarly, in rurn! Indis, the toperich faymery conatituting ubout § per
cent comered mare than 20 per cent ol‘l.h:lnulimm! income, while the 20 pec cent
of the bottom in rurul population shared just 7 per con, werarding 1o the sud
mude by the Reserve Bank of Indiu in 1953.54. As per (he Siath Plan. in 1983 i:
sura aress. the share of the bottom 30 per cent in the houschold consumptin,
iture wasonly 13.2 per cent and the 1op 30 per cent nccounted for 50 4 per
cent of houschold expenditure. Almost all studies reveal the gross inedunlities in
income distribution. The situation has not changed even todiy wrd the diMererices
in figuses are only marginal.
() Low Consumption Expenditure
Beeause of the poor income, the consumption expenditure is also very low in
Indin. Studies made by Dandekar and Rath revealed the magnitude of low
consumption of the people in India. The studies amaong different sections of the
rurml population revealed in 1960-61, as follows: (1) 6.38 per cent of rural population,
in one section, had per capita consumer expenditure of less than Rs /- per
month which is 27 paisc per day. (i) In another section, 11.95 per cent of the
population had per capita consumer expenditure of less than Rs, 11/- per month,
which is 37 paisc per day. (iii) Similarly, in another section, 9.88 per cent had less
than Rs. 13/- per month, i.c., 43 paise per day; and (iv) in yet another section. 9 82
per cent of the population had per capita consumer expenditure of less than Rs.
15/- permonth, Le,, 30 paise per day. The four sections mentioned above constituted
about 40 per cent of the population.
This shows that most of the people have consumption expenditure of less
than 50 paise per day. The situation in urban areas wis in no way better.
d. Poor Development
The rate of development is very poor in relstion to employment generation,
The poor people could come up economically either by increasing their assets or
by increasing their income, But in our economy, the increase in employment
oppartunities is always less than the increase in labour force. This situation ReLs
worsened with the backlog of unemployed people every year, This had been
clearly admitted by the sixth Plan document. Since # large number of people
continue to remain unemployed and under-employed, they become asset-less
and income-less people in the economy and continue 10 live in slums in nbject

poverty,
(e) Social and Political factors

Apart from the above factors, illiteracy, ignorance, conservatism, casteism
and the lack o' will to elevate are the causes of poverty in rural aress. The type of
democracy and the political system in our country have given large scope for
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carruption, indifference, anh}'. administrative mva
our political life, leading to dishonesty and poor morale in public “Wuq. .
the poor and rural people have to live in abject poverty, resign; Qunq%j:
fate, while he rich and the afflucnt reinforce their economic gy, =" elve
through undersirable means. POWer ang Miﬁ
There is no politicad will in our country o root oul cormuption

poverty, The s0 called measures to eradicate poverty are im“:hmm
half-hearted way. Hence many of the policies are cantmiicmr,? EMigy i
programmes are not fully and sincerely implemented and the Mll:d% N
some programmes is only in statistics and paper. In shori, pavers, o
our system, s I"'!"“ifm
INEQUALITY OF INCOMES

When we consider the inequality of income, we do not mean minge g
in income and wages. In 8 society of people with varied talens, e ey
work cannot be identical, By inequality, we mean the gross inm-rﬁ:;'i"h b
between different sections of the society as is found in capitalistic econgm,
any economy with a capitalistic tinge in its economic setup. in these tmmn? i
the capitalistic group cansisting of billionaries and multimillionaries woug .
leading a life of pomp, plenty and pelf, while the other group would be jus tuiyb:
and moiling to make both ends meet, while there would be just miﬁngmdmﬁ"n“
wmkebﬂlhmdsmm.whﬂclhemwu!dbeyetmﬁmmli?mgmﬁ:
ahject poverty, misery and helplessness bordering on (0 starvation and deah
is only this type of colossal difference of incomes, we consider under the helin
*Incqualities of Income”.

The world development Report has given particulars of per capils expendity
Jistribution in India for 1997 as follows: In the yeas 1997, in India, bottom 20 pe
cent of the families had s share of 8.1 per centin expenditure, while the lop20 per
cent of the families hud 46.1 per cent expenditure. Thus, the gap between ihe
richest 20 per cent and the poorest 20 per cenf was very high, Similarly the world
Development Report, 2005 gives additional information about the share of 1op (1
per cent who had 33.5 per cent ot one-thind share in the ol expenditure, while
the lowest 10 per cent had only 3.5 per cent share in the total expenditure i e
country. Thus, the disparity in expenditure, and income distribution was v
igh even after more than five decades of planning. Similurly, there was mequalit
in land distribution in the country-side. Lange farms and large farmers diominae

au far as area under cultivation Is concerried, while 78 per conf of the holding:
were under marginal and small farmers with 32 per cent of the cultivated area

Causes of Inequalities of Income

() Economic System: Any economic system with capitalistic tinge ctubling
s few 10 own the factors of production and accumulate vast resources Wi
eventunlly lead 1o gross inequalities of income.

o
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(i) Private Prﬁfg;mﬂji'lh? h:llll miarks of capitalism is the institution of
privae property. ap 458 39 allowed W accamulute property wd enjoy
special benefits Ff n\;r:y}‘m& This cluss getn the large shure by way of rents,
interest and F"l“ 1is. ::tw"ﬂ;w salariey tend 10 be sinble or any. rute
increase ot a low rate, the pro 5 and rents yo up wt o rpid e with tie
mwpmﬂu of science and technology,

(iii) The Law of Inheritance: The institution of private property Ia perpe
by trangmission of wealth through the law of inheripange - in:qmillil: :.mj

on to genemtions, miihc Ptputlliﬁ' of rich parenty inbery the mlt;:
while the unfortunate ofl-springs of the poot will be in the wildemess. Becuuse
of the environmerital d]i:rmﬁ- there nre uncguul OppeTtunities between hoye
born in well-to-do families and those Bom in lexs affluent families

ffv) Monopoly Power! Dtm the qupilnlistic system iy estblished, other
connected tools 10 perpetuate inequalities will automatically manifest, The firs
outcome will be monopolies and big business. Secondly, there will be pressury
groupy influencing the Government to frume the policy in their favour.

Evils of Inequalities of Income

The consequence of inequalities of income are abvious, There will be different
standards of living between people of the same country and same regions. One
group will be wading in luxury and another group will wallow in poverty, There
will be wastage in consumption on one side, and scareity of essential articles on
the other side.

Incqualitics lead to class-conflicts between ‘huves' and *have-nots’ and there
will be permanent social tension due to constant struggle between these two
clusses. The explodtation of the poor by the rich will lead to many lnbour and
social problems.

Anather evil of this is that the rich will corrupt the body politic and the
Government machinery will be used to promote the interest of richer ¢lasses,
Through many methixis, the rich will try to become richer perpetuating gross
socinl injustice.

Political democracy is a lar-fetched drenm or mirage ina country where there
ure gross inequalities of income. So long as there is a big gap between different
sections of the society, palitical democracy is n myth and the entire machiners
will be controlled and manipulated by rich classes.

Thus inequalitics of income lead 10 many undersirable consequences such
as wastes in consumption, scarcity, wrong utilization of economic resources,
insecurity of labour cluss, concentration of political and &conomic power in the
hands of a few and the exploitation of the poor by the rich.

The argument that this system creales u climate of savings and investmen
for capital formation and economic growth is unienable, as the growth is for the
rich and not for the poor.
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METHODS OF REDUCING mmununm
The success of planning and the consequent developmeg, My
sutomatically generate problems of inf:qmalmen, unless Ufficien; ng:mw’ W
contrived 10 redistnbule the generated mcome: properly. There are 1y E""Udg N
advocated 1o reduce inequalities of income. The drastic Metheg is‘n: Mg
Levelling Down which is solution offered by Marxists The alt Ematy Callyy i
called the Levelling up which is advocated by moderstes The g1 "l
maore with political machinery, while the latter Is atternpred through ﬁ?-'célitr: 1 g,
Under levelling down process or Mirxist, the rich are myge Poorang tipy
equality is created, while in the levelling up process, the poor js helped m%}
rich and thereby equality is created. Both measures have My practjcy d.n::f:’"
y

in the process of implementation.
Muaruist method

Marxists sdvocate extreme steps in doing away with inequalitjes of b
Recognition of private property and the law of inheritance e tompy, e
dispensed with and the wealth of the capital class and ulimilliuggip,, tely
consfiscated wherever Marxian rule is ushered in by revolt or armeqg coup, H?r
is Jevelling down process to start with. But ufier estuh ishing communis nile ':
after dispensing with functional distribution. they take up di stribution ,
individual basis. The distribution will be bused on the principle “cah accorgin,
to his -‘b‘iﬁn"mmfﬂiﬂg to his need.” “ﬂﬁm‘hﬂd tres 1o Eﬂﬂmﬂnwﬁ::
by which esch will contribute his maximum fowards national Product ang eqcp
will get maximum sccording 10 his need. Again, this will also

present sone
difficulties in assessing the needs, us the needs are not only subjective by abso

Fiscal Policy Method
The democrutic method of reducing inegualitios of income i« by fiscal method:
This depends on Government interventions i the redistribution of Parehusing
powers from the nich to the poor, This is done by & two way process:
(1) Upgrading the poor’s lot on one side: und (i) reducing (abulous earing;
of the rich by imposing ceiling and restricting excess eamings, through mxes,
Upgrading the poor to become affluent is not an casy and quick proces,
Initially, all socinl and economic barriers are 1o be totally removed by legislation
The wages and salaries have 1o be ralsed to 4 level by fixing a minimum wage I
the sectors where the suluries are abnormally high, the oxcess should be sljced
off throughs lepistative muasures or through fiscul methods such g *defernsd
pay " or freezing the exvess pay, ete. The wage level in all seetors should o buad
in hand with productivity and inflationary conditions, und the exploitation of
tabour should be totally curbed by suituble legislation,

Besides, & system of social insuranioe o meet any eventualities like
unempl

vyment, sickness and aceident und for ofd age would Bo @ fong way 10
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:l-n-él-;“ the carmning capacity of workers and low
social services like provision of medicyl facilities.
housing facitities, plmm facilities for the children of law income @roups have

come parsmount duties of modern welfire stlates 10 reduce Inegualities of
WJM" . Massive publie expenditure 1o slleviate the sufferings of the poorer
clusses and 16 enable them t come up would certainly bear fruitful results and
reduce inequalities, |

Reduction of excess income of the rich s 4l not an exny affair, us the rieh
and capital class know the art of avoiding the tax, ay well as evading the tax. Tax
gructure 15 to be contrived in u progressive way to reduce inequalities and the
wx afficials should be vigilan and honest.

MEASURES UNDERTAKEN BY THE GOVERNMENT TO

REMOVE POVERTY
Severil measures have been undertaken by the Government for allevigtion of
poverty and misery of the people of the country, These messures can be
cutegorised into (1) Employment Generation programmes; (2) Programme to help
the poor to acquire productive assets through subsidised credit: {3) Programme
of the nature of human development. Let us very briefly study about these.
1. Employment Generation Programmes

These sim at increasing the income of the poor by providing them productive
employment. The government has adopted the following employment
an'nnmm

(a). Swaranjayantl Gram Swarozgar Yojana (SGSY)

This was launched in villages, in April 1999, Under this progrmme, u large
number of small enterprises in rural arees will be organjsed, s individul
enlerprises, a5 well us on collective basis as self-Help Groups (SHGs), The poor
will be granted bank loans and govemment subsidies (o estublish these enterprises,
The aim is 1o ussist poor familics, so us 10 bring them above the poverty line.
Since the inception of this programme, 14.5 lakh self-help groups have been
farmed covening 37 lnkhs Swarozgaris.
ih) Sampovrna Gromeen Rozgar Yolona (SGRY):

This was launched on September 1,2001, with an nim of providing additiconn)
wage employment in all rural ares and thereby food security and improved
utritional levels. All rural people who are in peed of wage employment und
willing 1o do manusl and unskilled work around the villege will get work. The
programine is implemented through the panchayst Ry institutions,

(¢) Rural Employment Generation programme (REGP)

This was laumched in 1995, 1 aims al ereating employment opponunities in
the rural aréas and small towns. Under REGP, entrepreneurs can set up villuge
industnes by getting margin money assistance from Khiadl und village Industries

16.14

income groups, Extension of
fres education, better training,
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commission and benk loans for projects costing about Rs. 25 lakh mm
So fiz, 1,86,252 projects have been financed and 22.75 lakh job gpp, "0
crested. During the Tenth plan a target of creating 25 akh new jobs wag gy ™
(d) Pradhan Maniri Gram Sadak Yojana (PMGSY)

This was Jaunched in December 2000, as & impwnmtumml}, $po
acheme. It aims 8t providing roads connections o the unconnected by
with population af 500 persons of more in the rural areas. Upto 2004, total j on
of 60,024 km of rural roads had been completed with un expenditure of Rs. ?"#Ih
crore. ]
(¢) Prime Minister s Roxgar Yojana (PMRY)

Started in 1993, itsims at making available self-emplovment OppoTtun;
the educated unemployed youth by assisting them in setting up z?["‘
economically visble activity. Only such educated unemployed youth 4y,
eligible as have family income of upto Rs, 40,000 per annum, in bot, e
rura! sreas. So far, about 20 lukh units have been set up under the PMRY re.
30.4 lakh additiona) employment opportunities. " Feating
() Swaran Jayanti Shahri Rozgar Yojana (SISRY)

This plan began on December |, 1997. Nehru Rozgar Yojana and Prime W,
imegrated urban poverty Eradication programme were merged with 1,

\ programme. It aims at providing self-employment or wage emplovment m!;’
. urban unemphoyed and under-employed persons. It comprises of two PCogramm
\ viz., (i) Urban self-employment programme (USEP), and (ii) Urbag Wige

Employment Programme (UWEP),
. (@ Pradhan Maniri Gramodayva Yojana (PMGY)
| Thnis was started in 2001-02 in all the states of India. The objective g 4
- provide sustainable human development at the village level, Under this ihe
| States are given financial assistance in order Lo dovelop basic minimum SEvice
in the villuges, such as, primary Health sorvice, Primary Education, Village shejy
Safe Drinking water; and Healthy Nutrition. In 2001-02 rural electrificstjo
progrmmme was also started.
2. Programmes to Help the Poor to Acquire Productive Assets
These programmes are related with the schemes providing loans 1o ihe pocr
at 3 very low rute of interest, 50 thit they can acquire productive assets The
pour may increase their income by utilisation of productive resources: This wall
to a greater exient alleviate the poverty conditions amang those people.
{fal Differential Rate of Interest Scheme

This scheme was [aunched in 1972 by giving sdvance lotns 1o the poor st the
very low mie of interest of 4 per cem per annum, Under this scheme, ot leastiwe
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oo fl - advanced to the rural .16
Third amount of loans are ady poor, The 2
Cployment enterprise by investing the capita abianed through thess fom.
canﬂ“"““’* their income will incrense and poverty may be alleviated.
) Natlomal Social Assistance programme (NSAP)

This programme was launched in 1995-96 10 help the poor. It consists
following schemes: (1) National Old Age Pension Scheme. Under this, ,p:;;
of Rs. 75 per month will be provided to old poor persons; (ii) National Family
henefit scheme; (iif) Maternity Benefit scheme,

() Natiana! Faod for Work programme

This programine was |launched in Nnvmbulﬂﬂdmdﬁmuinnmingrmd
security through wage employment in drought affected rural areas in 8 States
The Centre makes available sppropriste quantity of food grains free of cost 1o
each of these States. The workers are employed to construct productive assety.
It is open to all rural poor in need of wage employment. For 2004-2005, Rs. 2020
crore had been allocated for the progrmme in addition to 20 lakh tonnes of
foodgrains.

(d) Krishi Shramik Samajik Suraksha Yojna

This scheme was launched in July 2001, for giving social security benefit o
agricultural lubourers on hire in the age group of 18 1o 60 years.
{e) Shiksha Sahayog Yojna

This schere provides educational allowance of Rs. 100 per manth 1o the
children of parents living below the poverty line for their education from the 9th
i 12th sandard,

3. Human Development Programmes ‘

These include programmes like raining, integrated child development and
other special progmmmes for women, children and the down-trodden sections of
the society. The important human development programmes are: (a) Minimum
Needs progmmme; and (b) Twenty-point programme,
ra) Minimmum Needs Programme

Aswe had studied already this was intended to raise the standard of living of
the poor. This was launched during the Fifth plan and carried on vigorously
during the seventh plan. This covers areas such as primary education, adull
education, rural health, rural water supply, rural roads, rural electrification. rursl
housing und ecological improvement of urban slums, These programmes would
prove beneficial to poor and weaker sections of the society.

by Twenty poinl progromme

A new 20-point programme was restructured in 1982 und again in 1986, with
@ view to bringing prosperity to masses and relieving them the bonds of poverty.
Its 20 points are: Increased in Irrigation capacity; Increased production of pulses;




T =

e

@
1617

Ing;
und oil-seeds, Extenstion of ntegruted Rural Developmeny, oy N 0 ke
Employment progmmnine; Fixation of ceiling on land hﬂiﬁ'tngn-_ Mi iomg;
o Agricultund workers; Rehabilitation of Bonded labour, Expang; Uy,

o
' e LY

castes und scheduled tribees programime; Deinking water in vifjyge,. ;‘-r:fu. oy

ol slum areas, Development of power capacity, D‘“““P"H'm'gr Pfuv.m%

Gobar Gas; Family planning: setting up of primary heulgl o, mtiunﬁ, A,
programme for wormen and children; primary education for ok dren 5, Welfg,
vears; Expansion of public distwibution system and fair pric, h‘*\i-mn '

: s L]
Industrial policy: checking of genertion of Black mopey. ':"“tl'rft1
Management of public sector industrial units, Ll Efﬂme,:

~ Schemes und progranumes undertaken by the Governmeny ¢, erudic
in the rural aress every since to comimencement of planning are aplenty ttp“"hr-
Develupment programme and national Extension service wigy the Cm%
USA was he starting point in the year 1952, October 2, Inrer on Imm“"‘l“'hum o
demlw progrumme fermed the major compaonent of rural devel g
modemization efforts. IRDP would continue to be the major seff i
programme mrgeted towards families living below poverty line. in !h'“:"‘ﬁﬂmm
Since the commenvement of Ninth plan, an inegrated approsch wis E

by drafting several existing schemes with the major componenty, T Py
Rural Artisans, Development of women and children is runi areas [I}W(mﬁ'gn?“'
Ganga Kalyan Yojana were integrated into the main programnse. B._-;ih:m
Government had been implementing schemees relating (o land Reforms, .
Farmers' Development Agencies (SFDA) and Marginal Farmers'and Agrgy

labourers projects (MFAL) etc. Important schemes reluting 1o alleviation of poven,

:::Ili quplnym:nl would be discussed in the appropriate chapters i, ews

Review Questions
Section - A
i. Define the werm 'Poveryy',
2 Define the term *Poverty Line'.
3. Whai it the method adopted by Marxists to reduce ineqalicies?
4. What is the Sixth Plan estimate of Poverty in Indla?

S Mention (he two States tn India which are most poverty-strichet. Wht i b
percentage of people below paverty line m those Two States?
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Section - B
1. wmhh*ﬂfmm?mhuwhﬂmmwlnhm.
2. m-mmdmﬂknhmﬂmhm
3, Stte sboul Deepak Mayyar's estimation of poverty.
4, What are the evils of Inequalities?
Section - C
|. Analyse the causes for poventy in India
2. What are the causes for inequalities of itcome in Indis?
3. Analyse the various methods of reducing poverty snd inequalities in Indis
8 Mmhﬂﬁvmmwwmwhwl
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It is very difficult to define precisely ‘unemployment’ and ‘emplovinent
although we know from common usage what they mean. Employment would be
“full”, literally, when every uble bodied adult worked the number of hourg

considered normal for a fully employed person. Prof. Pigou defined fy)
employment ss one when “every body, who at the ruling rate of wage wishes 1
be employed is in fact employed”™.

From the point of view of economy as a whole, unemployment meany
inefficient utilization of human resources, lower production and, therefore Jower
stundard of living of people. Itz effect on unemployed workers i3 very serious,
Besides reducing the standard of living, it may affect the morale of the worker,
undermine his self-confidence, and finally with prolonged unemployment, he
muty lose his skills and work habits and become unemployable.

Kinds of Unemployment: Unemployment is the darker side of economic
progress and it Is almost a universal feature of capitalistic societies. Only the

extent and causes vary from country to country. From the point of view of is
cause unemployment may be classified as (i) Cyelical unemployment,
(i) Technological unemployment, (iii) Frictional unemployment (iv) Seasonal
unemployment, (v) Structural unemployment.
The second method of classifving unemployment is based on its form as:
(1) Voluntary unemployment, snd (2) lavoluntary unemployment or Disguised
unemployment.
1. Cyclical Unemploymest
Cyclical unemployment is caused by the trade cycles at regular intervals. The
cyclical fluctuations are unsvoidable and during the downswing, business
activities will become inert leading to slowing down of production, which will
re<ult in unemployment. Cyclical onemployment is & necessary evil in the
depressionary period of the trade cycle in capitalistic economies.
2. Technologicul Unemployment
Technological unemployment is the result of certain changes in the
techniyue of production which may not warrant much of labour. For instange,
ationalisation measures and introduction of o newly invented machine miby lead
to "techoplogion] unemployment’

’ Unemployment Problem
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ol . ,gal unemployment is caused by improper adjustment between supply

Frict for labour. Whean the demand for labour comes forth from individual
JM there is every possibility of the labour being unemployed sither
W;Tblm of labour ar due to non-availability of he right sort in the right
g0 such type of frictional unemployment arises due to local variations as well
P“::whggﬁ] chaniges. Though the total demand for labour may excesd total
;ﬁ there will be unemployment at the fringe, due to lack of adjustability,
ﬂﬁfiﬂ,nﬂinﬂiiﬁqumﬁmmmﬂhﬂd&ﬂfw of labour.
;wunmnh!m

Due to seasonal vaniations, industnial activities will be affected, and
- , the labour will remain unemployed. For instance sugar industry is
pseasonul industry starting production after the harvest and closing within 100
10120 days. In the case of agriculture, the lsbour remains unemployed during the

|  off scason.

8 Sruetural Unemployment

Struetural unemployment arises when there is a drastic change in the
sammic structure of a country due to abnormal change in deménd. In this case,
e libaur may be too much in supply as compared with other productive
Frwees such as 'land” and ‘capital’ with which o employ it gainfully. For
aeince, after the First World War, there was a sharp decline in the exports of
:ﬂ:ﬂﬁﬁhlﬁwliﬂaiﬂudmﬁcmnfw for lubour in the export

iries,

ﬂ ke second classification of unemployment is based on ifs farm:

W Volumtary Unempiayment: Voluntzry unemployment is the result of lubour
Wﬂl leizure, instead of warking af the prevailing wage rate and employment
Fitions. In this case, the individual is offensd employment opportunities in
:?ﬁmm or locality which are not acceptable to him. A person may be
g iy unemployed if he has permunent sources of unearned income. It sy

“ 10 bid relntionship betwaen employer and worker, Voluntury
ﬂ Moy ey “not exist under full equilibrium conditions.

i . .
"m.j:r mvoluntary Unemployment: This arises due 1o no-availability of jobe.

h"mm::;m different forms wich as visible and disguised unemployment.
by e W HEmployimant is described as the adoption of Inferior oceupations
the ohj :mm wha are capable of doing superior occupstions. In mhi:rwrcl:n,
el - PIOYMEnt iy from a higher 1o a lower occupation duc 10
D"’Huw n,,m“ and dismissal, involving the lower productivity of -mrimr:.
loyment can also be termad as “low productivity employment”.

&)
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e noted from the table above that the sectoml employment

guring the 12 plan perjod, From 242.4 miltion in 201 |-
. t?a:.“m it is expected to be only around 226 mn in 2016-17. But
agncs Construction, Trade, transpon, Hotels and so on, Finance,
pr rﬂmm and so on, Community personal and social services secinr
packind- employmesnt in 2016-17. This means thut a very significant
powed 11 “wﬂ"i d take place during this plan period from Agriculture io other
mntlf'h i5 Is & good sign, as excessive dependence on agriculture only caussd
'|ih60|i problems. Especially every monsoon failure used to result in
IF;:! and the rural folks Tound it very difficult to even survive,

ﬂll:;m the nature of unemployment in India consists of three importunt
P Predominantly agricultural or rural unemploymens: Most of the
nemployed people reside in villages. Since agriculture s the most impartant
oty of the economy providing nppquiliﬂ of employment, nuturally
pemployment problem in India is essentially rural in character. The increasing
Empnﬂ?:: of work-force, every year drifts to wgriculture for want of
mon-agricultural occupations. Though there are plenty of cases of urban
migration, urban sector too could not provide adequate employment

iopportunities, However, urban unemployment is only a very small segment of
\the massive rural unemployment scene,

jt could

[+

l (i) Yery large disguised unemployment: We know that disguised-un-
iemployment is low-productivity employment. Since a major portion of work-
iﬁm drifls to ugriculture, for want of non-agricultural occupations, they share
the existing work in sgriculture and consequently there will be large number of
}luinmﬂmu what is exactly required. Most of the people would be s -
mployed; but they would be forced to idleness or most of the days in a year. The
lim'ﬂulinn of this disguisedly employed worker would be negligible or il
r'm productivity in agriculture,

|, fil) Open urban unemployment. Unemployment in India is mainly rural
j_%ln:{mem. However, urban unemployment is the off-shoot of rural
f.% “ment, Uthan unemployment will be mostly open unemployment. This
e M‘h'; the work-force will be mostly open unemployment. THis means thst
[E’H-il];m will not get work opportunities that may vield a regulur income,
L

libony ‘tally unemployed waiting for an opportunity 1o get employment in

0l il i - (e absence of agricultural work opportunities, the rural

force 'Erate to urban areas to find employment. Most of the people in the
ey 1 V€ Pushed out of the village due to poverty and uncmployment
Mg o 10 Urban towns and citics for making # living and thereby swell
by m&nf “hemployed there. This adds to open uncmployment prevaifing
O edyey ':'““ﬂ'lﬂf feature of open urban unemplovrnent is the incressing
s unemploved, eather tham uneducnted unemploved

4
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EXTENT AND MAGNTTUDE OF UNEMPLOYMENT IN [Ny,
Umhmhhﬁhmm-ﬂﬁ:m“q e
that are 50 vexing, that no stenstical proof of s existenos T necessar T[-.ﬂ-._.l:
three basic sources for collecting dsts megarding emplovmens g S=nloyTer: o
the country, They are: (i) Decermial Cenmis Sgoues, 13 Eﬂ?kfr.ﬂ::-m
medmhﬁshdhmMmE\Mﬁmm_ﬂq_mqh
the Director General of Emplovment 2od Traming Betides the 3ope e
sources, the statements made in Parlizment by the Minige— tesce~ag
regarding the employment situation in the souminy end also Ve v
Mmﬂammmmadhm-ﬂmu{mmh
mmamwmmhmm&:m*
way. The net additions tw the labour-force in the coumiry for te Fivevvees 2
will be determined. This will be added 1o the existing tnemploved baciiog =3 |
commencetment of the Five-year Plen. Then the cxemrof addinons’ e icymmy |
generated during the five-year period of the plan will be sstimeed Tois g
deducted from the total pumber of unemploved to find o the Dectlor of
m@muhwﬂﬂrmﬁtbyﬂpm

The concept of unemployment by the survey is messired i the fllowag
way: (1) Usual Status unemployment: This measores chronic RTINS “a5n
do not get work throughout the year for educsed and <killed Dersens Sx s 4y
period of survey. (1i) Weekly Status unemployment: This azea'-'_‘-ga
unemployment or employmen: ourside the lahodr-firce for a PEiod = s
days preceding the survey. This refers to irregular SIpIOyTIRNL remaieay
employed during the seven days preceding the survey, This sefers o ey
employment, remaining unemployed duning the seven days precedi e
survey. fiii) Daily Stams unemplovment This messires the acnvhy of z ey
for each day of the seven days preceding the Sunvey, A PETSCn WO Workas S
one hour, but less than four hours was considersd as baving Workss for
half-a-day. If a person worked for more than foix powrs during the dsy, - wme
considered as whole day. tems 1) and 727)), .e., weekly smus = daitv smpe
unemployment figures tell about the magnitude of the sezsomal 2rd S
uncmployment and undzremployment in the country, Thess ssrimass =
expressed in terms of sverage number of persons unemployed per week and pes
day respectively during the survey perind.

The above mentioned Status panicipanon rutes gre hawever esirsed for
different age groups, viz,, are group 5+, 15+ and 15-56. However. those beiow
age-group 15-39 and ebove whi age group do not form pan of tubour-force fe
the discussion of unemployment figures.

Hased on Nationa] Sample survey of different rounds since 1*1_:‘_7‘.. \'h.*
magnitude of umemployment gives a very grim ‘plcture. [ the vour 1985, B¢
back Il:lg of umunl starus unemployment in the age group of 5- sroad u E il

e e—
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Hioi forli_h! Age group 1:'r+. 8.77 million; and for the nge group 15-59, 8.67
ﬁﬂﬁﬂ_mmﬂmm of the seventh Fivu-\’urplmt“lfe back

mmmmymmﬁrﬂw age group 5+ in 1990 was 8.27 million.

ing weekly status and daily status ; Situsti
Resﬂﬂﬂd“l‘ wosse picture. The uncmprluymt:uuf::mmmmt' the situstion
mjwﬂlﬂm {wE:ly status); :I;d i?&ﬂ mullion (daily :
for the age group 13+ and 15-59 are estimated at 11,64 million !
Eﬁ;;fur ‘F':WH}'- statusunemployment. Daily status ui'mnplﬁjmtfn;ﬂi
e a significant factor in the context of unemployment and also usual status
gemployment. The abandoned draft Five-Year Plan (1978-83) which estimuted
ipe Daily status unempl oyment for 1977-78 at 20.56 millions remarked that the
qares Ane “siaggeringly lﬂrgtr and larger than in any country in the world for
which &Y employment statistics are available

According to Raj Krishna and Amartya Sen, two noted econoimists, the

ﬂth.,.l,ﬁ,;.;ul1:;I'um?::rnplnn]ﬁ'.'d ind underemployed wore 926 million and 12,20 million

* respectively for the year 1971, The Bhagawathi Committee on uneriploymer |

estimated the total number of jobless 18.7 million in 197). Of this 16,1 millica
(86 per cemt) were is rural areas and 2.6 million (14 per cent) in urban areas.

Estimates of unemployment as on April 1, 1990 reveal that by Usual Status
yotal urban unemployment stood at 5,46 million and rural unemployment at 7.63
 million, making a total of 13.06 million. By weekly status, the nrban
{W‘Wmm 580 mullion and rural 998 million, making u tota) of 15,83
million. By daily status, urban unemployment stood at 7.57 million; rural 12,34
- million, making & total of 19.90 million.

According to the projections of unemployment for 1990-2000 AD, it has been
estimated as follows: (i) Backlog of unemployed in the force during 1990 =23
million; (ii) New entrants to the labour force during 1990-95 =37 million; (iif) Total
mwemployed for the 8th Plan period =63 million; (iv) New entrants to the labour
foree during 1995-2000 = 41 million; and (v) Total unemployed for the Yk
Plan =106 million

The approach paper of the Eighth Plan has sccepted 3 per cent of
employment is its goal for 1990-95, This is faitly realisable goal.

The total number of unemployment on the live registers of the Employment
iﬁxth;mgcs which was 1:20 lakhs in 1976, In the year 1965, the mumber of
inlicutions on the live registers reached the level of 2.627 crores and in {981,
!;2“5 crores. In the year 1989-50 the figure exceeded 3.5 crores. OF course, these
')rllﬂln'.'! do not cover those unemployed whose numes wene ol regisiered ut the

loyment exchanges.

-log of
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o Indian Ecunm_ly_

State-wise unemployment: State-wise figures of incidence of unemplovment
reveal that West Bengal stands first in unemployment followed by Tamil Nady
and Uttar Pradesh, The three Stages together account for nearly one-third of the
total unemployed in the country. Andhra Pradesh, Tamil Nudu, Keral, West
Bengal and Uttar Pradesh together have 48.2] per cent of the total population of
the country; and these States uccount for 56 per cent of the total unemploved i

Bibar, Maharashtrs, Rujasthan, Karnataka and Gyjarat constituting 34,39 per
cent of the population of the country account for only 28 per cent of 1ogal
unemployed in the country, These States have lesser incidence of
waciliployment as compared to the States mentioned in the previous paragraph,

Madhya Pradesh, Orissa, Haryana, Punjab and Assam constituting 18,57 per
cent of the population, account for 14 per cent of unemploved in Indin,

A review ofincidence of unemployment in the States reveal thut 75 per centof
India’s unemployment is concentrated in six States, viz., Tamiil Nadu, Andhea |
Pradesh, Kerala, West Bengal, Maharashtra and Bihar IfULP. is also added to
this, the percentage comes 1o K0,

Another disyuieting feature has been that the extent of unemployment iy
rising year after in spite of massive investments in plans and creation of addi-
tional jobs, Thus, India faces the paradoxical problem of increasing unemploy-
ment, when employment iz generated more and more, plan afier plan.

We have the tesults of the S0th Round, 55th Round and 6151 Round of the
National Sample Survey Organisation (NSSQ) whick vonducted the
quinquennial survey on employment and unemployment. The NSSO's surveys
are the most exhaustive sources of Information on the employmen situation. The
trends of unemployment in India between 1993-94 to 2004-0% tre a5 follows

1. The unemployment rate went up between 199394 10 200405, During the
reference period, usemployment rates for males increased fram 5.6 percent 1o 8.0
per cont in rural areas and from 6.7 per cent to 7.5 per cent in urban arens

2. The unemployment rute for females increased from 5.6 percent in 1993-94
lo 8.0 per cent in 2004-05 in rural ateas and form 10.5 perccent 10 1 1.6 percent in
urban areas.

3. Further, unemployment ratés on the basis of current daily status were much
higher than those on the basis of usual status (unemployed on an averuge in the
reference year) implying u high degree of interminest unemployment. This could
be mainly because of the absence of regular employment for many reasons.

4. Urban unemployment rates (carrent daily starus) were higher than rursl
unemployment rates for both mules and female in 1993-94, However, in 2004-03,
rural unemployment rstes for males was higher than that of urban males.

|
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M Problem
5 ;h,:mplu)rmﬂm rates varied sharply acrous st .
Bhb"“ﬁﬂﬂ ones beeauss of tos. States where wages are

Wmminmﬁ
.Um'gmhuhinh minimum wage, had high incidénce of unem

in lovel these estimates

5 Indi af current daily status

‘ 1 wmupn;flﬁi the mmlbrmcm:itmﬁu? during the pe

indiet® o in fwmm%vmn&“ﬂ:ﬂ“ﬂﬁ“
_ - ex,

M‘lﬂlﬂ
1, The incrense in the current daily statuy
] Al (60 per eent) For weban miales, the in > E :.i wed by
aver the period is 21 per cent while for urban females m?‘ Mt

|oyment
%Wﬁpd is 1 1.4 pet cent
Bﬁ,mﬂic : }nlmmmhumdlympccmd-iuw -
Howeves m!m:lm. flm'mgthu qiunning'pcﬁod. mot of the ﬂmum:::::cm
schieved jobless. This is yet another clear indication that growth due 10
wn 1o all sections of the mcinw.uﬂdwwvﬁ

A .
Mth:lﬂ!ﬂd

xceplions. %
y [963-04 to the vl £0,16 during 1993

After 2000, {he sample surveys conducted indicuted a different 100 in the

ytes. This could be poticed from the table below: From the table it conld be

wod tht 10 Tamifnadu, the iinemployment smeng women in all age group

i yment clearly indicutes that for

s more thitf the
ituation I8 much warse

evory 1000 persons Q30 females are
I other stales.

Mo,
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Lot
O cllans
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mployment Problem 46.12
sty of Labour and Employment and asccording 1o its survey only 475 %
he alation who wus the pant of the survey, wis employed, Fxpestedly,
of < ohviously h'f‘  grewter number of jobs when compared with the
:"::' orens. While the job is secure for more than BO% of the population in urben
ol A0 AVErage, but the same !n rursl arcas will be 53%, Added 1 U
i h.lruwrumi population have joba for less than a yenr, bocnuye of seasonal

s pattems.
The

wble 46.6 brings out a very encouraging scenirio in unemployment

weefl March, 2016 and February 2017, the unemployment rate in India s »
mﬂ well a4 in urban and rural arcas has shown a declining trend. Thia is
posts positive sign to notice, This only implies that in Indiu, slowly the
:mplo)'mm opportunities are increasing to absorb udditions] work furce. Further
of the employment schemes have also started benefitting the targeied |

jority

PP BLE 46.6 UNEMPLOYMENT RATE (%)

" Mearth Unempioyment Rate (%)

Indla Urban Rural

" Feh 2017 4.42 6.2 207
Jan 2017 5.98 7.65 <14
fec 2016 5.98 7.63 517
Noy 2016 5.69 7.065 £01
D¢t 2016 634 6.89 6,06
Sep 2016 8,97 1033 830
Aug 2016 g.54 11.42 8.6
Jul 2016 847 10.97 721
Jun 2016 8.92 10.24 8.25
May 2016 9,66 11,96 8,52
Apr 2016 9.02 11.56 718
Mar 2016 8.75 11.63 732
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of the Inding |
3 Elasticities in major sector >
7 indicates smploy !
acomoiiTy: Table 46.7
Emph?’ Tosiie | 193w | 199184 t0 | 12tk Plan
- 0.87 0.70 0.01 004
Mining & Quarrying: 0.59 0.38 0.33 0.06
Mah m:l: 2.81 0.86 0.82 1.43
Electricity, Gas & Water
Supply o 0.30 0.63 -0.52 0.0
u
Trade. Hotels and
Restarant 0.87 (.68 0.62 0,19
Transport, Storage &
Communication 0.47 0.55 0.63 0.19
Finance, Resl estate
insurance & Business
Services; 0.49 0.45 0.64 0.66
Community, Socinl &
personal services: 0.52 0.68 =025 008
All Sectors: 0,68 0.52 016 06

iSource: Planning Commission, Tenth Five year Plan 2002-07, Vol 1P 1863, |2 Five

year plan appendix tables)

Further, we koow that Indinn economy is divided inlo organised and
| unorganised sectors. The organised sector consists of public sector and private
| sector. The unorganised sector in the cconomy is quite large, s the entire
agriculture and most of manufacturing and personal services are in the
unarganised sector.

: Organised sector in 1 999-2000 was 28.11 million, e, about 7,08 per cent of the

| total employment of about 397 million. In spite of several economic reforms,

| employment in the organised sector has been declining in percentage terms.

- Growth rate of employment in the arganised sector has been declining. The Table
46.3 indicates employment and growth-rate of employment in organised snd
unurganised sectors,

|'
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problem 15 46.14
Wﬂ"l Tablc 46.5
Employmest in Organised & Unorgunised Sectors -
P Empluyment {in Mijiion) Groweh Rate
. Porouns pee anaum
— |9 To0d | 19992000 | i983-%4 19942000
) EmPIIEN o2Ts | 37448 | 397.00 104 0.98
Sactor a0 | 2137 2811 1.20 0.53
:::'W 645 | 1944 1941 (2 | -003
P e St 758 1.93 370 0,45 187
gctor | 27w7d | 37408 | 6889 201 102

U
= e Econamic Survey 2001-02 Ministry of Finance. p. 230)

Table 6.8 reveitls that unorganised seclor in the sconemy accounts for barger
wwdﬁmﬁwmhil-mm?}wam of the labour force. In the case
P blic =1oF the govermment in the liberalisation ar<, pursucd the policy of
pﬁmgmplu}mms and s & result, employment declined fom 19.44 million

sad s 1941 millianin |999.2000, The private sector has always accounted for
jess than sne-third of the employment in the organised sector I the
P;Hibﬁ*ﬁnﬁ““'““* the govemnment erroncausly pinned its hopes on the
rivate sector for eybstantial employment generstion, The so-called corponite
in spile of several concessions and liberulisation. corporte secton n
liberulisation, could pot offer lnrger
cmployment cpportunities, 4% their avowed aim is profit maximisation The hope
of the fiature lies enly in unorgunised sector in employment gencration.

‘From Table46:9 it is imparant 10 observe that the total number of all types of
g,,-.mmjah has declined from 194.66 lakh persons in 1905 1o 175.48 lakh

sons. The same situation wso prevailed in public sextor indusirial units.
However. the private sector has shown a marked improvement in employment of
persns Juring this period 4§ it T from 8089 lakh persons to 114 22 Inkh
: in & developing country it is obvious, that the government sectar
would slowly give place to private secior, us several new industrial and other
inttiatis e would all be prveni o private sector, However, 1o terms of job secunty,
il the government employment 18 rated as the best by the work forve of wll

hpes.

ve of several concessions and
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. wih of labow .

: wnh‘-'iﬂﬂ“_l We know thal 1he gﬂ‘lwth of
> in the

jon. The pew jobs €
ed due 0

exhihity 15 u H
selopment. The nog-agricultural seclofh parteulariy. n |
:mﬂfifﬂwmfmu a very lovw-rite and if could | Fm“dr;!linmhad ':‘-ll.l Mjc;t:ﬂ
of employment. Before the advent © rule, ; ouris ngr
. indigenoud smnll-scale industnes. providing employment for larger sections of
' . During tbe British period, these indigenous smmll-scale and

! y destroyed and the peaple were fored 10 seck
hese smill-scale indusmmes been made o
industries, so much of overcrowding in

employmesnt 10 !
expand and integrated with modem i |
i wonld have been avoided. After attainment of independence. sume

od for the development of industries creating

creal
industrial mlnrfﬂllfﬂrﬂm‘mfplm wirgets and

neads of the ecopomy.
The slow capital-formation, overcrowded agriculture. insdequacy of
irrfgation facilities, shortage of fertilizer, transpont bottlenecks, unsatistactary
power supply €IC., sdversely affected the expansion of the economy and quick
industrilization and also growtlt in sgriculture. This. combined with enormius
inerease in populition has accentuated the problem of unemployment very

severely.
2 Poor Employment Planmng: Another reason for massive unemployment
in the country wus the groas neglect of *employment planning” till very recently.
Commission did not devote much interest in

The Government and the Planning
abjective of pianning. They underestimated the human nesorces

the employment
of the country.
The Government and Planners were much obsessed in achieying financial

largg:.n'in plmi_qg. ruther than employment targets. Employment planning was
aot integrated with the planning sirgiegy as @ time-bound programme, neither




#WW |
lnahm..uw;plumingmnmmnil mnmploylrmﬂl
F;,ﬂm fora lmnﬂmdidnmwnﬁdu'n_bmnmsp oymen :

m,,baur-inw’iwmmm They did not develop & strot oo 'wm
i M"’l"‘ﬂl"‘ifrﬂf'iumlulllbuw' in the vi Dtﬂyd‘fﬂﬂgt.lw fri.u
the anwards, S0me attempts are being made for employment ﬁﬂm}lﬂ““-
;ﬂﬂq potion that mere investment will lead 1o employment generation. .
« Ouipu of Graduates from Indian Universities fndian Universitie

pev quality and incapucity. This is done on & massive scale, ageravaling
ted uncmployment. Matriculates join undergraduate COUrses;

peoblet® of . 44 .
ﬁwgmlld not get employment; graduates join pﬂﬁtgmdm-!! st
wddﬂm;umyunplmntmdinnmu;mmWMummmpmswﬂ
ithout 8 SeNS€ of *direction’ of ‘mmbition’. It is 00 exaggemtion that most of
ﬂ',lmslnd uiiversities have become asylums for unemployed people, Every
!"'m. the employment seekers in this catcgory sre increasing with a huge
m, The percentage of educated unemployed 1o the total unemployed
exceeds 50 per cent. Further, the type of education imparted 15 neither
j,,h.o;i:md. nor skill bucklog of
unemployment I increasing.

other causes, inadequate development of

4 Other Causes’ Of the mury
tural sector can be cited; and this sector has not been made

jabour-intensive 10 ahsorb unemployed people. Rationalisation and modemisation
in some cases have resulted in retrenchment and unemployment. Further,
Jowing down of production-rate in some industries, due 1o import restrictons,
hus resulted i their inability to absorb the growing lsbour force,

. there are plethom of concession and subsides relating o
investment of capital Linfortunately, there are none for employment of labour.
The depreciation norms of capital, investment allowance, subsidy for investumient
st hackward wress etc., are all related to capital cost of the plant. Theére are no
concessions for using labour-intensive technology, Entrepreneurs will be
enthused only in investing capital-intensive projects, raither than
yhour-intensive projects, as the labour cost will move with infletion, while
debt-service (payment of interest for capital) will not Further, the job secunty
laws of the country dissude the employer from employing adequate labourers.

REMEDIAL MEASURES FOR UNEMPLOYMENT

_ Uumplumlinhdin s very complex problem requiring attack on a wider

bost. The following suggestions are made for solving the probiem:

Long-term Mensures

i} id economic through diversified | isati
mﬂ::: f:;:-ji:;:mt gh diversified industrialisation with

-oriented, and a5 such, every year the

ain-agricul

In our



be adopted 8 agriculture in order to increase
: | hecked in
—  rute of population growth should be effectively ¢

nﬂnﬂtﬂmnﬂﬂﬁ- o lihwwﬂ“ﬂ"m‘"’ﬂw

f arnall industries, o
ES. tobe extended w8 it would creale employment potential;

| transport be developed!
6 RosC Ewl:;d housing schemis to be wken up; and

hes. This would facilitate the

village folks without migration. This would help mudemizing
v nwﬂ;:mmlmﬂurgﬂﬁnﬂmﬂﬂm&lhevdugmby
resulting in increased income of the villages.
Agro-Indusirial Integration: The complementary aspects of minm“"j and
industry, if pushed through with a ﬂdi.berum pProcess u.nd pln:fmng* with s
definite policy, we have agro-industrial integration. If the integration process i3
nof pursued, sgriculture iy & buckward economy cannot develop, If agricultural

e continue (o be processed ontside agriculture, all the resultani gains are
who are outside agriculture. Till this !

being mopped up by the entreprneurs
nstrained to supply industries with raw

situation continues, agriculture will be co
materidls af depressed prices und industries will be free o supply agriculture

with inputs requirements al inflated prices. This result in rural impoverishment,
unemployment and underemployment.

What is foo often met with Indian villages is that the urban capitalist starts @
Khandsari unit of cotton gin of oil mill and utilize local labour and raw materials
snd earnis huge profit, which are ransferred from the villages to remote cities for
the glorification of the latter und dwindling of the former. () the other hand, if the
villages muke use of their own resources, capital or loan capital, Tabour und land

government and also thought by researc

agriculture, besid
the agro-indusiries,

for establishing the new agro-industries, then the villages would bz with

activities which will generste new income, reduce dependence on agriculture and

—




ﬁnm rural employment and larger capital for agriculture. By introducing

industries like sugar, cotton, oilmill, etc., the rural community would be
inducted to industrinl culture, as the industries are associnted with materials they
F-:I:Im in the ficld. This will create a sense of belonging to the industries of the

by the rufal folks, and these villages would become growth-centres without
ngl.l[ﬂfiﬂn shifts. The income-generntion and multiplier effect would contribute
(o the ages wnul_d help in further industrialization of the countryside with
secondary agro-industries. Thus through agro-industrial integration and
modernization of agriculture, more employment opportunities can be created, by
means of forward and backward linkage effects. This is the only way of solving
purdl wmpluy_munt. The government should take up this as o policy measure
and implement them. In this process, the villagers alone will be share holders;
they are the workers; they are the marketers and they are the owners and
peneficiunies of agniculture and industries in their arcas.

BHAGAWATI COMMITTEE ON UNEMPLOYMENT

The Government of India set up 2 committee in December 1970 under the
chairmanship of B.Bhagawati, M.P., to assess the extent of unemployment and
underemployment in all its aspects and to suggest remedial measures. The
commitice submitted its report in May 1973, Apart from the statistical data
collected by this expert committee regarding the magnitude of unemployment,
the recommendations for mitigating the severity of unemployment are more
importan! and they stand in goodstead even today for solving unemployment
problem,

The import recommendations af the commiftee are:

I. National Commission aon Unempioyment: A National Commission on
Employment and Manpower planning should be set up by merging some of the
divisions now functioning under various ministers. A Department of
Employment and Manpower should be set up, both at the Central and State
levels, to make a comprehensive assessment and submit periodical reports on
the employment situation to a parlismentary commitiee constituted for this
pUrPOBE.

2. Employment Generation through Cess: A suitable portion of he resources
available for development should be set apart for employment generating
schemes. If more resources are required, it can be mised by increasing the
existing rates of particular taxes or by imposing a separate cess or surcharge on
“the more fortunate classes in all sectors, including agriculture, who are making

large gains or incomes™.
3. Massive Rural Works: To reduce unemployment in agriculture, the

Commitiee has suggested that all rural development programmes should be made
employment-oriented for the next plan period and should include a programme of
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o works consisting of isrigation, soil conservation, land reclamation and rural
roads, etc., oa & massive scale

4. Labour-Imiensive Industries: The Committee is of the view that
empioyment potential could be increased by reshaping the pattem and structure
of industrial development, accelerating labour-intensive small scale industries
oves captualid ive industri

5. (ver-time work 10 be Prohibited: 1n a view of the wide-spread prevalence
of mnemployment and underemployment, in the country, the practice of overtime
working is socially undesirable. Instesd recruitment of more labour should be
encouraged.

6. Working Hours: The number of weekly working hours should be reduced
from 48 hours to 41 bours snd seven day week should be adopted.

7 Vocationalising Education: For creating more employment
for the educated unemployed the Comminee has recommended vocationalisation
of education. Scholarships and other concessions should be made available 1
students who take up vocational education. Further the Commitiee has
recommended the conversion of single-teacher schools into multi-teacher
& phased programme for adult literacy, fostering and encouraging sell-employment
among technicians, engineers, etc., by providing financial assistance.

8. Unemployment Insurance: Some measures of insurance agains loss of
employment should be given 2 high priority and & scheme in this connection
should be introduced as a matter of urgency.

9. Population Planning. The Committee has recommended that g

well-concerned and positive programme of population plunning should be
adopied and effectively implemented to restrict the growth of population.

10, Tax Concession. Tax Concession should be extended 10 ExXpont items
manufactured by labour-intensive industries.

1. Development of Backward Areas: The Committee has recommended that
the priority industries and industrial units in backwurd areas should transfer 1o s
special investment reserve fund upto 30 per cent of pre-tax profits to be utilised
for investment in backward arcas. The committee has suggested the
establishment af regional development corporations for promoting development
of backward areas.

TASK FORCE ON EMPLOYMENT OPPORTUNITIES
S.P. Gupta Special Group Recommendations

The task force on employment opportunities headed by Monick Sing_h
Ahluwalia presented its report to the Planning Commission onJuly |, Evﬂﬂl. This
report was not only severely criticised by all economists and sudnlngum of the
country; but also rejected by the policy-makers, stating that most of the

e ——— el
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W“’ were employment restricting, rather than employment
caling. The Planning Commission sidelined this report completely by
K oiniing another special group under the Chairmanship of S.P. Gupta o
GeptemXT 5,2001. The aim of the task force is to generate 10 million employment
opportunities per year The recommendations of the S.P. Gupta Special Group
Repart on employment is unique in several respects, as the approach made by
ihe gIOUP WaS Very pragmatic. The features of this study group are as follows:

(. It rejected totally that the reform process is the panacea for all ills in the
sconomy and also unemployment. if also rejected the thesis that the organised
wctor, more so the corporale sector, is capable of ushering in an era of full
employment of near-full employment in the economy and removal of poverty in
(he country.

3. The hope of eradicating unemployment problem in the country lics on the

reanised sector which provides emplayment 1o 92 per cent of the labour
farce, The focus of attention should be on the unorganised sector in generating
more employment. This unorganised sector has been neglected so far by the
planners and policy-makers.

1. It repudintes the theory that the amendments of the Industrial Dispules Act
(0. give power 1o the employers to hire and fire shall lead 10 increase in
employment. This was suggesied by Montek Singh Ahluwalia report.
According 10 S.P. Gupta, this will result more of firing than of hiring, and this will
aol in any WaY increase employment generation.

4 Another salient feature of S.P, Gupta's suggestion is for improving
productiviry and job quality of the unorganised sector. The repont suggests the
need for major changes in legisiation guarantecing better working conditions, of
{he unorganised sector al the mercy of demand and supply of market forces. This
is really an excellent suggestion, as, in the most of the unorganised sector, the
workers do ol even get a living wage; nor do they get any benefit like bonus or
other socit] security measures, as done in the organised sector.

5. This report lays down palicy prescription for providing 50 million jobs
during the Tenth Plan, 30 million based on 8 per cent growih of GDP and 20
million based on special programmes, about which we had studied already.

6. The report emphatically states that the concept ‘zero elasticily af
employment in Agriculture” is altogether wrong. Rather it stresses the need to
employment is generated through agriculture.

7. Again the concept thut small medium industries are being killed by the large
industries is totally wrong. On the hasis of international experience, it shouid be
realised. that the small and medium industries should not only coexist with large
industries, but they should also be contributors to large industries and thereby
help the industrial growth of the economy.



mkirgs}mm!mtlﬂ*ﬂimifltbeﬂ?dﬂnfﬂtmﬂﬁihmth
unvcganised sactor. Dunng the short period of AX years. {¢ from 199304 4
lwﬂ.:m,ﬂxshﬂtﬂfﬂrEﬂﬂhﬁimthtmgmisﬂmwmhﬂm
from 34 percent 10 37 per cent.

9. Mareover. the government should view problem of unemphosment ety
senously and extend very high prorin and intenene 0 as o fuldl the tanpets
effectively. The government should not trest the problem of employment
muﬁmuimnmnineminﬁ:uf“husimuw.ﬁismﬂw
artitude will not generate employment.

190 Thmmﬂﬁ#lﬁslnﬂgfmlmuxmﬁomdmﬁqofﬁt
unorganised sector vis-a-vis the organised sector is 3,22 tmes and it iy i

immﬁxt&ntﬂ:ﬁhﬂmmmﬂl_mmmmmm
unorganisad sector,

11. S.P. Gupta’s Special Group of Study nghtly pomzs the hikewarm atitade
of the civil administration in the urtan aress and panchayal sdministration i
rural areas. The report categorically states that uriless the rural amd sivi
administration work hand-in-hand with the State government at the &nd of the
Tenth Plan will reach 40 milbion. i e nearhy 10 per cent of the lsbour force which
ﬁiﬂmltmmstmdgrhnm.

~ The special Group Rmapmdimmdminﬂtﬁlh“hgm “i
185, however, worth mentioning that unless for every programme schema, :
approprate delivery systems are developed, most of the shove emplovment
BSNCTALION targets may not materialise. All these will result in POUT fOvVemance.
For correcting this gap, among many other necessary messires. the key coe s 1o
launch an ambitious ¢ivil service renevwal programme simed az sirengthening of
the delivery institutions, direct administration and the Panchayath
Employment Generstion Programmes

Many programmes have been launched in the country 10 solve the

unemployment problem and also to mitigate the seventy of rural unemplovment
programmes,

These programmes are mainly of two kinds; the first one seeks 1o prLmaie
self-employment. by providing the poor with productive assets. financad by
subsidy and credit. The second one sevks 1 provide wage-emplovment, and in
the process create community assets. OF these two types of programmes. the
lanter seems to be more popular and the impact is very encouraging. On the other
hand, self-employment schemes do not score better, as the poor &o oot knew
much sbout these progmmmes. Wage-emploviment schemes also sutfer from
some deficiencies. These schemes ane not well integnited with area developaent
programmes and the asscts created do not have potential for sustmned
emplovment generation in futune. Mast of the schemes are welfare-sehemes,
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gndesem works for crealitg prod
Bwf for the Urban Poor (SEPLIP), Seheme
gtr—miwm 0

Programmes :
the Educated Urban Youth (SEEUY), und Nehru Rozgar
(NRY) mre some of the progr

ammes jnitisted for giving SC0pe for
ed with the schemé

::S;Mmtmﬂfﬂw poor in urban Arcss. SEPUP is now merg
mﬂfﬂn‘f-
]‘ﬂﬂ[ﬂ‘w of Schemes |
are as follows: (1) [dentification of

icy adopted in the above schemes
wn:h;gp‘;,-ll:md weaker sections ut‘Tt}u:‘ saciety gn_ﬁ:e basis of Caste,
income, as well 4s asseis- (fi) Investigotion of theit ef:nr.umu:‘pmhlcms
o euitable programmies for rsing their income. (i) Exiension prn-gmﬂ““‘
b nform them. (iv) Providin them with package of inrastructural facilines: and
(v} firully evaluating the programmes from time 10 ime.
mﬂrmf‘i’uj.nl Scheme

jawahar Rozgar Yojuna was launched in April 1989,

viz., National Rural Employment Programme and Rural | andless

Employment Guaranice Programme. This ix & ambitious employment Euarines

This secks to guarantee employment 10 atleast one person in rural

fumily living below poverty fine. This scheme is being impleminted though the

village panchayats. The special feature of this scheme is that 30 per cent of the
employment generated will be reserved for women,

The Central government will sponsor the scheme upto B0 per cent and the
halunce 20 per cem of financial requirement should be met by the State
government. Prnchayats with a population ranging between 3000 and 4000 will
be given annual financial assistance ranging from Rs. £0.000 to one lakh a year,

As & result of this expenditure, the following physical achievements were
recorded: (i) Constructions of wells under Million Well Scheme: 4.47 lakhs;
fii) Development of house eites; 49,478 (iii) Construction of houses: | 4.3'."1

: oo {he former IWo
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e ion of school buildings; 1,68,993; (v) Construction of Rural
L‘:E:ﬁ)?mﬁ} Drinking wd::rmmlln: 4.39.000:_ (vil} Construction of
village tanks: 3,29.000; and (vif{) Area covered under Social Forestry: 6,55 000
hectares.

The programme is no doubt a good one, but exccuted not thoroughly and
efficiency withoul proper planning. Though this programme has been
implemented in 220,000 villages all over the country, the quality of performance
is far from satisfactory. In their haste and anxiety 1o implement this scheme quickly
to & large area. the policy-markers sacrificed the quality of assistance. The
programume has been very vigorously implemented in high wiage regions, like
Punjab, Western parts of Untar Pradesh and Msharashtra, where the minimum
wage would attract none, especially physical labour.
Evalustion of JLR.Y Scheme

The Government of India, during the vear 1992 underook <concurrent
evaluation of Jawshar Rozgar Yojana Scheme through research institutions,

cavering all districts in the country. The main findings of the concurrent

evalustion were: (i) Nearly 73 per cent of the available funds were spent by

village panchayats, (ii) In almost all Siates, the average wage paid per manday to

the unskilled workers were more or less equal to the minimum wages prescribed
under the minimum Wages Act. (iii) The Wages and non-wage component of the
expenditure of JRY works undertaken by the Villuge Panuchyats at the All India
level was 53:47, (iv) In 64 per cent of the cases, the Muster Rolls were maintained,
(v) Of the wtal assets Created, aboui 74 per cent were either incomplete or not
according to lnid down norms, (vi) In 17.5 per cent Cases, assets created were not
maintained by any agency.

The Report indicated the following Areas of Concern:

(a) In majority of cases, panchayat heads were not given any training for

undertaking JRY works. (b) In many States, the Annual Action Plans were not at
all discussed in the village Punchayat meetings. (¢) In some States, viz, Andhra

Pradesh, Kernla, Maharashtra, Tamil nadu and Pondichetry, there was disparity
in the average wage paid per day o male and female unskilled workers. {d) The

workers who belonged to the category of *ineligibles’ also took advantage of the
programme.,

The overall impact of JRY in generating employment has been much below
the target laid down. Though it had helped the weaker sections to sequire a
house or access to drinking water, much remains to be done to make a perceptible
improvement in the quality of life,

When JRY completed eleven years in March 1999, it was restructured with
effect from April 1999 and was renamed as Joahar Gram Sam-idhi Yojana (JGSY).
The objective of JGSY wis creation of Infrastructune and durable assels ot the
employment to the rural poor. The wage employment under JGSY was provided




jo pernont below paverty line. There was ni sectorial carmarking of resources
under JGSY. However, 22.5 per cent of wnnual allocation had 1o be spent oo
gchemes for the benefit of scheduled castew/ Tribes and 3 per cent for creation of
parricr free infrastructure for the disabled.

WM.W (LAY)

This scheme was implemented since 1985-86 under Rural Landless
gmployment Guarantee programme (RLEGP) 1o provide houses free of cost to the
member of SC/ST, as well. From 1989-90, the scheme has been continued under
JRY. From 1993-94, the scheme has been extended (o the poor categories, besides
gt/ST, as well. From 1985-86 10 1994-95, 1otal expenditure under Indira Awas
Yojann component stood at Rs. 2,197.5 crores resulting in he construction of
| §,43,190 houses expenditure per house worked to Rs. 11,922,

Million Wells Scheme (MWS) which was lsunched as & sub-scheme of RLEGP
during 1988-89 W provide open imgation wells, free of cost to poor and small and
murgingl farmers belonging o SC/ST and freed bunded lubourers, was brought
ander JRY scheme by ear-marking 30 per cent of he funds for the purpose. From
crores, resulting in the construction of 7,84 880 irrigation wells, Average
expenditure per well worked 1o Rs, 31,831,

Nehru Rozgar Yojuns

While, Jawahar Rozgar Yojana is scheme of employment generation in rural
ureas, Nehru Rozgar Yojana is the scheme for the Urban areas. This is operating
since October 1989, This scheme aims at creating one million jobs annually, by
affording opportunities for self-employment and also wage-employment. This
scheme is intended for urban poor living below poverty line.

This consisis of three sub-schemes: (@) Scheme of Urban Micro enterprises
(SUME); (b) Scheme of Urban Wage Employment (SUWE); and (¢) Scheme of
Housing and Shelter Upgradation (SHASU). So fir, 6.55 lakh beneficiaries have
been assisied in setting up of micro enterprises under SUME. About 541,52 Iakh
mandays of work have been generated through the consruction of economicatly
and socinlly useful public assets under SUWE and SHASU 1ill 1994-93, 1 52 lakh
in 1993-94, 1.25 lakh in 1994-95 and 0.6 lakh during 1997-98. Total mandays of
employment generated under NRY was 1405 lakh in 1992-93, 123.7 lakh in
1993-94, 92.9 lakh in 1995-96 and 44,6 lnkh during 1997-98 as ugainst the target of
135.8 lakh. In December 1997, this programme was amalgamated with Swarnu
Juyanthi Shahakari Rozgar yojana (SISRY).

Swarna Jayanthi Shahakari Yojana: (SISRY)

The SISRY, substituted in December 1997 the various programmes operated
earlier for poverty alleviation. This is funded on 75:25 basis between the Centre
and the States. During the three-year period (1997-98 and 1999-2000), 4 ot of
Rs. 353 crones were spent generating 21.8 million mandays of employment,
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Swarna Jayeathi Gram Swarozgar Yojum: (SGSY)

This programme was launched on April 1, 1999 us o ging)e selemploymen

programme for the rural poor. It replaces the carlier self-emplioymnt and ulijeq

programmes - IRDP, TRYSEM, Development of Women und Childrey, in Ryl

Areas (DWCRA), Supply of Improved Tool-kitg 1 Rural Artisany (SITRA}, Gay

Kalyan Yojans (GKY) and Million Wells Scheme (MWS), sGsy lh!::t. imH:.
caknesses of the e

arlier sell-employm en
this programme will be broughy by he

uragement (o tap the inherent talens and capabilitics of

: getal least 50 per cent SCw/STx, 40 PeT cent women, and 3 per
cent disabled. Thisis a cmdil-:mn-mbaidy scheme. Funds under the SGSy will
be shared by the Central ang Stite Governments in

: . the ratio of 75:25. Sinee
inception of the scheme upto December, 2002, u 1otal allocation of Re. 4,353.70
Crore was nud:mtuhnmﬁﬁlltﬁlnkhs

=

Swarozgaris, Upto Decemiber 31, 2006,
24 38 |akh S:lf!*hlpﬁmum (SHGS) hitve been formed and 73.25 lakh SWIOjRitries
have been assisted with Rs. 16,444 Crore,

Sampoorna Grameen Rozgar Yojana: (SGRY)

This scheme was launched in September 2001, The schemes of Jawarhee
Gram Samridhi Yojana (JGSY) and Employment Assurance Scheme (EAS) haye
been fully integrated with SGRY The objective of the scheme is 10 provide

Bc emplayment along with food Security creation of durable
community, social and economic assets and i

rura]m]hum.%schernnmisaw

employment in a year. The cost of the Programme is 10 be shured between the
anhumdt!mSleicunl:ustshnringmi

MU0 Of 87.5 : 12.5 {including foodgrain
component). During 2001-2002, 22 1akh tonnes of rice and 5.64 lakh tonmes of
wheat were allocated under the scheme. In 2005-06, 82.18 crore person days of
employment were generated uner the programime,

Pradhan Mantri Gramodaya Yojana: (PMGY)
This scheme was launched in 2000-2001 in all the States and the U'Ts in order
o ;ﬁc“u the objective of sustainable human development at the village level,

1gayes ' i the Staies

GY envi allocation of nddi“mn;ll Central Assistance to the § '

ﬁtﬁg for selected basic minimum sercices in order 1o focus on certain priority I
|
]
|
1

areas govemment. PMGY Mﬁﬂﬁtﬁﬁwnmm,mw Health,
Primary ofﬂgdumlim. Rural Shelter, Rural Drinking Water ind Nutrition, Rural
Electrification has been added as an additional component from 2001-2002.

i . This has been
i PMGY in 2000-01 was Rs, 2,500 crores .
ammimugg:ﬂ crores for 2001-02 and for the year 2002-03, a sum of
Rs, 2,800 crore has been provided.




2
-Fﬁ; Muatri Gram Sadak Yojana: (PMGSY)
This was launched on 25th December 2000, This is a grunme idi

;mn:f_ﬂ\*il}‘ lhmugh good all-weather rosds 1o l.l:."}[lrllltl lakh ump:vm:iﬁ
ybitation with a population of 500 persons or more in the rural areas by the en of
e ‘Tenth plfm plfrmd (2007) at an estimated cast of Rs. 60,000 crores. The
P""W s being nﬂ:mud m all the states and six Union Terriories. The
?ﬂw aims 1 ronnecting all Pnpchnym headquariers and pluces of tourists
Inferest, irrespective of population size. Since inception, project proposals for
s, 7.453.26 crore hive been cleared. About 56,200 kmis of nursl roads have beett
jken P under the programme, benefiting about 37,225 habitations, Till
December 2&?1. _I&EB% road works have been completed providing connectivity
o 12,408 habitsticns with an expenditure of Rs. 3.321.59 crore.

MIMNMMEWMIGMAH

n order to mitigate the severity of rural umemployment the National Rural
employment Gurantee (NREG) Act was passed in September 2008 and it is being
wﬁncmﬁ-dnmc&hmyz.zﬂﬂﬁ n 200 identified districts of the country with
e objective of providing 100 days of guaranteed unskilled wage employment to
sach rural household opting for it Till January 31, 2007, of the 1.50 crore
houscholds, who demanded employment, 1,47 ¢rore households have been

vided employment under the scheme. Upto January 31, 2007 a sum of
Rs. 6,714.96 crore were released by the Goveroment for NREGS as against
Rs. 11,300 erore allocated in the Budget for 2006-07.

The dats on the employment provided to the Rural Households which had
demanded work under MNREGA in vanious years from Financial Year 2010-11 to
0213,

Total mumber of households which were provided employment in all the
sutes snd UTs of India (except Delhi NCT), put together, was 54474108, which
was 97.62% of houscholds who bad demanded employment (i.¢., 55801571
households), during the Financial Year 2010-11 (P). Similarly, the total sumber of
households which were provided employment was 50424472, which was 99.04%
of households who had demanded employment (£.e., 50911403 households),

46.28
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Review Questions
Secrdom - A
“H“ﬂtmﬂw

What is Dusguised uneeployment™
When was w{.‘ww-ﬂﬁﬂw

What is Indirs Awas Yoians?
What is ususl status unemplaymenk?
Expand: TRYSEM
Section - B
Explain Crehical and Stractural unemployment.
Defferent berween “Voltuntary™ and *involuntary” enemployment.
What is the nate of employment in India?
Write shout emnployment creanion programeme in Ninth Plan.
Write & nose on Nebru Rozgar Yojana
Write & note on JRY Evalustion,
What is Rural Empiosment Guarantee Act?
Soction - C
What are the causes of unemployvment in Inclia?
Examine the magnitude of tnempioymment in indie.
Suggest remedial messures 10 solve the massive unemployment problem m

What is Agro-Indusirial Integration? How far will it help in solving
uempios e

What are the recommendations of Bagewathi Commties?
What are the saliend findings and recommendations. of Gupts™s study growy

Makoe & brvel duscussion of the salient *Employment generation Programr
i




Chapter S

Human Resources &
Population Problem

Human resources and its development for economic progress huve been
attracting the atteation of modern economists and administrators. Though Adam
Qmith. Malthus and Ricardo were also interested in population problem, their
meﬂwhmtmmwdmﬂmmmm’mof

growth without properly visoalising the beneficial effects ol human
resources in industrialization and capital formation in the economy, In Westem
European countries, population growth had helped the growth of economics,
because they muﬂlhy.h&dnhmdnﬂmpiﬂﬂdhewmiiyufhbuun
mm:mdiﬁumﬂtsuppl)rcmwnf'lnhdurwmlﬁbegllﬂi:wﬂwlndlﬂﬁal
seglor S0 that even 8 high growth me of population would lead to a rapid in-
erease in productivity. In fact, every increase in population would lead 1o more
ﬂ:nnpwminmwmmugmnninnﬂpmdm

But, the conditions in backward economies are different. These economies
are poot, capital-scarce and labour abundant. Population growth would be an
obstacle to economic development.

Consequences of Population Growth In underdeveloped Couniries

In underdeveloped countries, rpid population growth would increase the
pressure of population on land, leading o mass unemployment and
underemployment. The problem of feeding teeming millions of people would be
a stupendous k. The basic requirements like drinking water, housing, health,
sanitation and hygiene would not be adequately met. There would be problems
of getting food, consumer goods, raw muterinls, capital equipment, ete. Public
expenditure would be diverted to many welfare activities without creating any
tangible assets. Finally, the balence of payments position would become
extremely eritical. The rapid growth of population would depress per capits
income, lower the standard of living of the people and bring down the rate of
capital formation, Let us discuss in detail the vanous consequences of mpd
increase in population in underdeveloped countries.

L. Reduces per capita income: The growth of papulation, particularly in
underdeveloped and developing countries, will retard the per capita income in
many ways. It increases the pressure of population on land and reduces the

productivity of land. Increase in populution leads to rise in the costs of the
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wu,| Ne acoampanied by an equal or even mare of consumers, The .. . i
Shdrer in & Sonily will be large. consuming M“"“""-‘*ﬂﬁﬁﬂmf&%’ o
withiul costributing anything towards productivity of the HQ:"'
enderdeveloped counries, the life expectancy will be very low ang 1}.:,2”‘? I
ey infaast mortality. Consequently, the economy will be having my 5 g,
bodiad and healthy adults to produce and eamn in the economy, ‘l'l’]'lﬂl:ﬂgth
of dependants consuming without producing will be large Thiy wiyy mm::"mb‘*
PET Capita income. Any increase in national income will be auliifing =iy
increase in population. ' ™ e
1Mﬂlﬂﬂldﬂw5iﬂﬂmpﬂmm¢utqmm )
standards of the people, poor per capita income will result in POOr nﬁ:‘:“‘
living. The peaple will be caught in the vicious circle of poverty, The oo™ ™
hardships Emﬁ by the pq:pie would elways drive them 1 ﬂm |
on it s In urse 1
udrpmdf 1oa method ue co thcpmplewnujdummm,mh
3. Lack nf Agricultural Development: Increase in population woylg Xt
pressure anly in rural nreas, as many would seek to setile down WOrking on lang
The land-man ratio will become high. It adds to disguised and poor productivin
will result in poor savings and investments, Capital formation in Bgricultyn
cannot take place and there will not be any agricultural development. Agricultis,
will be carried on #1 subsistence level, as a way of living withoyy any
improvement or modemization.

4. Mass Unemployment: A rapid increase in population will result is mas
uncmployment and underemployment in the ecanomy, With the increase in laboy
force, it may not be possible 10 expand job opportunities, du¢ 0 absence of
complementary resources and effective ‘Man-power planning’ The
unemployment will not anly be increasing year after year, but also the backlog of
unemployment people will be a staggering figure in underdeveloped countrs,

For example, in India, the First Five- Year Plan started with a backiog of 3.3 miliion
unemployed which rose to 5.3 million at the commencement of the second
Five-Year Plan. The Fourth Five-Year Plan commenced with & buckiog of 12
million unemployed. The remedy is not only increasing job opportunities in
econamy, but also reducing the population through appropriate controls,

5. Returds Capital Formation: Unplanned population growth retards capital
formation, The per capita income will be very poor and consequently the people
will be making hand-to-mouth existence, They will iot have anything léft by way
of savings for investment. Domestic savings for capital formation will be very
poor. The Government may have to divert its capital more on social overheads,
rather than economically productive activities, The diversion of resource far
social overheads such as schools, hospitals, roads, witer supply, sanittion,
.,. etc., does not add to the national product directly and immedintely. Cansequently,
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the growth rate of the economy will be ata low level. All these will keep the Jevel
of technology nt & rudimentary stage. Poor and low technology will retard capital

formation.

Thus, rapid increase in population will not have the same consequenices in
developed and underdeveloped countries. It will prove more harmful than good
in underdeveloped countries,

POPULATION IN INDIA

India is a rich country with & poor people. Hence, any long term plan cannot
afford to neglect the upliftment of our human standards. In its numerical strength,
our population is unique. The languages, manners, customs, dresses, modes of
living have made the country attractive from the stand point of human studies.
Its racial variety, combining the peoples of Turko-Iranian; Arvan,
Aryan-Dravidian, Mongoloid and Mungol-Drevidian, etc., has converted the
country into a veritable melting pot. Its numerical strength of over 1027 million
aecording o census of 2001 forms [6 per cent of the human race of the world
inhabiting 2.4 per cent of the total land aren of the world. But this enormity and
variety, instesd of being an assel, has most often proved o be & lisbility, & source
of embermassment, vf political disintegration, social disharmony, religious fnatisim,
communal hatred, and above all economic distress. Hence, the need for making
special study of the population of Indis and the problems affecting the economic
development of the couniry,

Size and Growth of population

The first regular census in Indin was taken in 1891, Thereafier, there huve
been regular census every 10 vears. This is called Decennial Census. The 2001
census was the 6th census since independence.

CENSUS OF INDIA 2001 & 2011

The sixth Decennial Census of Independent Indis and first census in the New
Millennium was undertaken in February 2001. This census covered the whole of
Indiu, i.e., 28 Sttes, 7 Union Territories. 5.564 taluks, 40,000 villugesand 5,16
towna und cities. [t may be noted here that in 199] the census enumerstion could
not take place in Jammu and Kashmir In 2001, the census enumerntion did ke
plice in J & K, inspite of the threat from millitants. Another imparian aspect 10
he noted {5 that 2001 census data are available for the three newly formed Siates
of Jharkhand, Chatisgarh and Uttarnchal. The data are adjusted for previous
consus years (1991, 1981 etc) in order to enable the user (o study past trends.

Highlights of 2011 eensua

The total population of Tndia, sccording to 2001 census stands ot 1,027, 015,
247(102.7 Crores) or 1027 million, This includes the population of Jammiu and
Kashmir. The Population of India as per the 2011 census was 1,210,569.573,

In the last decade (2001-2011), the population of India has incrensed by
183,554 326, an addition of abour 17.87% 10 2001 populstion.




In percentage terms, the decadal growth rale wul"r'.B:? per cenl Compar ey l-u,
21.3 per cent during the previous decade (1991-2001 ) This means that the ra,,
Which Indian population has increased has declined during the last decad,.
Bihar recorded the highest decadal growth rate, which in fact increased fr,,
28B4 percentin 25.4 per cent. This decline in gromh mte of Bihar i3 in SYNE iy

Indix’s population growth.

Andra Pradesh recorded the sharpest decline in the growth rate, 11 per ¢
during 2001-2011 compared o 13.9 per cent during 1991-2001, o decline of 3

per cent points.
The lowest growth rate was recorded by Kerala (4.9 per cent) folluwed 1,

Pradesh (1) per cent). ,
Uttar pradesh, even after the new State of Uttarchal was carved out in 244y,
COMLinues 10 be the most populous State in India with a population of 199 miljj,
(Untarunchal population is 10 miilion), Thus, Untar Pradesh has a populativn o
209 millionin 2011,
Uttar Pradesh has 16,51 per cent of India’s population, followed hy
Makharashtra (9.28 per cent) and Bihar 8.6 per cent.
Of the total papulation of India, acconding to 2011 census, males accau

623,121,843 (51.47%) and females account 587,447,730 (48.83%). Thus, the sy
ratio, { ¢, number of females for 1 00 males has increased 10947 i this censys,

compared 1o %173 1n 200] census,
Density of population per 5q, km has increased w 324 in this census
compured 10 267 in the previous census,
Increase in Literacy Rate in 2011 census (subbear).
Another importanl feature is the increase in literncy level 10 201 consug
The leve| of literacy in this census has increased 10 75,94 ptreent, caompered tn
65.38 per cent in 2001 census. Of this, female literacy has gone up 1o 64 64 Pt
cent from 54.16 per cent in the previous census.
The birth rate of the country per thousand, aceording 10 2001 census is 2| &
The death rate stands &t 7.1 per thousand. The Infant Mortality Rate was 42 fn
this census against 66 in 2001 census,
Expectation of life, according 10 2011 census for the period 2006 - 10 k658
| years for males pnd 68.1 for females, The projection for 2016 — 2020 is 6% 8 far
males and 7] .1 far females,
Poputation of Mega-Clities
According to [99] census, there were only 23 large cities in Indis with &
Population of more than one millian aceounting a 1wl population 0£70.7 million
| The census of 2001 reveals that there are 35 large cities of megacities in Fndia
wooumting for 107.9 million persons. The population of these 35 mega-sities
wrasruaes 38 per cent of the total wban population. Greater runks first with
zrupiatyon of 16.4 million (2001 census), accounting a decadal increase of more
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than 30 per cent. Tix population in 1991 census was 12.6 million <o m}_-i {
Kolkata with o popubation in 13.2 million s}mwmgm.mm,,rmm:;m
cent as decadal growth of population from 10.9 million in 1991 cenes 10|
comes Dellu showing an increase from B4 millionin 1991 1o 1 2.8 millian in 2001
census, an abnormal increases of S2.4 per cent Chermai (formerly Madras) hay
the distinction of fourth largest city in India with population of'6.4 million o 200]
recording an increase from 5.4 million in 1991, an increased of 1§ 3 per cent.
Bangalore which had 4 population of 4.1 million in 1991 incressed 10 5.7 million in
2001 censuy, an sbominable increase of 39 per cent. Next comes Hyderabad from
4.3 million to 5.5 million; Ahmedabad from 3.3 million to 4.5 million. Pune records
-nimmseﬁmnlﬁmﬂiinnmleHIMmmnfﬂmﬂummiu 199]
to 2.8 million 10 2001. Kanpur has recorded an increase from 2.1 milllon o 23
million; Lucknow from 1.6 million 1o 2.2 million; Jaipur from 1.5 million 12,3
million snd Nagpur from 1.7 million to 2.1 million, an increase of 23.5 per cen.

Population of Mega Cities in 2011 census (subbear)

The status of these megncities changed as per the 2011 census, This is
explained by the following iable.

Rank | Metrapolitan Area Sate/Territory Population | Area
2011)13)(4)| fin lon)

I. | National capital Region Dethi, Uttar, Pradesh | 46,049,032 | 34,144

Haryann

2 Mumbal Metropolitan Maharashtra 20,748,395 | 4,334 %
3. Kolkats Metropolitan Arca West Bengal 14,617 882 |1,851.41
4. | Chennal Metropalitan Area Tamil Nadu 8917749 | 1,189
5. | Bangalore Metropolitan Area | Kamataka B,728,506 | 8,005
6. | Hyderabad Metropolitan Area | Telungasia 7745334 | 7,100
7. Ahmedabad Metropolitan Clutara 6,352,254 11,294 65
8. | Andhra Pradesh Capital Region| Andhra Pradesh 5,800,000 |£352.69
9. Pune: Metropolitan Area Maharashira 5,049 968 3,500
10 Visakhapatnam Metropolitan | Andhrs Pradesh 4,200,000 LARE
11 Jarpur Metropolitan Region Rajasthan 3.073.350 623

The above table reveals that 11 metropolitan regions have registered a
population of more than 30 lakhs in 201 | census. The ststus of these metropolitan
citied indicate that a major migmtion of population from rural to whan is
happening, as the birth rate is almost 21.06 which has declined compared to 2009
(22.5). Hence, the population in terms of migration should have caused such &
scenario in metropolitan cities in 2011,
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The Tabde &1 givew particulars of vessus figures of Indin from the Ceng,
Yeur 1901
Tuble 5.1
Growth of Popwiation in India 1901 to 2011
Cemsss Yo Papulattan Percentages f,,,,_._,.;;;“;-
in Million or decrease
1901 236 . —
1911 . 252 +5.75
1921 ; 251 - 0,31
1931 279 +11.00
1941 _ 319 +14.22
1951 « 161 +11.31
1961 41s +21.51
1971 . 547 424,80
1981 x 683 +24.66
1991 843 +23.50
2001 1027 +21.30
ald . 1210 +17.87

The Table 5.1 shows that the increase in poputation of India wis ruther dioy
upto 1921, [t rose from 236 milliony w 251 millons over two decades. Bul from
1931 1w 1971, the papulation had increcasad at a galloping rate from 279 millions
$47 millions, an increase of 96 per cenl. The year 1921 is called the year of th
‘Greai Divide* , as the growth rate after this has been very shup In the decade
1951-61 alone, the increase had been I1.51 per cent and in 1961-71, it hud
increased (o 24.80) per cent. With all the massive plinning programmes in India
during the decade 197181, the growth rate could be reduced only by (.14 pe
cent, as during the decade, the percentage increased had contained with =24 66
s againgt +24.80 in the previous decade. As regards 201 | census, the net nddition
to population has shown & fall from + 21 300 199] - 2001 0+ 1 787 mthe 20011

Tables.2
India : Size of Population and States (2011 Cepsus)

States/TTs No.of Persony Percentagy

Uttar Pradesh 199,812,341 16.51

Maharashtra 112,374,333 928
Bihar 104,099 452 8.0
West Bengnl 91276, 115 75
Andhrs Pradesh B4.SKO.TTY 0H.99
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Pl Nadu 72,147,000 608
Mundhyva Pradesh 72,h26,800 6,00
Ryl nsthumn oR S4K,437 5 046
Kt ik al,095297 5.08
Ciugjnrnt 60419692 4.99
Chdindin 41974218 .47
Komln 6640606 | 2.76
Shirkhaind 32,948,134 2.73
Assin 31,205,576 2.58
Punjab 2,77,43,334 229
|yt 25,351,462 2.09
Himochal Pradesh | 6,864,602 .57
Utturanehal 10,086,292 083
Jamwmin & Kushmir | 12,541,302 .04
MNCT Dielhi 16.787.941 1,39
Chmtisgnrli 25,545,198 211
“Pripurs 3,671,917 0.30
Munipur 2. 570,3%0 021
Meghuloya 2,966 889 0.25
Nugalund 1,978,502 0.16
o 1,458,515 0,12
Aroruchul Prudesh 1 383727 0.11
Puducherry 1247953 0,10
Chundigarh 1,055,450 G.09
Mizoram 1197206 0.09
Sikkim 610,577 0.05
Andwman & Nicohar I80.581 0.0
| dernts  aadrn & N | koveld 343709 0.03
Daman & Diu 243,247 0.02
Lakshadweep 04,473 0,01

Nevte: Numbaer of Starey & U1k jn 199] - 32

Number of Siares & U1y in 2000 0 35

Total area remuins the samu af - 30, 65, 027 kms
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INCREASE IN DENSITY OF STATESAND UNION mmmﬁﬁ“‘t

States and UTs ranked according to increase in density betweey

2011-2001
Table 5.3
Rank of States / UT Denstry | Demsiy
in 200 in 2041
I, Deihi 9294 | 11320
2. Chandigarh UT 7,903 9528
3. Daman& Diu UT LAll 3291
4. Pondicherry UT 2,029 2547
3. Lakshadweep UT 1,594 2149
&6  Bihar 880 1106
7. Dadra & Nagar Heveli UT 444 700
B.  Uttar Pradesh 689 B2y
9. West Bengal 904 1028
10, Huryann 477 573
1. Punjab 482 551
12 Kemnla 819 B60
13, Jbarkhand 138 414
14 Maharastra 34 365
15. Assam 340 398
16.  Tamil Nadu 478 555
17.  Naguland 120 19
18.  Cujarat 158 308
19. Goa 63 394
20.  Tripoea 304 350
2l. Kamakaia 275 319
22 Madhuys Pradesh 196 236
23, Ralasthan 169 2
24 Oriasa 236 21
2% Andra Pradesh 275 J0R
26. Littranchal 15% 129
27 Manipur 1o I35
' 8 Meghnlaya 103 132
2% Chatisgarh 154 189
0. Jummi & Kashmir 9 124
3l Sikkim % L)
32, Himachal Pradesh 18 123
i3 Mizxoram 42
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34 Andamen & Nicobar Isfals UT T 5.9 |
. 35 Amnchal Pradesh u :ﬁ
Al India s “; N
I . -
\ CAUSESFOR INTER-STATE DIFFERENCES IN DENSYT1 S

,ﬂ.n1mm5yms of Table 5.3 revenls that the d;:ﬂaiuf Of population in very high iy
some States, whereas it is low in other regions, For instance, the unbon Territoriey
| have recorded o very high density of population, while it is compartively less iy

States. Even amony the States, some states have roconded u very Nigh denaity of
population than others. Since the size of population is increasing, it is inevinghe
that with given geographical wrea of the country, theee should be dn incrense in
the density of population. But, what are the causes for inter-stute di Mereucey in
densities. There are also differences i densities withis the s regions. here
ure alio differences in densities with in the same regions. When Tumildadu hins
recorded & density of 478 persons per 4q, km., in the census 01" 2001, pondicherry
(Puducherry) hus recorded a density of 4,011 persons, Puducharry lies in the
sume region of Tamilnadu, Whigt is the reason for this difference in densiiies?
Uttar pradesh and Punjab have recorded 689 und 482 persons respectively in
densities of populntion. Rujasthan has recorded only 165 persons. Lven wmany
northern states, the variations in densities are very wide. In the souther stites
also the differences in densities are large: for instance kerala § 19, while Timilnudu
478 wni Andra Pradesh 275, What are the chuses for these wide varintions in
densities of population?

Indhii Is not only kn agriculiural country, but with differing climatic variations,
fertility of the soil. geographical differonces and mgational facilities, Nt ull
States have developed agricultumlly and Industrinlly, There are lot of rogional
dispantres in economic development. When the soil in very productive with
good irrigational facilites; Wi regions, record high densities of poapulation
Rutjasthan has sandy soil with tittle fertility and the imrigations! fscilities are poot
Hence, the density 15 low as againsi Punjeb: Jammu and kashmir are in
mountainous regiens with aggressive climatic conditions, while Mndhya Pradesh
lies in rocky terrmn. More productive regions with invigorating climute tnvite Jof
of population for concentration and thiv leads o higher dennity of population,
On the contrury, hostile regions will have lesser number of people. Further, some
Suites have made significant development in indusuind Beld resultig in many
industeisl towns and trading centres, All these sttmed larger nimmber of feople,
Besides some regions have become teligious centres imd also educutional
cullural end historical places miracting lor of prople from various parts of the
country. All these factors cesull in differing densities of populidion

It whould be understood that though ecanomic fuctors influence density of
populstion, 1t is pot an index of prosperity or poverty of the region or States
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Higher densitics need not denote prosperity, nor lower densities poverty | B4
is very prosperous with a density of 22 persons; 5o also England and Jupay, Wit
229 and 221 persons respectively, Brazil and Australia have only 12 g4
persans respectively; but they are not as developed us USA,

Thus there is no relationship between the density and economic progr.,
of the country,

Sex Ratio and Literacy Leyel
Sex Rario:

The sex ratio is defined as the number of females per thousand mules 9 the
population. Generally, the sex ratio has been adverse 10 females, Le. the numi,,
of females per thousund males has generally been Jess than thousand, The Tble
5.4 indicates the sex ration in India from 1901 to 201 | census.

Table 5.4
Sex Ratio in India: 1901 to 2011
Censux Year Sex Ratio i
190] =0 m SR
1911 964
1921 . 955
193] - 95
ol ™45
1951 U6
1961 4]
197) . o0
1981 s 234
1991 - )
2001 = 913
2011 s 942 7

Apart from the fact that the sex ratio has been constantly adverse 1o females
so far, it will be noticed that the ratio has tended 10 deterionite over the decades.
For the first time in 1981 census, it would seem that the tendency for sex ratio to
deterirate had been halted from 930 to 934. But, again in 199) census, the sex
tatio had deteriornted from 934 10 929. However, it had shown signs of
improvement in the consus year of 2001 where in the sex rutio had Inereased from
929 to 933 fermalsand in 201 | it has improved to 942 7 females. '

. Kemla |5 the mlyslll-‘tc wherne women owt-nutnber men. in 194 the gex ratio
in Kerala stood at 1.040 for 1000 males, The sex ratio had increased to | ﬂiﬂ -
2,001 census and furtherto 1084.3in 2011, In Pandicherry, the seéx ratio i:.: fairly
equal, Le, 1,001 females for 1,000 males, but in 2011 it has gone up o 1037.4. The
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sex ratio had been the lowest in the UTof
for Rajasthan 928.2; Utar Pragesh 9124,

The reason for the decling in

sex ralio being unfavoymp; :
of the States, has been stated by the cengus dmﬁmnlml:::'?:m '
for male children resulting in neglecy of female ba - A preference

mortality of female babies™ “Thye adverse anxh::i:? 10 poor healih ang
expectation of life a1 birth for females in the past com \
i due to high matemal mortality.” pest compared to rales, purt of whic,

and Diy, jy was 618 4

fum.;“

elc,

iﬂltﬁ:ﬁttulhcm-nﬂninmm

: Mmust ry 1o eliminate -
inequality. Le., preference for sons and discrimination against females. DIBI:I:::;

not read (00 much into the small changes in the Sex-ratio reported in 4 massive
exercise of census in this country,

Literacy Level:

The calculation of literacy rate in India was miscki fi
wiis worked out for population aged seven vearg
assumed in the enumeration of literacy level, that chi
begin their schooling below the age of seven. fn Ohi :
years and-above for estimating (he literncy level and also semi-lierateas On the
basis of modified method, the literacy level in Indin crossed 50 per cent mark in
literacy in the census of 1991, Actual literacy rute was recorded as $2.20 peT Cent,
In 2001 census the literacy level increased io 64-8 per cent and in 201 1, 74.04.
The highest Iiteracy Tate exceeding 90 per cent has been Kernli, whiie Lhe Jowest

lueracy rate has been Hihar with 47 per cenr in 2001 improved (o 59.783. The
lteracy level of some of the states bus been given below: (C

The country

ed in the 199] ceneus It

ensis 2011).
Kemla - 93.99 per cemt
Mizoram 91,31 per cont
Lakshadweep = 9185 per cem
Cioa 88.70 per cem
Pondicherry 85,45 per cent
Nicobar Islands 86.63 percent
Chundigarh B6.05 per cenl
Dielhi B6.21 por cem

Besides above, Himachal pradesh, Duman Diu, Muharashtrs have recorded
literncy level more than 80 per cent in The 2011 census. These states and unlod
Tertitories could be considercd us bighly Hemte regions of India

Fumilnadu, Karnuuka, Ciujurst, West Bangal, Nagalund, Flaryann, Uiarsschal,
Funjab, Tripura, Manipus, Sikkim, ¢te,, can be considered as ll‘lﬂ‘i't:- AVETHGE, A8
iheir literacy level stands below 75 per cent, which iy r_hn:_uu:mgr: lh_tmu:y Jevel
ol the eountry. Oiher plices should be considered ks having low litessoy lovel,
s they huve recorded below the avemge level of the country. The lowes
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percentage of literacy level has been recorded in Bihar which aceouy
61.795 per ceny.

Literncy level of some of the States which have recorded lesy thay,
cent, but more than the nutional avernge hay been given below Pey

 for Dl

Tamilnadu B0.09 per cent
Kurnuitaks 75,36 per cent
Gujarnt T8.3.1 per cent
West Bengal - 76.26 per cent
Nagaliand 79,56 per cent
Haryana 75.56 pes cent
Urtarwschal T8.82 per cent
Punjab 75.84 percent
Tripura R7.22 pert cient
Manipur 79.22 pet canl
Sikkim R1.42 per cont

Literacy level of some of the Sisies which have recorded lower than 1,
national average has been given below:

Jummu & Eashmir 67.16 per cent
Rajasthan 66,11 per cent
Littar Pradesh 6766 per cent
Arunachal Pradesh - 65.39 per cemt
Jharkhand 6641 per cemnt
Andlra Pradesh 67.02 per cent
Bihur 6180 pey camt

The literacy. leve! in India has no doobt incrensed over the decades since
1901 In 1901 census the litoracy level wis less than 6 per cent: 1o be very
precise, it was 5.92 por cent. Over decades the Tevel incressed and in the firs
census affer independence, wken in the year 1951, the literncy pereentage was
1ust 16.67 per cent.

in the Planning period, since 1951, there had been pheriomenal increase in

the literacy level of the country, In 1961 consus, the percentuge of Tiverncy of the
country stood a1 24,02, In 1971 census thi level incresed 10 29,45 per cont. In
the census of 1981 the literacy level reached 36.17 per cent. In 1991 censgus. the
literney level crossed the 50 per cent mark. The exadt figure stood at 52,11 per
cunt. Nearly four decades of planning and literacy development in the country
had increased the level of hiteriey from barely |6 per cent to 52 percent. In 2001
census the level of literacy and increased to 64.8 per cont and in 2011 1067772
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Female Literncy:

It Is interesting to note that till 1920s, female lileracy was cansidermble below
male literacy with a ratio of 1: 10 in favour of males, Thercafier there has been
clear improvement im femule literacy. But in 1971, forevery 100 literate females,
there were double the number of lilerate males, As per census, there has been
some improvement in female literacy in 1991 showing that female htr_fm
population forms nearly twothirds of male liwrate population. Table 5.3 pives
particulars of percentage of literacy level among males and lemales during the

census years of this country..

Table 5.5
Percentage of literacy according to
Decennial Census 1901 to 2017
Year Percentage Marles Femules
1901 §35 983 0.60
1911 5,82 10.56 1.05
1921 T.18 12-2) 1.81
1931 .50 15.59 2.9
194] 1610 24.90 730
1951 16,67 24,95 7.93
1961 24.02 3444 12.95
1971 29,45 19.45 18.6%
1981 3417 46,74 24 88
1991 S2.11 63,86 19.42
2001 64 R 75.3 53.7
2011 74.04 8214 6546

Thix datn is very significant, as it tells that the scale of investments in educa-
tional programmes have not yiclded tangible results and the progress in female
literacy 13 very slow, There should be enhanced acitivity in adult liverscy
programme and also education of women. The investments should not be merely
for formit] schooling programmees alone,

AGE COMPOSITIONAND LIFE EXPECTANCY

Information regarding the age composition, the size of labour force, birth and
death rates and life expectancy are avatlable, According 102011 census, erude
birth rate per 1000 persons stood at 21.6 and death rate at 7.0 per thousand
persans, The birth mte at the commencement of this century stood &t 25,0 per
1000 population and death mte at 8.1 per 1000 population (Census 2001)

The number of years for which people of g country expect to live of the time
of birth is the aversge life expectancy of that country. It depends on the death
rte nnd the age vt the time of death. I the death rate is high or death ocours st an
carly age, the life expectancy of the people will be low. In the early vears of 20th

v

-

A E T T )




1

| & I

34 . Indien Ecorgy,

century, the life expeciancy of the people of India wus deplorably low, nsfu_:ﬁ
=% years. It increused to 32 yeurs in 1951, 41 years in 1961 and 59 yeurs in |95

The current level, ¢, 2001 1o 2006, it has been projected al 63.87 years for mu}“'

and 66.91 years for females. In 2011 it was 69,7 for males and 74.91 for femgl,,

This had boen estimated on the basis of Sumple Registration System (SRS),

When compared (o countries like USA, Jopan, Australio and England whe,
the life expectancy exceeds 77 years, we wre very backward.

According 10 Census Commissioner (2001) there is s positive relationsip
between population growth rate and the child population in the age group (.4 Iy
fndia, the population of children and thelr proportion in the age group (.,
delined from 17,94 per cent in 1991 (o 1542 per cent in 2001 A fall in 4,
proportion of children in the age group of 0-6 is indicuive olla fll in Fertiliry, |y,
Kemala, Tamilnadu, Andm Pradesh, Karanaiaka and Gujamt, the percentags o
population in the age, group 0-6 is below the national average, while in Sties [,
Huryana, Meghalaya, Rajesthan, Utiar Pradesh, Bibar, fharkand and My,
Pradesh, it is much higher than the national average.

From the census data, we come (o know about the composition of 1he
Inbour-force of the country. Thin means those who are within the age of 151 5o
years, The 2011 Census reported 62.5% of the total population in this age group
The nge group O-14 years is classified as ‘children” and this scgment constinipy
40 per cent of the population, According to Prof. Sanburg, a population with 40
per cenl children indicates a fastrising population. This is also indicatjve
unproductive consumers, A populution with only 20 per cont children shuws g
declinmg trend in population, while 30 per cent children indicates stable
populstion, If we consider the age group 0 — 14 years, then the percentage of
population was 29,5 in 201 1 census,

TOTALFERTILITY RATE (TFR)

What do you mean by Total fertility Rate? It indicates the number of childrey
that would be bom to a woman, if she were 1o be alive bll the end of her
child-bearing years and bear children at each age, in according with prevailing
countries of the world. For instance, Ivory Coast is considered to be having the
highest TFR in tie world. Itis around 7. The lowest TFR will be Honghkong with
o figure of 1.21. in China the TFR 1s considered to be 5.9 and India 2.4 (2011
Census), In Eusope it is 2.89 and North America |59, The TFR figures would help
n ot in demographic snalysis and also in deciding population control progriomme
and implementstion of family planning projects.

The TFR in India in 1951 was estimated a1 6,0 According to sample
Registration system (SRS), TFR for the year 1981 was estimated 01 4.5, 1n the yoar
1991 it had come down to 3.6 and in 1he commencement of this century, TFR had

dipped to the level 0f 3.2, The Government aims wt reducing the TFR by fixing the
target at 2. | called the standard TFR. This standard TFR of 2.1 brings the meassage
that the standurd norm should be only 2 children and displayed the slogan “We
Two; Ours Two™ for the married couple,
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~iowever, not all states could achieve the TFR standard 2.1; in some of the
States and UTs accounting for 11 per cent of country’s population, TFF 2 | was
schieved- Some stntes are making strenous effurts 1o schisve the target 2 | w4y
are in the range of 2.4 10 2.8. Some states contributing nearly 35.6 per centof the
op iation could not achieve the standard target of 2.
sewtes & UTS which achleved the TFR target ure: Kerala, Tamilnady, Delhi,

Goa, Nagaland, Andaman und Nicobar Island, Chandigurh and Pondichery.

Suntes and LUITe which are striving 1o achigve the largel are: Andhrs Pradesh,
gamataka, Mahatashtra, Orissi, Punjab, West Bengal, Himachal Pradest,
Ariinachal Pradesh, Manipur, Sikkim, Daman and Div and Lakshadweep, The
TFRin {hese regions ranges between 2.4 to 2.8.

Quates which are far away from the large! are: Bilmr, Madhys Prudesh,

justhan and Uttar Pradesh. The TFR mites of these stutes are 4.5, 3.9, 4.2 and '
4.7 respectively. These secount for 35.6 per cent of the population of the country, .
OCCUPATIONAL CLASSIFICATION OF POPULATION *

According 10 census 2001, 58.4 per cent of the totl workers in the couniry
gre engaged as cullivators and agricultural [abourers and this has gone dow o
54.6in2011. About 4 per cent of thein are working in household industries which
has gone down marginally 10 3.8 in 201 1., while 37.52 per cent arc employed in
ather indusines and this has gone up to 41.6 in 2011, Incidenially, out of these
17.25 per cent, o larger pottion arc engaged in agriculiure related industries
Thius they are indirectly related in the agricultural sector itsedl, This scenano in
2001 remained almost the same in 2011 alvo.

Table 5.6 indicates the economic sctivity and cstegory of workers in 2011,

Table 5.6
Economip Acitvity and Caregory of Workers (J01])

Category 2001 Censns Rural Urban Tetal

1. ‘Total Populstion: 688 k) e 100.0
2 Total Workers: 70.5 87.6 752
3. Marginal Workers: 25 124 248
4 Main Workers 292 8.38 3130
(a) Cultivators 3340 28 46
(b} Agricultural Labourars: 393 55 W0
fc) Household Industry Workers 14 480 180
(d) Other Worker: 243 969 416

At the individual level, the dependence on agricultire is very high in some
States. For example, in Bihar, nearly 78 per cent of the total workers are engnged
directly in agriculture. 30 per cent of them are cultivators, and 48 per cent ure
lundless agricultural labourers, In Chuttisgarh, 45 per cent of the total workers are



=

Alb m—e Indig
vutnyasoes, while while 32 per cent une working as agricultural fuhy Inhg
Priadesh the numbers as cultivitors and sgricultum! labourers are 4 Pt‘rcfh:ih""
<3 per cemt mspefﬂuely, Hig_hﬂil percentage uf“w'hm engiged ag claliiy g
i Himachal Prsdesh recording 65.56 pet cent; while the lowey Ty,
been roconded in Kerala in whichit is barely 7.19 percent. Regarding gricy by
labours, the highest perventage is in Bihar (48 per cent) aqg the 1.
percentage 1s recorded in Arunachal Pradesh 3.94 per cem Wey,
. jab, West Bengal and Tamilnadu have succeediy lare
maﬂimﬁﬁ o rm-:nﬂcuttm! Hﬁ\‘iﬁﬁ.f\t?ﬂl‘ﬂii}lg lo HJUT}:I:’ i
only 23.36 per cent of Kernla's toral workers are engaged in agricultuyre. I
it is 3%.36 per cent 1o wesi Bengal it 15:43.94 per cent and in T“”nmmﬁ
percentage engnged in agriculmre has been n-:t:nn:l:ﬂd 45 49.55 pep ceny ;|
almost 50 per cent. However, in 201 ] the above smmmnhasnmgjnmy rh%d
THEORY OF DEMORGRAPHIC TRANSITION

An analysis of figures relating to growth of population in Indja revels g
the population in the country has incréased to fantastic fevel during the toy
of 20th century. Though the level of population wae more or Jess SHle 1) |y
(the year of *Great Divide), it increased in leaps and bounds afterivards, Bl
powth after independence i4 mther phenametal, me 361 miltion is 1951, g
populntion of India has gone upto 1027 millien 10 Just 50 yeary cayy
population explosion. What are the causes for this CNGIMOuS growsy, al
papulation during the second hall of 20th century?

Demographers stute that India is now passing through the Secong Stesp of
Demagraphic Transition, and us such, it is bound 10 have EROMMIOUS griw, o
population. Demographic transition 1ells about the relatjonship betweps the
Inrthmte and the death-rte of the country and (he consequent net K tease of
dexrease in population. Fursther, the demographers indicate the role of B Nomig
develupment in increasing the population or decreasing it, due 1o VErit oy
the hirtb-rate and death-rare of rhe people in different stages of CCOnmie
development. Tet us study about the theory of demographic IaRSition in dygg)

First Stage: According to demographic theory. in first stage, the SCOnymy
would be ot the primitive and agranian level when were would be high deuthemte
and also high birth-rate. High death-rte, during this stage, would he due par
diet, prevalence of muasy types of diseases in an epidemic. form, nbsence of
medical belp, poor progress in sciences and lack of schentific cure for i ey
und aiso the attrude of the people. In such a singe of society, though thene
Would be ugh birtherute, the population would be controlled by high death rae
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T Second Stage: In the second of demographic trans;
Birth-rate, bt lesxer deaih-rate, Due (o sconomic mﬂtﬁ;xui ':ilgl}
: ! o

c&mﬂﬁﬂl‘l and scientific kl'liﬂWIﬂdgt.‘, iy disesses would ;
Developments in the field of science, surgery and m:z:: mﬁ ‘:.:,::;cf
controlling of curing the discases; consequently, the death-rate will get reduc ,,:
We know that the introduction of Penicillin, Mycin and Sulfa drugs and other
life-saving medicines and also fantastic advancement in surgery, like open-hean
and also transplanting of kidneys elc., have enabled the diseases 10 be
fought effectively and efficiently and death-rate has been reduced and
controlled in our country. Birth-rate remuining at the same level, and reduction in
death-rate, couse rapid (ncrease in population, leading to population explosion.
Indiy is nOW passing through this stage of demographic transition. We have
effectively reduced the death-rate; but not birth-rate.

Third Stage: Only in the third stage of demographic transition, the birth-rate
will alsp be reduced due to industrialization, arbanization, awareness of family
plAnNING Programmes, wise parenthood, extended economic roles for women
outside their homes, and the consciousness of small family norms and higher
ctandard of [ife, etc. Thus, in the third stage, the birth and death mtes will become
amall Advanced countries of the world are in the third siagoe of demographic
gansition, The pertinent guestion is how long will it take for & country 0 move
from second stage to third stage of demographic transition, so that it may not the
time depends n S0 many fectors. 1t depends on the initial hirth-rate, the rate of
ecinomic progress, the types of education, social-change, cultural und religious
sttitude of the people und policies of the govemment. This time factor will very
from country 1o country. In western countries, it o6k nearly 30 10 40 years for
maintaining more or less an cquilibeium between birth-rate und death-rite,

Ii is evident Ut Imlin has crosged the first and it is now in the second stage
of Demographic trausition with higher birth-rates and lower death-rates and hence
indin is over-populited,

In the first decade of 20th century (1901-1910), the annual birth-rate of India
wass 49.2 per 1000 of population and annual death-rate was 42.6 per | JHH, feading
wo natural increase of 6.6 per thousand. In the seventh decade of 20th century
(1971-80), the arinual birth-rate was 37.2 per thousand and death-rate 15.0
contributing to an increase of 22.2 per thousand. During the period 1981 10 1991,
the annual birth-rate wai 29.0 per thousand and death-rate 10.0 leading 10 an
incrense of 19.0. Inthe closing decade of 20th century, Le., from 1991 t0 2000, the
birth rute declined to 25.8 per thousand, and death rate B.5 per thousand |eading
to an overall inorease of 17.3.

in ol years, the rural birth rate wis higher than the urban birth mte. So also,
rural death rate was higher than the urban death rate, This is due to the fact thit
urhan areas command more medical facilities.

|_1
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POPULATION PROBLEM IN INDIA =

The pupulation snd economic dwtiopmqﬂ are closely related, as
depends on the former. Abnormal size and increase in population legg |, lhe
problem of food scurcity and equitable supply of food to the millions ¢ redy
the growth of natiotial income and per capita income returding the gmnun:‘
growth of the nation. Rising populaion leads to various types of mmwumm‘
problems and the burden of unproductive consumers has 1o be bame in lh:
ecanomy. The prablem of increasing births demands higher expendityre bY the
Government for medicul care, education, housing, clothing etc. All these factyp,
urge the necessity of reducing the birth rate in India. A large population by itseyy
may not be & big problem for the economy to tackle, provided the fYmbey i,
maintained a1 the same level for & fairly long period. But the probleg, i
aggravated and warsencd by the rate &t which the populution InGreases ever,
year-an nlarming increase of 10 million every year. In India, a baby is humm.ﬂ}
1.5 feconds, causing a baby boom and demanding an exira supply of 12 gy
million quintals of food every year, 25 lukhs of houses, 200 million meters of choty,
1.2 Inkhs schools and 3 lakhs of teachers.

Hence, the population of India presents the Jollowing prablems:
(i) The population in our country is very large;
() The rate of increase of population is very high:
(i) Even the existing population could not maintsin a decent
standard of living and they are in abject poverty,
(iv) Effortsof planning end developments are completely nullified by 1,
in creasing population; and '

(V) How tocontrol the increusing number and cater 1o the needs of (he
nuniber?

In this connection there had been a controversy whether India is over
populated o not. It had been contended that Indis is a vast country with plenty
of natwral resources which could have been properly exploited. It was Begyied
that if al} the reasources were fully utilized, Indin could muintain even nl
populstion in better comfort, In other words, it was believed that the population
of India hud not exceeded the optimum limit, and the fallure of the govemmet jg
properly utilize the resources had been covered by the over-populstion stigma. i
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i$ unnecessary to discuss this, as the population hsd resclied and excteded the
optimum level, Applying Malthusian test, India is over populnted. The ruce
between food and population in the 201k century had been badly lost by food.
Concrete illustrations may be cited. During 15 years of planning fromy 195 -65, the
output of foodgrains increased by 55 per cont. During the same period. the
population increased by only 33 per cent. In spite of this. an anrual wiprt ol 30
lukh tons of foodgrains were made. But the price of foodgrains recorded un
increase owing to rise in demand for food arising from high income elasticity of
demand for food, Clearly, we could not restore s balance between population and
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an led to the increases in the peteentage of ::Ln;::vfluc?: r-:uilhuu "
Naw, forests, pastures and dricr regions have all been brought unge; u;hk wres,
Increase in sub-division and fragmentation of holdings, | ot plough.
of landless labourers, etc., are clear indications of phenomena) | nummiber
popalation over the country's resources, ihcrease in the

Remedinl Measures
Many methods suggesied for solving the popufation prablems are-

(1) Migration: (2) Redistribution; (3) Economic development: and (4)
planning through effective population policy, Ffumily
1. Migration |

This solution has only historical importance and in the present day, this
cannot be prescribed as an effective method. Many Europesn countries solved
the problem of over-population in the middle ages and afler, through migration to
foreign countries like U.S. A, Canada and South America. There waseven migra-
tion from India 10 Ceylon, Burma and the East Indies in those days. Buf nows-
days the high cost of transponation, difficulties of language and customs, and
the stringent immigration laws, growing naional feeling eic,, prevent Indisns
from moving to foreign lands and permanently settling down there.

2. Redistribution

Redigribution of population between thickly und thinly-populated regions
of India is also suggested as one of the measures 1o wekle the population
problem in & humble way. The distribution does not offer a direct solution
because the total number will remain the same. But this mav create econamic and
sociological changes which may have some Influence on the populetion, The
density of population in India according (o 2001 census has been estimated af
324 persons per 5. km; but the density vories from Sue 10 State. Kerala, West
Bengal, Bihar, Madhya Pradesh, Rajasthan, Assam, Cujang, Orizss, Kanatuke,
Muhurashirs and Andhra Pradesh have low densities of popuolation. Poor
economic development and urbanization in these States huve contribuied to low
dengity, The effon in the Fourth Frve-year plan of develop the hackward districts
is the right step 1o halt the regiona] imbalance and also o create an atmosphere
for mobility of population to these nreas. This would cremte emplovmem
opportunities for many, and the potentialities of undeveloped regions might be
fully exploired, leading to n better standard of living. Better life, spread of
education, urbanization, ete,, would go u long way to check the rising
papulation. In this connection, it should not be misunderstond tha high density
of population is 3 sign of economic progress. Density of population indicates
only man-lund ratio, The high density of pepulntion in kolkars, Mumbai and
other importint <ities is not an indication of high standurd of life in these cities,
Economic development may lead w higher density of population, bul the
cumverse in not true. Better standard of life depends an how the resources are

L
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wtilized through indusrtialization and modern technology, The dennity o
populnion of Japan is more thisn douhle the demity of populuion in Indin. Thoyy,
industrialization snd technology, Japan is able to malntain o higher stundirg .,
living. In the case of 1,5, A, the higher standard of iving is mainly due w fuvouryy,
man-land ratio and the higher stage of ecunomic development schioved,

3. Economic Development

The only best method of solving vur aver-populution problem iy gy o
economic development. literacy, ignompee, old customs, beliefs and paveny
wre the obstacles in effectively solving the problems, The pour should be muygg,
o realize that their poverty in removable and they can enjoy & better standary
life by hard work: Women's educatiun goes # Jung way 1o reduce the probe,
A rinimums nutional stsndard should be assured to all through ecunumic PrCrey,
Food, clothing, housing, employment and education have a dirset bearing on i,
§i2e uf the fumilics, In Europe, it was found that u rise in the standard of living w,,
sccompanicd by o fall in the birth-rawe

4. Population policy and Family Planning

Fopulution policy may be defined us 4 policy formulated and implememst by
the government with the principal object of reducing the rate of growih of
population through redugtion in the rte of fertility. This can be achieved by
(1) mioral, (3i) legal, (iii) contraceptual; and (v clinical methisds.

(i) Morul. Family planning or Linvited fumiliel i achieved tirough limiting the
number of births in each family by moral restraint, postponement of mirriggy
raising the age of murringe und celibacy. This vuluntiry meothod Catlled
‘Brshmicharya’ is advocated us the best method from ancient davs. Mahitn,
Gandhi, Catholic institutions, and erilightened penple have hessed this miethaod,
but in modemn days, this cannot be udvocaled as a pupidation palicy uf e
Government, because of the endogenous factors which vannot be operated from
without. The endogenous factors are social sttitudes 1owards women and
farmilies which are closely reluied 0 the social behuviour of the Individuat
Further, this voluntary moral restraint cannol be practised by common mes
Hence, the exagenous fuctors have 10 be operated o limit 1he familics.

(it) Legal- The Governmient, in order 1o reduce the petiod of fertility und 1y
theck the rising population, hes 1aken Up many statulory measures vis
prohibiting child marriage, increasing the age of marringe of 1 8in the case of gy
and 1o 21 in the case of boys. The Government of Indiz has legalized *wharions
:fi‘_ﬁum the number of births, if fumily planning methods adopted by the couple
i
(i) Contracaprual Mothods: The Governmient has been making ¢fforts to
spread the message of family plenning snd the knowledge of contraceptive
methods. All availability medis of adventisement hitve been widely wied 1o
educate the masses in creating limited family consciousnesy. Supply of

|
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contraceptives and oral drugs 10 rural areas has been taken up . _
ol ing centres. through family i

(iv) Clinical Methods: Clinical methods prevent births on a permenent basis,
while the previous ones avaid the occurrence of pregnancies. Stenlizanon can be
effected either on male of female b surgical operations. ln order W encoursge
people 1o take up 1o sterilization, many sterilization camps have been orgamazed
in the rural arcas incentives are given 1o persans who successfully rake upto
famnily planning |

Tnﬁmm,ﬁupﬂﬂinuplmningismi:rnid-thmdum It cannot be achijeved
mmmfmﬁngthcnﬁmﬂ:uﬁh: people. In 2 country where there is mass
illiteracy, poverty and superstition, it isreally n stupendous sk 10 bring home o
the minds of the people the messagies “Children by choice and not by chance™

POPULATION POLICY OF INDIA (1976)

The Government of India announced its Population policy caApril 16, 1976,
with a view 1o tackle effectively the population explosion in the country and also
1o formulate nniform messures and norms in all States of the country. The safiem
features of population policy are as follows:

1. Rﬁﬁnglheménimummnfnmﬁlgt-bythjm:.mi.c..ﬁmn1iyurimlﬂ
years for girls, and from 18 years to 21 years for boys.

2 There will be no central legislation for compulsory sterilizetion and itis left 10
the States 1o huve their own legislation if they feel necessary

3 The lireitation will be oniy after three children which will be uniformly appli
cable toall bdian citizens without distinction of caste, creed or communny,

4, Repmseniation for States in the Lok Sabha will be Linked 10 the population
of 1971 census and redustion in population of the Swtes will st resulr in
reduction of the number of seats in the Parlmment. This will be for anuther
25 years to came. This means that the representation of the people in the
parliament would be frozen on the busis of the 197) censustill A.D. 2001

5 Similarly, plan assissance to Suiie will be linked o the 1971 popularion jevel
for the next 25 years.

£ Increase in monetary compensution for sterilization and group incentives
are among the measures snnaunced by the Ceniral Governmient

‘Let us discuss in deétail the package of measures conempluied under
National population policy, of [976.

Raising the Minimum Age of Marriage

Iy was pointed oot that the population of Indiy bl crossed 600th mullion mark
on | January 1976, and it is now raising at the rate of well over one million per
month. We know that population Kad reached one billion by Janwarv 1, 20004 12

Henee, the first step envisaged in the ‘package’ was raising the minimum age
of marringe for boys and girls.
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d eting Child ® farriage Restraint Act ipopulary known ag g,
hizﬁi@mi: had been fixed at 15 for girls and 1R for boyy ?‘::
Bt et amendad and the age of marringe raisal to 18 for garly and 21 for b,
Forthet, offences under this lww would be made cognisable by un office. 1:‘
Relow the rsnk of a Sub-Divisional Mug.ism'ite o ensure (1s l.'[T:':'“.it
umplemenmation. The question of making registration of Marikges compy; oy
wxs heing considersid _

The poliev of raising the minimum age of marringe would not only by, ,
demonsirshle demographic impact, bul would also lead 0 respony |y,
perenthood and heip the health of the mother snd child,

Limking Represeatation in the Lok Sabba on 1971 population
The linking of Central assistance to the 1971 populntion jevel had boy,

proposed 1o provide incentives for State Gevermumens (o ﬁﬁhﬁ*ﬁ'rl_\' impleiiey
farnily planning progmammes Under the existing formula, 60 per cent of playy
essisunce was belng given on this basis of populazion. and for this purposs g,
peoulation fgires of 1971 would be taken inta aezournit tor the next 25 vean Ty,
hatance of 40 ser cent was given on four heads and thereafher o fifth heud wiyy
be included. Eight per cent of Central nssistance would be specifically enrmackey
againsl performance in family planning.

The linking of the representation in the Lok Sabha, und uf cotirnl hasiztingy
10 the Stres to the populstion of 1971 was long overdue, as sume Mates hyy
been persistently dragging thelr feet in implementing the Tamily Planning
programmes, while the others that were making excellent progress wer
cupressing fears that their very efficiency might place them at 4 disadviiniage

Increase in Mooetary Compensation for sterilization and group incentives

The mopetary compensation for steritization would be mised under the new
polics o Rs, 150 per hesd if performed with two living children or less. R 100 per
head if perfisrmed with three living children and Rs. 70 per head if performed wiy
four or more children. This would inciude the money puyable 10 individug)
scceptors, &5 well as others charges like drugs, dressing, ete. This would be
effiectve from May 1. 1976,

In addition to individual compensation, group Incentives were propased to
mutke family planning & mass movement. These incentives would be introduged
for the medical profession, for Zilla and Panchayat Sumitis, for teachers g
virious leyels, for Co-operative societies and for labour in the organised sector,

To secure greater involvement of voluntary sgencies in the programme, i
was proposed to alfow full rehate in income-tax assessmen! for amounts given as
donations, for family plasning to Government local bodies or any registensd
voluntary organisation approved for this purpose,

The policy also sough! to make necessary changes in the service and
conduct rule of Central Government employces to make them sdopi the small
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F""_ iy norm. All the ministries and departments of the Goverrunent ot the Centre
digd in the Staes would be reguired to ke up, a5 an integral part of their normal
o (he motivation of citizens to adop! responsible reproductive behsviour

Under the population policy, special measures wuould be taken up 1o raise the
jevels of fernple education. as it had been noticed that whereyer female literacy
improved. fereiliny diopped elmost automatically, Similarly, high pronty wollld be
given1o child nutrition, s high infam mocuslity and morbidity had & direct impact

The peckage of measunes cantained in the policy was expected 1o achieve the
rargered reduction in birth rate from an estimated 33 per thousand in the
peginning 0F the Fifth Plan 1o 25 per thousand at the end of the Sixth Plas,
A ilowing for steady decline in death rute. the policy was expected 16 bring down
{he growth mte of population from the present level of 2 per cent to 1.4 per cen)
by 1984, seeording to the population policy, 1976.

The National Health Policy: 1983

The Nitional Health Policy approved by Parliament in 1983 was commitied 1o
achieving the goals of Health fos sl the people by the year 2000 AD and a "Net
Rﬂmdu::tinn Rate of Unity by the Year 2000 AD",

in specifis terins, ihése goals were to be attained by schieving the following
mrgets by 2000 AD:

i) Birth Rate: 21 per thousand (i) Death Rare. 9 per thousand (1if) infant
marality rare: Below 60 per thousand live births, (iv) Effective Couple
Pratection Rare: 60 per cent (vl Life expectancy ai Birth 64 years,

NATIONAL POPULATION POLICY 2000

The Government of Indin adopied the new National population peticy on
| Sth February 2000 witha view 1o encourage the two-child norm snd 1o sinbilise
the population by 2046 AD. The salient features of the new Popalation Policy of
2000 are as follows:

Al the outset, the government decided that the freeze on Lok Sabha seats
impased s per the 42nd Constitutionsl Amendmen with [971 census as the
Hagis for deciding the number of seats which is valid up 10 2001 s being extended
(il 2026, This is being dane to protect the interest of Suue which have followed
the small family nomms effectively and also to prevent the States frum getung
muore Lok Sabha seats by notadopling small family norms effectively.

The nationa! Population palicy listed the following measures 1o achieve a
sahie population by 2046

|. Reduction of infant mortlity rate below 30 per 1000 live births,

3 Reduction of matemal mortality rate below 100 per 1,00,000 live births.

1 Universal immunisation,

4 To achisve 80 per cent delivenies in regular dispensaries, hospitals und

medical nsiitutions with rained staff
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5 Avcess (o Intimiation, contalning AIDS, prevention and “m
O ey

municnble diseuses,
6, Incentive to ndopt iwa-ahild smnll fiusily norm.
Tueliines for sale abortions 10 be increased.
i Strict enforcement of Child Marringes Restraint Act ypg Pre.y
Dingnostic Techniques Act, oty
% Ralsing the age of nurriuge of girls preferably 10 20 years or More.
100 A special rewand for womgn who muwry nﬂFr 21 and opt for & ¢
imethod of contmeeption afler the second child. STt ing

L1 Hesith insumnce cover [or those below the poverty line whe
sterilisation-afler having two childrn, hdery,

12 The nppointoent of & National Commission on populition 1o be

by the Prime Minister (o momitor the implementation ofmplduimhaﬁ'“
This is being done 10 impress upon the nntion the uIgEnCy of E: ey,

attention to the problems of control of population. Since Inm.ﬂ
alteady crossed the mark of ong billion, the ¢ffort of the Nationg| Populay
Policy is to limit to 1,100 million by the year 2010 by'inmn;iﬁring i tioy
planning mensures, e

The Government hopes 1o achieve the objective of tion. i
By 2064 A1, Critics, however, feel that the new mpulmiﬁﬁ;ﬁ;q mﬂ:ﬁﬁ%
biteclity of fwmmily limitation on “Women”. The policy has been very ,;.-;m.mufr
male participstion. The policy motivates only women (o accepl fernting m'—'lhc:i

of contiuseption after the second child. It would have been fair, had the pol|
alzo provided similar incentives for “men”™ for sterifisation after the second ﬁhiM

FAMILY PLANNING PROGRAMME AND PROGRESS IN I\ Dig

In an over-populited country like India, the importance of family plasy
programmies teed not be over-emphasised as an ingt riement of um;ﬁ
irensformaion und a woel of ecanomic planning: Over-population of the coun >
hu&rrmu}_lud in the widespread prevalence of corruption, immaoraility and "
social evily, leading 1o u miserable fall in humin values and moral standards, Op
ccnm:nfu grounds too, family planning programme 15 more impcﬁtiw: and
-::nmpc{hug. According o Spengler. & tountry requires und myvestment of 4
cent of its nutional income to maintam the existing standurd of lving. if il nu-_r-.p::
Its population o increase by one per cent per annum fm 11 QW country wtm:-
the population increases at the rate of 2.5 per cent per shnum, we have i;; ma-a;
1 D.p-_r:r cent of our nationyl income even to maintain the present poor standird of
fiving, Mllnurcﬂmmmin plisnning would fall flit 1o a miserable tulure, if economi
glunn_ir.lg is not well co-ordinated with population platining. M.C. Chagln was
n;_,_l,h[ m saying thint “our progness would he like wﬁtiﬁg on sand with the waves

ef population growth washing pway sl that we have wnitten™.
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adoprt Tl phtining '
gt refialiun ! I'he progrmime: 15 fmpletmened by ihe Stute Ciovernmet|
. | frumuiil) siptince of the Centre, The Central I-tuﬁ\h' PMlanming
Cunneil advires on famity-planning nt ihe matiomal lovel. A l'II.IJI'lh-‘.'I‘ ol central
commiliees, like the Rescarch cn-ordinittion Commitee, have mn.m {0 5t d
e progessm of the research programmes. Voluntary orgaisalivng aml J'.uI 4
mudical practitioners ancalso drufted Tor service to make full use "r-;he m.j::; n:ll:

with thic tul

resanifees
Flnnnenl Outlay in Plins for Fumily Plannbsg
[ie Ciovernmient was alive to the K prilint
_ \ ; problen ol avers 1 s
:'I'glﬂ- Im:il‘ ihe firsl Fivesvear Plun onwards and Fumiﬁl’lqu: “;lm;mmumm
" n:; n:m an qu_g;rnl purt f""r Five-Yeur Plans of the country I_'I{?Wfr‘:l" ;,_mg
ity exponditurs durmg the [t three plans were w..n modd rerbn
131?.;' V was _mmnl_\t chinical In. nsure by those who u,gh- R
ating 1 Bamilylimitations of their own fecord. From F:um.lt :Iﬁﬂ e
: . ’ . plan omwarnds the
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Fami FITIn:ning programmies received grealer emphasis snd attention gng
ﬁx?n}? of finunce. Now, it has become & multi-dimensional palicy which il'h'-'h:]d:
not only birth-control, but dlso child care, pre-natul care und POSNNG cary g
welfire of mothers, cte. The programime now gives services relating 1, 1*=’tlu,‘
nutrition, education and also motivating the eligible couples by Meany o
dissesmination of knowledge and also extending incentives. The programm
introduced very valuable, though inadequate, infrastructure Jp_lhe form of Fp
Centres in cities snd villages with necessary equipment, [acilities and PeTan,
counselling, besides training und research.

In the Fourth Five-Year Plan, & sum of Rs, 315 crores was spent fo, i
programmes. In the Fifth Five-Yeur Plan, the total eatpcndm_w was Rs. ﬂilt‘;
crores which exceeded the original allocation of funds. The Sixth Five- Vi, Pl
had spent u sum ol Rs. 1010 crores in total; ullocating Rs. 687 crores for Ser, icx,
and supplies; 8.80 crores for Training 11,50 crores for Research and Bvaluaijgp
12 erores for Mass Media and Education; 25030 crores for Matemiity ang child
heaith; 19.50 crores for Organization; und Rs. 0.20. Crores for Indian p"F"hﬂum
Project (JPP). The Seventh Plan allocated & sum of Rs. 3256 crores with a gy o
protecting 42 per cent of eligible couples. In the Eighth Plan, emphasiy g begy
given for restricting the population by bringing down the birth-rate from 249 her
thousund persons 1o 26.0 per thousand by 1997. A Sum of Re 6,500 Clures I:QF
family welfire and populstion control durlng this plan had been allotied whigj,
was just 1.5 per cent of the total resources of the plan,

The Ninth Plan made a provision of 15,120 crores of rupees for Fium
planning and welfare. This amount was 1.8 per cent of the 1ot pluy omlay, The
Tenth Plan has made u provision of Rs. 27,125 crotes, £2. 1 7 per cent of the oy
plan outlay for fansily welfare. The Tenth Plan has targeted w redice cnyde birth
rate from the level 25.8 per thousand in 2000 to 21 by the year 2007 For this jioa|
1o he achieved, the total fertility rute will be brought down from the curvent lervel
0f3.2 0 2.3 by 2007. Infant mortality rate will be reduced from the curment leve] of
68 to 45 by 2007. Tenth plan hopes 1o restrict the growth of populistion betwesn
2001-2011 10 16.2 per cent. In other words, this implies that by 2011, poplution of
india will be around 1,193 million. The Registrar General of Indis prarects Indis's
population in 2016 at 1,264 million.

The massive expenditure on family planning cannot be considered us waste,
though the achievements were very miagre. In almost all Elanning periods, the
targets could not be achieved. The main failure wus in mecting the target in
respect of couples protected by family planning. The age of murriage continues
10 be low, perhaps lower than what is legally preseribed. The reduction of Birth-
rate targets could not be actueved, The papulation control as 4 movement Has

not resched every nook and comer of the country, Public emhusinsm i¢ very
much lucking and community participstion is rather poor. However, the Programmne
has created some awareness in some States and in urbun areas.
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Human Rosources & Populntion Problem 3.27
CAUSES OF FAILURE OF POPULATION CONTROL POLICY

AND
DRAWBACKS OF FAMILY PLANNING PROGRAMME
[nclin wits the [irst country in the world to have a government-level programme

of fumily planning and populution cantrol. In apite of massive expenditure and
also continuous effort to comrol the .;H.'rpulntlﬂn, through family welfare and
planning measures, the fmpact is very minimal and they have touched only 1he
periphery of the problem. What are the causes for the failures?

(., The family Planning programme suffers from serious defect of pogr man

agement. The umount spent has never reached even 2 per cent of the total

development outlay. India is 4 vast country with different culiures and
beliefs, The FP measures cannot be considered as merely & medical aetivity.,

It is a social and national activity.

2 There is lack of consensus of gonls to be achieved, The cultural gaps
petween rural and urban people cuuse n great impediment st the ficld-level
implementation of the programme, particularly in rural areas, Population
control is a literacy-ferility nexus programme, There is deplorable desrth of
leadership in rural areas and we can as well soy that there is lendership
vacuim af the social level.

3. In our country, the mujority of people live in rural aress and most of them
are ignoront and illiterate to understand the full dimension of this alarming
pupulation problem. Most of the people in rural arens consider this as &
government activity and also a medical sotivity, Poor leadership at the
villoge level und Inck of multi-disciplinary approsch hinder the progress.

4 Politicians and political lesders of our country are least bothered about the
population problem and effective control of the same. On the other hand,
their field-level sctivity of cresting *Vote-Bank” runs counter to the
population policy of the country.

5. Asihere is no proper leadership for this programme, the feed-back of the
prablems met with at the field-level Is rather much Incking.

6. Democmcy and Secularism in our country sre much maligned concepis m
the hands of self-contred and power-seeking politicians. Hence. no
prublem is viewed st the national perspective nnd everything is viewed
with religious snd communal bias. Hence, the concepts of control of
population, small-family norms and better econgmic benefits, ete., do not
percolute, nor sllowed 1o percalnte the so called minority communities in
the country. In demoemacy, any group can capture power by sheer nunibers
nnd this happens 1o be the motive of politicians, Their socinl and legisintive
nctivilies are mostly confined (o the vivisection of the society, ruther than
unification of the society. These actvities mn counter to the population policy.

7. Most of the Indinn households are very poor and they cannot ndopt fumily
planning measures as a continuous procesy, Poor rusal families would al

—
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5.28 Indian g,

ways think n terms of chidren who would help the i their farn g -
activities 10 nugment the income of the families. &

8 The problem has great relationship with women education, A 1 fr
general education, instructions celating 1o maternal and chilg Carg ;}“"
family planning should be impurted 45 an integral part of the uurﬁcuh;#
besides adult female-lireracy campaign. This effort has not been gy, 1)
bigger way, and in an effective manner. X

9. Further, theee is inndequacy of populution research in our country, There
no mechanism  transmit the results of research  the policy-ark e,y ua;.;
legislators, There are many unanswered questions in the fie)g o1
population control and family planning; (a) Why is it the marringe e o
females does nol rise, inspite of increase in female literacy? (b) W,
married women do not avail the many fiscilities for ACquiring liItr“yT-,
(¢} Why do many eligible couples in rural areas fail to svail the Fp facilitge,
extended (o them? (d) What sort of inducement will make the minjority o
eligible couples adopt small-fumily norms? (¢) Many social and eCom;
benefits are extended 1o poorer sections of the society ~ Hove they eslieg
in adopting small-family nomis or otherwise? () 1s not allowing Polygam,
in some sections of the society act against the population control policy gf
the nation? ete, Genuine reformers and paliticiang tng
research organizations should find out answers by means of effectivg
research for these problems,

SUGGESTIONS FOR EFFECTIVE IMPLEMENTATION OF
FAMILY PLANNING PROGRAMME

I Higher incentives should be considered to couples who maintaiy the

number of children at the stipulnted level, and matemity benefits to female

to whichever religion of community they may belong should be completely

stopped, if the number of children is not maintained ar the stipulated love]

= Ageof marriage for men and women should he considerably mised pny

beyond this age, bachelors and spinsters should be given incentivey (;
enthuse further postponement of marriage,

3. The pragramme should be effectively carried oot in minority COTTITILLT (g
too, who generally do not prefer family limitation for obvious réssons. In
this connection, enforcing uniform civil code, Bigamy Act for ail I ndian
citizens and altogether prohibiting any type of ruse, politicel or religious
towards incrensing the number of people in the family musi be wrictly
observed.

¢ Effective mass education, particularly for women In rural areas, should be
attempted. Compulsion should be avoided. Pursuation and 1e gislative
measurers alone would prove effective,

3. Economic upliftment ig the ultimate answer for sll family planning

- problems.
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Review Questions
Sevthon - A
When was the first regular Consis taken in lndia? ’
When was the Last Census taken for the present Contury?
What was the population of India acconding to the first Censs of diix Century?
Whtt wes the redeenting foature of 2011 Census?

Which yotr has been called the = Year of the Groat Divide™! Why it Is calied 1ike
thai?

What b the denmsity of popilation of Indin according to lntest Conaus figures)

What were the decadal growth mite of population in Tamilnadi. Kemin, Kamatnkn
aivd Andhia Pradesh necording to the latest Consus Nigures?

What is the population of Tamilnado sccording to 2011 consus?
What i the density of population of Tamilnadu in 201) census?
Section - B
What is meant by Density of population? What are the causes (or inler-ginte
differences in densitics?
What ks the exact popualation problem in Lndin?
Why &5 bnchim over-populuted?
What arc the measures undertaken 10 solve population problem in India?
What is et by Family Planning programme?
What is your suggestion 1o redice the populstion of Indin?
Make 3 briel assessment of financial outlny in the family platning programme.
Make & bonef note on the literacy level in India
Whal are the finding of literacy level in India in 2011 census?
Section - €

Analyse the corsequences ol rapid increase in population in underdeveloped
countnes.

Analyse the sze and growth of population of Indin afler independence.

What is et by Desmogruphic Transition? Explain and wnalyse this with reference
1o India.

Disciss about the population policy of India.

What are the causes for the faiture of Family Planning Programme in Tndia? What
sugpestions do you offer for better implementation of FP prograummes.
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wholesale businessmi, it {5 the sientific method of advertising snd iy
promotion. T the indusrialists of the country, It Iy the discovery of foragy
outlets for goods manufacturod. Thess aro only different phases of markenng

Far those who are concerned with agricultute, “Marketing is the performan
of all biaines= sctivitics involved in the fow of goods und services form e
point ol initial sgriculiral production ntil they are in the tunds of the ulimue
comumer™, The sty of agricultural tmrketing mehudes the study of Al sgensis
mvoived in the movement of firm-prodoce from the s 1o the fina consimen
und “the effecti-of such npertions on femiers, middlomen and consumens”.
Cumeepts wnd Features of Agriculturnl Marketing in India
Junt Hike industrinl commadities, o also gricultaral commodities find e
market, Fimdamentally, there is no difference between agrioultural burinss md
non-farm business, but some of the peculianities ani chametertstes of the oone
maks it diflereat from the lattér, Any business indicates production and mabetsg
forprofit. In Indis, ‘agriculture’ wis of n subsistence type and a way of Hife, rder
than, business. Even now; with the advent of the “Green Revolutioa’ m!
prodliction for 4 market, Indian agriculture continues to be of  subsiaenvetre
But in ndvanced forelgn economies ‘agricultural business’ has hecume
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Fuaml‘“ﬂ'n:."aﬂt wﬂﬂiﬁﬁwm for theit produce. In the yey,
actin for the purpase & lﬂﬂmmﬂmtn,wfmﬂ%

wratupan A farmer whe has to borrow heavily for growing
“ﬂmmm“ it in advance 5 that the sale of the produce sfier e

mﬁm s mere formality, In .ld-ﬂ._ﬂil?n 1 these, there is o repuly
arvest depression n the price ofall agricultur] commedities, Henos, mog

: by circumstances 1o 3ell their produce at the threshing

3, Long Chain of Middleween = The system of masrketing in India by sallel
wilh # long chain of priddlemen. There are vinous agencies that stand berwes
the cultivator and the ultimate consumer. The middiemen take away the fon's
share of Lhe price paid by the consumer. and consequently. the producerfames
pots & poor share of the prive. According to Syana, out the consumes’s moi
spent on different commodities, the middlemen’s share smownts 1o & give if
Tbile 26.1.

Thir shows that a large part of the consumer's rupee goes towans (¢
remuneration of intemediary agencies between the consumer and the produs
The nced it fo eliminate the functionless middlemen. .
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- Table 26.1
N Middlemen’s share in Marbeting
(o Maidlimens hare T |
Graped e 73.60
BOAEOSS 5172
Tuswioeo ge 4314
g 7,50
Rles + 3220
Wheat 31,50

& Unregulated Markets and MM'-!fﬂirlﬂ.M # The farmer
whe glls his produce in the market, cannot get the wholé price settled becuus
various deductions are made oul of the sale proceeds by the trader. As th
Mandis and unregulated murket are not subjected 1 any statutory control, the
farmers have 10 pay various market charges, long estublished by customer The
follewing 15 an necount of the unwanted charges deducted in the unregulate:
markets, taxes and tolls; commission; Erukcruge; handiing charges; weighmen
charges, charges Tor other services; charity, qualify allowsances; weight allowance
wemple charges; snmple; & quantity put upon for weighing the rest; village schoo
und milk for buyer’s children,

A great part of these cumulative charges hus to be borne by the

farmer. “The great abjection to the mareks charges Ties pot only in thei:

multipliciry but also in the fact that they are not clearly defined and specified”
To make things worse, many unwanted persons take market charges in kind. The
chowkidar, the sweeper, the water man and a horde of begears of ever:
description, all regarding themselves us emitled o a share of the farmeer's produce

5. Malpractices in the Market: Further, in the unregulated markets
malpractices are common as most of them do not have committees to control thes
activities. When disputes arise, there is no effective machinery to decide them |
animpartial manner. Naturally, the innocent farmers are invariably exploited b
middlemen by their malpractices. such as muanipulation of weights am
measurements, taking away samples without payment, negotiating the sales prics
under the cover of cloth, and speaking in dubious languages and notations
“Some of the practices prevailing in the mareki wmount W nothing less thar
common theft”. So, it i5 no wonder that the ryots prefer 1o sell in the village itsel
to the maney-lenders or to the itinerant buyer for whatever price they can ge
rather than face this appalling army of exploiters in the unregulaied market.

& Absence of Grading and Standardisation : A good system of agriculturs
marketing should ensure an adequate premium for superior over inferior produc:
and clean over dirty produce. Butin our country, till very recently no attempt wa:




s of the Agricultural Produce (Grading ang yy - Soriey
e oo BT Cied o 0u. 0 g e
But grading for T il butiesy SOROR SR oMt o, e Wt
s, Arecanuis, y TS B waﬁmubunmm.uw“u

:. s ; .
rqinnllmm_'“ factor 18 the necessity that all imde congnyg, g

on the basis of Government prescribed quality grades. Bup thiy ;, g
'y the contracts arc dome On the basis of trude numes an 1 o
"Mvmufm!ﬂm grades. Theretore, control has not been ghe . e
Go m;l"lil‘-l“‘l" which became difficult to settle in the event of 'ﬂhm.

7. Defective Preparation for Marketing and Adulteration - The femies
Indi-' pays little attention to proparing hus produce for the markes i Mm
care evei 1o clean the crops before it is brought to the murket, m“’m""‘“ﬂuh.,
ﬂu#ﬁmhmhﬁwww af every suge, [y ”d-"‘i““nluﬁu
freight is paid not only for transponting the produce but al_m for ""’“i‘ﬁﬂing-ﬁ;
and foreign maner. * The amount lost in paying ﬁﬂﬂht'un direet ang i o
cleaning alone mmounts to af least Rs. 3 lukhs per annum mt_h:m*trﬁr*m
Calcutts market alone”, Even worse than d:fmﬂt:c_prepmfmn for n "i‘lﬂingg
the deliberate practice of adulteration. In commodities suich as groundyg e
and tamurind, dumping fs offen resorted 10, in miﬂ 10, increase their oy
Superior rice is ndulterated with inferior rice, new rice is passed off a ol rice g

Supenor
clay balls are mixed with groundsuts. "It is 2 sad commentury an oy Miarkefing
methods that many people firmly believe, din and dishonesty (o be 3 ﬁlﬂ
proposition. It is still more unfortunate thist, as maters stand at PRESONL, 4 many

of these people are right™.
& Absence of Marketing Intelligence | An important nequisite of o R

system of agricultural marketing is the supply to the producers of BCCurale
mformation regarding the present and possible future trend of prices in diffenni
markets. Conditions at present are unsatisfactory. The producer has 1o depend
mostly on hearsay and the reports furnished by the rader-cums money-loader
who would rarely give correct information. Market guotations furttished in the
newspapens ane nol within the reach of the farmens us they are uneducated: The
quotations given through broadcasts by All-Indin Radio are hardly mtelligible
9. Absence of Storage Facillties ; Facilities available for stonng the foodgraim
and commereial crops are far from satisfactory. In most of the villages, the ryois
store their produce in pits and receptucles. Large losses in agricultural produces

—




 Agriculturl Marketing and Wareho 26.6
sre incurred ach year by dampness and dsmages by vermin, white ants, mts and
rodents. The loss s due 1o insufficient and defective storage facilities, It hus
een estimated that nearly 40,000 tous of rice are destroved by rats unnually.

1. Lack of Financial Facilities | Last but not the lesst, inadequate crodit
m‘ﬂwmhﬂbmwufﬂlh&&mm@wmaﬁ
gystem in India where the poor peasants ure under the firm grip of the
money-lenders.

Most of the dizfiects and malptactices in the market against the interest of 1l -
producet-seller can be temoved, and are being remaved, by the exercise of prop ¢
control over the markets. The Royal Commission on Agripulture, ssearly s 192
recommended the establishment of Regulated Markers o put an end to the
evil practices. Even before this,  lead was given by Barar in 1897 itself” Mar »
provinces passed the necessary leginlations on the fecommendations of 1l =
Royal Commission’ on’ Agriculture. In Madras, Regulated Markets we -
established in 1933 itself by passing the Commercial Crops Market Act, Whit 4
was lnter on repealed and in 1959, The Muadras Agricultaral Produce Markot 4 1
was passed, and many Regulated Murkets were established under this Act
Almost all the States at present have markefing regulations and establishy
Regulated Markets, The Directortte of Marketing and Inspection renders 1f +
necessary guidance and assistance 1o States in framing marketing legislation s
and its-enforcement.

Functions of Regulated Markets

The Regulnied Murkets ure administered by a Market Commirtee consistiy 4
of representatives of the producers, traders, local bodies, cooperatives and 1 2
Government, in short, it represents the interest of all. The Cammittoe fixes niark 4
charges and commission rates. 1t prevents unanthorised deductions. 1t ensures
correct weights and measures with licensed welghmen. The market committee 1
responsible for licensing of brakers, Commission ngents and also weighmen. o
case of disputes, the Market Committee Stiempts to settle the isspe by means uf
arbitration. For this purpose, the Committee wall have a sub-committee, for heiring
disputes and making arbitration. The Market Committee has the powers (o punish
the offenders. Besides, the furmer-producer is given all sorts of Tacilities in the
regulated market 1o dispose his produce at a fair price. This can be done either by
Open Action system, or Closed Bid Tender System.
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e with the price mude in the bId, he is g1 |
e famerin ot stsficd S UC L 5 aumuumwmmﬁmmﬁ‘“

desint from selling. He cu b ol chage, aid.again displny his comnongs °Y
the regulsiod madee S0 L e murkets have Morage fcilitie, give magye
e and alto advige on improved mgricultural praciigey "
mj'u::.m are given mximum apportunities and scope for Betting fyp,

grwwﬁrmﬂﬂmwm

' Plan, only 286 murk
nt of the First Five-year vlan, only 256 matkets o,
rgulaed n i A th endofhe Firsk P, 470 markets were el T,

: mmmwdmw‘“"“@m’“‘“' markets und u he
end of the Plan period, there were 715 regulated mﬂrhﬂ.t_ At the end of the Third
Plan, the figure reached 1012, At the beginning of the Eighth Plan, 6,217 mugj g,
had been regulnied in India out of 6,632 wholesale ussembling markets, By the
end of Marth 1993, the number of regulated murkets stood at 6836, By the eny| of
March 2005, the number of regulated markets were 7521,

Since 1988, an integrated scheme for the development of regulated markety 1
in operation. 1nder this infegrned scheme, reguluted markets are entitled 10 gy
Centrul Assistance. For this purpose, the misckets are clussified into Primgry
Rural Markets and Secondary Markets. The amount of centrl assistance depends
on the market arrivals of agricultural commadities in the markets. Funther, the
Eighth Plan aims at making reguluted marketing systerm as an instrument of fur)
regenertion by crenting effective “ruml infrastructure’, For achieving this, the
Eighth Plan provides the following :
fi) Rapid expansion of Regulated markets undertuken with & comprehensive

planning of linking the whole marketing system with primary markets of the
rural centres.

(it} Linkage will be established with major consuming centres so as to give
effective scope for expansion of primary centres,

(tii) More facilities of disseminating knowledge relating to market prices und
ulso grading the commodities, 0 as 1o make the producer-farmer qunlity
price conscitus; and pricing can be easily monitored in relution 1o grades.

fiv) Development of regulated markets in command areas where commercial
crops like cotion, tbacco, jute and other non-traditivtind crops are produced

and marketed in Lhe Jocal weekly markets.

rv) - Hihising the Regulmed markets by the Jocal Panchays sdministration for
ellective genemtion of *funds’ by levying market charges and surcharges
Fhus, the repulited markets an: expected to become the fulerum of famen’
productive sclivities
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Thi Government recognised the importanie of *grading snd stndardisation’
while passings the Agricultursl Produes (Grading and Marketing) Act in 1937,
[niiiily grading was introduced for homp and whacen. The Fimt Five Year Pla
recutiimendid compulsory yrding Tor expart ol conmadities like wool, lag, sheep

and goat skin, tuaned leather, cushewnuts,  pepper, ginger and atlsoeds, A)
wresenit, the Directorate of Marksting snd inapection enforces compulsory quality
gontral before export foras many ae 41 griculturul commodities,

I the Second Plun, grading was enforced not only for export jlems, but slso
for commodities intended for internal trade and the scheme started with the
graditig 0f ghee and vegerahle vilh.

With the setting up of the Central Quality Control Laborutory o Nagpur and
elght regional laborsturics. samples of important products are obtained from
markets and their propertics analysed, On this basis, grades ure drawn up and
authorsed packers arc issued AGMARK seals, (AGMARK s the abbreviation
of Agricultural Marketing), Commaodities gmded under AGMARK for internal |
consumption mclude vegetable nils, cream, butter, egg, rice, wheit, ana, pulses,
jaggery, honey, ground spices and eotton.

Seandard Weights and measurement

Tes put un end 1o the practice of false weights and measures in unregulated
markets, the Government passed the Standard Weights Acts as far back as in

1939 for the State Governments to model their legislations. The Central Govermment
adopted the metric System of Measures in 1958 and an Act to this effect was
in the Parlisment. The metric sysiem replaced all old systems ol weights
and measures and hiss introduced aniformity in this respect all over the country,
CO-OPERATIVE MARKETING

A good system of marketing should ensure the furmer u proper returm for his
labour to enable him to stay in his occupation and ulse 10 pssure the consumer
tht he pays no tmore than the fair price for the produce he buys. The agricultural
producer in most of the underdeveloped vountrics 1> generally & poor man. To
fight his poverty, two things are necessary, He just either improve his output
bath quiditatively and guantitatively or he must be enabled to get a farge share of
the final price paid by the consumer. This situstion cun be obtuined only if the
farmers sell their produce ol lectively through their own marketing co-operatives.
instend of selling individually in the private markets, Murketing co-operative is
ihe best form of marketing organisation. But in India, co-operative murketing
societics hiave not developed on the desired lines:

According to the Rurs! Credit Survey Committee, “out of the 75 districts
surveyed, in only 5 did the produce sold through co-operatives exceed one por
cent of the 1otal sales ol Moreover. if the cultivators want credit before orafie:
the harvest. the co-operatives are of little help or no help to them in most arcas™




_ =
o iy AW

il




LBl
"".‘f}l'gijhl:l!llﬂl
i - L




— Percontage of Farmery
. Now-vG-operative Chapngfy
o ! e
Exclusively Purtty
e T
Discourtesy of the Officials of
markering Socicties 7
Lack of quality Service at s -
muarketling socicty &
Preferential treatment by stall . _ u
16 8 selocted few 23 l
Lack of siorage facilities 18 | B
Unsvailsbility of supplies on |
credit L 50
Delay in carying out sale
ransaction 3
Price differontial . 74 @
Prior debt obligations to othes
agencics ot 21 2%
01d relations with commission
agents 62 0
Dissatisfiuction with
co-operative credit ~ i3
Availabitity oF additional credil
from commission agents 25 o
Lack of crecit Tacilities with
socictics “ il "
Lack of haspltallty of marketing
sechetios ’ #7 | 5

(Source - YOJANA, September 5, 1971, p.2t)

The analysis given inthe Table shows that concrete steps should be taken 1o
strengthen the co-operative misrketing organisations. These steps should be
aken upon the following hines,

| E"-f"“.’“‘ management Is the indispensable lactor in co-operative marketing
societies because n'.mrkcnng |8 @ technical, complicaied and varied sctivity
requiring special skill and experience. I loss is sesuined due to uwﬂ'mwn:y
the confidence reposed by the patrons will be completely shaken, |
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e marketing societies should be financially sound with sufficient ca
2 ber Tt een 5 Gpertion o the socity should be snpanded o
cover many villsges. |
\ Processing ofgicalturl prouce ol betaken by the asketing societcs
WAREHOUSING IN INDIA o
‘e importance of developing storsge or warchousing facilities in India hay
becn recognised for a long time. But the facilities svallable are inadequate and
he methods of storng vary from place o place. In most of the villages, ryots
store their produce in pits and receptacle known ks Kudurs’,*Kallis® or * Thekkax' .
fin the up country markets, produce is stored in “Kothas™ (gencrlly 8 room in
Arhatiya’s shop) and *Khaltis® (viz., pits in the ground lined with mud and straw)
i in fow places in *“puccn khalti® made of concrete, In Taril Nadu, patiardls
gro used which are domestications with twisted paddy straw and in Malsbar
elghorate wooden boxes called ' dhanvappa kottulu” are used. Fruits and potatoes
are generally kept spread in godawns and commercial crops, like cotton or
groundnut ure heaped loose in godowns or bagged in gunnics,

Almost il the markefing surveys have shown that the technique of storage
has received hitherta no attention in India. The All India Rural Credit Survey
Commitiee in its report not only siressed the importance of warehousing in India
bt also outlined even the arganisitional framework for initiating & country= wide

programine of warehousing development.

The Government of India accepted the recommendations of the Commitice
and enacted the necessary legislation fo sel up the National Co-operative
Development and Warchousing Board in 1956 and the Central Warchousing
Corporation in 1957. This was followed by the sefting up of State Warehousing
Corporation in all States, '

The Central Warchousing Corporation sets up warehouses anly at centres of
all India importance in comnection with export and import trade. State Warchousing
Corporations establish warehouses in all centres of regional importance. To avoid

unfair competition with the godowns of the Co-operative Marketing Societies;
e State Wirehousing Corporations donot open warehouses at any place below
the sub-divisional level.
Utilisation of Warchouses

Warehoses have two definite pdvantages. They provide better, scientific
storage facilities w0 reasonuble cost. They provide farmers and traders with 2
convenient instrument of eredit in the form of wurehouse receipt which thev can
use to borrow funds from banks. Both the advantages are significant, but the
secand one depends on the first. The bunkers are willing to advance loans ©
traders and producers on the basis of securities. The existence of licensed
wirehotses will lead (o the creation of documentation of fitle to goods. Hence,




Froraigs and alsa o popularze warchouse receipt a nstrumeayy
[rom these facilities arising out of increased proviion gy
 prehouses, thit s importan from the point of implementarign o
armmmmwm&ﬁvﬂmjnﬂwmﬁm '
of construction materials, delay in ﬂll drawing up of specifi

' main agenaies in the public sector engaged iﬂ'ﬁ‘ilﬂding-l
warchousing facilities are the Food Corporntion of India {pena? *aily
Warchousing Corporation (€WC) und State Warehousing C, iong (gt
FCl i the principal agency providing storage cipacity for foodigruing, . -
construching its awn godowns, FC1 hires storage capacity from othr ':M“
such as CWC, SWCs; State Governments and Private partics. The m,m:m
Storage cupacity crested by various agencies during the Sinih Plan e T

giveninTable 26,3 ' Petiod
Table26.3
Storage capacity created during Sixth Play
(Million Tonunes)
_-_ Aﬁ_;.lncy. B | Sixtk Plan ErgeT 4 ch.i:v;me;r_
L. Food Corporation of India 2 I
2 Central Warehousing :
Corporation |45 1.1
3. State Warehousing
Carporation 2.50 161
Total : 751 320

ith the creation of 5.2 million lonnes of storage capacity during the Sixth
Plan penod, the total available cumulstive storige cupacity stood at 26.8 million
tonnes by the end of March 31, 1985, through the above stated three ugencles,
Table 26.4 gives particulars of woral available storige capacity under the three
agencies are given,
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Available Stormge capacity st the commencement of Seventh Plan
—— - | ‘1 . : i |
S Storage Capacity
e R Orwaed hired Toral
1, Food Corporation of India 893 640 1533
2 Central Warehousing: '
| Cmpomﬂm 317 1.60 477
3. State Warehousing
Corporations : 395 275 670
 Toml 60 | 1075 2680
Stornge capacity created during the Seventh Plan is given in Table 26,5 .
Tuble 26.5
Additional Storage crested in the Sevemth Plan*
- B (Million Tonmnes)
~ dgency. B Capacity created
1 Food Corporation of Indis =2
3 Central Warehousing Corpotation ; 2,00
3, State Warehousing Corporation : 'lll}.
Total - 10:00 -

* (A zprocimalic)

With the additiona! storage capacity created in the Seventh Plun, the 1ol
capacity under the thrée agencies come (o 36,80 millivnt tonnes. Besides, the co-
opetives have storage cupscities upto 3.5 millivn tornes. Under *Rural Godown
Schermes’ an additionn] capacity of' L6 million tomities tave been achieved. Private
sectar uider ihe AT 13.C.-assisted schene have storge cupocity upto one million
jormes. The aggregate toal avoilable stomge capacity eomes o 42.9 million
tonnes. I\ should be noted thatonly 50 per cent of the total capacity of godowns
of Central Warehousing Corporstion and State Warehousing Corporation would
be stvaiiliable for storing foodgrainsand the remaining 30 per cent would be utilised
for general warchousing. Hence, sctunl availubility of storage will be around 29
million tonnes only, for storing foodgrains through all available agencies.

Warehousing Policy in th ¢ Tenth Five-Year Plan :

The Government of Indin, inits Tenth Five-Year Plan approved the policy
reluting to handling. storage und fransportation of foodgrains. The 1h1!n3#ing. are
e hroad outlines of the warehousing policy of the Government of Indis.
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) Every effort should be undortukeri to reduce the loss arising o nfﬁn%m

handling and transportation'of foodgrains at the farm level. -
storing their farm produce. - | :

(i) The Government ihﬂﬁurﬂuﬁ'mﬂﬂfﬁlﬂlﬁﬂ of the system u{‘wn
storage and transportation of foodgruins procured by te Faod Comera. ™
of India. |

{iv) The Govemment should harness all resources and effons through piblic

and private sector, including foreign companies to build ang Spery
infrastructure for bulk handling, sorage and trAnSPOMALGN of foopryin.
(v} Toenforce the policy, various fiscal incentives will be made available t, this
farmersin the form of tax concessions, duty exemptions for j(em not
manufactured in India sbould be adopred. This palicy will be followed d,
the Tenth Plan. .
Warehousing Fucilities by the cud of 2000
Cumulative storage facilities of foodgrains confributed by differom Ngencies
by the end of the year 2000 are furnished in the Table 26.6,

a I‘QH

Table 26.6
Cumulative Storsge capacity contributed by different
Agencies by the end of 2000
(In Million Tonnes)

_ Agency Total Capacity | Percentage
L. Food Corporation of India 15.04 A4
< Central Warchousing Corporation : 6.40 92
3. State Warehousing Corporation 11.14 158
4. Cooperatives throngh NCDC : 13.74 196
3. Department of Rural Development | 213 10
6 Agencies through NABARD ¢ 1350 192
7. Other Agencies - R21 17

016 | 1000

(Source  Tenth Five Year Plan (2002-07)

From the Table 26.6, itis evident that the major contribution in warehousing
facilities has been done by Food Corporation of India, catering more than one
fifth, followed by Cooperatives and other agencies through NABARD, Stai
Warehousing Corporalion contributes nearly 20 per cent, Taking & macro view,
there 15 no shortage of capacity of foodgrains stormge: though there may be

shortages at the local level, due to imbalance.




(here ate more thun 3,800 cold storage fucilities
ilfon ronnes. Natioral Agriculinn! Cooperntive Marketing Federation (NAFED)

 and Ware 2616

Fruite, vegetables and marine products have also got storage faciliiies and

with ant intalled capacity of 13

pas ndertakent the sk of providing storage capacity for onions 10 the extent if
4.5 lakh tonnes. I the Tenth Plan, provision his been made for the CONSIUCHion
o storage capacity for plastation craps and also non-cereal crops.
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Review Questions
Section - 4.
Define the tesm *‘Marketing',
Wha (5.8 Middleman?
What [s meant by Market Intelligence?:
What i 8 Regulated Markst?
Whit is Agmark?
Sectlon - B
What are the festures of markels for agricultural commodifies?
What do you mesn by ‘Forced Sales’?
Specify the advantages of Cosoperative Marksting.
Mention about the warehousing policy.indicated fn the Terith Plan.
Are Middlemen necessary in agro-marketing? |
Section - C

- What are the main defects nf Agricultural Marketing in India?
. What are the functions of Regulated Market?

Dissuss about the facilities available in India for warehosing in foddgrains,
What sre malpractices adopted in the unrejulated markets?

. Discuss gbout the anm.uftmpemﬁﬁ ﬁwtﬂhig in Indis, Indicate the scope for

improving the sctivities of cooperative marketing




Fagtors and Theary of Production -

ﬁ"'ﬂ:ﬂ!—ﬂf the Prl’ﬂtipl! ol Least Cuﬂ Combination

Firstly, the factors muy not be perfeatly divigible,
;:i}i'ﬂ- hstitutions miy not be possible. For instance ﬂ:’:‘m::! tl'ﬁi,::m F
el e should be combined together only in fixed ]}mpuru-gn‘;

: tron :
Eﬁdmﬂﬂﬁ: One driver for each taxi and one typist for ¢uch type-writer

y, it will be very diffi '
n?i;gﬂ‘:-ﬁ m; ¢ very difficult 1o calculate the marginal
 Thirdly. e producer has 10 decide not only the best proport
Hlﬂ‘ . 4lso the best scale of production. Hence th?s :’ﬁ:sﬁnﬁ
ij_l cannot perlectly be worked out in practice. The best way 1o find
p pcer's equilibriom 18 with the help of equal product curve

ne which we have studied already under imponance and uses of

B Herence curve analysis
oncept Of piminishing Marginal Rate of Technical

E.,l.smuuan_
[ Undtr Consumer’s equilibrium and utility analysis we have studicd
concept of mmjgmal rate of substitution. Similarly in produciion, the
’ concept @f masinal mie of suhsrfummn is used 1o explain the position of
cquihbnum of the producer. AS the preducer comes down on the Iso-
| uct curve, he subsututes more of x factor for y factar in order o
mtnuﬂﬂ the same level n!_ oulput. It ndicates the rate of substitution at
| {he margin without changing the level of output, The rate ul which the
1 rate of wechnical substitution diminishes is a measure of the
which the factors can be substituted. If the rute is smaller,
greater i« the substituability belween the two factors, 1 the rate does not
diminish, the two factors are perfect substitutes, This can be ¢ xplained by
Table 14-3 of factar substitation,

Lo
(2)
I

an imaginary
TABLE 14-3
Factor Substitution Table
Combination Factor A Foctor B | MRTSOrAlor B
First i 7
Second 2 16 1:8
’ T 3 10 1:6
| Fourth 4 6 1:4
|: Fif'th 5 4 -
| Sixth 6 3 s 1
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ion A ana B. The p,;

two [actors of production A I _
in many WIS 1o produce the same level of mmmﬁmm
them .mﬁ.mmﬂfﬂilmﬂpmtlmlﬂoﬂ.hemml miilmh
and 24 units of B factor. This €0 f“‘“f"%"““mhrhv:'*
L Now mmmdm ination, he substitutes ona more of | o
Tﬁ”m place of B units of factor B, 0 ag o have the Combinatin, ;‘“ﬁ_r
produce e same outpat. Hﬂe the rale of substitution is

ukes the third combination, the rute of substimgion g L ' 4
When be e th Min
to 1 : 6. In the same manner, (he marginal "““““Whﬂlcalsubw“’}ﬂ

on diminishing from 1 : 8 0 12 1 as shown in the g
marginal mte of substitution diminishes as more gpd more o The
substituted for factor B, As factor B gets reduced in unils riuhljngph; :
A, the marginal productivity of B increases while ghe ma It
productivity of A decreases and consequently the wtal augpy rnnf:.-}ﬁ
consant.

The Marginal rate of technical “’h“fﬁm"ﬂ“i‘mwm;}gﬂur
the equal product curve at its mqusmmm.ﬁt_mmmﬁnufmeﬁnm
is given by the siope of the cost line. At the Equilibrium poing Margig|
Rate of Technical Substitution of two factars A and B will e given by

the formula as follows; m.h-g-—: Where Py stands for the price o
factor A and Py, stands for the price of factor B.

The Producer’s behaviour in atlaining equilibrium is exactly (he fame
s that of the Consumer in altaining equilibrium, '

INPUT - OUTPUT ANALYSIS

Wassily Leontiff of Harvard University has pionsered the statisgics)
analysis of inpurs and outputs of all industries in the economy, He hay
developed an input-outpul analysis for the entire economy, tking ull
industries together in an independent system of commodity flows. This
has popularly come to be known as Leontiff”s Input-Ouiput Analysis,
The analysis shows the inlec-industry relationships.

For this analysis, Leontiff divided the economy into a number of
convement sectors producing for the economy. Each sector produces an
output which may be purchased and consumed by the ulimate cansumer,

or the output may be used as an input in enother secior. Or, the output of
the sector may be exported, Thus, euch producing sectar croutes sn outpus
which may be (i) directly consumed by the consumers; {ii) exported @
foreign countries; or (i) utilised in another industry. For example, the
vegetables produced in the economy are demanded and consumed by the
consumers af the economy, In this respect, il is final ourpst 0 e
ccotomy, Similarly, the gilseeds produced in the economy are ex L
forcign countries. In this respect, it is final outpu in the economy.
production of cotton is an intermedinry output, as this will becouw

____-‘
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An imaginary “Input-Outpgt Tabia: ..
anderstand easily lhecmngpufma;lh;;f““ below wily make ys

TABLE 14.4
Input Output Table

(In Ry
_ Pure

Producmg "asing Industry Totul

Iﬂlhu'u? C'ﬂd Ij‘q“ En P = Hm!‘nld! m‘
COAL 0 12 10 3 2%
TRON 15 0 3 s 20
ENGINEERING 4 5 o 1 .
HOUSEHOLDS : 3 8 D 17
Total
Expenditure
(GNP) 25 20 2] 17 81

In the above Table, the Industries are listed as Producing Industry in
rows. They are listed as consumers or purchasers in columns. The Table
wlls the amount produced by each industry and its supply to different
industrics and also the amount purchased by each industry from the other
industries.

If we read across, we can see that Coal industry sells Rs. 12 worth of
coal 1o Iron industry, Rs 10 w Engineering industry, and Rs, 3 1o
Households. If we read down, we can find that Coal industry purchases
Rs 15 worth of ron from iron mdustry; Rs. 4 from Engineering industry
and Rs, 6 worth of labowr from Households in order to produce Rs.25
worth of coal. Similarly, the Iron industry purchases from Coal industry
Ru.12 worth of goods; from Engincering industry Rs.5 worth of goods
and from Household Rs.3 worth of labour in order 1o produce Rs.20
worth af fron. Thus, the wial outpet of ach industry is Rs25 for coal,




Production Fo jon and 1p Scale

11 for Engineering and R, 17 for H“’“Hh
R3.20 for Iron, RS economy is Re.R3 contribyieq by 1, ld_*- The
1

of this |maginary
O e ot e
am  Ta, 3,5, SIS e o s,
: jetits wile B : %
;Efg:l%ﬁ' Trput - Output "—W,fﬂﬂmtﬁ for coal indusry a;’:"_' ;gme of |
relatior (0 loon indusiry; 4/25 in relation o Engineering iy, /25 iy
&5 in relnttoa o Houscholds (L.e., Labour), In other “’stuﬁh ang |
rupee of coal produced 60 Paise worth of stec! is required; 16 puor 'Sy |
of Engincering materials are réquired and 24 paise worh of Iy b:umh ,
: i
The input-output coefficients of Iron industry are: | W30t ety
order 1o prodace one rupee worth of iron, the industry has 1 s
paise on coal; 25 Poise on Engineering goods and 15 Puige gn Inl;’:-;m! fi)
this wity we can find out the inpul-output coefficients for differe
industries from the Table produced for the economy, e

From these coefficients, we can determine the effects of output g
changes in consumer demand or changes in Technology. In oyr Thm:l: P
Household demands Rs.3 worth of coal and Rg.2 worth of Iron, Supn. the
the houscholds increase the demand to Rs.5 worth of coal and m..-n’l,”““*
of Iron. This will increase the production of Coal and Iron and [I:E
industries will demand more of labour from Households, The effeer |
chanpe in demand will lead (0 increase in production in soge indl.lﬂ:l'.rjgm
and decrease in production in some other industries. Consequently w:
have 10 make use of simultancous eguations W determine the ou {
resulting from this change. In our example, we have taken only ﬂ:,
industries for convenience and illustration. But in reality, in the econothy
there may be hundreds of industries. When such indusiries are akkn
gether lor consaderation, the net resalt can be warked out only with the

help of 4 computer,

Usefulness of Input-Output Analysis
The Input-Output Analysis is a very useful ol 0 the economises,
particularly those who are in charge of evaluating the working of the
economy i different sectors.. The usefulness of the analysis can be
summarised us follows:
(a) It belps 1o evaluate the effects of a change on the working of the
National economy of a country. In arder 1o find out the effect of u
particulur change in the economic system, the study of the mutual intez-
dependence of the varions bmnches is essentinl, Such a study can be done
very easily with the help of input-output analysis,
_(b) While swdying the economy, it is very difficult 1o find out the
effect of broad aggregates as the interaction between the aggregates would
be very subtle, complementary and also confusing. The input-outpuf

—ﬂ
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. in making meaningfol break g

ot mpumpf Invesument, Expenditare mmmﬂ mlm “j,‘j;‘f.‘f:._ 'E‘,‘
CoP®  ith reascaable 30CUTACY, S

¢ 15 2 Ready Reckoner o econcmic pia .
il w‘m[p in finding ow the optimum <wiyuos mﬁi}-f-fli:;
,Jnjaﬁcaﬂﬂ“ of resources with a decided final targats of prodocion. 75 wa
help i calculating ihe exient Lo which the mvesuners i 1 be i:;1;£a¢¢.
5 ﬂiﬁﬂtﬂl'mmm on the basis of coeflicients of production of ok
sndustry-

Modern techinigues can be wsed m producton with mors s\v<emmse
“{gmﬁm; manner m (he development process of (he sconorr. 25 the
planness peed not caiculate much aboul the pros aad cors of he new
cysiem; The existing [nput-Output table can be osed for refisement. and
for greates proficiency of the planaing activity. In shon, this is 3 vital
@kfamngcrﬁmm for development with assured sncesss.

mwhllth of Input-Output Amzlysis

The Input-Output analysis has cenain drawbacks which sbould

mwgmwy#m@wo{mmmmva
5 parti mml-afmmeﬂmﬂim&mm;utmm:’mv
a1 a point of time to oe the State of economy at all times and the
Mmmymlﬂma;MmyﬁMdhhamd-muﬁﬂnum
ﬁimmudinlhc'fﬁhln.

(i) Present day society is highly dynamic and the Taput-Outpe.
analysis is @ static one depicting the working of the industries a1 2 point
of time. Hence, this analysis has only limied application.
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different senses. In layman's language the term ‘rent’ I8 used in
emyﬂaymmm'mdlhimmmunhmidmm Itis g
Mnﬁwmmtfwmemofa;mm:rmachmc.m,m,fm
the use of a fixed factor, This is known as contract rens. Bul in
w.&mmhuﬂhnmdﬂmhisuumemmmc
réenl as against comtrace rent. mpaymsmmad_chymngﬂ:uumiﬂm
‘his landiord need not be equal to ecanomic rent. A part of this payment
mHyCEﬂ.ﬁﬂlﬁfiﬂtﬂtElﬂﬂﬂPMinmiﬂﬂmhndbym;hmﬂmm
the form of buildings, fences, drainage, well, etc. The part of the pay.
ment which is made for the use of land only is called economic rént and
Ihumnlmymmm&dubrahmmﬁc%h%ﬂmzmm

from the land, the free gift of nature, David Ricardo defined rent as
'Thupmﬁmnﬂhcprodmnfﬂumnhuﬁchispﬂidmmﬂandlmdfm
thcu:dumuighﬂgndh#ﬁuucﬁphpnwmﬂfﬂmmil It is afien,
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Theory of Pactor Pricing
(1) Layman's concepl — contmttual rent: o A P

(ii) Clasrica) concopt enuncisted by Ricardo — Ricardiun theory of
oot a8 payment Tor the use of Luud; und - |

(ki) Modemn concept ol rent in e sense of rent as payment o any
fuctor of production over and nbove it trunsfor eamings. WTWH Ktudy
yhe Ricurdtian theory of rent before taking up modern theary of rent.
Rieurdinn Theory of Rent @

Tht::!ussn:ul theory of ront emerges from theee imporuant faciors, viz.
(i) Supply of land; '

(it) Demand for food; snd ,
(iii) Law of diminishing retums in agriculuire,

Chm;nnl wrilers hke West, Torents Malthus, Ricardo enunciated the
theary of rent independently, However, the thearfPof rent as presented
und elaborated by David Ricardo became vory popular. Though the
principle behind all classical thearies of reat is the same, Ricardo gave

Eredit 1 West and Malthus a5 his forerunners in the development of the
theary of rent, iy

)

Accarding o Ricardo, "Rent {s that partion of l]t:'zla-rodm:u of the earth
which i paid 10 the landlord for the use of the ariginal and indestructible

powers of the soil." Land, besides being limited in quantity #so vanes in
quality. Some lands are more lerule thun oibers, The most fertile lands
ate noturally the first 10 be occupied and culbivated. As the papulation
increased, however, recourse must be had 1o inferior lands,

Let s suppose that the land in a given country falls into three grades,
viz. AB and C: A being the most fertile, B less fertile and C the least
fenile. A will be cultivated first, and then, when population increases
and the demand for food with it, B will be brought under plough. When
there is further increase in population, C will be cultivated.  Let us
suppose that the capital and labour worth Rs, 10,000 s spent on A grade
lind and the yield from the A grade is 100,000 units of com. More com
it required for a growing population and so capijal and labour worth

mother Rs, 10,000 is employed on B grade iang which yields 80,000
wnits of com. The total output of A and B grades (180,000 units) being
insufficient for the growing population, C grade land is laken up for
eultivation by making an equal amount of input,.viz., Rs 10,000 as in
Provious grades of land. Since C is the warst land in use, it yields only
50,000 units of com, Assuming that all the com are of the same quality,
ey must sell at the same price. Possessors of A grade land would
demand gt least Re. ] for 10 units of com, although they would be willing
0 take any higher price. Similarly owners of B grade would accept a

| TTRSSE——
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price of Re. for § units of cor and the owners of C grade would demg,
a minimum price of Re.l for 5 units of com. 10 is obvious thay gy o
iese three possible prices, e only ane that suits all gLawers is e Price
of the com produced in the ¢ grade Fafld. ie., 5 units of corm per ny
This price is necessary if C 1 10 remain continuously under cultivayy,
and C must remain under cullivation; otherwise the of lhé
commumity for food cannot be mel. At the uniform price of Re. lor g
- units, 81! the expenses of production on € grade land will be just covemy
But in the B grade land a surplus of Rs.6,000 will be realised and in »
grade land a surplus of Rs.10,000 will be realised than C. In the ilusy,,
tioh, C grade land is the worst land in bse and § is called the Marginal
land. Lands of B and A grades are above the margin and are callag
supec-marginal lands. C yields just enough to cover the cost of cultivg.
tion wnd theee is no swplys or rent in this grade of fand. But a surplus
nil 15 obiained in the case of B grade and A grade lands 1o the extent of
Rs.06,000 and Rs:10,000 respectively. Hence C grade land 15 culleg
NO-RENT LAND. Rent on the supenor land is measured from the
muwginal or non-rent land upwards. RENT {S EXPRESSED AS THE
DIFFERENTIAL ADVANTAGE OF SUPERIOR LANDS OVER THE
MARGINAL LAND. Reat anses because of superiority of some tracs
of wnd over mlerior racts of land. Kemt v a differentinl surplus.

According 1o Ricardo, the rent is the surplus product raised on o piven
wact of land in relation 1o lund which only just repays for cultivaion, Iy
thiss kssumes the exasience of land winch yields on surplug rent wnd ront
erens due 1o dilTorences in fertility. Rentis alsoan Un-earned increment
a5 1L is sometimes called. 1t does not represent the reward Torany spoecial
kind of ¢fforn or capacity. The land A B and 7 grades are assumed 1o be
eultivated in the same manner with equal efficiency. A and B howeves
bomg superior in fernlity yield a surplus over C. The Figwre 27-1
illustrates the coneept of rent as a surplus, which we have discussed.

FIGURE 27 -1




inA Grade Land | In B Grade

_ - - InC Grade
Input=Rs.10000  Rs. 10,000 Rs.10,000
Output = Rs20,000  Rs, 16,000 R$.10,000
surplus = R$.10000  Rs. 6,000 Nil

Rent for A Grade : Rs.10,000
Rent for B Grade : Rs, 6,000

Rent for C Grade : Rs. Nil
5@;:& ptions of Ricardian Theory of Rent

Ricardo explained the origin of rent, by taking into consideration the
jimited supply of land and the evergrowing population and the conse-
quent increase in demand for food. In enuniciating the concept of rent as
5 surplus, ceram inevilable assumptions are made by Ricardo.

(i) lake any other classical theories, Ricardo has assumed perfect
competition and the theory is meant only for a long period.

(i) I assumes that th~ land has certain ‘Origing! and indestructible
]mwu::s' which are not be found in other factors of production,

(iii) Reat is & payment for = ise of this original and indestructible
powers of the soil.

{iv) Ricardo considers the supply of land from the view-pomnt of the
whole socinty und takes the quantity of land as completely fixed. No
ameunt of higher price for the use of land can call forth an increased
appy of it Thus the total supply of land is perfecily inelastic and

(v) 1t assumies that land is used only for growing crop, viz. Com and
e alierautive uses of tand has been ruled oul. Thus it muakes the land
complewdy "Specific” in characier,

(vi) Most fertile lands are cultivated fiest and then less fertile lands. Tt
is assumed by Ricardo that if all lands aro of uniform quality no rént
would arise and rent nses only because of difference in fertility.

(vii) Ttis assumed that the law of diminishing retums is in operauon
perpetually and the population is increasing perennially.

(viii) There exists in every country a marginal land or no rent land
and rent is calculated as a surplus over marginal or no-rent land.

Ricardian Theory of Rent and the Law of Diminishing Returns
The Ricardian Theory of Rent may be ex d by saying that rent

anses from the operation of the law of diminishing returns. In Ricardian
theory, the successive doses of capital and labour are used in an exiensive
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ot e e W . . ‘*a
f Rent - = C $1s
b o diffetentplots ‘of 1and. yielding diminishing retams: 7y,
' successive doses of "inputs” if applied intensively iie., in the same syp,.
rior land (Grade A) then the first dosc of Rs.10,000.would yield 100,000
units of corn and the'secdnd dose of Rs.10,000 would yield 80,000 unig
| of com and the third dose 50,000 units.- Here again the price should he
| uniform at 5 units per rupee in order 1o mdintain the marginal doss, With
this price, the first two doses realize a surplus and this is rent. .
I\ Ricardian Reat ;: Graphical illustration

1 ﬁumﬁwnudydaicmdhp'm.v{nmmrgrmmmrmua
surplus over cost of production. The marginal land just covers the cost of
production and the superior lands get surplus over and sbove their cost of
production because of higher prices of com o maintgin the last grade
land. The three figures 27-2 (A grade) 27-2 (B grade,) and 27-2 (C
grade) illustrate the surplus arising in the superior A and B grades of fand

. over C grade land which covers just the cost of production,

The prevailing price is OP on the basis of the com produced in C
grade land, The land produces OM unitsof corn. ALE, the marginal cog
is equal to price and this iy equal to average cost. There is no surplus in
C grade land and the cost is covered by the price. Al & price of QP
prevailing in the market, the Grade B land comes 1o equilibriom at poim
Ej and produces OM, quantities of com. The average cost of production
‘being less, B grade makes a surplus shown by the shaded portion of the
rectangle PE;S Ry, This is rent for B grade land. AL the provailing
market price of OP, A gmde makes still larger surplus, A grade comes in
-equilibrivm 8t E; and produces com OM,. The surplus realized by (hig
mﬁiﬁ“ﬂb}'mﬁm&ﬂ WPE/;S: R-r This is the remt for A
grade land. A grade has realized huge rent or surplus B grade some
surplus : and C grade oo surplus or rent, ‘

FIGURE 27-2
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516 Theory of Factor Pricing

rom this study, WE €an COme Lo the conclusion that Grades
wﬂﬁmmﬂpishmumdum‘ﬁmm:ﬁg
mﬂ#l’“d‘ ‘So.mﬂ.mbmlfmﬁhighmn[m Rent Is
:dﬂ.dqm?nﬂd::rﬁ Mﬂn&ummmhpﬂm,m

ice of com 1 price is hi :
*:;ifmeﬂmmdmhmmm Wm#mi’l’“’-
Ceiticism of Ricardian Theory of Rent

rhe assumptions and explanation of the concept of reat of Ricardo
ave ld 10 serious criticisms, Let us examine the most important
,;;i;iﬂiﬂ“sl"“md against this theory of Rent.

) The g;pmssam qfkimrdo in his definition that rent is due to the
wonginal and indestructible powers of the soil” has been severcly
citicized. The powers of the soil, for which rent is paid, are not always
origindls in SOME cases they are acquired through scientific manuring.
Eve aking for granted that the mﬂ_‘haq original powers or fertlity, it
océ oL exist gpcralclg-[rnm_ﬂmcmlal invested in it and thercfore it is
| ndmmgutshahl:: from the capital. Again fertility orthe original powers

(he soil is dﬂsﬂ‘ﬂtlll?lﬂ by indiscriminate cropping. So the contention
+f Ricardo that the soil has original powers and original fertility cannot
destroyed would not be correct. However, Prof. Haney has answered

o

e griticism by saying that there acc certain clements that go with land,
quch as climate and sunshine which cannot be increased or destroyed nnd
ihesc clements are relatively permancnl. Instead it would be better w
erpres Ricardian expression of “original and indestructible powers of
ihe soil" o mean the imperfect clasticity of the supply of land to chang-
ing prices of land a5 has been done by Stonicr & Hague.2
(2) The order of cultivation explained by Ricardo is cnticized as

' pistorically false. According 1o him the best lands are cultivated first and
ater on inferior lands are taken up on the merit of goodness. Americon
ecconomist, Henry Casey has poiated cut that the order of cultivation is
just the reverse. In Amenica, the less productive lands were cultivated
' Tirst and more productive only afterwards. But the contention regarding

e order of cultivation need not be taken as a serious one because it 18
not the essehce of the theory. The order of cultivation is only an ilustra-
fion and o method of presentation made by Ricardo just to explain
hatands diffes in fertility, Ricardo's Theory is not disproved even if the
order of gultivation is reversed.

3) The most damning criticism against the Ricardian Theory is that
Lis thoroughly hypothetical and unrcal.  The assumption of perfect

2. Siovier and Hagus : A Teu book of Economic Theory, p.276.
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competition on which the theory sisnds is highly imagi ,
nol cxist in practical ife. In real Kfe, the rent chargeg y 3 it doc,
from the farmer is more than the ECONOMIC rent, Further ilaluut isnn'ml
mutﬂiennmmyﬂmm:mmryunpp!mnhkmlymmhng .

¥

RmuimmmmmﬁnﬂﬂmMﬂMM|mumhﬁﬂﬂ.
concept /s (uasi-rent. .

4) There is lot of controversy and contention on phe
no¥ent land in the country. If population 15 INCICASing and he demay
for food with it, even the worst land might bring sume req;. Malthys nﬁ
written about scarcity rent pointing out that even if a]] Plots of tang y,
of uniform quality, rent will emerge owing o SCurcity of nd
pressure of demand. Modem critics contend that g the inCTensis
population and demand would fewch rent even for the worg band unﬁ
there would not be any no-cent land in the “OuntrY.  This is trye g 4
certain extent. But if the market extends beyond the nationa) bﬂundu?
no-rent land may exist in some other country supplying the same Markeg
Even if we assume that there is no rent land for the sake of BIRNCIey),
there should be no reat dose in cultivation and it may determing the fent,

(3) The theory assumes unfailing opesation of the taw of diminishing
retuns. Ricardo could not anticipate that the effect of the law cotld e
checked by weohnological nnd organizational iniprovements,

(6) While assuming inelastic supply of land, Ricardo has failed 1o
wke o account the various allemative uses 1o which land can
He has made an worealistic assumplion that the land could be used far
growing a single crop *Com’. Thus land has been 1ken L6 be Crmplege-
ly specific w0 one crop, i.e., com, According to Ricardo model, eithor
lind 15 10 be used for growing of com or alternatively it has (o be left idic
Thus Ricardo takes the transfer earmings of land as zero, In pracuee, no
land awner would Tike to Jeave the land idle and therefore every fand
awner will be prepared to give it for any reni, htwever litthe it may he,
provided the competition is perfect.

(7) According to Ricardo, Rent docs not enter into price and ron ise
price-deierminied surplus. Rent does not ener into the cost of production
of the marginal or no-rent land, but the cost of production of the Margial
kand determines price. Rent is high when the price is high and rent is low
when the price is low, Thig relationship between rent and price as
enuncialed by Ricardo is ceiticized that it is not always tue, According
ta madorn economists, under certain conditions, rent does criter {00 ot
of production und thus influence price. For mstunce in the case of an
mdividual cultivator, the entire ey paid by him is an item of the ﬂfbll-
and influences the price of agriculiural produce, For an individuy

e
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{armer, the supply of land is perfecty elustic st the given rute of lud

rent. Hence the whole rent i a necessary payment and he must include |
in the cost of production on the basis of which the price of commodity

will be determined. "Ricardo was right when ho wrote: Com is nofhigh
hocause A rent 15 paid, but 1 rent is paid because com is high,” But that
'right” must be interpreatd solely in the sense of inelastic supply curves
that are confronted with a derived demand. I the Intter is nt high level
hecause end-product 1s expensive, a high land rent results from the

market; that rent is not & cuuse but a consequence, However, one ma
not deduce from that the rent for the individual farmer is not a ;mnaf lh?u

costs, Not a single farmer would believe thar, and rightly so. He i
has 10 pay for the land as for labour and for cnpiml.; ! ey

(8) Tt has been pointed out by eritics that the concept of rent a8 a
differential surplus due 10 inelastic supply may arise in other factors of
- production as well and rent need not be attributable in the case of land

alone. There is no difference between land and other factors fundamen-

ally. If rentis a differential surplus, why not wages, interest and profit

also be called a differential surplus. According to modermn economisis,
 the Lem rentis psed for the surplus eaming of any factor of production in
| excess of the costincurred (0 obtain its service,

In spite of its many drawbacks, the Ricardian theory of Rent occupies

a very popular and significant place in economic theory. Ricardo has

assumed that land as & factor of production is fundamentally different

froms other factors. The modem theory of distribution expresses in th'
" concepts of distribution in terms of marginal productivity. We shoul
give credit 1o Ricardo for arriving ot the concept of marginal land. 1fhe
hed gone a step further and had considered the productivity of this
marginal land, as we do in modem economics, he would have amved at
' {he modemn theory of marginal productivity, Butinstead of doing this, he
considercd ront as i ditferential surplus over the produce of the marginal
land und missed the point. The moder theory of marginal productivity,

applics o fand in the cense of soil and fertility as much &s it applies o
Eluhﬂur and capital.  Despite these demerits, the Ricardian theory had
Hnyaead the practival policy in western countries, It brought to the
Infetiont (e nasitic £ natuee of landlordism.  Rent, according
eardo i not the rasult of any 2ffort or activity on the part of the
andlord. The abolition of idle landlordism m many countries can be
ad g (e influence of Ricardian theory of rent

arcily Rent

Where the population is increasing and consegquently the demand ior
ol oven the worst land or no-zent land of Ricardo would yield reat
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Rent
31y

rent arises boonuse of scarcity and hence this is calleg .
Fthig a prive paid for the use of land when it is scarce iniﬂﬁ‘;hhy remy
demund Tor it. The scarcity theory of reat enunciayed by M;E:; 10 (ly,
sumes that all land is homogencous and specific, By they ire "'f"' ™
The scarcity ront wrises due (o inflexible or rigid suppty o Im-mu'“.’“-
supply of land is slighty dilferent _!'mm the supply of other mefhg
production. [n other faciors, a riss in price would ciyse 4, oy of
their supply, st least in the long poriod.  Bot in te cage of luﬁ in
increase in price (i.e., renl) cannot bring about any increase iy g A0
of lund ar all as the supply of land is already fixed. I is bocayg, n[ppf,.
fixity of the supply of land, scarcity reat emerges. Since the sy thye
other factors can be increased in response (o the increase Fﬁm? of
such scarcity rent arises in the case as in the case of land, mﬁm-zf;ﬂ

Jillusirates scarcity rent.

F o i
i|=
!5
i/
8/
7
=

Lot Frent

=]
=

The supply of land is assumed to be fixed a1 SS and the Demung
PyD; cuts the supply curve at Q. Assuming perfect competition, he
rent 18 ORy. When the demand increases in DD, the rent is inceeases 1o
OR, and when demand decreases (0 DyDy rent decrenses to ORy, Thus
rent arises due to heavy demand and consequent scarcity of land.

MODERN THEORY OF RENT

The classical Economists felt the need for a seperate theory of rent
because they thought that “Land’ as a factor of production is fundumen-
tally different from other factors of production. But according to madern
concept all factors of production are alike and there is no basic differcnce
between them, As such, a special theory of Rent as developed by

Ricardo is nol necessary, There are no special qualities of land which are
not be found in other factors, The so-called special qualitics of land
stated by classical economists are only superficial and those speci
qualitics can also be had in other factors of production. The first quality

—#
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of cond IS iLS fixity of supply and the s ' i
L, demand. The ‘quality, according mﬁiﬂfﬁﬂﬂﬂﬁmﬂ
found in other factors like Isbour and organization. Ricarda p:jlm::?uu{
puit fromn a qualittive Pﬂi"'l_l"[ view, the supply of land is inclastic, The
oty of good quality land is limitod. Now, this auribute of land is ol
| in other factors. Skilled lubour and first rate entreprenearshi ::
(imitcd in supply. Hence there {5 o speciality in land alone. Sm{mﬂ
I.'tbﬂ‘“"-mq capital ae exactly alike as factors of production, paymant I'm:
o] 1hese is determined by exactly the same fundamental principle of
4emund and supply of the Fuctors and marginal productivity. The pay-
ment made for the use of lund, in cquilibrivm, is equal 1o its nwg’-lrt:;l
productivity in the same way as paymient of labour. But in order that
piyment may be madﬂmul cloimed according 1o marginal productivity, a
mmm{produytlnn must be perfectly mobile i.e., non-specific, Hccah;;e
of physical fixity of land, the classical economists mistook that land is
immobile n:!‘u:l &S s_uth it should be construed as & specific [acior of
produCtios. Physical mobility of a factor is of no significance in
Eeanomics. Mobility of a facwor in economics is the mobility between
rious uses of production. Inthis respect, all these factors of production
nciuding land can be classified as specific and non-specific factor, A
| gecific facior (immobilc) is one which is put 1o anly one use while 2
S nespecifictmobile) factor can be put 1o various uses. For instance, 3
.bour is nan-specific (mobile) in the sense that can be waork as b porier
i 2 railway swtion or as u cooly in a bazasr or &5 @ mason's assistant.
Byt when once he enters inlo contract (o bacome a mason's assistant fer
s stipulated period of work, he becomes specific (immobile) and hix
jabour cannol be put o other uses,

| In the same manner, 3 plot of land may be specific (immobiie) of

| nonspecific {mabile) factor of production. The plot of land can be made
yse of for producing sugarcane or banana or paddy. 1f sochosen, the piot
of land may be vtilized 10 construct a building or a playground or may be
used as a burial ground. When the plot has been drafted for the growing
of banana and necessary Investments are made, then this plot of land
becomes ‘specilic” (immobile) il such time the crops are realized,
Aftcrwards il again becomes non-specific,

S0 also the case with capital. Tt may be specific or non- specific. But
e factors cannot be completely specific and compleiely non-specific.
A specific factor in due course may become non-specific and vice-versa.
All factors of production are partly specific and partly non-specific. In
this respect every factor is mobile as well as immabile. Rent i a payment
for afactor for its specificity. Since clussicals had committed the biunder
m considering that land is always speeific (immobile) and that it 1§ the
only factor specific, they enunciated a'seperate theory of Rent. If they
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had somehow realised that there 316 OHC 4 f:;;ﬂ;f-mm_s tand which cap
also be specific and tha fand need B0 A T 1o 1= oy,
have come (o the correct BEORY: 0~ 4 by the = Payment g,
Immobility or specificity which ey Callee by T MMC of lang,

o economics the e rent is al:io used for payment of specife..
and ‘ﬁml!nylmlms been called the land aspect’. Remr 5 thier

¥
justification for retaining the word

and &?r uSin'g the phr, : lung
15pect 10 pay our 10 the classical economists, Since, every o
:-;F mdm:Tm 5 pa;ﬁnlly gpet:lfl; and muy non specific, we b
ﬂlﬂl:mh fwwhmnhuﬂ!aspeqlmd (o that exient it cams reni. e
wity RENT forms part of every neome.
“The modeen theory dm&mﬁmﬂlmlwuways ;

(ifit is o payment for e use of Land and is determined by the demyq,

far and supply of land | _
(i) liis 2 surpliss Over wansfer eArnings Or OPPUFLLGILY cogt Ty,

acorues not only 10 1and but also to other factins.

Demand and Supply Approach to Rent Theory

s already studicd that the demand fora fgnmr of produc on i,
dzwnt r;t:u alrea I)‘ Sor lsa, the domund for lond is 0 dcnx:cd detmng
spending uulmﬂm_mulllﬂﬂ produced by tand. If the diemand for produc

icas. the domand for land will risc carrespondingly: I the demund o
]';fu.'l';!l-'l‘-‘{ full, the demand. Tor land wﬂl l.'iﬂ'i-l'\.‘iﬁﬂ- Thiy will .lﬂ“l 1o
orresponding HECase o deoreass ﬂfﬂﬂli_- SHF‘J"_M Uny popubation o y
COUnry Ceasey. tie Jemard for [md will also nerease alogg wilh 41,
Consequently the demund (or lisnd will incresise feading 1o Increased reng,
W bave sdied under marginal productivity theory thut the demimd for
u Fator depends on ils marginal pmdu-.:uwlyt Le., I]"-E!gul;t'l Reveny
Productivity, This productivity of the facior 1% subject 10 the Liw of
dimsinishing retums and the demand curve for factor will be a sloping
duwn cusve from belt tw right. Thux rent Of lund 15 deermined, on (e
demand side, by iis mair einal producivity and not ol productivity,

Viewed fiom the Supply sude, the knd 18 more or tess (aed i supply
from the point of view ol the Cammiotity 43 whole. Though Trom an
indivaduul ‘s pont of view, the supply of Land a2 elastic uml many
veclamignn projects telease more fand for cultivatism, Ahe extm supply is
aegligible considering the wal supply af land avmiable lor the com-
munily and as such the supply of land may be ken as alwoluely
inclasiic. s supply is independent of what it eams. On these assump-
Linns, the supply curve of land i taken as perfecily inefasic, Further we

Rent
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m‘ ¥s ve one m cury :

jand in 8 community. We also assume p;f:?;: Elgz curve for the
With these assumplions, we draw the demand curv :

of Ms;in:nnmfnﬁ:d s f““ be sloping duwnucau?vd:utfgrl: ;uf:v;

rght as the price of land (rent) dec | .

yand are demanded. On the supply side, 11": : miim“"ﬁ quantities of

j 8 vertical straight
(ine representing fixed supply, The Figure 274 ill : .
of demand and supply of land and the resultamt mﬁm I the interaction

used for raising one crop,

FIGURE 274

SS i% the supply curve indicating fixed supply. DD is the total
gemand curve for land. The two curves intersect at P and the rent 15 fined
auOR. 1 the rent is Jess than OR the demand for Tand will increase. As
the supply of Lanl is fixed, rent will risc again to OR. If the rent nses
above OR, then the demand 1or land witl decrease and bring the rent back
10 OR. Suppose, due (o increase in population the demund for fand has
increased [rom DD o DDy, The supply being constant, the new ogui-
fibrivm point will b Py and the rent will rise up o ORy as shown in the
figure. I the demand for land falls © DyDy the point of intersection
hetween demand and supply comes at P and the rent falls 10 OR,,
suppose the demand for land falls Tow as represented Dy the curve D4Dy,
45 shown in the fizure intersecting x axis, the rent will be zera, With this
demand curve DDy, the Jand becomes 4 free commodity. 1018 ol scarce
encugh to command a price considering the poor demand for that. When
the supply of land is abundant in relation 10 WS domand, the land will not
commond a price and it will be a free commodity. This situagion is 1ol
imaginary, Tt was found in the free land era of American history.
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11 the land is of different qualities, then each qual;

¥ ol

a scparule di.'mn!ld curve und different lands will ¢p Wil
rents.  Hence thig supply-demand theory explaing h“i"ri;si ity “t‘;&

Thus, sccording to modem _mnnnr. the rent for lang is d
like Diber factors,on the inleracton ?f demund znd supply. numm"“ﬁd
of land in relation w demand determines rent. Land gegg T':mh::: SCarciy,
produce of tand is scarce in relation 0 demand aﬁd.ﬁﬂmhyﬁf the
derived from the scarcity of the produce. The demang i lang ;,
determinant of rent while the supply-is positive and btcau;.:m WLy
supply of land, rent does not serve:as incentive. Of iy

Rent of land from individual's view
or Tor particular use in an industry

We discussed the rent of land with demand and suppiy facione
relation 1o community as a whole by keeping the supply of jang r; 0
But from the individual or from the industrial point of view, the gy ""ﬂd.
land is not fixed. The industry can get larger supplics by nﬂmhgﬁ A :.1
fonl. i

So. from the firmal or industrial of individual's point of yjey, |
supply curve will not be a vertical strmight line: The supply curve *.n.aiu{'t
elastic and it will be rising upwards from left to right a8 shown g
Figure 27-5. |

FIGURE 27-5

¥ o,

Hi . M Mj
Quantity of Land

SS is the supply curve showing that more supply of land will b
fortheoming with increased rent. The DD is the demand curve and the
point of equilibrium s P. The rent is OR, At this rent OR, the industry
uses O quantity (say hectares) of land. Suppose the demand increases

—J
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mplnl,!lmmwpnintufaguﬂibﬁum is B} and the rent rises to OR, and
quantity ‘:mmuﬁnd al this rent is OM; (hectares). Similar] y wimlri the
demand alls to DDy the rent comes down to OR; and at this rent the
industry demands OM; hectares of land. From the figure we can deduce
that with the: fall of rent frun_'l OR 10 OR,, a quantity of land equal 10
M;M has gone out of the particular use of the industry.
This method of arriving at rewards for factor land i
, @ 1S equall
plicable to other factors also viz,, capital, labour and nrganis;t?:n. nw
i the modem approach based on demand-su the i
' . : ; = ml}’ I]'l L] lht‘ m
in population will shift the demand curve for land mmmmﬁ
push “phﬂ::?.’ reit. Thus, the demand- supply or marginal productivity
approac ﬂm cconomist and the differential return upproach of
Ricardo are nf_-;:muw explanations of the same phenomenon and are in
o g:ﬂsﬁ u'-:ﬂ clory. The adoption of Ricardian differential principle
leads to the misunderstanding that rent of land acquires a special theory
due © differential surplus whereas in other factors it is explained on the
ba_r:isn gf“r%aéﬂﬂ ﬁ:dhl:ﬂvggdﬂmmm le. This is mot so. Al factor
pricing . 15 and-supply principle and all factors
cam differential surplus. Barring this lacuna, there is unity of economic
thought and similanity of treatment between Ricardian and modern ap-
proach:
Transfer Earnings or Opportunity Cost

Modem Economists have evolved the concept of transfer camings of

unity cost in explaining renl. In modern theory, rent which is a
payment for specificity or the Jand aspect is calculated with reference 10
gpportunity cost. This means that in order to find out the clement of
specificity in a particular factor of production, we have to find out, how
far this factor can cam in alternative use. ‘What a person, picce of land,
or cpital can earn, in an alternative use, is known as its Opportunity Cost
or ransfer eamings or income foregone allernative. They all mean one
and the same thi The element of rent in the income of a factor of
production can be discovered with the helpaf opporiunity cost and this is
one of the brilliant discoveries of modern economics, Rent is a surplus
over Oppartunity cost.

Suppose there is an engineer whose present income 18 Rs2,000 pan.
and if he were 1o go 1o an aliernative job he will getRs.2,000. In this catse
there is i surplus over opportunity cost and whalever is earncd by the
engineer in the peesent job can be eumed i the aliernative job. Hence
thése is no element of rent in the income of the engineer. He is perfectly
nun-specific und pets paymont equal to his marginal productivily, Sup-
pose in an alternative job the engineer could get Rs.1,500 p.m.; the rent
element in the present income of Rs.2,000 is Rs.500. Beeause of the
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Rent e fro and is surplus and hence rent. Thig
ire C 7.

s cas e 00 in Figure 27 ;

conditint 5 FIGURE 27-

i \\~n

Rent

di ic b tly elastic.
land iy elastic but not perfec
When the supply of (rom land is rent, in the senss of

IRcome Tl \
a part of the lnnd'r:tiiﬂ ig not rent. This is shown in the

()

surplus Qver
F]gun: 21-8.

M
hisntity of Land

$S isthe supply curve of land. Itis partially clastic. 1t inters J1s DD
at P. Henee OM land is used and the reat per unit is OR which is equal
(o PM. The total camings are OMPR and transfer eamings is OMPS,
Actual earnings minus transfer camings = RPS (Shaded area) which is
the surplus or rent,
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e

Thus rent in modem theory is determined, first ae payment for the
e of land on the basts of demand and supply and secondly as 1 surmplus
aver transfor carmings, ' ' '

QUASL.RENT

The concept of Quasi-Rent was introduced by Alfred Matshall o4 an
sxtension of Ricanfian concept of rent Accorling 1o Marshall, Quasi-
gent 1efers 10 shon-rent, carmings of capital cquipmint such us machi-
pary, huilding, erc. which ase inclastic in supply mn the short penod. The
distinguishing .l“r:anln: of lind is that its supply is perfecily inclastio 1o
ehanges 10 price and therefore its camings mainly depend dpon (he
demand. Sioularly, in the short pariod, the fixed capilal equipmets and
machinery an¢ fixed in supply and the eamings of these depend upon the
dermund conditions and ure thus similar 1o land rentand have therefore
hoen _call.c-:l_ et by Marshall, Since the supply of capital equipment is
fixed only 1 the short period | the eamings in the shont prenod is called
quasi-rent instead of rent by Marshall. The supply of land is fixed in the
ghort as well as Jong period while the supply of capital squipment is fixed
only in the short period. In the short period, there is similarity between {
the supply of land and the supply of other factors though this similarity
disappears in the long period. The additional income eamed by thess
factors in Lthe short period is smaller wrent. Since this rent isonly &
emporry phentmenon, it iy ermed quasi-rent. The concept of quasi-
rent is defined as "the short-tin camings of a machine minus the shor
run cast of keeping 1t i running order”, Swomierand Hague have defined
quasi-rent s follows: "The sopply of machines is fixed in the short- Tun
whither they are paid much money or linde so ey ewn o kind of rent. In
the long run this rent disappears for 1it i not true rent, but only an
ephemeril reward — a *Quasi-rent’,

The quasi-rent of Marshall can be lustrated in many wiys. Duning
he World War 11, there was a sudden increase in the demiund for shapping
and the supply of ships, us we know, could not be iMd,mﬂﬂ-wlll.
Since there was acute shortage of shipping in the war time, the freight
charges went up. Not only the existing ships camed eROMTIOUS InCoE,
but also old and discarded ships wheil were pressed 1010 service camed
abnormal freights. Thus the ships camed surplus over their notmal
income. The additional income was due 1o shonage ol supply of ships
and the surplus eamings were only a shorl pesiod Phnzmnmi:.nﬂn. in the
Jong period, new ships were construced nm} shipping charges came
down. Hence the quasi-rent garned by the ships in the initial period of
the war, disappeared altogether.

7. Stenier and Hague, A Textbook of Economic Theory, 4th ed.p.329.
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Supposea W&ﬁcﬁlﬂﬂ? demand for nets alep iml;:i:_ﬁ“'
increases suddenly more rent because the su.msly of neiy “'ml:llt
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v . surplus called by U6 0ame quusi- .,
.nm'ghaﬂ “’;ﬂﬁ% due to the shifting of a big gmc_,n::;:;
be hod mﬂu"'}; ity 1 cerni-urban or mofussil area, the BOVErtycy,
office from vo 1o the NEW headquarters demanding building . . e
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rents, But . tional income or quas-rent will Vanish 'H,ﬂ

houses o quanters, (ST roased in Figurc 27-6.
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FIGURE 27-9

The figure illustrates that the rent of building space i fixed in (b
molussil area and anyone can occupy OM amount of space at OR price,
The Jandlords get real rent because OR amount 18 necessury fur OM
space. Suppose as staied, the dcmand‘ff:lr space ingreases soddenly o
DD w0 1yDy. Itis difficult to get additional space. So second class and
infetior building space would get up-geaded 1o first Class space and the
price would go up from OR to OR;. As the price rises, the space offercd
increases from OM to OM;. Each unit ol additional space brought inio
the market will geva higher price OR | which will apply to all unite, This
means thai all the space mpresented by OM; will now receive a higher
rent OF snaewd of OR. This additiondl revenue accrues 1o the cwners

because ihe supply curve has become upward sloping. Thus quasi-rent ic
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s here. HnTHh-uﬂwhmuﬂhm

phEIY™
and Iakerest

_Qﬂiqmn-mdinr:ﬁ'ﬂmmhﬂ The former 15 the recum on snk
' hm:&#m?ﬂmﬂnsmul'mhdmmhh
ﬂﬁpﬂﬂmhnhm-mhmmwlmm Interes
wawmﬁmm-mmmm qUEs-
#:m_ﬂmﬂ?:@m{mmmm:mmmﬂ
N The distinction berween quasi-rent and inierest is oaly one
Fderee. Any factor which i pormanently fixed eams rent. Any facue
hich i fcrad_amwindmmsqm#mrandunmh:u:sm
,-._,_,,d;:anmmrpu?odm-hm Heoge Marshall remarked that
~£ach _Mmmmgﬂmﬂywmumﬂmmlmﬂh
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RENT QUASI-RENT
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factors whase supply is fixed than land) whoss supply s
in the short a5 well as the long fixed in the short penod bt
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%—ﬁuj Govemment of India. The Compan '

_ y had been faging hea
gm some years. [ts .H;m:“hlﬂd losses by 1970-71 amounted tu“gs, S.g
M,autﬂ{emm! wmanaged to get u marginal profit from 1972-73
uﬁ""'d! It is barking on expansion plans 1o produce 15,000 tons of
Wm h:::' f;‘ﬁ“‘;};‘; cost of about Rs. 10 crores, Thus in the
T yependence days, India ree units producing i “steel: i
ﬂ-pF"i“m sector and one in the public sector, Pon.and shecli tworin

IRONAND STEEL INDUSTRY IN THE
POST-INDEPENDENCE PERIOD

(h the dawn of independence, the Government of
WA s of industrial expansion it iron and stecl muiﬁzi:w o
isting 1012 ron and EIﬂEI Co., was allowed to continue in the privite mcln;. but
o UitS were prohibited from private sector,

The first step in the d;mdmn of public owned stee! plant was taken up in the
et 1954 with German aid. A plant was set up in Rourkela (Origsa), In 1955, with
qussian aid, anothet plant was set up at Bhilai (Madhyn Pradesh), and in 1956,
the third plant was set up al Durgapwr (West Bengul) with British aid. Another
geel plant was st up io 1965 at Bokaro (Bihar) with Russian help. During the
fourth Plan period, steel plants at Visakapatnam in Andhra Pradesh, Hospet in

and Salemn in Tamil Nudu were started. All have been kept under public
sector o have regional balance.

with the takcover of the Indian Iron and Steel Compuny in July 1976, at

there are six integrated steel plants in the country — five in the public
cector and one in the private sector. The total eapacity of these six plants is 106
‘ikh tonnes of ingot stee! and 80.9 lakh tannes in term of saleable steel. The Table

33,4 gives plant-wise capacity.

Table 35.4
Plant-wise Capacity of Steel Industry
Name of Unit Rated Capacity in ‘000 tonnes
Ingor steel | Saleable steel
Public Sector:
Bhilai - 2500 1,965
Durgnpur - 1,600 1.239
Rourkela - 1,800 1.225
Indian Iron & Steel Co,, (ISCO) - 1,000 800
Tata lron & Steel Co, (TISC) .| 2000 1,500
Toal 0600 50

T



Progress under Five-Year Plany ey

As we huve studicd nlready, at the beginning of the First Five- Yoy, Plan
Independence, there were only three major pmduws of iron and see) 5, l':dﬁﬂ
i, Tot lron and Steel Company, Indian [ron and Steel Company 504 e la,
Iron und Steel Works, A for the private sector, the expansion F"'mt:
envisaged un increase in the rted capacity of finished steel to 15,5 jyyp o™
in 1955-56 as muuinst 9.7 lukh tonnes in 1950-51 and thit of piy iron 27 l:?
tonnes in 1955-56 os against 18.5 lakh tonnes in 1950-51, The o h
programme and expansion programme launched with TISCO wepe Catried :"
very successlully, -

During the Second Plan period, three plants in the Public weey,
established (Rourkeln, Bhilai and Durgapur) under the ownership and comigo] of
Hindustan Steel Limited (HSL yat an over all cost of Rs. 635 crores.

During the Third Plan the capacities of Bhilai, Rourkela and Durgiapur weg,
increased and the plan fixed a turget of production of 10 million tonpey o]
ingots or about 7.5 million tonnes of saleable steel. Actually by the end of g,
Third Plan period, the saleable steel produced was only 4.9 mullion tonnes and
ingaol steel produced was only 6.5 million tonnes. '

During the Fourth Plan. it was envisaged that the total capacity would e
stepped up from the level of 8.9 million tonnes in 1968-69 1o about 12 millien
Tonnes ingots by 1973-74. The production in 1973-74 was 5.8 million tonnes of
ingot steel and that of saleable steel was only 4.35 million tonnes.

The major programmes during the Fifth Plan were (&) Expansion of Bhils
plant 10 4 million tonnes; (b) Expansion of Bokaro on a cominuous basis o 4.75
million tonnes; (¢) Significant progress in the implementation of the
Visak haputnam and Vijaynagar steel project; and (d) steps for the completion of
alloy steel plant at Salem with an initial capacity of (.25 million tonnes. The Fifth
Plan also made provision for technological improvement in the ¢xisting steel
plants,

During the Sixth Plan, further expansion of Bhilai end Bokaro was carried out
Consequently, the production of saleable steel increased to 8.77 million tonnes
by the end of the Sixth Plan. The Seventh Plan increased the capacity to 14.84
million tonnes and production target had been kept at 12,64 million tonnes,

The Eighth Plan provided comprehensive effort in the industry towards
modemisation, upgradation of technologies, replacement of obsolete equipment

and also removal of technological imbalunces.

During the Ninth Plan (1997-2002), there was considerable capiu
restructuring of the steel units in the public sector. There was considerable progr=
in the export of steel during the last two years of the Ninth Plani bﬁ*d:}
domestic demand is also increased due to highway construction in many parts

the country.

More

e
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& However, at the ime of Tormulation of Tenth Plan, there was general
Jowdown of the progress of steel industry, due to restrictions imposed by major
qee! importing countries. Hence, Tenth Plan did not contemplate on providing
~ gitional capacity for the steel plants.

Table 355
Progress of Steel Industry
(Production In million tonnes)

— Tear Steel Ingots | Saleable Steol

— 1950-51 1.5 1.0
1970-71 6.1 4.6
1990-91 14,7 [3.5
1994-95 14.9 17.8
1997-98 24.8 23.4
2000-01 270 30.6
2004-05 34.8 39.3

" During the Planning period, the steel industry has made a very remarkable
progress, production of crude steel has increased from 1.5 million tonnes 10 34.8
aiillion tonnes. This rale of growth, though seems to be very impressive, cannot
be considered as adequate, as India has to import steel from loreign countries.
India s u leading importer of steel, on un average of Rs, 3000 crores per year.

Indiat procuces 86.5 million tonnes (MT) of steel, which is over 5 per cent
of world production, making it the fourth largest producer of crude steel in the
workl. Domestic steel consumption in the country was 76.99 MT per cent in
2014-15, showing a modest increase of 1.9 per cent over 2013-14, Global steel
consumption wis estimated to increase by 0.5 percent in 2015 and & projected
1.4 per cent in 2016, The World Steel Association has projected Indis’s steel
cansumption to increase by 6.2 per cent in 2015 and 7.3 per cent in 2016. Steel
imports increased from 5.45 MT in 2013-14 to 932 MT in 2014-15. While
world prices declined by 20 per cent to 45 per cent duning April 2014 to October
2015, domestic prices of steel products declined from 17 per cent 1o 35 per
cent during this period. Steel productinn in India has fallen short of the increased

capacity from 59.85 MT in 2007-8 w [09.85 MT in 2014-15.

Another imponant feature of the progress of steel industry in India is its
growth in research and design and it is also self-reliant 1o set up new steel plants
without depending on foreign countries, For instance, Bokaro steel plant was set
Upon'its own without foreign hand,

Another important aspect of the progress of the indusiry is that the

mment gave licences to set up electric are furnace units, popularly known
= Mini Stee! Plants, producing mild stecl and alloy steel. There are 179 mini
tecl plants with a total capacity of 5.6 million tonnes.
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The industry'is porforming weil in recent years due to libualismimi
surcs, such as the abolition of Steel Development Fund, steady reyegior of
import tariil, the modernisation Imd l.lp‘ﬂ;mdiﬂﬁﬂ of technology und 8150 coy,
pulsory cost reductio through quality improvement.

The Government has liberalised the steel policy and issued 3 New st of
E“id-f‘liﬂﬁﬂm 1990 onwards. um the new Pﬂtlﬂf. the private BEClop Mmu
allowed to set up steel plants with a capacity of upto one milljon .
snnum and for this purpose, they are free to choose between the Electrie A,
Furnace and blast fumace processes. The Gavernment abolished pyip, ol
distribution conirols on lron and sieel ilems manufactured by inlegrateg

: Steel
plamts with effect from January 1992, The Freight Equalisation Sehame “.IL
also withdrawn. The Iron and sieel sector is now open entirely withow

sectoral reservations, licensing pricing, distribution and contrp] 0!

This liberalisation is # radical departure for the industry which wag
experiencing near exclusive public sector monopoly and also canalised imports,
protective import tariff and government regulated domestic prices.

The decontrol and liheralisation policy has led to sudden rise in stee] prices
of various items. Reduction in import duty on various items of stee| has, now,
some moderating influence on the market price of sieel.

STEELAUTHORITY OF INDIA LIMITED (SAIL)

To co-ordinate the development of the iron and steel industry both in public
can privite sectors, the government of India set up the Steel Autharity of Indig
Lid., (SAIL)in 1973

SAIL owns all the shares in the public sector COrponitions connecled with
steel and associated industries fike coking coal, iron ore and MANZANESE ore a3
well as all Government shares in the private sector cumpanies. It also sots as the
nominee of public sector financial institutions, which hold shares in private
sector companies for steel and associated input industries, refractory units and
smaller steel producing organisations, The management of public sector plants,
viz., Bhilal, Durgapur and Rourkels is vested in the state owned Hindustan Stee|
Ltd., a subsidiary of SAIL.

Let us discuss in detail the origin, objectives and echievements of SAIL.
Origin of SAIL

The public sector plants, in steel were making poor progress. The Hindustan
Steel Limited which managed all state owned steel plants suffered cumulative
losses. Heavy capital investment, 1echnical know-how, ever increasing demand
ol steel, problem of steel prices, problem of metallurgical coal, elc,, were
scourging the steel plants of the country. Because of these problems the
production was lagging behind the targets, The condition before the
establishment of SAIL can be summarized as follows:
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i m‘;fu p,,umd'",mf' worth of steel had 1o be imported every year bocause

) u{tﬁwﬂu:nﬂcmicmdumimm— W
ﬂi’-’ . he day in steel plants. indiscipline were the order
o o There Wi frequent breakdown of plams,
fM The supply of coal was very irregular,

Black market in steel was flourishing. It was estimuted that black i
W ir; steel exceeded Rs. 5,000 million  year. . arkeriog

1o overcome these Elcfﬂcu and problems which had besieged the steel
ipdustry. # new organization called the Steel Authority of India Ltd. (SAIL) was
crested 0N January 24, 1973 out of the fertile imagination and endeavour of the

ohan Kumaramangalam, the then Union Minister for Steel und Mines,
The Stec] Authority was charged with the responsibility of increasing steel
aroduction and productivity, ensure proper distribution, cut down steel imports

und build practical perspectives of growth.
'oh]uﬁ-vﬁnf SAIL

r ate Mohan Kumaramangalam, the Father of SAIL had put the objective
jmselfus follows:

(i In sccordance with the Nutional Economic Policy and objectives laid down
by Giovement from time o time. the SAIL is to plan, promote and organise and
integrated and efficient development of the iron and sieel and associated
industries such as iron ore, coking coal, mangancse, limestone refractorics, etc.

i) It is to co-ordinate the activities of the subsidiaries 10 determine their
economic and financial objectives/largets and 1o review, control, guide und
direct their perfarmance with a view to securing optimum utilisation of all
resources pinced at their disposal.

/1) The SAIL is to nct as entreprenieur an behall of the state 1) identify new
sreass of economic investments and (o undertake or help in underiaking of such
investment.

(i} To formulate and recommend to the Government & national policy for the
development of iron and steel and related input industries and to advise it onall

policy and technical matters.
immediate objectives facing SAIL were
() Maximum utilisation of the installed capacity;
(8) More production to bring down prices and black mirketing;
i) to make India exporters of steel on 8 permanent basis; and
(V) to cnsure co-ondination between steel industry and industries associated
with it like coal, iron and mangancse.




The Steel Authotity of India, Limited (SATL) fs o = iy
enterprise in Indin necording for an investment of Ry, ﬁﬁmmhqui _

of over 2.5 lukhs persons. The Steel producing units under “;ﬂd_l

Lt
ton Limited are also under the control of SAIL feral h“‘-"n’:‘n
PROBLEMS OF IRON AND STEEL N DUSTRY

The industry faces many problems such ag el ﬂiun,; |
underutilisation of capacity, non-availability of raw Materigle Ev::- 4 |
dulmnd,hbnurtmrmmlﬂusdiscusssnmnmg% i""‘mmu
l.lldtln:y "“"'L‘nu nfﬂh
I.Ulﬁrtlﬂh.ﬁmnfumﬂy

Throughout the petiod of planning, this ind Wit -
utilisation of its capacity. During Seventies, all the units wem::ﬁ:f:rm Pooy
the capacity. The average capacity wilisation during this decage ey oW
between 64 percent 1o 70 per cent only, Bhilai and TISC O WETE perfiem: “’1',“!'*3
well with capacity utilisation around 85 per ceiil, while other wer mn‘:ﬁwhm
cent. During eighties, the average capacity utilisation of ujrg WA acouing ) pos
cent. Only in recent years. there was Some improvement in cupacity ‘“ilimii:u
The average has increased 1o 88 10 91 per cent. Capacity wtilisaign iy 'n:«;p;
reached the level of cont per centand in 1994-95, it had reached w107 pnm
while in SAIL plunts, it reached 1o 62 5 per cent.

2. Gross IneMiciency

Almost all public sector units of this industry exhibited Bross i":'ﬁ'icim:y
with units losing continuously and also heavily due 10 heavy invesimen %
social overheads poor labour relations, inefficient Op management and alo
underutilisation of capagit ¥, The top management ofien COMprisey of
non-specilised and non-technical people. Appointment of afficials of | A S. cadre
at the top management level who re unequal to the sk of providing the nguisiy
muanagerial competence, resulied in very poor management and heavy losses,
Those who had the competence, could not deliver gonds, ay they had to work
mnder severe constrains like undue political interference, labour disputes etc.

3. Obsolete Technology

Some of the public sector steel plants ure working with obsolete technology. |
¥n respect to blast furnace productivity, Indian blast firmsces are nol even half
efficient us that of steel plants in forcign countries, Many advanced countries.
even some less advanced countries like Brazil have s.-wm:]mi over lo ?}fﬂﬂ
Convertors, which is the best process, while India contimues o use m;!m
mactices. Due to technological obsolescence, the w-;mmplﬁ:fﬂuuﬂ
- H - ¥ " ¥ gom 4 1 i
= India has been increasing, in addition 1o the increase in energy |

—ﬂl
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%Mﬂﬂ developed countries have been successful in cutting down
s consumption on Indian lron and Steel company was around 16,8 gega
e per tonne of saleable steel, while it was less than § gega calories per
@O Jgpan during the year 1984, Things have not improved

¢ w#diudu#mmﬁ{“ffﬂ“wwmunﬂdyﬁmwmmufﬂt

#’!ﬁﬁﬁ,,ﬂuuqnmw iniensive industry, As such, even s small increase in
e mmnal‘n of the industry will have heavy impact on the total cost of

peL tion. Pig iron is the most important raw material for the stee| industry and

F“’dﬁmnrpiul’ﬂﬂhﬂ“ﬂ'"ﬂmiﬂmﬂr over the years. Adding to this, the

e “fwﬂmdpumhasllmqudingmhuw

%t "\ a result the steel units have to face difficulties,

%ﬂﬂlwm
The modem gian! balst furmnace needs high grade iron ore and good

lurgicsl coal. The industry is unable ta get good quality coke and
i re which are the principal raw materials next to ir::tmt.yhimufmr
panganese resaurces are of poor quality. Supply of adequate zine for the
coinuous galvanizing line has also become a prohlem, Further, power shortages
have affected the Eunctfumng of the steel plants adversely. For instance,
ndequate power availability from Damodar Valley Corporation has affectad the
erformance of SALL.

4. Problem of Administered prices

The Government had been following a system of administersd prices, and
cantrolled distribution of steel among consumers. In the face of heavy demand
for various irerns of steel materials, price control and distribution had led to
heavy black-marketing and acute shortage of stecl, Only the private distributors
siood (o gain and the main producers were denied of the high prices paid by the
ponsumers. The prices for controlled and decontrolled categaries of steel are
fixed by the government through a Joint Committee in which the producers huve
very fittle say. The Committee is fixing the steel prices, but at the same time, itis
it regulating the prices of raw materials. With effect from 1973, a revised pricing
policy called differential Sreel price policy for steel products were introduced. By
this. the prices of certain items of products were increased by the Clovernment,
but the premiium in the market due to enhanced price was not allowed 10 acerie to
e producers. This amount was asked 1o be tranuferred 10 a fund called Steel
Fqualisation Fund maintained by SAIL and withdrawals by the producers from
Ml were permitted only in consultation of the Planning Commission and tht oo
Ui rposes like plant rehabilitation and increasing production. This procedire
& considered rather unjust by the producers. With the introduction of New
hdatrial Policy in 1991, the Gavernment had announced the abolition of
Frice cantrol from Jamiary 1992 onwards, Jt abolished all price equalisation

E.".‘_\-..s-‘

increase in inpiat
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7 Sickness of Mini-steel Plants
According to “Report on Currency and Finln::l:.' ﬂft‘hc m Rarik of
India (1979-80, Vol.I). the mini-stee! Plants were faced with sickness. A
ing to the report, “The main problem fnm.:d by tiu:sc units included shon *pply
of inputs and sharp intrease in prices of inputs like clectrodes and scrap, inag
equate power supply. constraint of working capital and poor mana ers
order to retrieve the mini-steel plants from sickness and make mmg . ; '!' the
Government provided the following fcilities: {i) I..l_hem] import of melting scrg,
and sponge iron without impor duty; (i) free dm_emi fication of productian in,
all grades of carbon and alloy steels, including suuplcus steel, (#i) Installatin of
and (iv) addition of balancing facilities like contingy,

captive rolling mills;
casting machines; heat treatment furnaces, elc, With the help, the minj stee]
plants were rehabilitated and they are now working fairly well,

8. Probless of Metallurgical Coal

Indian Steel Plants are frequently faced with the problems of gettin,
adequate quantitics of good guality of metallurgical coal. With the expansion of
the industry, the demand far coking coal is on the increase, India's supply of high
grade coal for making coke for the smelting of iron is quite low. In addition 1o thig.
Indian coking coal hus a high ash content because ol the sedimentary nature of
their origin. In fifties, the steel plants were designed for using coal with 17 pe
cent ash coment. Over the years, as mining proceeded deeper and 1o lowe
seams. the ash content increased 10 25 per cent. It his been estimited that every
one per cent increase in ash content of eonl brings down the production of g
furnaces by three per cent. Consequently. the steel units have to impon coal from
for¢ign countries with lesser ash content, to keep the blend at |5 per cent. The
share of imported coal is increasing.

Besides the above stated problems, the Iron and Steel Industry faces the
problem flimitations imposed by balance of payments, lack of transpért to matek
the growing metallurgical traffic and the problem of wide and unwieldy fron
Further, the demand for steel is growing year after year and the industry could
not cope with the ever increasing demand for the product and hence we havelo
depend heavily on imports.

With all the problems and constraints, the Iron and Sieel Industry of India s
marching forward with increased production and capacity. This is only & logic!
corollary of any programme of rapid industrialisation f the developing econamy
We know that steel is a basic malerial in the manufacture of metal products.

electric machinery, transport equipment snd textile and other machinery
According to Pandit Nehru, Steel is the symbol of strength of the economy and

it portents the glory of developed India.

- -
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""dlﬂw to the Viece-chuirman of Sieel Authority of Indin Lid., SAIL §
! ing ,,,Fmdmnely well tovwards modernisution .Ed?h: prrirmAry :nmm n:’
s reducing the coat ﬂfh production and improving (he quality of products.
| & . :undm:l;m intwo phases; the first completed under the catics
o plath current phase under Corporate Plan 2005 It Is through
P i unhi;_mnﬂwﬁﬂvcmlm thist SATL will bu uhle 10 meet competilion

Mowiwcpnduwmn well as from fmporty.

fron ing 1o the Viee Chuirman of SAIL, mwfxmmm 15 the
Ao Wmﬂlwuqfl?'l:ﬁlliun&ullmmﬂinl!l‘a‘l]mmm
ode™ the use of the mwmaterials, especially iron ore und coking coul. The

L e i
gw ﬂmﬂmﬂhﬂ.hmtuﬂh:lmmﬂmnﬂrmdumilmtumidﬁ
fm inthe Table 35.6.

Table 5.6
Comparative Cont of Production of Steel in 1994
(Dallars per tow)
| Cowntr¥ Miater; Labour ﬂf"ﬂmmfﬁ Finunclal| Total Coxt
: 2 1+2 3 e 2h3

= 155 438 a4 |
| - 1l 170 48] 106 5q7
- il6 177 473 % 9
ol x5 im i n 415
;lfuh Kores x5 80 75 1o | 48
| 34 & mn n|en
| xmmmﬁ |53 H 187 15 p. )4

l 5.4!1: a7 # 2K | ¥ z.lm o
1 [Souwrce. ‘Survey = fTodian Industry 1996': The Hindu, I 241)

4. SUGAR INDUSTRY . i
Sugar i ia 15 the best ngrﬂ*bﬁed ndustry 0ccupy

b e "  Next to textiles, 1t i the Biggest

o arkers und 50

25 million

13 i : -- um u .
mﬁﬁ?::&ﬁ? / lakh skilled and unskilled W
tyusand technicians,
cltivators, In wddition ut:: this.

rade, transport © SUgAr
rl;ﬂl. plastics, paper, ic ubber, fibre wn:ﬂ

three




-——

—— Ay

received grest impetus after the grant of protection

mf:ﬂmmﬁ&mm from 31 in 1931-32 10 200 in :gg-;_ﬁaa:;::it. The
1974-75. ﬁl'ml thema.reﬂﬂ fuctories 1[’1 India in dlﬂ‘urmmnfﬂm%w
Of the 420 factaries with an installed capacity of 15 million tonnes, g Stiteg
working: 120 in the private sector, 60 in the public sector gng Zinqgu“
cooperative Seclor. In th,

The sugar industry is mostly oriented to a single material,
which fnnﬁ:r 60 per cent of the total cost of production. T}mmtr;? &l.};";:? Citne
naturally conditioned by the availability of sugarcane ang acilin i
transporting raw materials to the suger mill. Proximity to the gy ey of
essential as the sucrose content of the sugar cane will decrease "‘“"m is
cane is harvested and it is better to crush it at the earliest OPPORtunity 1, the
good recovery of sugar. | haye

In India, almost all states enjoy the benefit of having SUGAT facye.
However, itis concentrated in large measure in the states of Maharagj, 2 Ofiey
Pradesh, Bihar, Kamataka, Uttar Pradesh and Tamil Nadu,

Indian sugar is of three forms — Jaggery, Khandasari aud%ium_
first two are prepared by indigenous methods while white sugar is dirlbght
produced in the factories, Iy
Progress under Five-year Plans

The progress of any agro-based industry depends on the
productivity and production of the raw material concerned and the effective
processing of the same in modem factories to meet the local demand gng also the
export market. So also is the case with sugar,

The area under sugarcane has been nearly doubled during (he plannisg
period and production of sugarcane increased by three times. The productivity
of cane in lerms of yield of cane per acre has also doubled during the planaing
petiod.

Al the commencement of planning in 1951-52, total area under sugarcans wis
47,92,000 acres and the yicld of cane per acre was 12.4 tonnes, By 199495,y
under sugarcane increased to 91,12,000 acres with an yield of 25 tonnes per acre,

Before 1932, there were only 32 factories in India producing only 1.6 lakh

tonnies of sugar. With the grant of protection in 1932, the production increased to
nearly 10 lakh tonnes by 1937 operating factories,

At the commencement of planning the total production of sugar was just 1.)
million tonnes. By 1960-61, production of sugar went up to 3.0 million tonnes ind
by 1980-81, 5.1 million tonnes. By 1990-91 there was fantastic incresse of suga
production to nearly 12 million tonnes. But during 1992-93 and 1993-94, there wss
steep fall in the production of sugar to 10.6 and 9.8 million tonnes respectivel!
The government had to import sugar during this period to meet the shorage. W
know that this had resulted in scandal of “Sugar Scam’.

Hch:lgg'
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e the : 95._—_?_\3\ )
| ﬂn b'::'}' u'?’::"w i ““:fgg“;t :ﬂ ot -=ssed 10 14,6 million tonnes.
?M grodually during the Period of . ;ilﬂh:elﬂu gl'l.be sugarcane, |
Iﬂ’?g'ﬂl.and by 1994-05 the Fecovery of sy Was |2 Per“ﬁﬂ!d Ot presyntin
I Tuble 33.7 BIVE Prticulirs of ingreqqq Ulitmber u;enm“t. ies, increase
dem&!ﬂmmmvﬂyﬂmﬂ“fmw“w j %
T years during the
planc” Table 357
Number of Factories, i"mdnﬂhummw Recovery pnvticulary
—Year Number of Total Sy Recave
Jaciories in Produced 1% of ;:{&m
apération (Million lonnes)

— %12 140 14 957 B

1955-56 143 1R SR

106061 174 30 974

196566 200 is 9.70

71 215 37 979

7374 29 39 934

(980-81 315 5] 92.58

sonuas 138 61 1024

199091 341 119 112]

109495 400 14.6 1200

199798 420 12.7 11.8

20102 430 161 119

(Souree; Cooperative Sugar & Economic Survey)

Production of sugar statewise in 20
Vearly 20) states in India are produci ngs

14-15 Is given in the Table bglow
ugar. However in ermy of productivity

there & « wide gap among these producing states.

T Stare Arza fin ha) Production Productivity
. (1n (0N tormers) (tones/hq)
Andhra Pradesh X0 115533 T3
Assam 25 935 374

e 108 4352 403
Chlatisgarh 10 » 20
(haray 197 14304 76
Hiryun 115 8050 700
Ttk 6 150 250
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Kerala ! 108 108.9
Madhya Pradesh 96 4475 42,4
Maharashira 770 57042 74,1
Orissa 18 7 62,1
Punjab 105 6300 60.1
Rajesthan B 475 59 4
Tamil Nadu 323 35182 108.9
Uttar Pradesh 2058 120140 53"
Uttarakhand 124 7686 62.0
West Bengal 20 1300 65.0

In Table given below, production of sugar in India since .‘{W
-15 is given. [tcould be noted that though the number of factoriey in wu
increased only by about 48, the cane screage has incrensed substantially 4, '
this period along with the production of sugar which has gone up by more "&l
800 Inkh tons,

Particulurs _| 2008-09] 2009-10) 2010-11\2011-12] 2012-] 2003-14{ 30103
No. of factiones| 488 | 490 | s07 529 26 509 | 535
operation

Cane acreage

(000 Hectares) | 4415 4175 | 4885 5100 | 5279 5341 | Gn
Production

(Lakh Tons) 2850 2023 | 3424 3538 | 3544 3456 | 36
Molasses

Production

(000 Tong) 6542 BADO 110970 | 11824 | 11744 | yoRm2 12412
Sugar Policy o

The sugar policy adopted by the Government of India had been very bitier
and also erratic. The production trends in sugar, exhibiting alternating periods of
prosperity and scarcity with wide divergence in prices show that all is not well
with the policy sdopted hy the Govemment. Apart from its inherent weskness of
being an agro-based industry susceptible to the vagaries of monsoon and weathe,
the adhoe policies of the Government towards this industry have a very advene
effect on the production, distribution and pricing of sugar.

Sugar Licensing Policy

The sugar economy in India is highly controlled and the sugar fm-lm““‘
under compulsory licensing. The Government issues poriodical guidelines

__——ﬁﬁ
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“d,ngiug new Suger factories and yia. 3543
jines givenin 1990 %0 for ex :
g“ﬂfmld.he given umw o HE“MFT:;M-" of existing ones.
e in that ares. (ii) The f 8 no suger fictary wi {orne suges
gl BCtory should ary within i mdius of 15
WS wnnes of cane per ddy, (il have s minir
of = - y. (i) ; win crushing eapacity
. dition that fﬂf;pr}nu would be
cugarcane: iv) preference to-stan faciories wi
sectof Pm::: Swmm;m than private sector. (v) Li -
. rerally for _ Acture of industrinl alcotl censes would be given
nﬂiﬁs‘ﬁ with & view to increase production of i.ndmn-im;u'il the conversion of
¢ Pricing Palicy ohol for expart.
‘The sugarcane pricing policy has been affected
(e prICES The Statutory Minimum Prices (SMF') Emml fiactory, There are
P sl Govemment on the basis of cost, of product; "y is fixed by the
js the Srare Advised Price (SAF) fixed by ﬂm:smuliﬂmmmﬂ
ific recoveri itians i - mg info
the spec eries and conditions in that particular Stae. SAP has ‘

; : h!g{ﬂ}' ;stpb:?i;’::l;m{: and it hﬁ become quite arbitrary, having no
hearing o0 e cost:of duction of sugarcane, As a result, the difference
perweet sa? is ever wideming. In the year 1993-94, the SMP was fixed it Rs.
14,50 per qumml The SAP of States varied from Rs. 36 perguintal to Rs. 62

Regarding Sugar Sale Policy, the Government inststs that the existing nugsr
fesshould supply 40 per cent of their production as "Levy Sugar” for public
Jiggrbution System and (he price is fixed below the market price. The remaining
) per et of produgtion can be sold in the open market for which the price will
pe pot be controiled. However the murket supplies of frec snle sugar arc
tated by Government by fixing monthly release Juota S0 i to maintain price
sability. Prices of levy sugar arc fixed zone-wis, on the basis of SMP of
: plus conversion costs as hy the Bureau of lnﬂu'iﬂ:iﬂl
Casts and Prices Incentives arc given to the nearly started fuctories by allowing
market sale of sugar, without levy sugar. for.a

(hesnt Lo have 100 per cent opeh
period of 8 years-
Develo t Fund
Sufugar Dcvi:‘;:ﬂmt Fund was set up the Act n_i' parliament in the wﬁ
Jhich consists of money ransferred from the proceeds of sugar cmﬁ,:;?
pmducﬁ.uu.- The is utilised for sdvancing loans for rehnbilitation
o o ndustry and also for development of sugarcane in

41 modernisation of sugar I ; - d maintenanee 0F
X . ikt ced for building up and mant
e factory areas. The Fund is also b ?hu ot nccumulation 10 the SUEE
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PROBLEMS OF SUGAR INDHETM
The industry in India faces many problems The
cumpelil?tflm from gur production, low yield of sugarcane ntw?f“ . "
low milling efficiency, defective structure of the Eﬂdlm:m high M’“{;m
sugar, failure of Government to follow a consistent palicy, uhm%;:::“’ Price
mounting losses and the problem of by-products. Let us brien -Mhi%
problems; ¥ Stugy they
I, Competttion from Gur and Khandsari Units: {na a1 Sugar .
three forms, namely Gur (Jaggery), Khandsari and whire Sugar 'n;rmd“w b
' Gur and Khandsari are prepared by indigenous methods with ﬁﬂl:m wg, i,
. lowoverheud costs. White sugar is produced in the Modemn sugy; 1 “IPia 3y,
hieavy capital investment und other averheads. Since the cost of %“"'ﬂh
gur.ﬂﬂd Khandsan ul'-lil.ﬁ are f‘ﬂw. lltjr are oble o pay mmmmvﬂ_qun b"
| to sugarcane and carner the supplics of sugarcine, Atiraetad ¥ 'Ehpﬁg:
| received from gur and khand units, the farmers prefer selling their f“""’ Pritey
| indigenous units, rather than factories. Thus, the sugarcane gets di
. modern sugar mills (o gur khaned units.

diversian of sugarcanc to gur and khand units. This diversion . -0 *
Maharashtea, L).P. and Bihar. With high prices for gur ang kw r
producers in the indigenous unorganised sector sere able 1o pay ﬂt!mc;i-.i S|
to cane growers, Further, the cost of production in these indigenoys WT
much less than the sugar mills in the organized sector. Whjle sugar mills hyy ::l
4]
pay around Rs. 2,000 to Rs. 2,500 per workers, the indigenous gur gng kheng
units can get away with Rs. 500/~ to 600/- per worker, employing Mminimu
workers, This diversion of sugarcane 10 gur and khand units during the yesy
1992, 1993 and 1994 was enormous and the production of factory white slign
decreased by 3 million tonnes, There was acute shortage of sugar in 199794 e
domestic demand stood at 12 million tonnes and Expart commitment stood s d 11
lakh tonnes to U.S.A., Nepal and European Community. Az against this
requirement of 12.5 million tonnes, the actus! production stood a1 98 million
tones. Henee, the Government had to impon sugar from foreign countries. Fmitic
produgtion trends in sugar factories and shortage of sugar are sttributed sl 10
the diversion of sugarcane of gur and khand units, Further, diversion ©
indigenous units is a [oss to the nation, as the recovery of sugar in couiry
indigenous units is only 5 to 6 per cent, while in factories it is 11 1o 12 per ceit
This results in a loss of about 40 per cent of the recaverable sugar worth Rs. 100
crores annually. Moreover, in indigenous units, the bagasse is burnt out & 'H;
while in factories this by-product is sold to Paper Mills for nunﬂfﬂm‘:'n
cardboards and paper. Thus the country stands to lose on m-.-mlmunm%*ﬂm
the diversion of cane from fisctories. The government could no 40 m‘fﬂ”;ﬁm
control gur and khand prices. It is therefore necessary that price compe
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B ur wnd Khand be uvoided and the Govemment should chalk out 8
ﬁl;.j allocation policy of sugarcane between indigenous units snd modemn
- .

A
i units.

e " ounting losses anr! accumulation of arrears of sugarcane dues 10 the
# " sugancanc prices have been increasing year after and he cost of
for®" 1 of sugar is mounting up, since 60 per cent of the cost of production
M@iﬁﬂmumd by the raw material, i e, sugarcane.
oﬁ::iw. mcmnllﬂlllﬂl‘l from the sale of sugar is not rising g#q.;nmly o
he cost of paying '“'-'mfﬁd P"*'-‘H_ to sugarcane and other incidentals,
n‘ﬂl:diﬂit gverhead charges. This results in heavy losses 1o sugar mills It has
iICEE ated that the organised sugar factories in the country incurred & loss
ﬁg_ﬂpmmh 1990-91 and more than Rs. 700 crores in 1991-92, Asa result of
(i mostof the SUBA? factories could not pay the sugarcane price to farmers nd
| mm.mmnl'mgmm due to fanmers are mounting up,
5 Low Yield of Sugarcane: Sugarcane productivity is very low in India,
jowest in the world with only 17.1 tons of cane per acre whereas in
iiﬁ“"ﬂ.“.h 80.4 fons of sugarcane per acre. The climatic conditions of Indis
mhm:bcslmﬁtcdlusum Unless adequate trmigational facilites,
manuring, and the proper variety are provided, the productivity will not be
e This low yield of sugarcane has crested problems of shorage supply
o the industries ns there s keen competition from khandasari and gur
mﬁuﬁfﬁlm unjts.

4 Shart Crushing Season: Another problem is the short crushing season of
ihe Industry which makes the mills remain idle for more than 20 days in a year. The
crushing season starts as soon a8 the harvest of sugarcane commences and it
lasts for sbout 100 days only. This is one of the reasons for high cost of
production, Unless different varieties of sugar cane, ripening in difference
wasons are evolved the mills cannot be getting continuous supply throughout
the year.

§ Low Mitling Efficiency’ The milling efficiency and recovery of sugar is
very poor in [ndian mills. The average percentage recovery of Indian mills is anly
10 producing only 1.8 tons of sugar out of sugarcane produced in one acre, In
Indonesin the perventage recovery is 12.5 producing 4.4 tons of sngar out of the
caneinone scre. In Hawaii, the percentage recovery is 13.2 producing 10 tons of
sagar from the sugarcane production in one acre. The low milling copacity is due
4 ohsolete and old machinery requiring replacement. The industry requires shows
oeacly Rs, 100 crores for modernization. The percentuge of recovery shows signs
ofimprovement, in recent years.

6. Defective Struciure of the Industry: Tn the case of the sugar industry, there
52 wide gap between the wanufacturing unit and the production of sugarcane,
o say, divorce betwesn agriculture and manufacture, The manufacturing units
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do not have the plantations of their own, and as such do not have ““Ym -
over the quantity and quality of the sugarcane grown by independean &"ﬂh'ri |
Hence there will not be any co-ordination between the Farm and the f, .
ensure adeguate supplies and the proper quality of sugarcane. ""-nuthtﬂ
structursl defect in North India is the wrong distribution of cane supply, ig (1
and Bihar, in certain regions thete are 00 many mills competing jp g
procurement of sugarcane of that aren whereas in some other regiope wlu:;
there will be abundant supply of cane the factories will be lesser iy DM
Cansequently there will be shortage of supply in one region and ey —
in another region. This is being rectificd by zoning system in which aregy oy
reserved for each sugor faciory. '

7. High Cost and Price of Sugar: Inefficient and outmoded maghinery, |,
productivity, poor recovery in crushing transport cost, high taxation have py
cost of production of sugar at a very high level and Indian sugar is sold g 2 Yery
high price though in the international market sugar is priced 3t 0.66 per kilo, The
existence of control in production and movement of sugar and the high \xation
und considered as factors responsible for the high price of sugar in Indiy

8. The Problems of By-Products; The important by-products f Mg
industry are *hagasse’ and ‘molasses’, which are not properly utilized., The
Bagasse i5 utilized as fuel and molasses creates heslth hazards. Supplementuy
mdustries utilizing bagasse as paper, card board, ete., and utilizing molasses |y
the manufacture of alcohol, fertilizer, cattle feed, etc.,

Defects pointed out by the South lndian Sugar Mills Assaciation

According to the South Sugar Mills Association, the sugar industry in the Souh js
facing a crisis and if the crisis continues the mills may have 1o be closed dowy
According 10 them the Southem Sugar Mills muke 9 lakh tonnes of sugar annually; 2
per cent of the country’s production-worth about Rs. 120 crores. On this, the Cengry!
Government gets about Rs. 36 crores, On this, the Cenitral Government jget abous Ry
8 crores in cane cess, purchase tax, ete. Consequently the sugsr mills Jose heavily due
1o high cost of production varying from Rs, 114 10 Rs. 156 per bag.

The Associdtion indicatés certain bitter facts about sugar. (1) In Southem
States, the mills are losing over Rs. 11 per bag of sugsr on an average;
(2) Recovery of sugar from cane is low in the South; in Tamil Nadu it is as low as
7.9 per cent or 79 kgs. of sugar per ton of cane against 9.4 per cent or 94 kgs, of
sugar per tonne of cane, assumed by Government for fixing cane prices,
Controlled sugar prices is also based on this very assumption; (3) The
Government releese orders are not equitable; Maharashira, for example,
produces 10 lakh tons of sugar a year, i.e., more than all Southern States put
together, and holds no stock ol previous year’s production, where as Southem
mills hold 15 per cent of previous vear's stock and the entire current year's
production and thereby suffer most due 1o stock accumulation and unlified
allotment; (4) excise rates have skyrocketed up to 1,400 per cent since the
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Eﬁr._-,i imFﬂfiﬁﬂif} Im ::6;; xl “ugar Enquiry Commission rucammtnélod
dhit buffer the L Up. In 1969, 1he Tariff Commission also
“pdorsed this. But . _Gﬂ"ﬂfmﬂﬁ ming had not scted on this- (6) The Government
£ not heeded 0 3:_ R;mmminn reeeminendations in fixing sugar price
has BISO ignored ve Bank of Indig'y \

a0t
hetwee?

: m,upp]}:ﬁ{lpau:nlafompumfgn
while ,h.-_: remaining output could hﬂ 50ld in the market ot market price. The:
wnpﬂmm{gﬂrw hmwmﬁsmm The Junats Government

W w,_agﬂ.iﬂ pﬂl'tillﬂumﬂlﬁ-m dual pricing mw Nw

guI:Ioicd already, the producery have to supply 40 per cent of th:;r plr:::mhﬁ
wowirds *levy’ sugar. Thus, the policy of the government is not consistent with
s long term uhj:r:lw:. and it is mere adhoc measures, every now snd then,
gegarding the prices of sugarcane and also the sale of sugar, we had already
¢udied the problems connected with them. The whole scheme is neither in the
interest of the industry or the economy or the consumer.

Only recently, t.hc Govmmcm has announced its intention to review this
policy with the objective of making sugar industry globally competitive and
generating export surplus, while ensuring adequate supplies for domestic
consumiption. As a preliminary step the Government in 1993 (June) sholished
price and distribution controls on molasses and also announced incentives to
cucpurage starting of sugar mills. India is the fourth major sugar producing
country of the world, the first three are Russia, Brazil and Cuba. As an
agro-bused industry, Indinn Sugar industry has a bright future.

5. Cement Industry

Cement 15 & key factor in economic development in India, it has tremen-
dous potential for development, as limestone of good quality is found through-
out the country. The real beginning for the industry was made in the year 1914
when the Indian Cement Company Limited manufactured cement at Porbunder
o Gujaret, Since then, the industry has recorded continuous growth and now
india stands as the seventh largest cement producer in the world, At present,
there we 20 large cement units and 140 mini-cement plants with a total in-
Aalled capucity of 140 million tonnes, but producing only 107 million tonnes.
Wemploys over 2 fakh persons.
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The performance of the industry during the Planning period is given in Ty,
358,

Table358
Progress of Cement Industry during Planning Period

Year Insialled Capacity | Production fin Percentage of
(Million tonnes) Million tornes Capacity
ulilisation
i 1950-51 32 26 ) T
) 1960-6) 95 80 85
| 1970-71 175 14.5 83
| 1980-81 270 180 67
1990-9] 640 488 %
1994-95 87 624 7
199798 106,7 832 ;]
2001402 140.0 107.0 765

Al the commencement of planning, there were 21 factories with an anciua
cupacity of 3.2 million 1onnes. The Government hod a complete control on the
production, distribution and price of cement and as such the growth of the
industry was rather constricted. In 1977, the Governmerit announced that 12 per
cent post-tax refurmn on net worth was fair enough and retention prices would be
fixed to ensure it. This provided the required incentive for the industry and soon
after the industry gained momeatum with good investments. But, the rea)
impetue was provided with partial decontrol in the year 1982, Under this poliey,
the cement units were required to give up 66.6 per cent of their installed capatity
production as *Levy Cement’ at controlled price and the balance ullowed 1o be
sold ut the market price in open market.

This was intended to eliminate black-marketing in cement and 1o stabilise the
open market price. The Govemment in due course eliminated the partial control
and by 1989 liquidated levy system. Thus, the industry passed from a phase of
total control 1o partial control and then total decontrol. This gave the necessary
imitiative to the industry which developed in leaps and bounds, We can see in the
Table 34,8 that the installed capacity of the industry had gone up sharply from 27

‘million tonnes in 1980-81 to 64 million tonnes in 1990-91 (partial decontrol phitse)

and then to 82.7 million tonnes in 1994-95 (fully decontrol phase) and production
had increased fram 18 million tonnes in 1980-81 to 62.4 million tonnes in 1994-95.
By 2001-02, the installed capacity had increased to 140 million tonnes und
production 107 million tonnes.

Cement production increased at 8 CAGR of 6.44 per cent (o 282 79 millicn
tonnes over FY07-16. As per the 12th Five Year Plan, production is expected 10
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e 307 million tonnes by FY| 7. In August 2016, cemenm production in the
country increased by 3.1 per cent in comparison 10 1.4 per cent in July 2016.

ion of cement (mill
production (million tonnes) >

2655 2703 22
743
13

8
f«"é&é@éﬁhqfoé“é"é‘*‘é“éa"
Sow

M'WHTMWE Promotion, Office of the Econoese
agvsar, TechSei Research, F - Forecast, CAGR — Compound Annual
(wowh Rate

Mini-Cemment Plunt; A mimi-cement plant is one which has 5 capacity rang-
ing between 50 ronnes o 200 tonnes day. The Government had permined
sarting of mimi-cement plonts with @ view o exploit fimestone reserves m
difierent remote and inaccessible parts of the country. Mogt of these mini-
cement plants ure Tocuted in Kamataka, Andhra Pradesh, Madhya Prusdesh,
Rajitstan and Gujiral

Keganal Distribution: The industry is well diversified over 4]l the states
of Indla. Since the manufocture of cement requires welght losing materials
like timestone, clay and gypsom, the industry hes o tendency to be
Jocsted near availubility of raw materials to avold transpont cost. Capacity-wise,
the western region dominates the rest of the country with 40,5 per cent, fol-
lwed by the southern region 28,9 per cent nonhem region 20,6 per cent mnd
casien region only 10 per cent. Since the industry i loeation<specific, it hay
reaulted in Formation of clusters of companies at suitable limestone
T

Problems of Cement Industry

I Heavy burden gf tariff- The industry is facing a heavy burden of high
tirse duties, sales tax, rovalties on limestone, coal erc. The cfective burden on
Mt aiennts 10 45 much s 35 per cent of the retuil price of Letment and 47 per
araf the ca-factory price excluding excise, sales tax and Ireight. This is much
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2. Low capavity wtilixatton: The industry is not working 1) the Fioliese
capacity, During the planning period, capacity wtilisstion has dwindled f3em, )
per eent to 75 per cont, Conscquently, there is shori-fall in production, while e
demand for cement is growing at the rate of % 1 10 per cent snmum, The sy g
for under utilisation of capacity and Fﬂrﬂ-f-ﬂ n pm:fm T 8 (el sy

I} Acute power shortage in cement ucing states mem
f’mm 2510 75 per cent; (i) Shortage of coal; (iii) Limited availsbility of furmace -
(v) Non-availability of wagons for transport ete. '

3. Cost excalation and rigld prices: As in the case of other Indastries the
production eost of cement is escalating year after veser, bt the pricz of cesveny
has been kept rigid, Cement producers complain that while aiber g kting
materialy like steel ete., are allowed w increase the whole prices 4 the exter of
155 per cent between 1982-83 and 199394, the price of cement ws alloved i, he
increased only by 62 per cent. As a result, the Industry had 10 lose hesvily, bt g
estimated that in the case of levy cement, only 37 per cent of the levy prics wery
to the manufactures and the balance 63 per cent was mopped 1p by the
Government in the form of excise duty, sales tax, railway fright ee.

4. Increasing investment costs and declining profice The IVeRtment comt iy
cement industry ismﬁnghmwhilclh:pmﬁunfthcir&m;rmdmlﬁﬁng_i
has been estimated that the investment cost per tonne of installed capacity of 5
million nne per annum cement plant was R, 65(/- during the Sixth Plan perind.
During the Seventh Plan period, it was estimated at Bs. 1,500 per tomne
Investment costs have more than doubled and that too while the profity s
declining.

3. Cement Technology: More than 50 per cent of the cement plants wep
employing the uncconomicsl wet process. The technology adopted i
considered (o be very ohsolete, resulting in wastage of cozl and electricity. In
financinl terms, it works out 1o nearly Re. 200 crores per year. Only recemiy, the
technology is being changed gradually from wet to modem, fisel cificient dry
process,

Of late, cement industry has entered the ambitious phase of modernisstion
and expansion programme which include ENErZY conservalion messyres.
adoption of latest technologies such as pre-heaters and pre-calcinators,
installation of pollution cantrol devises and setting up captive power units e

The Government has been helping the cement industry in several ways, ba
directly and indirectly. The Government has underaken infrastructurai

developments with high priority and also encouraging housing sector, by which
the industry will have a demand push. As a maner of fact the Ninth Plan
(1997-2002) targeted only 135 million tonnes in the production capacity of the
mdustry, whereas, the industry respanded exceedingly well so 2s to exceed iz
target to the level of 140 million tonnes, But, actual production is only far less
than the installed caparitics due 1o above said problems. The Tenth Plan projects
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tperease in capaciiy o ‘ﬂ'll.'l tmjuu,},“.mn the - :
;E illion tonnes, bt a total investmen of g, ”.ﬁﬂ"'ﬂﬂnu 140 million wnnes to

The cement indua;}ry in Indin hay feve
grial houses are diversifying (heir activiti lop. Several
}"d.. and Tourbo, I‘.Eclhi ‘C'-Ifﬂli Mi"*’(DC!L;;:I::T n the Pi'?du!:tiun of cement,
woolen Milks, % Syibetics and Birl group conepn 5% Raymond
field of cement production, 0 enlered (he

6. PETROLEUM REFINN

GINDUSTRY

for co energy
is from petroleum. The developmen; Mﬁ‘nﬂf :':"Ildu.n :milh"
can be well stated as ml::r:ltmiuc, A5 e consume 0.67 Kg of o) Per incrementa
unit of GDP. whereas UK. consumes only 0,5 Kg and France only 0,11 Ky yua

is causing heay
struin on the balance of payments position and the Finance Ministers have 13

altemative except to hike the price of pewrsleum products every now and then.
Production of Crude Oil

Before the commencement of planning in India, crude oil production was

barely 0.25 million tonnes. It increased to 0.5 million tonnes in 1960-61 and 10,5

million tonnes in 1980-81, With the findings of oil in the Bombay High off-shore
region, the production of crude oil increased appreciably 1o 29 million tonnes in
1984-85. The year | 994-95 negistered a remarkable output of 32.2 million tonnes
due to new off-shore oil structures, The year 1995-96 registered another five
more million tonnes, making an output of 37.45 million tonines. The target for the
erminal year of the Eighth Plan (1996-97) has been fixed at 38.09 million tonnes.
Itis expected that this target will be exceeded slightly, us the entrepreneurs in the
pivale sector are trying 1o fully exploit the potential of the Panna and Neelam
smiciures in the westemn ofT-shore area.

Petroleum Refining Industry

Petroleum refining industry made remarkable progress during the planning
petiod, The total refining capacity which stood at 0.25 million fonnes per snnum
i the commencement of First Plan, increased to 31.8 million tonnes in 1980, In
199192,y increased 1o 51.85 million tonnes and by 1094.95, (he refining capacity
Rached the level of 56.40 million tonnes.

L__



= At present there are 12 refineries, allin the public sector, Refpes-—s000m,
Gu::hﬂi. Barauni, Koyali, Haldia, Dighoi and Mathura are owreq b)-ul;:m“
Oil Carporation (10C) which was setup on September 1, 1964 y Indigy
the Indian Refineries Ltd., and the Indian Oil Company 1td tit.B
situnted at Cochin and Madras are joint sector companies, (f the :ﬁ""’“'t;
refinerics, two are at Bombay, one at Visakapatnam and one a Ry P fog
Burmah Shell Refinery at Trombay and Caltex Refinery a Visgy . 0™ The
taken over by the Govemnment in 1976, The Burmah shel] mﬁm“‘:.ps‘"w"“"‘fqz
Bharat Petroleum Corporation Ltd., (BPCL); and the Caftey 1. 2058

&

amalgamated with the Hindustan Petroleum Corporation Lid, "ngﬁl') i Wi
1978, May
Table 35.9 gives particulars of refining capacity of crude o in Indiy -
1991-92 and 1994-95. & in
Table 359
Refinery Capacity in India 1991-92 and 199495
Refineries 199]-92 1994.95
Indian Oil Corporation T
Guwahati 0.85 1.00
Barauni 330 130
Koyali (Gujarat) 9.50 950
Haldia 2.75 275
Mathura - 7.50 7.50
Digboi 0.50 0.50
Madras Refineries Ltd., Madras
(including Narimanam) 560 7,00
Cochin Refineries Ltd., Cochin ... 4,30 4.50
Bharat Petroleum Corporation
Bombay 6.00 6.00
Hindustan Petroleum Corporation
Bombay 5.50 550
Visakapatnam i 450 450
Bongaigaon Refineries ... 135 135
Total 51.85 5640

(Source: Survey of Indian Industry, The Hindu of different vears)

The total refining capacity increased to 65.13 million fonnes in e
year 1997-98. This was far from adequate, as by the year 2002-2003, the demast
for petroleum has exceeded 110 million tonnes. Hence, the Government

f
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ansion plans for the existing refineries and also clearcd sals for
111;';; up of new refincries, ki
« Thehuge refinery of !?clm: pctrctlt}:m with the initial capacity of 15 million
and Essar Ol Project with 9 million tonnes kave already started working
I{ﬂﬂé:? arat and they have also expanded their production capacities. Refinery
in ets in Private sector with initial total capacity of 58.5 million 1onnes huve
g';“& working, though some have teething troubles. The Table 35.10 gives
ars of projects under the private sector,
pl’ﬂ: ' Table 35,10

Refinery projects proposed in Private Sector and their capacities

—m_ of the Private Proposed
octar company taking | Location Refining
up the Project Capaciry (M.T)
~eliance Petroleum Jamnngar, Gujarat 150
International Petro Parmas, Surat, Gujarat 50
Ashok Leyland (Hinduja)| Daitari, Orissa 6l
Essar Petro Vadinagar, Gujarat 9.0
Bluck Gold (Dalta) Vieng AP 25
Petrodyne Karaikkal, Pondy 1.0
Jindal Ferro-Alloys Vizag, A P, 60
Pormoody-TIDCO Tirticorin, Tamil Nudu 20
Aban Lloyd Chiles Tuticorin, Tamil Nady 30
Soros Fund Management| Haldin, Bengal 60
Meplac Udyog Haldia, Bengal 30
Tota! Capacity: Million tonnes per annum 585

(Source: Survey of Industry 1996: The Hindu P. 164)

Production

Domestic annual production of crude oil has been at around 37-38 million
tonnes in the last five years, During April-December 2015, domestic production
of crude oil was 27.9 MMT which is 0.8 per cent less than production of 28.2
MMT during the same period of the previous year Gis production during April-
fecember 2015 was 24.7 BCM against 25.397 BOM during the corresponding
period of 2014-15, showing a declinge of 2.8 per cent, Some of the issues relating
Iw the sector are discussed in Box 6,4. 6.56 Domestic production is supplemented
by oll and gas nssets sequired abroad. During April-December 201 5. production
of erude oil and natural gas from nssets abroad was 5.5 MMT and 3.3 BCM
NSpectively.

i
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Exploration of New Oil Finds ————2homy
Expansion of refining capacity of ail shuuld go hand-ip. :
ﬂtpmm’?;fnf output of ﬂfld: oil; otherwise we may have (o imh::: :;::Llh
purposes of refining. as we are now doing, Apart from thye Bombay Hhr
off-shore discoveries in the carly lﬂ?ﬂl’-ﬂwo{hurpmiﬁngmﬁ“ bec Ighy
Krishna Godavar basin and to a much smaller extent, the Canvery t"’*"ﬂnl:t

estimated that the existing known reserves ufurﬂdﬂ oll sediments would b

760 million tonnes. Hence, there is the erying need for further ﬂpiumtiut:ﬂ’
locate mure recoverable reserves of crude cil. The earlier policy of e G to
meni had been to retain the discovered oil fields and exploration gﬂht'm"ﬂ!:.
the exclusive preserve of the Oil and Natural Gas Commission (ONGC) w“‘*&’
India, and lease out only the unexplored regions (o the fareign oil compa !
Bul, the foreign oil companies prefer 1o restrict their attention to the areas %:;
oif hus already been discovered, as they would promise them attractiye
for their investments, instead of entering virgin arcas in the Ganga valley ay he
Himalayan foothills. The dismal response to the policy of the Made
the Government to open up the existing oil producing areas also for exploratiyy
by the foreign and Indian private sector.

Under the government’s Policy of opening the oil exploration sector 1
private sector investment, offers had been invited for the fourth, fifth, sixth
seventh and eighth rounds of hidding since 1991. Contracts for developmen of
oil fields have been considered for companies and consortium, such as Enroy
LS. Reliance Industries, Command Petroleum, Australia - Videocon Indie.
Marubeni Japan etc. in the regions of mid and south of Tapti, Mukia and Panng
near Bombay off-shore; and also Ravva in Krishna Godavari off shore ung
Kharsang in Arunachal Pradesh. Similarly contracts have been considered f
the consortium of Hindustan Oil, exploration Company of India and Mafi)
Industries of India in Krishna Godavari and Gondawan onshore region, The
consortium of HOEC of India, Vaalco Energy Inc., and Tata Petrodyne of Indig
has been given cauvery offshore for exploration. Contract for the small-sized
field at Bhandut, Cambay, Matar, Sabarmati, and Hazira were signed in the later
half of 1994 between the Government of India. Gujarat State Petrochemical

Corporation (India) Lid,, and Nikko Resources of Canada.

The explorations of new oil fields should prove successful. Otherwise, we
have to continue the import of oil from foreign countries: The value of import of
oil was Rs. 14,838 crores in 1994-95 and Rs. 22,000 crores is 1995-96. The oil billis

increasing uncomfortably since 1996-97.
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Section - A
| When wes first cotton lextile mill started jn Indig?
what are the three sectoral mmpum of Cotton Textiles in Indig?
Wit Was tho percentage share of mill seciur prodiuction of textiles in 2000-0
| wdﬂﬁ“mmbyﬁmmliﬂmmlnumhﬂmim ia? !
1 W 15 N.T.c:i' wh}' was it started? e
o which State Jute industry is concentrated in India?

r

1.
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9 gxpand the expression TISCO.,
8

9
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|

.. Expand the expression ISCO. When was this nationalised?
 Sute the ron & Steel projects started in public sector In-ll Plan

whal do you mesn by SAILT When was it started?
. ‘What are the by-products of sugar production?
2. Mention three plisces where you have cement factories in Indin.

Secrion - B
What are the exact problems of textile mills of South India?
What are the objectives of Textile Policy of 19857
Write a note on the problems of jute industry.
What are the objectives of SATL?
Briefly State the problem of metallurgical conl.
Wrile 8 note on production of crude oil in India
Write & note on Competition of Gur Industry?
What do you mean by Mini Steel Plants?
whai are the problems of cement Industry?
10, Wrile a note on export of textile garments.
Section - C

| Discuss the Textile Policy of the Government in detail
3 What are the Problems facing the Cotton Textile Industry?
3. Trace the genesis and growth of fron & Steel industry in Indin.
i Discuss sbout the role of SAIL in the progress of stee! industry in Indin,
1 What are [he main problems ol sugar industry? How best these problems could

be rectified?

What are the problems of Tron snd Stee] Industry? |
1. Discuss about the progress of Petroleum Refining and exploration of ol fields in

Indin
1 Assess the progress of lron & Steel Industry in Indiz during the Planning period,
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Small-Scale and Cottage
Industries & Technology

EDWARD THORNTON in his History of British Empire in indie remarks,
“Ere yet pyraminds looked down upon the valley of the Nile, when Greece and
Italy, those cradles of European civilization, nursed only tenants of wildemness,
Indin was the séat of the wealth and grandewr”. At a time when Europe wag
inhabited by uncivilized tribes, India was fimous for the wealth of her rulers and
for her small-scale and cottage industries. Even under the rule of East India
Company there 1§ ample proof to show the excellence of the products of her small
industries, In 1787, exports of Daccea muslin to England amounted to Rs.30 lakhs.
The Indian handicrafts and cottage industries thrived in the past under the
patronage of royal families and aristocracies and also due 1o their association
with religious sentiments. But, with the decline of royal families and diminishing
religions sentiments and fervour, many of the handicrafts and small industries
have disappeared from the Indian scene,

Definition and Meaning of Small-Scale and Cottage Industries

According to definition of the Fiscal Commission in 1950 “A cottage industry
is one which 1s carried on wholly or primarily with the help of the members of the
fumily, either as a whole or a part-time oceupation. A small-scale industry, on the
other hand, is one which is operated mainly with hired labour, ususlly 10 to 50
hands.” According to this definition, the Industries (Development and
Regulation) Actof 1951 gave exemption to units employing less than 50 workers
with power, and less the 100 workers withour power, from registration, This
exempted sector has come to be known as Small-Scale Sector. But now, the
small-scale sector is identified in terms of capital investmeni. All industrial units
with u capital investments of not more than Rs. 60 lakhs are treated as small-scale
units. Investment are considered only on plant and machinery for this purpose.

In the case of ancillary industries, i.¢., units, the limit of capital investment is
Rs. 75 lakhs. According to the notification issued by the Government in
pursuance of the Industrial Policy of 1990, the investment limit of small-scale
industry has been raised. For those small-scale units which will export 30 per cent
to their output by the third vear of starting production will have an incentive hat

— ___._--‘
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helf investment LAIAES 8. 534 ratised 10 Rs. 75 lakhs. For ancillary units

cent fimit has been raised from Ry, 45 lakhs - o
eestne s : ! to Rs. 75 lakhs: According to
" sodificd definition, an sncillary unit is one which sells not less than
L mmtu[aulum of one or more industrial utiits; Thete is also 50 per |
units with an investment of upto Rs. 5 Iakhmml;,m.ﬂﬁ i ""’ *Tiny
ies with capitul investment higher than speci S oy tation
other | R e specifted for small units are i
I #ﬂf*i“‘lwﬁ with capital investment higher than specified for small units are
Isrgr:f-scnlc industries. 95 per cent of the small-sesle units are within the l
lmﬁmmm range of RS, 5 lnkhs.
i Jonuary 1997, the Government of India again enhanced the investment
cellints in plant and machinery for small-scale industries and ancillary units,
fom Rs. 60 lakhs and 75 Iakhs o Rs. 3 crores; and for Tiny Sector it was
gpaned from Rs, 5 lakhs to Rs. 25 Jukhs. Thus, this investment ceiling of SS1
nits would also apply o ancillary and export oriented units, for which no sepa-

Aguint the Government, in the year 2000 revised the investment Jimii and
ceduced the investment limit on plant und machinery from Rs, 3 crores to Rs, |
cote, but the linut for investment in Tiny Units has been retained at Rs, 25 lakhs.

Thus, the Government has been changing the eriterion for identifying the
nall-scale units, Tiny Sector and Large Secale industries.

As of now, in Indin, there is a three-tier definition of small scale Industnes,
often referred to as SSI sector. An industrial undertaking in which the investment
in fixed assets in plant and machinery, whether held on ownership lerms, on
|ease, o hire purchase, does not exceed Rs. | crore, is defined as SSI unit; for the
Tiny Sector, it is 25 lakhs. Utilts between investment size of Rs. | crore and R 10
crores are defined as Medium Scale Unils.

Criteria for identifying small and medium scale units are not very rigid, as it
varies from country to country. o most of the countries, it is defined in terma of
scut-olf employment size, In US it is 99, in CGiermany it is 500, in Japan 300 and in
Malavsia 75 etc. In addition to these criterin. fixed assets, puid-up capital ete.,
have glio been used. According to the MSMED Act 2006, the definition of

MSME has been revised us below.

cet Of
et




Definition of MSMEs in Indis (As Per Micro, Small & Medium Enterprises
Development (MSMED) Act, 2006)

Manufacturing Enterprises — Investment in Plant & Machinery

Description INR USD (3)
Micro Enterprises upto Rs. 25 Lakh upto $ 62,500

Small Enterprises above Rs. 25 above $62,500 &
Lakh & uptoRs. 5Crore | upto $ 1.25 million

Medium Enterprises above Rs. 5 Crore & above § 1.25 million
upto Rs. 10 Crore & upto § 2.5 million

Small scale industries can be divided into two types, namely, cottage
industries end small scale enterprises. In the case of cottage industries, the
process of production will be only through manual labour and little or no
machinery will be used whereas in small enterprises machinery will be used.
Cottage industries are more or less household industries depending on Jocal
resources, catering only to a limited local market, Small enterprisas will be more ar
less, mini-factories depending on resources coming from outside and more ofien
depending on u large scale industry for the supply of semifinished products,
These will have wider markets.

Classification

From the standpoint of survival after the advent of factory system. coltage
industries may be classified into four groups:

(1) Those which have succumbed to the competition of factory, e.g.,
hand-spinning, though revived 1o some extent under the Khadi movement.
(2) Those whose products are competing with machine-made goods and which
are in state of suspended animation. (3) Those which do not suffer from inherent
weakness and which are sheltered because of their connection with agriculture,
and (4) Village and urban industries producing antistic products which do not
compete with factory products.

From the standpoint of occupation provided, they may be classified as
follows:

I. Industries providing supplementary occupation to agriculture, ¢.g..
handloom weaving, basket making, bidi-muking and sericulture. (2) Industries
providing wholetime occupation, ¢.g., pottery blacksmithy, carpentry, handloom
weaving by professionals, tanning and cart making, etc. (3) Urban industries
providing part or wholetime occupation, e.g., gold and silver thread, wood and
ivory carving, brass and bell metal industry, toy-making, calico printing, dyeing.
etc. (4) Urbun seasonal industries such as brick-making, pottery, ete. (5) Small
perennial factories in urban areas, ¢.g., hosiery plants, engineering factories,
bobbin making, tape-making etc. (6) Seasonal rural mdur:u'im. e.g., rice, flour
mills, Kandsari factories.




—_—

A

|-Scule and Cottage Industries & Technology 36.4
= The small scale industries may be placed under three categories. viz.,

(1) Thase which are subsidiary to large scale industries; (2) those which are
cngiged in the supply of repair services with small engineering establishments:
andl (3) those which are engaged in the manufacture of finished goods, e, rice
and flour milling, brass, copper and aluminium wares, gold and silver thread,
cutlery, furniture, iron foundries, hosiery, fruit canning, soap-making, etc.
Now-a-days, modem smull-scale industries produce a wide range of goods

from simple items 1o sophisticated products such as television sets, electronic
control systems, several engineering products, particularly ancillaries to lsrge
industries. Generully, traditionally working small-industries, particularly in rural
«nd semi-urban areas are highly labour intensive, while modem small-scale units
make use of highly sophisticated equipment and machinery. The percentage
share of employment in total employment in the case of traditional small-scale
industries would be around 50 to 55 per cent. But in the case of modern
«mall-industries, the share of employment to total employment is only 0-35pr
cent. The traditional small-scale industries produce only 13 10 15 per cent oftle
otal output, but modern small-scale industries contsibute 75 per cent of tle
output. Traditional small-scale industries cannor offer full-time employment ‘o
the labourers and most of these industries are camied on by labourers ard
artisuns living below the poverty line.

The Role of small-seale and Cottage Industries in Indisn Economy

The small-scale and cottage industries of Indin have a decisive role to play 0
the economic development of the country, By and large, small enlerpriscs hat ¢
certain definite advantages. Let us enumerate those points:

!, Cantribution to National Income and larger output: The smul
enterprises of India were contributing a targer share of National Income when
India became independent. Qut of the total national income of Rs. 8,500 crores in
|948-49, the share of small industrial units was Rs. 870 crores as sgainst the share
of Rs. 610 crores by lurge industries. The estimated contribution of Micro, Smull
und Medium Enterprises (MSME) sector, including service segment, to the
country's GDP during 2012-13 was 37,54 per cent, whilé the total employment in
the seotor is 805.24 lakh; and the share of MSMEs in India’s total export fortl e
year 2014-15 was 44.70 per cent. Creation of a vibrant entreprencurial ecosystem
could help increase the contribution of the micro, small and medium enterprise
(MSME) sector to India’s GDP from the current 8 per cent to 15 percent by 2020,
and increase the sector’s share of employment from the current 28 per cent 10
over 30 per cent of total employment across the agricultural, manu facturing and
services sectors, according to a new KPMG-CII study. Only with the
idwstrialisation of the country, the share of Jarge industries has gone up, Although
&"-'f" has Ixven considerable development of large scale industries during the
Peting of planning, gven pow, India remains mainly a country of sl l-seuie
Poduction. The growth and output of small-scale indusiries are very croditworthy
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In the year 1973-74, there were only 4.2 lakhs unit of small-scule production.
The growth and output of small seale industries are very creditworthy. In the
year 1973-74, the number of units incrensed of 23.85 lakhs. The avemge oUtput of
the small-scale ha also been on the increase, The value of small-industries iy
1973-74 was Rs. 7,200 crores only. During 20 years, L., by 1594-95, the production
has increased to Rs. 2,953,990 crores. The compounded annual growth-rate in
production has been around 18 per cent during those two decades,

The importance of the small-scale sector in the country’s economy is very
substantial. In the year 2002-2003, this sector hus 3,572 million units with a fixed
investment of Rs. 7,42,000 Crores and employment of 19,96 millions. The ex
from this sector have been estimated around Rs, 71,200 crores, which is about 50
per cent of exports from the indusirial sector as 8 whole. This point has to be
realised as very important from the point of liberulisation and globalisation chal.
lenges in the present era, The Special Group on employment appointed by the
planning commission has identified the Small and Medium enterprises as the
only promising sector from the employmenl angle.

The contribution of the smull scale industries could be understood better
from the following wble.

TABLE 36.2 Production, Employment and

Exports of SSls in Indin

Year Production | Empliomernt | Exports | Growihirate | Growth rate

(Rs million) | (in mitlion} {(Rs milllon)| of production|  af exporsy
20001 1,844,010 24,08 69797 823 28,78
200102 2822700 2493 71244 207 207
200203 3067710 26.02 B6O13 868 2073
200304 | 3363340 274 9764.4 9,64 1352
200805 3, 729380 2826 124417 10384 2742
ANSE-06 4,188 840 2949 1500242 1232 075
200607 47164530 326 182538 1259 2149
200708 5,320,790 2 202017 1289 1067
200809 5.942 950 RER 214387 1150 612
2009-10 6.556,110 3524 238752 1032 1136
2010-11 7.233,190 3785 256804 1033 157

2011-12 B045,130 40.96 283847 1.22 s

L

(Sowrce: (Reserve Bank of India, Annual Reports from 2001 102012))

2. Employment Potentfal: The small scale industries are labour intensive,
Labour investment ratio in their case is quite high. A given amount of capital
invested in small scale industrial undertakings is likely to provide more

- empleyment, at least in the short run than the same amount of capital invested in

B—
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|arge scile industrics. This is a very importurit factor for A country. The handloom

- qustry alone employs nearly 50 lakh people or nearly as muny as emploved i
:['ld grganised industries, So it is u solution o the mmnﬁ:;mmt gmﬁ;
sence. the gm.Cummittm emphesizing this point stated; “The printiple of
self-cmiploymient is atlease as important to u successful democracy ‘as thit of
self-Government"™.

The employment potential in small-scale had been high in 197
10805, In 1973-74, employmient stood 4t 39.7 lakhs, whﬂcﬁwﬂs. itl m
o 146.56 Iakhs. During seventies, the compounded Annual Rate of Growth in
employment was 8.7 per cent and in nineties, it was 5.3 per cent.

Asindicated the employment level in this sector increased to 19,96 millicns in
2002-03. From the above table it could be noted that by 2011-12 the small seale
industries generated employment to the tune of 40.96 million. Ii should be realised
that the (otal contribution to employment by the organised sector was only § per
cent, and that of the private corporate sector, hardly 2.5 per cent duritig 1999-
2000, The hope on the unorganised sector is based on its status as contributor of
59 per cent of GDP and 92 per cent of employment.

The rapid growth of smull-scale sector and its employment has great
relevance In our national economic policies. The growth of the small-sector
improves the production of the non-durable consumer goods of mass
consumption. As such, it acts nnd anti-inflationary force. |

3, Capital Light: Small industries require pnly a smaller amount of capital
than required by large scale industries, Where there is scarcity of capital and
economising capital is essential, small scale is the only effective solution.

¢ Skill Light. The large scale industries require high degree of skill and
managenal talent of engineers, technicians accountants and managers, In our

L

country, the supply of qualificd personnel is very much limited and economising

the services OF these people is also essential, Small scule provides the training

\ ground for industrial experience,

i 5. dmpart Light: Small scale industries require mostly indigenous machines

l and equipment snd they need not depend (00 much on imported materials. In the

| case of large industries, heavy :ngimn'ing-equipmcﬂt, machines, technical skill
and even raw material have 10 be imported which would create problems of
foreign exchange eamings. Small industries reduce the need for foreign capital or
foreign exchange earnings,

| 6 Quick vielding and Deceniralization: The time lag between investment

- ond return in the case of small industries is very short and as such the project

| would give quick returns, In the case of lurge industries, the time lag will be very
long leading 1o inflationary spiral and rising prices without material output.
Further, the small industries being distributed throughout the country there will
be no regional imbulunce as in the case of large industries which are

oncentrated in some regions.

h—
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7. Betier Distribution of Wealth: The decentralization of industrics the

small scale sector even distribution of invome and wealth. Lurge scale industriag

tend to concentrate large wealth in 4 few hands which is undersirable in g

socialistic pattern of society. Further, small scale industry will not create slumg,

housing problems, sanitation, disease and squalor as in the case of large scale
industries.

8. Contribution to Exports: Growth of Small-Scale Industries in the
post-independent era has contributed a lot towards export carmings, Bulk of
export earnings come from non-traditional items produced by smalf enlemprises.
These are ready-made garments, leather goods, sports goods, woolen Esrments
wd Ktitwear, processed foods and marine products and also engineering goods,
The value of cxports which stood at only 845 crores of rapees, increased 1o g
fantastic figure of Rs. 30,053 crores during the period from 1978 1o 1995 The
share of the exports from the small-scale sector represents shout 40 per cent of
total éxports in 1994-95, In 2002-03, the value of export from this sector aceourited
for Rs. 71,200 crores which is S0 per cent of the total industriu) sector. By the year
2011-12 the exports increased 1o Rs, 28384 million with a growth rate of 10520
Bused on the expon Jdata maintained by Director General of Commercial
Intelligence & Statistics, Ministry of Commerce and the informution available
with this Ministry sbout MSME products having significant export, the shure of

Y. Lexs of labour unrest and disputes: Another specific advantage in
smill-scale enterprises is that unlike large-scale industries, these are not ndden
with frequent industrial disputes. labour upresi, strikes and lockouty, - ete,
genernlly in small units, production will not be comparatively good and nmiable,

| Of course, it is contented that in the small-sector. the fabourers dee not well
organised like large-scale sector, and 65 such they could not express beir
resentment though strikes and other similar tools of intimidation, This may be
true to some extent. However, since the number of labourers in sthall-enterprises
happen 1o be very much limited, the scope for lshour trouble will be less,

Problems of smull-scale Industries

The small-scale und cottage industries are facing meany problems and
difficulties in connection with procurement of raw muterials, effective techniques {
of munufacture, marketing facilities, finance ¢to. Let us discuss some of the
prominent problems of the small-scale industry,

1. Raw Materials: Most of the small-scale industries are plagued with the
shortage of aw materials. They could neither get the sufficient quantity nor the
requisite quality and that too the ram materials were available are & very high cost
agencies to get their spplications considered on a priority basic 10 et adequuly
quots of scirce raw malerials, particularly metals, chemicals und extractive raw
materials, The efforts of the Government 1o supply raw materials through state
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of power supply: The problem of sho ¢ ' i
2 Sk ghout the country and the small units e hit b Eﬁ.ﬁf‘ﬂ;
dﬂﬂ”ﬂb(dmhlﬂiﬂtﬂ'ﬂ“ﬂmﬂﬂmdﬂfMgpnw like lurge-scale

s periodical notified -'-h“l‘dUWt[S_ and unscheduled shut-downs by the
"fﬁﬁcig Boards, low voltage ransmission , poor maintenance of installations
Eﬂ consequent breakdows of pawer, etc., cause lot of hidrances in adhering 10
P pmd““ﬁ"“ schedules of small-scale units, This leads to poor productivity of
the units:

3 Low-level of Technology: Almost all units in small-scale sector carry ot

yction with outdaled and obsolete technology. They do not have the

fucilities of research and training to increase the output with modem technology.
Is e countries, modem technology has revolutionized the small-scale
industrics. There is little scope in India for transmitting better technology 1o the
producers in the small-scale units, as there is no proper delivery mechanism of
hetter technology.

¢ Problem of Marke(ing. For small-scale and cortage industries produgts,
warketing has become one of the biggest problems. These problems arise due 1o
lsck of sundardization of the product, competition from efficient units,
insufficient holding capacity, poor demand and absence of market intelligence.
The costly handicrafte like Kashmir Shawls and Banarss silk could not find
markets because of the elimination of princes and Zamindars, Even in (he
svailable markets, the products do not get fiir price. Governmental measures (o
give marketing support for sl and cottage industrics do not cover even the
smallest segment. In respect of handloom cloth, marketing through public
emporia has accounted only one-tenth of total production: in the case of
Sandicrafis, it s only one-hundredth of production. Many handicrafts have good
export market in Canada, U.S. AL, Australis and Middle East. Small units also face
the problem of transport cost and marketing cost. Poor demand and
sxumulution of stock lead to poor working capital to procure raw materials and
Tesourees and keep the units running.

Ancillary units have additional problems of delayed payments by parent
Wit fiscal changes in fiscal levies and sbsence of well-defined pricing system.

3. Export Problems: Indian has an excellent potential in the export market of
;::;ﬂl" and ancillary industries, In spite of it. the small-scale sector faces the
€M o poor suppart from the government. There are no organized linkage
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liaison of exporting sodll-sele init's products, s fount in Jupan. Only |
little effart mﬂlinn noade (s seetor towards nrp}ﬂtln:'-pia?g
exportoriontsd industrics. In spite of these handicups srullicale yoits Expor
miny vormmodities The Harineludis, Bicyole bomponens, Wite-ngsting, founas
pens, speotacle frames. ambretin hindles, leather goods, imitation jesvellery. ypearts
joods, food prodocts, chenmicals, dyes, vovmeticsand woileies. Tundloom visods
andl hiandiorant goods |
6. Problem of Firatca: Thecrox of all probilems 14, however, the problem of
fimince, small-scale il regquice uanee forihe purchase and stocking of pyy
matenals, finnnce 1or holdng fimshed producis il they ure sald out and figance
for paylng wiges, Stall-seale producets are very poor whe have very Hitle 1o
offer ay secunty, Getring wstituioal fsmce by the smadl woits 19 beset winh
many diTioulties and problems, The Credic will nopcomameniamate With the tieeds
of the unii for fixed and workimg capatal: Turther the credit mmy. not be fonh
coming tmely when required. Genenlly, small-scile operatons, particuliny of
Tiny Seetor feel thar the procedure adopied by commercial institition 15 in the
nuture of haragsment, rather than extending timely credin. Hende, the sinall-units
have to depend on money-lemders for finance or they have 10 muke ‘distress
sales” of their products. Lack of finande has been the principal resson for
sickness in small units

The extent of sickness in the small scale units could be understood from the
table given below

2000:01 249,640 45 80
0 -0 177,336 48,120
2002.03 187 980 57.080
200304 13881 §52.850
JO00-06 26824 48510
200807 14 162 52,670
207-08 65,182 30,820
200808 109,596, 36 180
2009101 77,723 52,330
2000.11 0,141 B0
20112 B5.501 67,800

Suprce Reshevn Earkol inaio, Annual Ropods fron
2087t W X1
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sn'-;’ erosanct of Investment Limit: We have studied a small-scale unit is one

I.I:i-c-h the investmient in plant and muchinery does not exceed Rs. | crore. This
iﬂ"";1 t sacrosanct and all concessions and protections extended by
HE " epnment to small-scale unit will be completely withdrawn if the
fhﬂ cestment increases even by a very little amount. A genuinely expanding
:;,,jl-ﬂﬂ‘" anit may likely to cross this investment limit, To withdraw all
 acesSions is rather harsh and such units are thrown 1o open competition. Even
+anks 409 financial institutions do not look upon them with benevolent attitude,
: woulld be better if the Government ﬂdapl:s a pragmatic policy of encournging

Lscale units through “stages of their development',

& Underutilisation of Capacity and other problems. Another itmportant prob-
| mmmﬂw is underutilisztion of the mstalled capucities in most
of the unit. 1t has been pointed out that capacity utilisation. on an aversge,

shout 50 per cent .unly during the last decade and carly pans of this
decnde. In electrical muchinery goods, the capacity utilisation was only 40 per
ceni nd in transport equipment parts, it was barely 30 per cent. In manufacturing
and metal industries, the capacity utilisation ranged around 32 1o 35 per cent,
This shows thal more than half of ihe capacity in small-scale units is ot utilised.
Further, small units are plagued with the problems of inefficient management,
pon-availability of cheap power, burden of local waxes etc., besides competition
fram large-scale mdustries.

COTTAGE AND SMALL INDUSTRIES IN THE PLAN PERIOD
First Plan

During the First Five-year Plan, Cottage und Small Industries could not be
given adequale importance, Still, attempts were made to set up an organizational
and palicy base which spent for the development of village and small-scale
industries during the Firs Plan,

Six all Indin Boards were set up or reconstituted during the first plan period.
These were: (i) The all-India Handloom Board; setup in October 1952, (1) The All-
india Handicrafls Board, constituted in November 1952, (1id) The silk Board
constituted in 1949 and reorganized in 1952, (iv) The Coir Board set up in July
1954, (v) The small scale Industries Board, originally set up in November, 1954,
(vi) The All-India Khadi and Village Industries Board. originally set up in
February 1953 and reorganized as an autonomous Commission in April 1957.

The activities of these Boards cover the entire field of village and small scale
industries, and the work undertaken is of a continuing nature.

The All Iudta Handloam Boards gives special attention on the development
of co-aperatives in the industry and promoting the production und murketing of
handloom products, A central marketing organization was st up under the Board
with branches in important centres and cifies of Indin, The organization helps the
Bourd in lsunching programmes of publicity thropghout the country.

E‘E_-__
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The activities of these Boards cover the entire field of village and small scale
industries, and the work undertaken is of a comtinuing nature,

The All India Handloom Boards gives special attention on the development
of co-operatives in the industry and promoting the production and marketing of
handloom products. A central marketing organization was set up under the Board
with hmuhcxmimmmmm&biﬁg of India. The organization helps the
Board in Inunching programmes of publicity throughout the country,

The All Indla Handierafts Board helps in the improvement of the quality and
the quantity of cottage products by assisting in the supply of raw materigls
intraducing new and better technigues, better designs and also in publicity,

The Commission is doing valuable work in the promoticn of Khadl. On an
average, now, the production of Khadi of all varieties amounts to about Re, 24
crores, and of village industries products to Rs. 75 crores per year. Similarly, other
boards provide technical assistance to their industries and help them in many
significant ways.

An imporiant aspeet of the First Five-Year Plan was the acceptance of {he
principle of a common production programme for large scale and small-scale
industries to eliminate competition between the two. This was formulated by,
() reserving of spheres of production, (il limiting the expansion of large-scale
ndustrial capucity, (#1) armnging for the supply of raw material, (v} co-ondinating
research, tmining, etc., and (v) imposing o cess on large scale industry.

In April 1950, the Government of India Issued o notification prohibiting the
cotton mill industry from producing centain varieties of cloth like dhoties of
cerfain width and borders, sarees, lungis, c1¢., and reserving their production for
the handleom industry. By another notification in December | 952, the mills were
directed not to produce during that monih than 60 per cent of the average
quantity packed for sale in India by them per month during the year from April
1951 10 March 1952, Under the Khadi Development Act, 1953, an additional
excise duty was levied on the production of bordensd dhoties by larpe mills in
exeess of 60 per cent of their production during 1951-52, Funds were pliced at the
disposal of the All Indis Handloom Board and the All-india Khadi and Village
Industries Board for rendering financial assistanice to these industries from the

cess fund.

For financing village and small industries, State Finance Corporations and
Nationa! Smill Scale Industries Corporation wese set up and rules goveming
grant of loans were [iberalised.

In order 1o encourage small and village industries, the Government liberalised
its store purchase policy by giving preference of these products over the factory
products up to a certain percentage. Further, special attention was paid locally as
well as in foreign countries to market these products by undertaking vigorous




_—

v S“]decwm-&ﬁmlmmjﬂ ';' 36.12
gall ebration of handi '
Sy and celebration of handicrafts week; conducting exhibitions and

pbtl emporiums and sales depot. Officers were sppointed af the block level
’ fﬂf;ﬂquﬂ;wuﬂimmml f‘vﬂl Industrial co-opertives were also set
ies for enl o : i
Emﬂmﬂ - arid Biruiclal s Bge industries and for the channelling
ye to these INCreases, the production and employment in the small
ﬁdguiﬁ sector increased considerably during the First-Plan period. The
0 etion 6f handloom cloth increased from 742 million vards in 195152 1o
r:;'?ﬂﬂmﬂﬂ?"'ﬂ‘ in 1955-56, und the production of Khadi increased from 10
jlion yards 10 30 million yards, About 8 million additional spinners were
ided full-time jobs. In other industries, employment increased to give
il time W_Pmm-'nbﬁ 10 6 lakhs waorkers. Good progress was recorded in
i grmall .qusn:iu such as oil pressing, hand-pounding of rice, production of
gy, non-edible vil. pottery. hand-made paper, palmgur, cottuge matches and

| The planning Commission appointed in June 1955, the village and small

Committee und:rthr.- Chairmanship of Karve 1 examine the prablems
of small scale and cottage industries. The Committee recommended the
following-

1 Modemisation and development of small and cottage industries without
resulting in unemployment;

2 Impasition of ceilling on the growth of large-scale consumer goods in
dustry,

3, Production of common consumption items such as coiton, woollen goode,
hand-pounded rice, vegetable ofls, gur and Khandsani, leather footwear
and matches, ete., by the small scale sector,

4 Liberal financial aid to the sector through co-operatives, State
Governments und the Reserve Bank;

5 The Committee recommended the method of levying & cess on the mill
industry to produce funds for small industries. |

The Karve Committee’s report is oriticised on the ground that any
modernization could not be done without creating unemployment and this is
mprictical. Imposing o ceiling of mill production of consumer goods would
rault in shortage of supply and the increasing demand could not be catered to
mogerly, The Karve Committee has not tken into considération the changing
“nsumer's lastes and preferences and the probable resistance that could be
Wlered by cousumers.
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Second Plan

The programme of' dcvniupm:_mt of village and small industries WES bageg
karve Committee report. A provision of Rs, 200 crores Was Made in the <. Of
Plan for the development of hundloom, Khadi village and Small indysyt
including Ambar Charkha programme. The Second Plan laid specig Stresy o ey
establishment of industrial co-operatives in every field. By 1960.) b:rtim
industrial estates were also constructed under the initiative of the Gy of
and the number of industrial estates stood a1 634 and a provision of

Re Iﬁmmm|
was made available for this purpose in the Second Plag, 13 crares

During the Second Plan period, handloom and spinning indutrig
dnt_'c!?pud greatly, Handlaom preduction increused 1o 1,900 million yards, an
Khadi to 48 million yards a year by 1961-62. _

The programme included technical assistance, financial uid and Marketing
facilities to small scale units by institutions set up during the First plgy period.
Service institutes were set up in each State and run by the Central Governmen.
Jupanese Delegation and Small Scale Industries

During the Second Plan period. the Government of India inviteg 5 |

ﬁ'-'E-n:mmbﬁ' Japanese Delegation of experts, heuded by T.lwatake, (o study the
organisation of small industries in India. The report was submitted in

() The indusirial estates should be established in large numbess, scittering
thraughout the country, particularly where there are rich polentialitiesof |
industrial development:

(i) Ifclectric power is not avaulable, diesel power should be provided;

fiii) Only one trade should be promoted in one industrial estate:

(iv) Industrisl co-operatives should be formed to take up joint ventures |ike
commeon purchase of raw materfals, storuge, tansportion, marketing, etc, 1
as well as guality tests,

(v} More credit facilities should be given to small industries and & credis
insurance scheme should be evolved for the purpaose; '

(vi) Industrial Service institutes and extension centres should be better equipped
with fools, machinery and also excellent engineers;

(vil) Technical committees should be established in each State

(viii) Promotion of uncillary industries, improvement of quality standards, supply
of stutistical information, und intensification of LXPOTT Programmes were
ulso suggested.
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Plan

« main objective were [0 improve the productivity of *
-p,dﬂ"lﬁ to enlarge the availability of Inﬂiitultiunu;}‘ﬂm: :::cwm:;: :ﬁ‘r
s od Ssiries in small ‘mu:-ns und ruml areas, and promotion of small industrics us
;,,;iliﬂ-'i"s to large industries,

puring the Third Plan, a sum of Ry, 240.76 Grores wis spent on the
& velopment of cottage und small scale industries in Indin in the public sector,

ing this period, production of handloom and powerloom cloths incrensed
om 2103 mitlion to 3,000 miltion metres, and raw sitk from 1,50 million kgs.
Aunual PIA0Y .

Duaring 19&5—67. lﬂﬁ?{ﬂ and 1968-69, an outlay of Rs. 45 crores, Rs. 43 crores,
wd RS- 30 cf“m* respectively was proposed under the annual plans for small
sople industries.

Uplo the endof | 9!53-‘6‘{, about 1,40,000 small scale units had been registered
with the State lnﬂu-’-mesIDir:ﬂﬂmtn& as compared to about 36,000 units at the
heginning of 1962, Machines worth Rs. 4.5 crores were supplied on hire purchase

1o these industries in 1968-69 as compared to about Rs. 1.8 crores, in
1960-61. The value of purchase by Central Government departments from small
industries increased form Rs, 6.5 crores in 1960-61 10 Rs. 28.6 crores in 196869,

Fourth Plan
The objectives of small industries programme in the Fourth Five-Year Plan

e
() Toimprove the production technigues and enable them to produce quality
goods and to bring them to a viable level;
(i) Topromote decentralization and dispersal of industrics; and
@) To promote agro-bused industries,
These were expecied to be achieved through piving facilities for () research,
[b) design development, (¢) industrial extension services, (d) enlarged lesting
and (¢) promoting schemes for supply of machines on hire purchase with the
assistunce of the banks,
Production of cotton cloth by handloom, powerloom and khadi industries
itcreased to 4,250 million metres by the end of Fourth Plan, The value of the
export of the handloom product increased to Rs. 13 crores in 1973-74.

Fifth Plun
Inthe Fifth Plan, the strategy of development was designed as follows:

() Developing and promoting entreprencurship and provide a *package of
Consultancy Service' so as to generate maximum employment and

self-employment opportunities;




ofabout Rs. 61}
crore ere Investes
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whout Rs: 1.0

this 0t oy
- pancinl (itutions. _

ﬁz-tﬂ!d :::fes wits ﬁ.ﬂuﬂ; for the development of small
for village and small

[} crores
1,952 crores.

Sixth Flan
allocated a sum of rs. 1,78 ;
ﬂnantmlmihye:mdcddwlnnltwn._s. o
period, the prﬂdu:iinn of this sectar Tﬂw;:mﬂﬁm
33,538 crores 10 65,730 crores. Eupunswdﬁt{m Rs: Abi sy
RoS otores at curreu prices, Employment during this p 0
+ Dersons to 315 Iakh persons

Seventh Plan

The Seventh Plan mide & provision of Re. 2,752 erore for vilhs! and amall

industries. However, the actual expenditure during the planmiog period was

R 1,249 croves, Production of power-loom cloth forward very mu:fh

; { against the achievement of R 5(1,520 crores in
i 90 reachied the level of

Rs, 92,080 crore, <howing an AVErREE annual growth
scotor which performed exceedingly well was |
i .90, In terms of employment,

Anvther >
wonched & Jovel of R 6,400 crore in exports 198
the Eo“"lh rate was 4 per cenl
Plsn
The Eighth Plan indicated the appronch and swategy for this Plan in the

following wonds: “Une of the urcas of priority of the Eighth Plan is generation of
udequate amployment o achieve near-full employment level by the turn of this
century. .‘:'ict’t:rul activitics f o 1o this sector like processing of agricultural

oduce in rural areas, sericulture und allied activities have been indentified ns
eritical .5“1’ m priority sector, It is possible to dove-lail programmes of Khadi,
village industries, handlooms. sericulture and hisndicrafts to integrated local area
development programmes for selected village for poverty alleviation through
increase In employment.” '

' The Eighth Plan ﬂ!nc?mi a sum of Rs. 6,334 crore for the development of
;il;lgu and small industrics which was 1.5 per cent of the total publie sector
“ :; Among the traditionsl industrics, handicraft production is targeted for

.2 62U crores by 1996-97. During this plan period, in
Village ndustice wasto e period, employment in small and

usincs expand from 443 lakhs in 1991-92 to 533 lakhs in 1996-97.




o, machincry and squpn. STt fcilies; i Use of ot
logy, MACHINCTY and equipment; (jj; 3

E’:ﬂn:mm infrastructural facilitjes, (1) poor quatity standards; and

mcmditprn?fdﬁdmﬂumumuin - -

psitutions is considered ns credit o *Priority Secy ui,'a’;‘“‘-"f by the financial

cqeifit provided by the public sector Banks stood af Rs. 29,842 Houl

jative disbursement by state Pinancial ¢ i |
::::5 up 10 March 1996, "porations smounted to Ry, 12,704

The Nationul Small Industries Cu-rpomim [NEIC] humi;aggdm increase
inits turnover from Rs. 644 crones in 199697 1, Rs. I.SGocrm-huhcmnr‘:nhM-
year for the Ninth Plan (2001-2002),

of hancloom eloth is turgeted at 12,336 million $q.meters and Raw Silk at 20,540
wnnes. Handricrafts production is expected to be Ra, 52201 crores.

Employment tﬂgﬂfn!hcnmmmﬂm:tm-isﬁxndumuﬂﬁﬁﬁ lakhs. Exports
of smail-scale is expected to feteh around Ry, 78,900 crores; powerlooms
Rs. £,050 prares and coir industry Rs. 400 crores. Hindlooms are expected to
export Rs. 3,175 crores worth goods and silk Rs. 1,525 crores. Export of
handicrafis is estimated to the extent of Rs. | 1,950 crores,

On the basis of the recommendations of the Study Group on Development of
Small Enterprises (uppointed by the Planning Commission), the Government
unounced o package nfmmmmmn:mﬂmmm,mﬁum
mllMi
Package of Mesnures

) Lowering the investment ceiling in plunt and machinety for small scale
industries sector from Rs, 3 crores o Rs. | crores.

@ Limit for composite loans to 881 units mised from R, 10 likhs 1o 2€ lkhs.
Composite loans will inciude term louns working capital, from the same
Rgency,

| A capital xuibsidy of 12 per cent for investment in technology in selecied
elors,
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() To help the 58] units to improve competitiveness, the imit for exempling
from exeise duty has been mised from Re.50 lakhs 1o RS, | crore.

Tenth Plan
Accurding 1o Tanget Estimales, the smull-scale Industries have i toial targey
of production to the extent of Rs. 1,40,940 crores, anticipating an AVETARE At
growth-rate of 15.2. The SS1 is expected to increase the employment to the level
of 23.7 million persons, The estimated target of exports from the S8 SEChoT fa
R 1,26,000 crore. The powerloom production has been targeted at 1,32,821
million tonnes and coir fibre 435,000 tonnes. The trget for the production of
handicrafts has been fixed nt Rs, 47,204 crores, with an export potential of
Rs. 17,000 crores having 6.8 million persons in employment.
Measures to Develop Small Industries: Cottsge and small industries form un
integral part of Indian Industrial Economy and their contribution 1o the economy
is of vital importance. Considering the Vast unemployment problem s our '
couniry, encouraging and expanding small-scale units of production will be the
only answer to solve this problem, Hence the Government, through its policy
measures has given a unique position for small units in the economy of the
country, We shall discuss briefly the measures adopted by the Government 1
develop small-scale units of production,
Industries (Development and Regulation) Amendment Ordinance, 1984
Ome of the important policy measures sdopted by the Government to improve
the competitive strength of small-scale sector is to reserve specific items for
exclusive production by the small industrial undertakings. Such reservation is
being mude since 1970, However, doubts were raised about the power of he
Government to make such reservations, With a view 1o removing this
uncertainty, an ordinance was issued on January 12, 1984 1o amend the
Industrics (Development and Regulation) Act, 1951 to provide for statutory
reservation of specific items for exclusive production in the small-scale sector, as
on 3lst December 1986 was 863. Entry of large and medium scale unit is
prohibited in the reserved areas except on the conditions that the concerned unit

would export a minimum of 75 per cent of its production.
Small Scale Development Organization (SIDO)

The Small Industries Development Commissioner (Small-scale Industry)
through is network of field offices, help small-scale units by providing marketing
counselling, consultancy services and conducting product oriented market
surveys. It had launched various technology support programmes for the
small-scale units through establishment of Process and Product Development
Ceenires, Testing Stations and Tool Rooms and Training Centres.
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~ational Small Industries Corporation

The National Small Industries Corporation, another central
rﬂ,blislwd‘in 1955 1:uith the view to assist, promote ﬂcveluptﬁ:ngj;nﬁ

m -

pistrict Industries Centres (DICy)

The District Industries Centres (DICs) programme was launched in 1978 with
the ebjective of providing all the services and support factlities to small
industries under on roof. The District Industrial Centres provide a focal point for
promotion of tiny \'lll.&gt and small industries mainly in rum! arcas and smull
towns. The m:l.mpuhtun cities of Bombay, calcutta, Delhi and Madras are
outside the purview of the DIC programme; the total number of ap::xm'ed DICs.
during 1986-87 stood at 419 covering 419 districts.

National Institute for Entreprencurship and Small Business
Development (NIESBUD)

The NIESBUD was established in July 1983 organising and conducting
training for entreprenenurs and for co-ordinating the activities of various
insfitutes and agencies engaged in training programmes. The institute prepares
model training programmes. The Institute prepares model training activitics, holds
examination and confers certificates and diplomas on tminees. It also underiakes
research in the field of entreprencurship and small business development und
conducts seminars, workshops and conference for officers and conducts
seminars, workshops and conference for officers in the ficld of entreprencurial
and business development,

Awards for small scale Entrepreneurs

In ordéer to encourage the entrepréneurs and give them proper recognition in
small-scale sector, n scheme for national swurd has been introduced since

1983-84. The awards carry a cash prize of Rs. 25,000/-, Rs, 20,000/- ,
Rs.15.000/- besides special awards of Rs. 10.000/-.
Fmancial Aid

For granting crediy fiscilities, the small-scale industrial units are treated as one
of the priority by commercinl banks and other financial sgencies, The state
Finance Corporations extend long<term and medium-term loans to modemn
small-scale enterprises, Generally, small units find it difficult to have sccess to
virious institution! pgencies supplying finance, mainly becsnse of the lack of

_“
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adequute security. In order W overcome this difficulty, the Reserve W
ovolved the CREDIT GUARANTEE SCHEME in 1960 for guaranteg of o1 "
granted (o small-scale units. Under this scheme, eredit institutiong Were Vu.
1o pay o the Cunrantes Ofﬂllﬁﬁlﬁ“ﬂ. a4 gunriantee Cnmﬂliﬂ:liq“ n |h;nqn1:td
one-fourth per cont per annum on the amount of puarantee i“““"d;-ﬁ*ﬂlrtﬂuhur
these incentives, there has been a considernble imﬂm“’-‘-ﬂmﬂinﬂmn "Hilof
small-seale industries, of

The Industrinl Development Bank of India (IDBI) provides funidy 1
commercial banks and the Stale Fhm&wpomim{sj-‘ca] through ie 'Iﬂ'h::-::
of refinancing. Another significant development has been the setting up of
Industries Development Fund by the IDBI on May 20, 1986 wirh + rm:';ﬂl
Rs. 2,500 crores. The IDBI hay taken & nutnber of mﬁnmming MeEns\res of
small-scale units. %

Further, a Small Industrial Development Bank of India (SIDBI), an ape,
all-India finnncial institution has been set up as # subsidiary of IDR) With un
equity of Rs. 250 crores. This SIDRI has started functioning from April 2, 1999
through its 25 offices located in different Stistes of the country, During the fir,
year of its operation, SIDBI had sanctioned financial ussistance (o the extent of
Rs. 2024 crores and disbursed 2253 crores. Cumulative financial Uit
extended by SIDBI till March end 1995 had been Rs, 16,220 cToTEs g
disbursemunt Rs. 12,070 crores. This institution is actively engaged in solying
the problems faced by small-scale units, such as, delayed payments. Inck of
infrastructural support and lack of marketing expertise,
Fiscal Incentives

In order to promote the growth of small-scale industries, both the Centmlang
State Governments have extended i number of fiseal incentives. They are: (3) Ty
holidsy for new industrial undertakings; (b) Capital subsidy o industries sared
in backward areas; (¢) Investment allowance; (d) Exemption from excise duty: (¢)
A price preference of 15 per cent over medium and large industries.

Performance of small-scale sector:
The performance of small-scale sector recently, has been faurly commendable,
The total pumber of S8 units which stood at 101,10 lakh units tn 2000-01,
producing goods worth Rs. 2,61,289 crore at current prices, employing 239,09
lakhs of people, increased to 118.59 lakh units in 2004-05, producing goods wonh
Rs. 4,18.263 crore at current prices, employing 282.91 lakh peaple, Onan average,
I8 10 20 getemployment in SSI against an investment of Rs. | lakhs Exportsof 81
which stood at Rs. 69,797 crore in 2000-0] exceeded Rs. 98,000 crore in 2004-05, ,
With intreasing conipetition on account of globalization of the Indian cconomy,
size of the enterprises and the level of technology employed by them have
assumed critical significance in the context of the small enferprises beeoming
globally competitive. The performance of small scale sectot in terms of
contribution to GDP, employment generation, production and exports could i

studied with reference to the tables 36.1 and 36.2.
e ———, d
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#_IW Scale va. Small veale induntries

cottuge industrics allogether. “The petty traders cannot be kiljed and they, llke
proteus, ever chunge thqir nspect™. Even in countries of big business, small
indusirics occupy & definite and important sphere. In France more than 99% of
the Industrial establishments employ less than 150 workers. In ¢
the ol populution derives its livelihood from handi
Birminghim has 50 per cent of the establishments wi

Jupan, 53 per cent ol industrial population gains liveli - :
:ﬂp;ltﬂing less than S warkmen, hood in small undertakings
It is only by elfective dove-taili N the small-sector into the | scal
mllmﬂmm"mmﬁﬂ"mcmhmw R
ROLE OF TECHNOLOGY IN INDUSTRIAL DEVELOPMENT
What is meant by Technology?

meaning is ‘the s crmilie W
e S et e et i
two expressions are increasingly used in modern literatures on mdustrial
production and progreds. We say that many backward economies could nat
progress hocause, they did not know the technology of utilizing their resources.

In the last century, science was essentially the concern of a fow privaie
individuals und institutions. But, in the present century, it ha emerged as the
most important element of national development and eeonomic uplift. There is
widesprend influence of technology in all fields of human endesvours whether
public or private. The frontiers of science and technology are widening and
deepending every day that we are constantly under pressure to aller out
perspective 1o come 10 termns with the newly discovered truths, New products of
research are affecting national economy.

In United States of America, the science and, in its application, technology
have in recent years aequired new horizons and resched unforeseen
possibilities. In that country, science and lechnolopgy and cconomy together,
over the last quarier century, have had the longest period of sustained growth;
mnovation and the new industry in the recent history. In our country, science
and technology have improved working conditions, increased Now of products,
hurve added many new factors w our consumption and new machines (o process
the products, Factory automation and new machines have strengthened the
measures of our growth and productivity.

Technology and Modermnization

Technology is a vital *input’ in modemn industrial growth and modemization
of industries, Technology opens infinite avenues of industrial growth with
Qualitative and quantitative improvemenis in production struciure.

zation of our industries, be it lurge scale sector ar in small-scale sector,
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has became the imperative need. Modernization depends on iﬂlmﬁmlﬂé

appropriste modern-dimensional process. coveting problems of technology,
munagement and human capital. It consists of upgrading the existing tn:imulog'\-
replacing the obsvlete machinery with better production process. Better

utilization of human cupital is an integral part of modernization and Improved
lechnology.

We have studiod already that many industries in Indis face the problem of
abzolescence and this 12 more 5o in agro-industries like cotton-textiles,
jute-textiles and sugar industries, The equipment and machinery used in these
mills-are old by & quarter century or even a half century, consequently the
productive capacity is very low, the cost of production is very high and the mifl; |
could not be worked to full capacity. All these end in poor production und low
strength in the competitive global market.

Benefity of modernization and New Technology

The important benefits arising out of updated tachnology and modernizaton
are: () Improvement in productivity leading to higher production in the econnmy:
This will increase the export and reduce the imports. (b) Reduction in cost of
production Reducing the cost of production would be best solution o
counteract the inflationary presaures in the economy, #s demonstrated by Japan
by adopting cost-reducing technology. (¢) Better technology would improve (he
quality of the products which would boost the export of the commodity, But in
our country, modemnization with improved technology is a formidable problem.
What are the causes which hinder modernization of Indian industries through
improved technology?

Causes for Slow Pace of Modernization

I. Licensing Policy which was adopted hitherto stood in the way of
modernization, as this would lead to increase in capacity, which had to be
licensed. With the adoption of New Industrial Policy, this problem will get

reduced.

2. Price controls would prevent the industry from making reasonable profit
which can be made use of for modemization. Further, with the introduction of
modern technology, the cost of production will increass initially and only afiera
time-lag there will be generation of adequate funds. In the context of price
controls of products, the management would not risk with additional
investments,

3. High rate of corporate taxation leaves the industry with little profit which
cannot be utilized for modemnization. Further, there is lack of finance in adequate

measure for modernization,
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Wﬁmﬁr
wiat® rally it @8 stated that in Indiy, labour-intensive technology should be
o is consideruble unemployment. What is meant by
adopt ensive wechnology? It is presumably n technology that generatey the
b pere is some confusion in the minds of the people that labour
st }"hﬁ'ﬁhﬂd@u alone generte most jobs, For example according to the
jn"*""‘l'Irr uf|,.baw~'inlnnﬁv¢ technology, o bullock-cart is labour intensive, as it
,4-.#1“;' ware jobs, while # jet plune is not labour-intensive. In the same waty, 8
“ﬁ#ris |ass labour-intensive than mannual labour. The confusion has arisen
uhow—iﬁtenait}' has been interpreted as the number of jobs directly
Bt unit of investment. By this criterion, the bullock carts and manual
“"’f’ o certainly created more employment than modern technology. However,
ﬁn we consider the mdlm_ct employment generation, the employment ﬂ
in other industries, as & consequence, modem technology generally
S outsirips the more primitive tequing.

For some Projects, the direct effect is large, but the indirect or linkage effect is
small. For others, il hlheolhcf-wny round. In ﬂtf:ﬂmnfhul]nckarl.mc direct
et 8 |arge compared to the jet plane, but the linkage effect is small compircd
i jel, Generally, the more modem technology has a high linkage effect, direct
sffectishigh.  «

The correct strategy of the appropriate technology would be to elect those

chnologies which maximise the direct plus linkage employment effects.

J us the

 — iy ]

3. What s the investment limit for the finy sector at present?

4. Mentlon three cottage industries.

3. What was the value of export of S8I sector in 2002-037

€ When was All-India Handloom Board started? Why was it staried?
mismmnwmwormucumnrssﬂ sector for the Tenth Five-Yeur

L What is NIESBUDY?

- What diy ,
you mesn by Technolopy?
1 Wharispyy oo w

| S
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. Explain how are small industries classified?

lllﬁimEﬂmmnb-
Section - B

What is meant by Technology? Differentinte between low-level technology and
high-level iechnology.

Mmmﬂuﬂmd;mmﬁarﬁmdmhpmafmﬂihdnniﬂ?
What were the recommendations of Karve Commitiee?

What were the package of measures for the benefit of SS1 announced by the
Government in August 20007
What is labour-intensive technology?
Write 2 note on Japanese delegation & its report to improve SSL
Sectlon - C
Discuss the importance & role of small industries in Indian Economy,
What are the problems of small-seale industries in India and how they are
attempted to be solved?
Discuss the growth of SS1 and Cottage industries in the plan period.

Briefly discuss showt the organisations (both financial and non-financinl) helping
the small scale and cottage industries in Indin.

Discuss the role of tlechnology in Indian industries. Explain the factors that impede
modemization of Indien industries, .
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Industrialization:
Role, Pattern & Development
during Planning Period
;,'bhmul'lndu:llilhhn -

In the earlier parts of this book, we studied in detail about the concept of
development and the factors inhibiting economic development in a country, The
various characieristic features of underdevelopment. viz., under-utilization of
resources, low capital formation, low level altechnology, population explosion,
social attitudes of the people; and vicious cirele of poverty are responsible for
poor industrialization and development of the economy.

In recent times, it has become an established fact that material riches and
industries go together. This has been well demonstrated by the advanced
economies of the world. At the same time, it has been proved that less developed
countries which Inck industries have to live in poverty,

What do you mean by indusirialization? Industeinlization docs not mean
morely starting of a few industriex for producing consumption articles. Even
before attainment of independence, India had cottop-textile industry, jute
ndustry and sugar industry and also fron and steel ‘Industrialized’ country. The
development of net-work of infrastructure like transport, power, communication
and starting of key industries to produce capital goods for starting more
ndustries in the economy constitute industrinlization, The existence of all
facilities, particularly the infrastructure facilities speeds up the tempo of
industrinlization. Generally, in underdeveloped countries, the infrastruciure is
not developed 1o create suitable conditions for development. When the
infrstructure is availahle, mone capital will be forthcoming for investment, Hence,
Bvery country has to take steps first to develop the necessary infrastructure and
later, the task of setting up industries on its own by inducing the inflow of foreign
capital.

Political stability and politicul climate are mainly responsible for
industrialization at the initial stages, The type of Govemment, the political
Philosophy of the party in power, the character and culture of the political
Wministrators of the country can either hinder or initiate industrial progress.

h—-—
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on the attitudes and aspirations of the
f many developed nations bear

industrialization depends ¢
jety, Economic histories 0

Role of Industriafization _
Indian economy with large manpower and varied resources has 10 be

industrintized. 'The arguments for industrinlization are as follows:

asing the income substantially: Industrialization of the country is
ﬂmﬁl;@n:ﬁ‘:?miﬁng the standard of living of people substantially and niso
pormanently. Only industrinl devetopment could offer a secure base for rpid
economic growth and income, Though 4n economy can grow with “agriculture’,
the efforts of Man are restricted by limiting factor of Nature. Only in the sphere
of industries, human efforts with improved technology would give rich

dividends by means of large scale production of varied goods for consumplios
i dences with many countries of the world indicate

and export. The empincal ev
thatt there is a close correlution between high level of incame and industrial

development. The industrially developed countries of the world have a very high

per capita income exceeding 19,000 dollars, while in less developed countries, it

is as low as 300 dullm;mn:tanymt:,nutmmﬂmniuﬂﬂ dollars for fairly

developed middle-income economies.

(b} Meeting high income-elasticity of demand: The mncome-elasticity of
demand for agrioultural products will be low, beyond gertain limits. Only in the
nitinl stages of development, the peaple will demand more of agricultural goods,
Once ngricultural production reaches a point where the demand for food is
completely met in the economy, the increased income will be utilized in
demanding industrial products. Thus, there will be s ceiling for demand of
agricultural produets, In other words, the income elasticity of demand for the _
manufactured goods is high and that of agricultural products low. To meet the 1
increasing demands of manufactured industrial products, the economy his 10 q'
produce more of industrial goods. Far this, industrialization is essentinl. '

ic) Earning Foreign Exchange and comfortable Balance of Payments
position; Industrislization is essential for keeping the export trade vibrant and
garning foreign exchange, so as to have comfortable balance of payments, It may
be argued that economy could produce more of agricultural goods for export and
in turn import industrial goods without much industrialization. This argument is
ruther weak, There is no gusrantee that the countries exporting primary
agricultural goods may be able to do so regulurly and permancntly and eam
foreign exchange in adequate quantities (o import manufactured goods. In
practice, agricultural countries face difficult situations due 10 vagaries of
monsoon and natural calamities. Moreover, the demand for agricultural goods i

. advanced countries will be very low. On the othier hand, demand for
manufactired goods in the exporting agricultural country will be very high. That
is o say, the income- clasticity of exportable agricultural goods will be low, while |

f L
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:--— ticity of imported munufictured goods will be very high, This
disparity will lead to poor balance of payments position to the countries |

and exporting agricultural goads, ax the terms of wuge will not be
favourable 1o them. So, it Is imperative that countries producin
ggricy Iura) goods should substitute manufactured goods also
petter balance of payment position, Industrinlization is only u ‘rational
" of low intensity of demand for agricultural commodities, after
certuin stage, be it domestic consumption or expaorn.

(d) Transferring surplus Labour: We have studied that backward
economies suffer much due to population pressure and excess of fabour force
agriulture, leading 1o uncmployment and underemployment, Further, with the
technalogical improvement in agriculture, the existing superfluous lahour foree
would become still more unneccssary, lesding to disguised unemployment. Hence,
it is essentinl to industrialize the economy, in order 1o nhsorb the excess labour
force in agriculture, and transfer it to industries. By this, the unemployed and
disguisedly employed agricultural tabour force would become more productive
in industries, Real industrialization lies in keeping the labour force in egriculture
1o the barest mimmmum,

fe) providing strength and security to economy: The real strength of the
economy lies in industrialization, which would help in producing capital goods
far industries and also goods for export, Further, it is only through
industrialization, the agricultural base could be strengthened and cxpanded by
ensuring furm inputs like chemical fertilizer, implements and machines, slorage
and transport fucilities, ete. Industrialization envisages indwstrial environiment,
industrial culture and urbanization, offering better economic security to the
nation, when intemnational crisis develops. Besides, in these days of war
preparedness, only through industrial development, the national objective of
self-relance in defence could be achieved.

Agriculturnl Development and Industrialization

We have studied already the interdependence of agricullure and industries.
Itis wrong to think of agricultural development and industrialization ax
conflicting in 4 long term programme. “Industrialization is inseparable from
substantial, sustained economic advance, because it is bath a consequence of
higher incormes (people spening relatively more an manufactured poods and
wervices, relatively less on food) und a means o higher productivity (enshling
Ugrioullural efficiency to rise by shifting people out of agriculture especially
whete there is ruml over-population, stimulating innovations, and in other ways).
Improvement in the productivity of agriculture is one of the most solid means of
Promoting industrialization; in fact. unless ngriculiure does modernize

tanttally, industria) expansion in most underdevelopment countries is likely |
' proceed at slow speed due to lack of markeis, since the great mujority of the |
Population wilf not have the nécessiry [Huthasing' power. On the other hand. |
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: 15 cannot go very far unles there is indygy

ogricultural ImPIOYTRE cused manpower and (0 provide & solid techy,.

ml?mfmuipmmi and services essential for modemised Agneylyre »

JE. Staley] |

Effects of Industrialization

Industrialization leads {0 three important effects, c.g., (1) Intemnal strygy
changes: (b) Changes in patter of forcign trade, and (¢) Social consequences,

() Internal Structural changes: indmilmhz:_mup m the initial stagey
to an increase in the number of persons engaged in secondary industry. The rye
of growth of factory employment is related to UTI:ZEHPW‘QH ol “:"'ju-'lh‘ihl
and also the establishment of new industries, The _rc!auve growth of
non-agricultural population which has charseterized lndl;iﬂnah:a:&!inn brings with
it many significant economic, social, psychological and political changes, |y
increases the number of wage camers,

The spread of wage-earing possible a gradual change from indirect taxation
to direct taxation. Public investment programmes of the Government will chenon
m magnitude and direction depending on the new distribution of populution,

The spread of wage-carning makes possible 4 gradual change from indirect
taxation to direct taxation. Public investment programmes of the Governmeni will
change in magnitude and direction depending on the new distribution of
population,

(h) Changes in Pattern of Foreign Trade: In the absence of restrictive
commercial policies, the structure of foreign trade will change, Imports of
manufaciured and consumer articles will be considernbly reduced and the
pattern of imports will be mainly capital good for industrialization. Protection to
home industries will also reduce foreign competition.

(c) Social Consequences: Industrinlization is not merely starting of fow
factories in some selected arens. It recognizes, besides the selection of
industries, arens, financing of industries, the rate of development ete., the
problem of sociul transition. The actual process of industrialisation invalves
fundumental changes in type of living and standard of living, These call forth
suitable social adjustments. The ease with which these adjustments are mande is
& function of a number of variables, such as the level of living in the agrarion
society, density of population, type of industries established. the adequacy of
education and housing programmes, eic.

Patterns of lndustrialization
Patterns of industrialization vary from country to country depending on the

initiative taken by the Govemment and also on the process of industrialization

According to the amount of initiative taken by the Government or privoi
enterprise, industrialization may be individual, or private-initisted: stl€
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imitied. and jointly initinted (j.e., mixed econamy). This clussification is only »
rough one_In the inilial_mgn:saf mdustrialization, efforts. of both individunl pnd
Government are essential. However, we can group England, US A, and! France
under the first ATy, L.e., private initiated industrialization, Soviet Russia and
China may be grouped under the secand category, /e., Gosernment inifited.
Japan, Germany and India may be grouped under third category, |,
initisted.

According to process adopred. Industrializalion can be classified as
“Revalutionary ™ and "Evolutionary”. The process of industrializstion undusgone
in Russia is described us ‘revolutionary”, while in England it iy callcd
‘evolutionary”. These termx cannot be taken as mutunlly exclusive. and they are
panially overlapping. The evolutionary process of industrialization in England is
called “Industrial Revolution' whereus the revolutionary process of
industrinlization udopted by the formerly 1588 R wus most evolullonary In
character as it began with imporied and copied technology. Provess of
industrialization under Government initlative will he quick und phenomenal and
hence 1t is called “revolutionary’. In the evolutionary process, the principal
generating forces sre enterprising spirit and technoloyy. In the case of Englund.
the added advantage was the *personal freedom” enjoved by the people
Absence of persanal freedom [s » restriction on cconomic sctivity, Af the sume
time. the attainment of personal freedom does not automatically bring sbout the
process of industrialization,

INDUSTRIAL DEVELOPMENT DURING PLANNING PERIOD
First Five-Year Plan

The industrial structure at the commencement of Planning exhibited the
features of an underdeveloped economy. On the eve of the First Plan, the
industrial development was largely confined to the consumer goads sector the
most important industries were cotton textiles, salt, sugar, soap, leather goods
end paper. Industries manufacturing intermediate goods like coal, cement. steel,
power, non-ferrous metals, alcohol and chemicils were also established. Bt
their production capacity was very small.

The First Five-Year Plan was not an important plan for industrial
development, as industries got only 2.8 per cemt of the total expenditure of
Rs, 1960 crores, Including village industries, the total expenditure was Rs. 47
Crores, Le., 4.9 per cent of the totl expenditure of the First plan. However, &
humhle beginning was made in the industrial sector by starting public sector
industries. The important projects in this category were Hindustan Ship Yaord,
Hindustan Machine tools, Sindri Fertilizer factory (Ammonium Integral Coach
Factary and NEPA newsprint mills, The rate 10 growth of output in the
large-scale industries, during the First Plan period was 6 per cent per unnum,
igaimst the target of 7 per cent.

&;, Joimntly
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Second Five-Year Plan
wchummﬂyﬂudiﬁdihﬂﬂwSMHdﬂm wmaflindminl plan based on
Mahalanobis model with the purpose of quick 1ndu5u:u}iuuim of the economy,
wmmmn@imgmmduaMuMmemmmhm
that would make machines for development of the economy.
Ihningthcﬂmndi’lm.amnfﬂs. 938 crores Was spent on indusrig|
sector. This comes to 20.1 per cent of the total expenditure of the plan, This e
massive ﬁpﬂ:ﬂm J:ompll'ﬂd 1o First Plan. DI-II'IIIE this [I{]:Illl,| three new sicel
plants in the public sector was commissioned at Bhilui, Rourkela and Durgagny
The public sector started its role of filling up the gaps in industrial structyre
through its participation in iron and steel, lignite, fertilizers, railway locomotives
and coaches, machine tools, heavy electricals, ship building, antibiotics etc. The
second Plan schieved some success in the dispersal of industries. In fact, al] jhe
three stee! plants were established in backward areas and they soon developed
into industrial lowns. The Second Plan achicvement in the industrial sector wag
7.25 per cent per annum, against the target of 10.5 per cent.
Third Five-Year Plan

The objective of Third Plan was to reinforce the existing industrial structure
and to lay the foundation for further industrialisation of the country in the nexi 15
years. Hence emphasis was given (o producer and capital goods industries with
special importance to machine building programmes. This was aimed at making
the cconomy self-sustaining in subseguent plans,

In the Third Plan, out of the total expenditure of Rs. 8,577 crores, a sum of
Rs. 1,726 crores was spent on industrial sector muking its share as 20.1 per cent
of the total. Top pricrity was given for the completion of the project started in the
second plan, Second prionty was given to the programmes for expansion und
diversification of capacity of the heavy engineering and machine building

industries, castings and forgings, alloy tools and specinl steels, iron and steel
and ferro-glloys, besides increasing the output of fertilizers and petroloum
products. However, total industrial production in the Third Plan fell short of the
plan target by 30 per cent. Real growth rates recorded was around 15 per cent per
annum in a number of industries like aluminium, automobiles, electrical
transformers, machine tools, engines, textile machinery, hall-bearings and
roller-bearmgs.
Fourth Five-Year Plan

We know that there was suspension of planning process for three years after
the Third Plan and the cconomy had only annual plans. This bad a strong
decelerating effect on the industirial development. Production in severs!
industries suffered a serious set back and many industries produced far less than
their installed capacities. While increase in industrial production was only 3.3 pf
cent in 1965-66, it fell 1o 0.2 per cent in 1966-67 and 0.5 per cent in 196768 |

——d




T

W-lmﬂluﬁon: Role, Patiern & Develapment during Planning Period 327
However. it 'incneaﬂ:d 10.6.2 percentin 1968-69. Thiy favourable effect wis due
increase ugricultural production during 1968, e
::“ »,:Ia?nmuiuf thlls mpgm the Fourth Plan was started in 1969, and out of
::: mvcsmwnﬁrm ; 264 ‘_mlr ;:‘?iﬂcn:]uée:; the industrial sector accounted for an
estment of Rs. 2, es, Le,, 18.2 per cemt, Industrial 1o 1
FMI:IJ; :;m it;cﬂuacd only by 3.9 per cent per annum against ETE;TH:::E
rate p:lr 2 g;:r mmum.ﬂﬁ reasons for this short fall were (@) Shortnge of
raw muterials (3 Sluggishaess of demand (¢) Labour troubles (d) Bottlenecks
due to tmﬂ_‘:c lruuh‘lg which affected movement of coal, mmL iron ore stc ]
cotton fextiles, fertilizors, coment, chemicals, aluminium eto | S

Fifth Five-Year Plan

The pattern of investment during this plan was desi
following: (7} Rapid growth of core sector ingus:ric: ﬁi:t Epg::dﬂgu:ir:::i‘:m‘n::
and Efﬂ_"""h of export producing industries (i) Substantial expansion of
production of essential consumer goods like cloth, edible oils. sugar, drugs
hicycles ete, (iv) Restraint on the production of non-essentinl goods.

The total expenditure under the Fifth Plan was Rs. 39,426 crores of which the
share of the industrisl sector was Rs, 8,989 crores, e, 22.8 per cent. The
achievement during this plan for the industrial sector was 5.9 per cent against the
trget-of 7 per cent,

Sixth Five-Year Plan

The Sixth Plin emphasised on the oplimum utilisation of capacities
improvement of productivity and alwo enhancement of manufscturing capacity
with special attention to capital goods industries, electronje industry etc. In the
Sixth Plan, the share of industrial sector was Rs. 15,000 crores which account for
13.7 per cent of the total plan expenditure. During the sixth plan period there was
wide change in industrial policy of the government with liberulisation intrade. As
o rusult, industrial production started picking up. Al the same time there were
distortions in the growth as well,

Seventh Five-Year Plan
The ohjectives of the 1
adequate supply of wage goods

and

adustrial sector in the Seventh Plan were: (1) Ensuring
and consumer articles for muss consumption al

reasonible prices and acceptable quality ¢ii) Utilisation of the existing facilities
10 the maximum through restructuring, improved productivity and upgradation
of technology (41) Concentration on development of industries with large
demestic market and export polential 10 emerge as world leaders inthem,

The outlay in the Seventh plan for industrial und mineral programimes Wis

Rs. 17,268 crores, As against this, the actual expenditure (at 1984 prices) was
Rs, 18,564 crores.
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The average growth ralc of th industrial sccior during the Severtp b1
B.4 per cent per annum as against the largeted prowth rate of 8 per ¢
annum. This performance was mainly due to manufacturing BECIO, which ) Pey
large weightage of 77.11 in the general index of industrigy) pProduction, 1"";:
mimufacturing sector by itsell registered an average growth rate of 88 pey
per annum which was well above the target. Cen |
Eighth Five-Year Plan |

We studicd already that the Eighth Mlan was started only in 199,63 |
political uncertinties. During 1991.92 there wus a severe set back 1o indum,i |
growth process. The General Index of Industrial Production showed only gy Y
numinal increase of 0.6 per cent. The manufacturing sector with a weightage of

7711 in index of Industrinl Production showed a decline in production of () per
cent.

The Eighth Plan envisaged an outlay of Rx, 40,673 cro
mineral programmes in the public sector. Of this,
central sector and the balance Rs, 5,523 crores for the states sector. Because of
the substantial liberalisation measures initiated in the field of indusiry, trade gng
cammerce, the Eighth Plan did not make 100 much emphitsis on QUL ve
targets, According to plan document, “The desired growth of different see
will be achieved primarily through modification in industries. trade. fiscl policies
and change in duties and taxes mther than through quantitative restrictions ot
imports/exports or licensing mechanism.” The Eighth Plan expected the privite
sector to play an mcreasing role in industrial activities, eapeaially where Security
and strategic or sociul considerations were not very important. The Eighth Plan
attempted to make the public sector competitive und efficient. In order 1o achieve
thig, following integrated strutegies were attempted: (i) Restructuring nvolving
modernisation, rationalisation of capacily; p‘mduchuulnnmny of publie
enterprises with privatisation on 4 massive scale; (i) Changes in management
practices 1o promote efficiency; and (iv) undertuking efforts 10 improve the
performance of state level public enterprises.

During the initial years of the Eighth Plan, e, during 1992-93 and 199394,
the unnual growth rates attsined were limited o 2.3 per cent and 6.0 per cent
respectively. But in 1994-95 itrecorded an impressive 8.6 per cent and in 1995.96,
imdustrial production reached the growth rate of 11.7 per cent. In the yeur
1996-97, it came down to 3,6 per cent.

Ninth Five-Year Plan

The Ninth Five-Year Plan (1997 - 2002) envisaged an annual growth rate of

8.5 per cent in theindustrial sector; but in the initial years of the plan, i.g,, during

1997-98 and 1998-99, this sector was able 1o record only 6.6 and 3.5 per ﬂﬂ'

respectively. In 1999-2000, the growth rate of industrial production was ooy ﬂ
per cent and in the last year of the Ninth Plan, i.¢., 2001 - 2002, it declined to 2.

'd*h

res for industrig)
Rs. 35,150 crore was furmu:

___—-Eﬁ"



- .

industrinfization: Role, Pattern & Development during Planning Period  32.9
;";n_:, due to negative growth-rate in mining, manufcturing and slso

Jectneity.
Five-Year Plan
Asum of Rs. 58,939 crore was envisaged for the industry in the Tenth Plon
with & view 10 achieving 8 per cent growth-rate. This is rather difficult, as the
endustTY had to face 'I““ ol's_uong wlﬂm} competition, the reason being that
quantitative restrictions on Indian imports had been removed with effect from
i 1. 2001, As a result there would be openness in Indian economy, The
tvate sector companies and public sector companies that have been privatised,
should prove themseives more efficient and competitive,
Changes in pattern during the Plans
impenant changes have taken place in the industrial pattern during the
period of planning. They are:
(i) Bullding up of infrastructure for substantial industrial development of the
econoimy,
{ii) The share ol the industrial sector in GD P hasincreased over the planning
iod. The share of the industry in GD.P, has increased from 15.1 in 1950-51 1o
| 24 4 percent in 1980-81 and 10 27,5 per cent in 1994-95 {at 1980-81 prices),
\ (ilf) Building up of keavy and capital goods industries: Structural shift,
during the second Plan. on the Mahalanobis model had enabled the economy 10
have capital goods industries with a strong industrial base. A wide mnge of
engincering goods. mom end steel, metals and metal based products ane now
[ produced within the country itself. Dependence of other countries far capital
goods has considersbly declined.

(iv) Rapid growih of cansumer dwrables: Due w liberalisation policien of the
government. in the field of industry, trade and commerce in recent years. the
output of consumer durables has expunded at o faster rate

(v) Emergence of public Sector: Belore planning. in the pre-independent
days, there was no public sector worth the name. The number of public sector
units af the commencement of First Plan was only 5§ with o total capital of Ry, 29
crores. Due to advent with & 1otal capital of Rs. 1,59.307 crores. This is really a
marvelous expansion. Further, public sector enterprises. non-ferrous metal
industries, fertifizers and communication equipment, etc.

Festures of Industrial Growth

A glance of the profile of industrial growth in Indin reveal certain positive and
good features, a5 well 45 negative and bad features. Let us bricfly study thase
features of industrial development:

(&) Industrial Production in India had been very impressive and sutisfictory,
Since the introduction of planning process, industrial production had increased
more than five times; and its contribution 1o the gross domestic product had

r&“-—__
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come up 1016 per cent. Industrisl growth-rute has also exceoded 'h*m
growth-rate of 2.2 per cent. Compared (0 pre-independence growth-rae gr litign,
2 per cent, the present growth-rate is fairly impressive, barely

(it} Anuther commendable feature of industrial growth is its modemizar;
The profile on industries shows that there has been a fundimenty change § on,
structure of industries from traditional to modem. At the time of indnpmd:“mt
India had only a few consumer-goods industries like collon-textijes 'am,t X
though there was [ron and steel industry under private sector, The d:v:lq;;;gm'
h? engineering industries was very minimal. Now, there is mnsidm,;in :
diversification of industries: Traditional and consumer-gaods industries . "
Ionger conyidered us very imponant us before. The weightage piven 1o lheﬁ
industries in the index of industrial production had come down from 47 pep
0 1956 (hase 1956} 10 12.3 per cent is 1980-81 (base 1980-81 ) O the thm
non-traditional engincering industries have nequired greuter weightage in the
index of'industrial production from 8.3 per cent 10 21.7 per cent during the sume
penod.

fi1) Besides, the industrial base hod been strengthened with preference 1
basic and capital-goods industries. India has now made rapid progress in steel,
engineering, vement und petroleum. The healthy developmem towards
“seif-reliance’ in industries is highly commendable. The country has become
self-sufficient in many nation-building commodities and dependence on Hnpon
o machinery and fertilizer has been considerubly reduced, We ure able 19
produce many dumble consumer articles like bicycles. fans, TVs, cte., fﬁ: expon

However. the industrial scene exhibits some negative and had features g
well. These are as follows:

D) The growth-rate of industrial production exhibits murked decling since the
seventies of 20th century, Though the growth-rate was very impressive 1il] 1965
to an average level of 10.4 percent, it had been declining cantinuousty 1o a level
of 4 percent.

(it} Another disquicting f(eature of [ndian Industries is the large seale
inefTiciency plaguing almost all industries. This is evident from the following
three impartant facts; (a) Declining productivity in industries and high costs of
production. In some industries, the cost of production is three or four times mone
than the world cost and prices, (b) Existence of large unused capacity in
industries. In some industries Tike sweel casting, coal machinery, cement mill
machinery and cycle tubes, cic., the extent of under-utilization of capacity s ss
large as 65 per cent. This results in serious consequences leading to unethical
practices and shaddy deals. In many cases mdustrialists sickness prevails the

industrial scene of the country due to various causes resulting in poor produc:
tion and accentuating unemplovment problem.

e
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L—mﬁ;dmm development, there hus been unequal disbursement leading
rtiimml imbalances. According to annual survey of Industries reluting to

0 ey sectar in 1987-88, more than 80 per cent of industrial activities were

Foct T in sates like Andhra Pradesh, Bikar, Gujarat, Moharashtra, Tuunil nado,

e Karnuaka tnd West Bengal und Utta Pradesh, The conribution of these

ciates 10 B0 output was 80 per cent. OF these nine States, the most developed

e A€ Andhra Pradesh, Tamil Nadu, Gujarat and Maharashtra. This leads to

o inequalities,

(v} Furthet, 1t is'nﬂﬁ:{_!ud that Indian industries produce only little wage
goods and they are incapable of producing goods for mass consumption For
examples Manufactured wage-goods like cotton-textiles, vegetable oils and sugar
e always shortin production and supply, Another eriticism is that employment
geaeration in the large-scale industries is very meagre,

Taking all the factors into consideration, we have fo suy that Indis is stil
ndustrially backward. Though industrial developtent is satisfactory, It is not
that much as to change the agririnn character of the economy,

gleventh Plan (2007-12) During Eleventh Five Year Plan targeted growth of
ndustrial production is siet at 10 percent per annum and manufacturing sector

wih target is set at 12 percent per annum. However, in the wake of global
recession, the government is contemplating u moderation in these rales,

Overview of the 12th Five Year Plan (2012 -2017)

| Theplan envisaged the following course of action for achieving higher growth

in agriculture sector :
| Faster, More Inclusive and Sustainable Growth.
3 Twelfth Plan Strategy. There are Shon Term and Medium Term Challenges;
| Shart Jerm - Reversing the current growth slowdown : $.5 percent in
2012-13 and to achieve 6.5 10 7 percent in 2013-14.

Langer Term  Take initintives to achieve high growth. This requires

accelerating from 5.5% in 2012-13 to over 9% in last two years. Inspite of

the global situation this has to be achieved.

1 Growth must be both rapid and inclusive, Inclusiveness is a multi-
dimensional concept and it warrants Reduction of poverty Improvement
of regional equality across states and within states, Improving conditions
for SCs, STs, ORCs, Minorities 50 as to Generute attractive employment
opportunities for youth Close gender gaps.

4. Revising the Targets, for various macro ecanottic variables like: Average
GDP Growth of 8 percent. Agriculture Growth of 4 percent. Reducing
poverty by 10 pereentage, Generating 50 million employment opportunities.
Eliminating gender and social gap in education. Reducing Infant Mortality
Ritte to 25, Materal Mortality Rate to 100 and TFR 1o 2.1. Increase

—
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22 [ GDP. Drive (o realize un] .
frostructisre investment o 9% o - L Universul
in 1:;:;#;:1 secess o power for all villages. Aceess | b'":;:lﬂ
Evm::: for 90 percent houscholds. Major welfare benefits ung gyhg diex
using Aundhaar card. | |
Strutegy for Achieving Inclusiveness. There are two oy, "
i . 0 mu‘: .
mu:: :vam income and employment opportunities by ach; eVing
higher growth
Targeiting poor groups With govemment pro-poor PO Ry
(b) MmWMlﬂh Plan combines the mmmlﬂl
approach with efforts to get a growth pattern which {« Fisstier

inherently more inclugive. Two routes are muttially Immigpmdm
High growth generates more revenues, 10 finance inclusivengy,
Progruimmes

6. Macro-Economic Challenges in Achicving High Growth, Higher rg. of
investment, especially in infrastructure. Domestic savings must HICre
to reduce the investment saving gap with which Current Accouny Deficiy
is controlled. To eliminate government dis-savings fiscal deficit MU be
reduced. Contaming Growth of subsidies. As 75% of the invesimey in
the economy is pnvate investment (household plus corporate), the Centre
and the States have to encournge privaie investment, Iﬂﬁﬂﬂimtluml
especially quality of power, and availability of skills is critical.

1. Effectivencss of Plan Programmes: Twelfth Plan sets ambitioys largets
for Flugship Programmes in sreas of Health, Education, Rural
infrastructure, Livelihood Development efc. Focus is needed on bt the
quantum of expenditure and also the effectiveness in terms of results, |
Improving the implementation al the state level through flexible poligies
by pmviding 1 0% flexi-fund within each scheme for innovations, |

8 Energy: 8 percent GDF growth requires 6 percent growth in energy supply
from all sources. Our fossil fuel resources are limited. so import is alreidy
high. Non conventional sources ol enerpy like : Wind power, Solar power
and tidal power.

9. Water - Mansgement of water resource is o major challenge. Estimates of
water availability have been optimistic. Twelfth Plan proposes modifiad
AIBP and expanded Watershed Management Programme. Water sector
needs betier Regulatory Framework New Groundwater Law, Water
Regulatory Authorities in each state National Water Framework Law.
Agriculture accounts for BO% of water use at present, must shifi to more
water efficient agriculture practices, Manage urban and industrinl water
demand through wader recycling and rationalise user charges,

—d‘:':
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Wﬁzﬁ plan target for growth is 8% of inclusive growth, various
Jifficult policy decisions are necessary both at the state and central level,
1fonly less than this growth rate is achieved then the government would

not be able 1o realize the vision it has for the country,
| (Ref : General Knowledge Today daily, E magazine)

Review Questions

Section - A4
pefine the term ‘Infrastruciure’,
what are key Industries?
what are the requirements for industrialisation at the early stoges?
what is the essential difference between ' Agriculture’ & “Industry’?
What are meﬂnp:c important effects of industrialistion?
what was the share of investment for industries in First Plan?
what was the targeted growth rate of industry In First Plan?
How much was spent in the industrial sector during Second Plan?
fn which plan period was Bhilal Steel Project started?
What was the growth rate of industrial sector in Seventh Plan?

Section - B
Explain the 1erm ' Industrialisation” of & country?
Wht are the social consequences of indusirialisation?
State the good and bad features of industrial growth in India
Write & nofz on “Transfer of surplus labour” from *Agriculiure’
What are the effects of indsutrinlisation?
{5 industrialisstion ‘evolutionary’ or ‘revolutionsry*?
State about industrial development in the Elghth Plan.

Section - C
Analyse and Discuss ubout the role of Industrialisation?

Discuss in detail about the growth-rate and structural changes of Indian industries

since the commencement of planning,

3, Discuss about the effects of industrialisation,

4. Starting from First Plan, briefly discuss about the industrial development in India
during the Planning perjod,

5, What are the features of industrial Growth?

6. Give an overview of the 12* Five Yeur Plan.
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Industrial Policy

The term ‘Industriul Policy” refers to the Govemment's policy towardy g
establishment of industries, their working and management. [t inelydes 1)) thows
principles, regulations, rules, etc., which would influence the industrialization of
Ihed:country and also nationalization of industries,
The industrial development of u country Inrgely depends on the industrigl
podicy adopted by the Government. During the British days, the Govermnmen
fedlowed u policy of Laissex-faire in industrial development and it way only 5
spectator without actively participating as an entroprencur, Only during wy,
periods some measures were taken up by the government which were nothing
bt adhoc measures to meet the exigency. The dawn of independence creategd
naw hopes and aspirations in the field of industry and the responsibility of
industrialization of the country devolved on the Indian Government which
embarked upona policy of uctively promoting the much needed industrializatiog
of the country. Industrinl activity in the country since then is carried on the bagjs
of policy statements made by the Government from time 19 time. The first
industrinl policy resolution on Independent India was formulated and annuuniced
bythe Government in April 1948,
Industrial Policy Resolution of 1948

Objectives: The Industrial Palicy was designed to achieve the following
obectives: (f) the establishment of a social order wherein justice and equality of
opportunity shall be secured to all the people: fii) the promotion of standard of
living of people by exploiting resources; (1ii) the increase in production both
agricultural and industrial; (iv) the offering of opportunities o all for
employment; (v) the need for careful planning Commission: (vi) the

determination of state responsibility and private enterprise in industrislization
and (vii) the regulstion of private emterprise.

Classification: The Government classified the industries into fous
calegories: (i) State monopolies; (7)) Basic and Key Industries;
(iti) Private indusiries controlled and regulated by State; and (iv) Completely
private sector industries.
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""'?;u_f;ﬂm arms and ammunitions, stomic energy, strategic industries and

ways were brought under the first category, viz., camplete state control. Basic
and key industries, viz., iron and steel, aircraft manufacture, ship building,
elephone: telegraph and mr_:lm apparatus, und mineral oils were brought
state control while starting new undertakings. and the existing units were
allowed of con!inur'in- the pn’_ vale sector, The Government would consider
ant on oft{nswnrld key industries in private sector after 10 years. Twenty
industries, such as cotton textiles, sugar, cement, paper, hoavy
were brought under the third category. These industries under
private sector were subjected to swie control and regulation. All other industries
prought under private sector without any state interference.

were
Cottage and small industries were allowed to play their part in the economic
gevelopment of the country co-operatives.

Features |
| The first feature of the Industrial Policy Resolution, 1948 is the middle
hid taken between laissez-faire and collectivism. Indian industrics saw

course it :
he dawn of ‘mixed economy” and the participation of the public and the private
enterprises in specified fields of production.

2 The policy underlined better Jabour-management relations and also fuir
deal 10 the labour,

3. Policy regarding foreign capital was also clarified. As a rule, the major
interest and ownership and control was to be in Indian hands,

4 An assurance of a sound tarifF policy designed to prevent unfair foreign
competition was forthcoming,

There were & number of Tactors behind this police resolution. The leaders of
ihe country had made muny promises to the people when they were caurying on
the national struggle. So, when they assumed power sfter independence, they
had o moral responsibility to change the face of Indiy, particularly in the
industrial sphere. There were many lactnge in the industrinl sphere, such as
predominance of consumer industries and inadequacy of basic industries. The
loss of rich resource at partition also tumed the attention of the Government 1o
ihese. Conllicting statements of Ministers and msny other had created a
confusion in the minds of investors und industrialists. The Indusiries
Conference held in December 1947 demanded that the Government should have
u definite plan for the demarcation of the roles of the private and public sectors.

The Industrial Policy Resolution af April 1948 had a mixed reaction. Some
welcomed it as a great step towards achieving a socialistic pattermn of society,
Some artacked the policy as ‘one-sided’ and biased sgaingt private enterprise.
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; sse: The policy resolution of 1948 did the
io Privels o st in owr country. The state undertook

i 1]

greatest drizr;g; rl: 12;;::::1 "::-?mp cfﬂnﬂ?'! ?ndmﬁnl development; but it did

Hﬁp;:it::m resourees in finance, technical and mansgorial man-power,
fﬂ’tm Genlt ;'nr 10 yeurs ptﬁcﬂhﬁd 1w consider tﬂliﬂl’lﬂ-liﬂiﬂﬂﬂ ]Iil}h: palicy iﬂlhl:
higpest drswhack which hused wriounly affected the F:-uw;h :!fmm enterprise.
By giving enOIMOLS powers to'the smte..thc :Ee:ll_ﬂl}‘ o p::m: :nm-pn.m was
ummsm-i]y reduced. The _ nalization u§ 0 DOREY of the l_m:,qj
» eut it the very roal of “mixed gconomy: and the spirit of co-ordinated
oy concerted attempts of the private puhii:'.-.wtorﬁ. The Industrisl Policy

created a doubt and suspicion i the minids of private SnLreprensurs.

ctly speaking, the vate sector was not precisely allocated its field. The
p-nlii?:;;lutian'r:adc E'L vast industrial field open !hr the State with the
exception of & small residue. It was antsmount 10 8 *dog in the munager” policy.
when put to actual practice

(i) Lack of Co-ordination: The {ndustrial policy
' ween the Union Government and the Stute

exhibited lack of ca-ordination bet

Governments, Poor expetience, lack of technical know-how and inadequate
integration betwesn policy and procedur in public sector, the misdirected
enthusiasm of nationalization without proper climate and resources, the
suspicion of the private sector, elc. all resulted in the slow and poar

development of industries.
Alrendy some Stale Governmenls were following policies which ran counter

to the Industrinl policy of 1948, Some of the them had taken over electrcity
concems. Some of them had also nativnalized road transport.

iil) Evily of Bureaucracy: The ‘mixed economy’ instead of taking the merits
of socialism #nd capitalism, exhibited the evils of the two. The evils of nepotism,
favouritism, red-tape, hureaucratic top heavy administration, ete., percolated in
all spheres of industrial undertaking of the State,

By and large, the Industrinl Policy Resolution of 1948 was the outcome of
emotion soon afier independence rather than of scientific reasoning. So, within
two years after the announcement of this policy, the Government made a

clarification that it would not nationalize all the busic and key industries on
ideological grounds.
Industrial Policy Resolution of 1956
_ The Industrial Policy was revised in 1956, There were g number of
cireumstances which made this change necessary: |
I Since the announcement of the 1948 industrial policy, the Constitution of

Iud_mwus:nnclod.glmnteeingurmiuﬁmdnmmml sohts to the cifizens

and laying do i inc rights

laying down the directive principles of state policy;

J. Dupmiage

__——-ﬁ‘
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W‘di Congress Session in 1955 elubosiely deseribed the cherished
2 Is of the socicty and accepled the socialist pattem of koclety ws one of
objectives. Parliament also wccepted this ns the objective ol social and

cconamic policy:
taunching of the Second Plan, which was mainly an industrial plan, and

kS E::fwuri!h haste and unbounded enthusiasm of the Government for quick
jalization und nationnlization drove to the nocessity of & new

;‘:::;;I Policy Statement in the year 1956,
jectives and Outlines of Industrial Policy Resolution of 1956
ﬂbm abjectives and outlines of Indwsirial Policy Rexolution of 1956 were:
(i Reduction o disparitics in income and wealth; (ii) Provention of monopolics
concentration of economic power; (i) Building up a large and growing
o ljc sector; (iv) Developing heavy and muchine making industries; and
p:;ﬁﬂ sccelerate the rate of industrinlizntion and economic growth,
{ Jnorder to realize these objectives, the policy designed these brocd muliney.
| State should assume predominant role and responsibility in industrial
* undertakings by starting and developing new industries and affording
necessary infrastructure,
[ndustrial units in the private sector should be fitted into the tramework of
<ocial and economic policies of the state,
State trading should be increased and more sphere of business sclivities
should be brought in its fold.
4 Cottage and small industrics will be supporied as they provide immediarte
' large scale employment, ensure more equitable distribution of income. and
facilitate an effective mobilization of resources.
More attention will be paid to the organization of industrial co-operatives,
Disparities in the levels of employment among different regions should be
reduced by extending power and transpont facilities 1o backward arcas,
7. Managerial and technical personnel should be provided to meet the
growing needs of the public sector and small industries by introducing

elgborate training facilities,
Proper and increased incentives will be provided for all those engaged in

industries for improving working and living conditions raising the
standard of efficiency by joint consultation.
9. Public sector undertakings ought 1o set an example and serve as a model,
New Classification of Industries according to the Policy
Under the revised policy of 1956, the industries were reclassified into three
categoties, viz., Schedule A, Schedule B, and the rest of the industries.
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Indian Begpo,

ule A, sevenieen inr:iush'it:s ‘Wﬂf‘ﬂ' listed and num
existing private units were nol disturbegd, rﬂlu-;

Twelye

135
Under Schedule A, 5
stute-owned. Though the exclusive operation of the public sectoe

- F thise Was
development © ander Schedule B. These twelve were brougiy .-

industries wore brought | pe :
mixed sector where the industries would be progressively owned by the Slhle,

i s¢ would have the OEPDI'}@H! to develop singly o .
and private enterpri All the remaining industries or residul i“ﬂuﬁmz

icipation with the stales. nning
\I:r::: l:n:a.;gln under the third category, viv., pmvftl: SECLOF. But the
retained the fght of starting its own unit at any time. “neng

Schedule A (State)
1. Armsand Ammunitions.
2 Atomic Energy.
3. lron and Sieel
4. Heavy casting and forgings of iron and steel,
5. Heavy machinery and plant required for iron and steel production, fy,
mining, machine tool manufacture, and for such other basic industries 55

may be specified by the Central GovernmenL
Heavy electrical plant.
Coal und lignite

Mineral oils.
Mining of iron ore, managanese ore, chrome ore, gypsum, sulphur, gold

and digmonds,
10. Mining and processing of copper, lead, zine, tin, etc.
1. Minerals specified in the schedule to the atomic encrgy.
2 Aircrafl
13, Air transport
14, Railway transport

I5.. Ship building - B
16. Telephones, cables and wircless apparatus

17 Generation and distribution of electrieity.

Schedule B
I All other minerals except minor minerals as defined in section 3 of the
Minerals-Concession Rules, 1949,

2 Aluminium and other non-ferrous metals.
3 Machine Tools
4
5

ol -

Ferrc-alloys and tool steels
Basic and intermediate products required for chemical industries such
the manufacture of drugs, dyestuffs and plastics.
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| '_'m'.] Palicy .
%ﬁ.m and other essential drugs, 20
ailizers, synthetic rubber, carbonzation of ¢ . "
7 ::ﬂ 7 aal, chemical pulp, road and
Industries N
| the remaining industries will be in the third category, viz., pri
‘::p stote will help this sectar in accordance with the mp‘:ﬂﬁ;ﬁi
;1 e Fives Year Plans.
Though r.hﬂﬂi;ﬂ?l:‘ﬂiﬁ were reclassihied in the aforesaid manner it must be
{ tht the division inta scparale categories does not imply that they are
jaced in water-tight compartments. It will be open for the State to start any |

P .
ﬁmﬂ‘f not included in schedule A or B when the needs of Planming require
jch B 1EP: In the ssme manner, even privately owned units may be permitied 1o |

aroduce

F nparison befween 1948 and 1956 Industrial Policies
@ Bothtbe policies emphasized the increasing responsibility snd participation
of the Government in the country’s industrialization programme: but the
1956 policy gave a wider field 1o the public sector.

@ The 1956 policy was more clear so fisr 4 the private sector wis concerned.
The classification of industries between privale and public sectors was
mace flexible;

i) “The progrmme of averall nationalization of industries had been abundoned
in the 1956 policy. "

Crificism of the 1956 Industrial Policy
The Industrial Policy of 1956 increased the scope of Governmenl
pﬁﬂkipﬂﬁm in industries and reduced the pant of private enterprise. This was
ctiticised a8 unfair. Eugene Black, president of the world Bank observed that it
| voould only resull in imposing heavy additional burdens on the already over
| strined financial and administrative resources of the public sector.” Dr. John
Muthai criticised thit the order of emphasis should be the reverse and free
‘ enterprise should be piven greater scope, and stale enterprises should confine
| fo casey where they were absolutely indispensable. Dr.C.H. Bhaba wemt 10 the
i sxtent of saying that the “policy statement is-a beginning which will ultimately
toxd 10 the extinction of entrepreneurial gctivities in our country.”
Whatever might be the eriticism, the Government had committed to rapid

! industrinlization, which could not be had without enlarging the sector.
, Industrial Policy Statement of July 1980
I

In 1980, when the Congress (1) Government came back to power with Indira
Gandhi as Prime Minister, the Industrial Poicy of the Government was restated

- tnduly 23, 1980, This new policy was i fact only an undated and refurbished
| version of the 1956 Industrial Policy Resolution. This policy statement of 1980
‘ Fellerated the basic policy Resolution of 1956.
e ——————

anything falling in schedule A if situation warrants that, !
0

|
|
|
1
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33, :1 T policy cmphasised the commitment of the @vcw
balnnced industrialization of the economy 50 as lo benefit the Comme, dng
employment generation, The objectives of the new policy statemeny of A 930%
as follows: _ Werp
fa) Facilitating an increase in industrial production thrgy
utilization ofinstalled capacity;
¢b) Rapid and balanced industrialization of the country and
gvailability of goods at masgﬂnble prices.
fc) Solving the problems of major industrial inputs like encrpy, ity
coal; Pa
{d) Correcting of regional imbalances lhrqugh a preferential treatmey,
agro-based industries, and promoting optimum inter-sectora| mmﬂnat:'m
fe) Pramoting economic federalism through co-ordinated development of P.
medium and large enterprises; Sl
() Promotion of export-criented and import substitution industries; and
(g) Higher employment generation.
In order to achieve these objectives, the policy statement reiterated |
in public secior. At the same time it emphasised the vital role of privage
pursuing the goal of self-reliance and modemization.

To generate more employment and also production, it was decided penmii
and recognize additional capacities in industries over and above the original|
endorsed capacities. Further, stress was laid on the improvement of technology
and allocation of funds for research and development.

Several steps were initiated to implement the policy statement of July 193¢, in
order to promote the growth of small-scale industries, investment limits fiyr
small-scale sector had been mised from Re. 10 lukhs 10 Rs.20 lakhs, The
imvestment limits for ancillary units had been increased from Rs. 15 lakhs 1o Rs 25
lakhs, Industries had been regularised. These included basic industries and thoge
producing mass consumption goods not reserved for the small sector, provided
the firms were not units to which the Monopoly and Restrictive trade practices
Act. 1969, or the Foreign Exchange Regulation Act, 1973 applied,

In order to encourage production for export, exemptions had been given in
the locutional policy and production for export had been excluded 1o compuling
licensed capacity.

To encourage production of alternative sources of enemgy. the Government
delicensed the manufaciure of equipment for exploitation of such source of
energzy like solar insulation, wide power bio-mass including bio-gas, geo-thermil

energy, tidal power and sea power. Thus the Industrial Policy Statemem gave
ample scope for the private sector o expand its activities and even sef up
industries in the sector reserved for the state in 1956 Resolution,

gh OBtitmyy,

iﬂﬂrcaaing lh&
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s Policy ¢
e have stdicd the Industrial Policy of the G 318
mmil"“"‘" of independence till eighties. In the carli of India since the
ing chiangey ware asmounced in the, Industril Polioy < of inetios muny
puhuy_slatumml: from 1956 to the beginni icy of the country, Till
policy resolution. The Industrinl policy announced " 99}; mhmd on 1956
B e fomthe pevions poliay smmisroesks, Refoes sindhi ARy
inl policy Sutement of 1991, we have to und ' o Iml:‘?mh Nwr [nchus-
y ofthe Govemnment of India, sdopted since 1951, Thenonl rial Licensing
rstand the implications of liberalistion and relax m y, we can clearly
irinl Policy of 1991. announced in the New
INDUSTRIAL LICENSING POLICY

A ﬁgr:m of industria] licensing was adopted by the Government <(ndiain
ordet 10 BIVE I:Iﬂ"-"iﬂﬂl shape to the Industrinl policies unnounced since 1948, An
industrial licence 1 4 r-_oul am.l also &n instrument activities of the economy, in
order 10 EIVE proper direction (o ensure industrial development in accordunce
with the policy sistement. An industrial licence is only awritten permission from
ent to an industrial unit manufacturing goods. The writen
ermission (fioenee) wauld eontels all particulars regarding the location of the
umily gonds 1o be produced., the capacity of the industrinl unil el Any change in
ihe [pdustrial Policy would autamatically call for a corresponding change in the
indusstrial licensing poliey to enforce the ohjectives of the industrial policy.

The averail abjeciives of inchesirial licensing pelicy sdopted during the 40

yesrs were as follows:
() Optimum utilization of investible resources; (b) Ta meet the requirements

of the economnyy on the basis of priorities; (¢) o secure balunced development in
(he countrys (d) To prevet concentration of economic power, (€} 10 stimulate

mare employment; hsorption of agricultural surplus and prevention of urhan
migration; (1) To achieve optmal halance between public sectt, private and
small-scale seClor: (g) To fucilitate improvement in technology and industrin!
eificiency. and (h) to widen and also strengthen the industrial base of the econamiy.

Legishative Measures 0 implement industrial Licensing
The legislative framework for industrial licensing wits embodied in different
Acts were: 1. Industries

Acis of the parliament dl different times. These
(Development and Regulation) Act, 1951: 2. Monoprolics and Restrictive Trade

practices Act of 1969; and 3. Foreign Exchange Regulation Act of 1973. In
sddition to these many adhoc MEusures Were taken 1o control the industries. Let
us briefly discuss shout these Acls.
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fiom) Act 1951 .
Mﬂn of 1948, the Indusiries
Jutd oh came into foree on

wass F.;fsu'iﬂ 1 thes time of lmmehing

it tbcrc;ﬂﬂd“*“'i""‘w precious metals

alsa cring | yetries 10 the !clm_dulud

< ot of the existing unil,

" The Gy wokingr
: . from Lo incase o '

without ﬂ_m ind ustrial m_,ﬁcr(:-lklﬂli- IE:“ injury 10 the mn.mm_{d] The

e serious GAMAEE T B gement of any industry

y Act of 1951 introduced the
hich had been defined as

licensing syiwﬂl:;r'::gm ing means Aoy undertaking pertaining 1o a
- "iﬂduﬂ

—arried on in one of Factories by any persenar authot-

Ehgdulﬁd industry cauit - i o the “ﬂﬂlﬁinﬂ' 3
vernment .A;ﬂ;’:lﬂ akings; (7) Licence for substantial
undertat producing & new article in the

- rroduction of New Imdustrial Policy in the year 1991 virtuully
The intro nt and Regulation) Act of 1951 by abol-

abondaned the Tndustries (Developmer : _
ishing indusriol Heensig for all projects except for 18 specific groups con-

cerming safety and hazardons naiire.
2. Monopolies and Restrictive Trade Practices Act, 1969
The Monapolies and Restrictive Trade practices Act was passed in the yesr
1960 which came into force from June 1. 1970. According to this Act, a permanent
body known as Monopolies and Restrictive Trade practices Commision Was
set up with responsibility of exercising vigilance and preventing the evils of
monopoly and unbealthy practices in business undertakings. The MRTP Act,
through the MRTP Commission attempted to control the monopolishi
MEcs in businesses in the following way by adhering to the following
objectives and provisions: |




Industrin! Policy Jo

T (a) Contralling the cancentr
along with its inter-connected ndn qf::mnm
20 crores of rupees was brought under the

ision of the MRTP Commissio Thes
: : . (il
required 10 g2t prior approval of the c,m,ﬂ‘i;m.mfm";’f”’ e Viien Urers

undertaking or for establishment of '  or expansion of the
jmaionof n usdrokingwih eyt s ., 2 TR

the MRTP companies were required 1o get themselves registeved with .
Government. (vl The Central Government could order divi:i:‘t q;“ml
Wimﬁhn any inter-connected undertaking () ;‘nm
_ more than 25 per cent shares ol any public without

{he permission of the Central Government. MRTP
than 10 per cent shares in any other mrfpzu?ﬂmh shures muﬁiiﬁn!: 1
trunsferred \:qth::l tbﬂMpummsmn of the Central Government.
e o e e et
distorting competition in the market, nbuse of market power in the Eupplg: and

. distribution of goods and charging unreasonably high prices snd also limiting

I| technical development or dem-smnnou of the quality of the product, The Central

Government, on the recommendations made by the product. The Central
Government, on the mcmmdminm made by the MRTP Commission could
| urd_El' (1) regulating Pmdllﬂl?_l'l. supply and distribution of the product and also

fixing the terms of sale; (ii) prohibiting the company from adopting sny

commercial policy or pructice that would endanger competition in production
and supply or distribution of goods and services; (i) fixing quality standard for
the goods produced by the company; and (iv) also regulating the profits derived
by the company from the production, storage supply and distribution of the
product OF services.

(c) Restrictive Trade Practices: A restrictive trade practice wus defined as
ane which limited the conditions of selling and buying, and thereby restricting
competition. For example, a buyer (wholesaler or retailer) might be required by
the monopolist buy from a specified supplies but limiting the number of buyers
to wham he had to sell. The producer might dictate prices on which the goods
were 10 be sold to the public. The Act mentioned & number of such type of
agreements falling under the purview of restricted trade practices” and insisted
that these should be duly registered with the Registrar of Restrictive Trade
Practices. The Act also gave powers 1o the MRTP Commission to nguire into
such practices and give directions either to discontinue such a practice or modify
the same a5 per the discretion of the Commission.

fliﬂ L'.J'il‘fgjr Trade Practices. An unfair trade prﬂ{‘;[iﬂ: 1S One “'hil:h altempts to
play ‘frand’ on the consumers by making tall and false claims about the
description of the produet, for the purpose of trapping the consumers

_—_—ﬂ



a.n Inding
Tj‘iis might be in :th:dl'unn ufm n?'.»?gfﬂm“‘ false “"E%
1 it qmmlity.. c of gi cotitests and fye
empowered to enquire info such mufters and give proper directions, Way
The MRTP Commission shull have the pawers of 4 court under gy,
Civil Procedure in investigating and deciding matters relating 1o mu‘:::fu{ |
and unfair trade practices. e
With the inroduction af New Industrial Policy in 1997 g amend
MRIP Act of 1969. the Act was made applicable 16 Governameng o “r"m the
alsw; the MRTP companiex are not now required 1o gt themselyes ”xﬁf:-:g;
oo

wirk the Cenmral Govi: but the Avt hux lost its teeth the MRTP 4¢y i onfy p
Act now, il

3. Foreign Exchange Regulation and Management
Industrialization of the country depends o the extent of investmenys nad

in the cconomy for starting many projects. Resources in the form of mope, -
material ure very essential for development. Capital for investment m::n;
: forthcoming within the country or it may also flow from foreign mlm:-nq
| Non-Resident Indians would be interested in investing in the Indian Venlurey
. Further, industrialists und big businessmen would have eamed lot of rﬁmin
exchange for further investments. It has become an imperative need for i
Governments to regulate the flow of foreign cupital and also stimulate
investment for the purpose of industrialisstion and economic devely

prent,
During the Second world war period, the then Government many

ordinances regulating the foreign exchange transaction. In 1947, a fiy) fledged
Foreign Exchange Regulation Act was passed by the Government of Indig. I the
year 1973, the Act was modified and the Fun:ign Etchmgg chulmiﬂu-aﬂ al
1973 was passed. The term foreign exchange inciudes forcign deposits 404
balance payable in foreign currency and also foreign securities,

Hefore studying about Foreign Exchange Management Act (FEMA) of 1999,
let us briefly study about Foreign Exchange Regularion Act, 1973 which was
repealed.

Foreign Exchange Regulution Act, 1973 (FERA) in brief
The primary objectives of FERA were as follows:
1. Conservation of Foreign Exchange Resources.

2. Ensuring that all foreign exchange accruing to the country were properly
-accounted for.

3. Ensuring proper utilisation of the foreign resources of the country for the
common good and econamic development.
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policy
: Eﬁ;‘ﬁt‘i—."“"'—hhm of the Act
pain Act empowered the Reserve Bank of India and ulso the Central
The 1 (i) to exercise control to see that the foreign exchange carned by the
s Were ty accounted und realised; (ii) to control the holding of
xp? change inany form and making of puyments in foreign exchange; (iii) 1o
foreigh inte rules and regulations regarding foreign exchange transactions
frame OF per directions in this matter o all the banks and trave) agencies.

nd 557 lowing provisi
Aﬂwm_{ﬂow ng provi _nmr
|pvestment in India by foreign company had been restricted upto 40 per
@ 1 ¢ non-resident interest. Under the New Industrial Policy of 1991, the
pon-resident interest had been raised to 51 per cent.
ymission of Rescrve Bank of India was essentinl for continuing any
commercial activity acquiring industrial interest in Indin.
The Reserve Bank of India was empowered to authonise dealers in foreign
exchange and dealings in foreign exchange would not be done except
authroised persons and agencies by the RBI.
M;mpoﬂ.cﬂmiﬂﬁﬂiﬂ foreign exchange had to be deposited with the RBI
) and it was unlawfiil to hold these earning abroad.
) oOver-invoicing of imports is prohibited.
vi) Assets held by non-residents could not be transferred, assigned pledged
( ar chirged except in sccordance with the permission of the RBL
i) No person in India was allowed to hold or transfer property outside India
V) ihout the permission of the RBI; and the Reserve Bank of India could
dmﬂpmmmscllsul:hmperty and acquire the proceeds through an
aufhroised person or dealer,
i) Owners of immovable property outside India, foreign exchaoge and foreign

cecurity outside India should submit returns to the RBI
(o) TheAct prohibited any person from overstaying abroad or visiting any

country not authroised or approved by the RBI and no foreigner could be
employed in Indis on salary or wages by any Indian without the permission
of RBI

Finally, the act also provided adequate powers to the Government 1o call
for information, to search suspected persons or 10 seize documents or
search any premises in connection with the enforcement of the Act.

After the liberalisation mensures announced in the New Industrial policy of
1991, the Government promulgated an ordinance to amend FERA with immediate
effect The ordinance removed a large number of restrictions on companies with
more than 40 per cent no-resident equity. It removed FERA controls on Indian
firmis setting up joint ventures abroad and allowed Indiuns to hold immovable
property abroad, subject to certain conditions stipulaied by the RBIL Further
concéssions given were as follows:

% Pﬂ

(i)
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(i) Companies with forelgn share holdings could ine M |
“uity

per cent by remittances in foreign exchange in th B e
industries. 35 high .. 0%
(i) FERA companies (other than banking companiey * leﬂt,
'ﬂur.,%

tieed not get the permission of the RB).
In spite of severnl changes in the Foreign Exc
hiad been a long cry from the business and inf‘mﬁutﬁ:rﬁ%*ﬁ-
draconian and obnoxious law 1o attune the economy with thﬁ u;l.%
After a through review, in August 1998, the Governmen introd . thnmwu‘h
replace FERA. The result was Forelgn Exchange Managemen, :‘d %]ﬁjh':"’-
the prevention of Money Laundering Act (PMLA), But, the ht:r IEPEMAI Ly
wanied 1o dilute the provisions of PMLA which they deses hitiesy c;,::
FERA through the back door"; Hence, the Governmeny nntiﬁmh?j o "!rewh
l'lﬁ.plm:c FERA and PMILA had been referred to & Select Cnﬂﬂ'l'lit EMA IDIJgh
Sabha, although it has been passed by Lok Sabha. Though v & Of the
:nr.hur phn to notify FEMA along with PMLA, it dropped the Gﬂ“’”‘&m
legislation, as it could not reconcile with several severe Mlﬁhp.“ﬂ“'-g of n..;;
wats because, a distinction was being made between m‘imgswchlﬂ PMLA_ iy
in nature and for which the ends of justice could be mer ﬂmugh“m lﬂthuw
pecunisry penalties only. These were (0 be dealt with FEMA, The e ion
crimes of drug and arms running, as well is gross firmmalmm %'ﬂq&
Pz dealt under PMLA. which would have stric penalitie uh“".'"’mrh
imprisonment. Hence, the Government notified only FEMA wi uw:;];mn!udial
Foreign Exchange Management Act,, 1999 MLA
The Foreign Exchiange Management Act (FEMA) 1999 g
from June 1, 2000, replacing the Foreign Exchange R}cgmnﬁl:::;mnn{: 1010 effye
FERA 100 would continue to be in operation for two years, that o+
2002. The two-year sunsct luuse for FERA had been incorporated i "
legislation in order to allow the Enforcement Directorate to i““iwwm'“
ready all FERA violations cases for prosccution within tha Pﬂlnd'?:
Directorate, therefore, had two year's time 10 investigate and chargs.sheg "
those who had been uccused of violating various provisions of the Figy
Further, any FERA violation cases which came to notice within this 1wg vee
period would also be dealt with under the FERA legislation.
The differences between the objects of FERA and FEMA
According to Reserve Bank of India, “the object of Foreign Exchang
Regulation Act, 1973 was to conserve [areign exchange resources, wheress (e
object of the new Act FEMA 15 1o faciliate external trade and payments asd
promote orderly mamtenance of the foreign exchange market i India™
Further, a person resident outside India is permitted 1o hold shares, seountie
and properties acquired by him while he/she was resident in lnmﬁ: A peesm
resident outside [ndia is also permitted to hold such properties inherited Fo!

ﬂ




can also used for purposes utimr
exchungs is otherwise permitted for
Saliont Fearures of FEMA
o - r-:lzm. mm has substantiully liberalised severa) thi
facilitate EXUETR (IS GG payments, The residents now going abroag for
business purposcs or for participating in conferences/sem aor
the RBI['s permission (o avail ﬂlmulvnsuf'rmgim - chw”“"'m mul not seek
pet trip frrespective of the period of sty the basie mv:lf'.‘“ Mdnllgn
et s S0l o 00l e v e
o0 mlﬁ'ﬁﬂﬁ Eu; Hmm;ﬁ‘mﬁﬁﬂm 10 5,000 dollars from
::lsﬂﬁm at 5,000 dollars, ~ ’ and maintenance of cloge
Resident’s Foreign Exchange (RFC) account ) account holders and

: ot h"’klﬂﬂ'mpﬂmit&d lo freely use
funds held in EEF/RFC accounts for payment HE Y
‘Mn ¢ transactions. yment of all permissible current

The rules for forcign investment in India and Indian investment sbroad are
also made comprehensive and transparent. Now the rules permit Indian
companies engaged in certain specific sectors 10 acquire shares of foreign
compunies engaged in similar activities by share swap or exchange through
issiie of ADRs/GDRs upto certain specified limis,

The new Act repeals the old FERAZ but any offence committed under the old
Act which is taken cognisance of by a court within two years from the repeal of
FERA would be dealt with under the provisions of the old Act, 85 indicated
carfier. Further, FEMA is a civil law unlike FERA, Contravention under FEMA wll
be dealt with through civil procedures: Unlike in FERA, the burden of proof
ander FEMAwill be on the enforcement Agency and not on the implicated FEMA
describes an cluborate redressal machinery for total justice and faimess to the
implicated, while deciding on the guestion of contravention,

Application of FEMA may be seen broadly from two angle, namely, capital
geeound transactions and currént account transactions; the former relawes to
capital movement, i.e., transaction in property and investment, as well us Jending
and borrowang. There are seven types of current account transactions which aie
rorally prohibited. These include transactions relating to lotteries, football pools,
hanned magazines, eic.

Other Types of Control

Besides, the Government of India was exercising control over the related
achivities of industries 5o as to regulate the process of industrial licensing more
effective, The Capital Issues Act, 1956 was intended to control and channelise
mvestment in peionty sectors. Under this Act, permistion from the Central
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Government was necessary for the issue of capital ang
However, this Act was ubolished in the year 1992 ang m‘::ﬂf ml?lod
the issue of equity and other reluted matters, The ““‘“Fﬁnn;p%“

" f
exempted to follow the guidelines laid down by the 3!:::::‘-&1:: Arg “hwm'h
Board of Indla (SEBI), and Exe

The Imports and Exports (Control Aeq of 1947 hm"“
Government to promulgate ordery reluting 1o ﬂ*‘-mmm?:m"w Thes cem
by licensing them under a designated authority, Wwﬂu[imm L
been vested with the Director General of Foreign Trade Th:“"“‘u e oy
depended on several factors like

availability of foreign exep. - U8 of | Moy
the commodity for the ing uni |

=
iy
-

Essential Commodities Aet of 1935 empowered
control and regulate or prohibit the production, distribution, VMt G
consumption or storage of a large number of Commoditjes mﬁ"“‘dm
their prices and eyen take over the stocks, To control and o, ’“Prug,,h'
commodities, there nre s number of enactments fike the Cofy, L Tote g
Indusiry Act 1983, the Tea Act 1953, the R
(Regulation of Production) Act, 1961, All
and regulate the trade by fixing quotas for intemal sule ang
Boards or Competent Authority constituted for the

Under Essential Commodities Act, a number of control aeq g
1ssucd by the Government form the time 10 time. These 4% (a) Comeny - 0
order of 1961; (b) The Commercial Vehicles (Distributies a0 S ¢
order of 1963, (¢) The Imported Tourists Cars of 1959, (@) Scootars (Digtl
and Sales) Contral Order of 1960; f¢) The Fertilizer Control orgpr of 1957,
(&) The Ethyl Aleohol (Price Control) Order of 1961, ete. i

Thus, the industrial licensing system is India was s0ught (o he hﬂillfmm
by means of plethora of supplementury and adventitioys. ACLS, Otder
Controls in different areas of economic activity. Heuce, ritics vehemeng,
criticized this as Quota-Permit-Licence System.

Review and Reappraisal of Industrial Licensing Policy in Indiy

The philosephy behind industrial licensing was 1o regulate the avera] gt
of the economy in such a way #8510 climinate sectoral and regional imbglance
and at the same time, chunnel the scarce resources available into setiyiiss o
importance. It was expected that industrial licensing would ensure indnstral

development in sccordance with plan priorities, preven

\ Over-investment, g
cncourage new entrepreneurs with meagre means and no mfluence. I 5|m~ul:1
facilitate regional dispersal of industries with increased production and bighe
exports,

he Centryj o,
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| the experionce of the economy since the pasaing of Indusirl
:[u pmient and Regulatlon) Act, 1951 lnd not been very mmumui"ﬂ,rg::
{F";‘h jndustries nbmlji!l.l.ﬂ licences hud raised production level, genermted more
dod! joyment unitics und enrned considerable Toreign exchunge, However
emi™ % s growth objectives remmained un(ulfilled. Further there were criticisms

bout ihe working of industrind licensing system,

. [T licensing system hud upplied more of rextrictive influence rather than
jerating the wheels of ceanomic growth. It had not heen uble to ensure
o qopmentt pccording to plun prioritics because even in non-cssentinl

d::;:ﬂri s, livences wene insued in excesy of enpacity targets,
i o e ystem had ennbled only influentinl purties and lurge business houses
obisin permission 1o pre-empt cupacitivs. According 1o the Mndings of RK.
"’“mﬁ who was asked to review lo working of the industries Act of 1951, many
i big und influcatial houses followed the pructice ol putting in number of
Jications houses followed the practice licensable capacity. This is more 5o in
' house followed the practice licensable capacity. This is more so in the house
of Birlus. They weore uble 1o achicve the foreclosure of licensing capacity
Lquse they kept themselves informed about the procedure, changes in mles

ot cegulations. kept their office at Delhi and put their application st the carlicst

ppportunity:

3. The system hud not struck at the root of regionsl imbalance. In the
ate-wise distribution in licences the disparity could not be bridged and the
- qustrially backward states have 1o remain backward. During the period 1956 10
(066, | 7310 nm}ljﬂﬂ?lﬂl‘lﬂ for industrinl licences were received, of which 10,016
were appraved. During this period, the four industrinlly advanced States of
\harashira, West Bengal, Gujurat and Tamil Nadu sccounted for 59.3 per cent of
applications and 62.42 per cent of the licences issued.

4 The absence of follow-up action in licensing system was another big
| which defeated the very objective of the systems. It was believed that a
Jicence was only a passport helping the entrepreneur to apply for various other
ﬂh-_;jgns-md permissions 10 establish his industry. The nuthories concerned
were not aware of the total investment made, foreign exchange commitments,
whether the full capacity of the industry had been wiilized or not, eic.

puti Commitice oa Industrial Licensing
Ihe Govemment of India appointed in July 1967 the Industrial Licensing
licy Inguiry Commitiee under the Chairmanship of S. Dutt 1o study the
working of the licensing system in detail ond other suggestions. The Committee
inquired into the working of the industrial licensing system over the decade 1956
o 1966 ind brought (o light several defeets, deficiencies and malpractices, The

Committee submitted itsreport in detail in 1969.
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The Committee examined in detwil 73 large industrial houses and found o
that the percentage share of 30 houses in the iﬂvg:lmmu- proposed in theiy
applications was nppreciably higher than their sharc in the paid up capital of i,
corporate seclor in 1 968-69,
Secondly, the committee found out that in the case of 51 prodycts 1he
houses controlled S0 per cent or more of the licences. Disproportionate
of capacities thus emerged from the licences issued. A fow industrial housey
were able to manipulate things in theirown favour in collusion with some higher
authorities in civil administration and publie life. -
Thirdly, the Committee observed that more than 31 per cent of the Ji
issued in the ten-year period (1956-1966) were not implementeg Thi
non-implementation had serious impact on industrial growth. TN
Fourthly, the Committee observed, that some house managed to oain barge
number of licences, but implemented only a few obtained more licences for the
same product without implementing those already obtained; arng installed ang
produced more than the suthorized capacities. Such methods ang device
opportunities for pre-emption, N
Fifthly, some houses indulged in submitting multiple applications fi, he
l same product through various firms under their control.
| Sixthly, because of the aforesaid malpractices, there was g high rate of
l rejection on the ground that the targeted capacities had already been 1jc
Thus, new entrants 1o the field were barred and denied Opportunities .,i-

obuaining licences,

Finally, the committee also observed that the public secior fnanciyl
institutions also favoured big business houses in granting credit ung loans
According to the Committee, 20 big business houses were ablé to gey the bulk of
financial assisinnce fram public sector financia) institutions. There Wiy
deplomable lack of co-ordination among these financial institutions, which hay
been revealed from the fact that one of the large business houses Obtained
financial help from several institutions at the sume time, OF fhe financial
assistance granied in the form of loans by these institutions, nearly 44 per cent
hnd gone to 73 big business houses and about one half of that hud 2one o
very large houses,

The Dutt Committee recommended a system by which licensing counld be
magle more rational and purposeful. The Commiitiee recommended classificating
of industries Into (i) Core sector, (i) Small scale sector, (iii) industries producing
consumer goods and (iv) the rest of the industrial sector. On the basis of Dun
Commitiee Report the Government snnounced a new industrial licensing policy |
of February 18, 1970, |
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pnatdes fieaturex wf the revised pulley wera:

r":" “.dmurinl anderiakings with un Invesunent of upte Rs, | crore were o
i ,,_mll.lﬁi*'

he I.Iple”' leensing would be required fir now industrial undertakings with an
2 il of Ry 1 1o 4 crores, the oxisting Industries, In the sume investment
jvestt il bo deliconsed (1" such Industrics did not belong Lo the 20 lurger
pUIETE ) houses 08 glonnified by the Industrial Licensing policy Inquiry
that they did notrequire more than 10 per cent by way of foreign

ﬂmlmi (o8, 41 ol that il ind .
. « for imports, nn that they were not included in the monopolies Act.

ghould be b 1wt of *Core; Industries consinting of basic critical
\striey of the economy,
4l addition to the ‘Core' sector ull Investment propositions of Rs, 5 crores
I'bﬂ deemed to be in the ‘heavy investment® sector.
s rhe existing poticy of teservation for the small senle sector (involving
iments in muchinery and equipment upto Rs, 7.5 lakhs) would be continued
foves area of such reservition extended, wherever production in this seclor
ar ¥ ﬂpmﬂd,m grow to meet the demand adequately.
> 6. In respect of agro-industries, particularly undertaking processing
mngm:"““"*j“w and other agricultural commodities, preference would be given

(o applicants from the co-operative sector,
redeeming features of the new industrinl policy were (a) for the first time
e sphere of licensing had been clonrly defined; almost all the important
industries hud been put into the core sector where detailed plans would be
epared and essentinl inputs made available on a priority basis; (¢) it aimed
::wbing monopolies and tried 1o encourage the middle sector to enter new fields
ofindustrinl development hitherto u{tplmlcd by big business; (d) discouraging of
e catry of the big business houses into the delicensed and middle sectar would
' entreprencurs into this area of production; and (¢) the liberal

gitract new entrepren _ _
liccnsing, with institutional finance in the middle sector would prove an added

sitruction (o medioere entreprencurs,

This new industrial policy had been subjected to severe criticism also. The
resirictions on the growth of the big industrial houses beyond the core sector
! not found favour with business community in general. They felt that it would
make things easier for incompetent Hirms, Further, they said that the policy would
fuil o generate the necessary enthusiasm for rapid industrialization, because it
provided a frumework for future industrial development, which is not
technology-oriented. But it may be peinted out here that efficiency did not
ilways of necésiarily increase with the size of the industry.

1 lere
strateilC ol
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New Industrial Licensing Pollicy, February 1973
adopted » now Industrial Policy Statemen oy

973, Huving the 1956 Resolution as the base, some im
: duced. By the New Indusirial Licensing Policy of 147:
mm;?:m‘d thl!lpr:lmll of the Duff Commiitee fm““iﬂaltp&i i
ﬁf Sector. The following changes were introduced. !
{I}Allmdulﬁllmﬂuwﬂhnmhmllmmmﬂs.z?nmmumh
mmmﬂhﬂmﬁlmﬂulﬂd down by the Monopolies Act, imj dm’fﬂwthe

nationsal cconamy. ’
(-Z}Miﬂuﬂ?irdumiﬂhdbommuﬁcd as core industries of importance

the national economy. ‘ )

(3) Joint-sector was conceived as asector in }v!llch b?ﬂilhﬁpuhﬁc Sector ang
private sector jointly orgunized n pmdﬂl:ﬂlfln activity. Joinl Sector would inclye
units which have both public and private Investnents, and where the state to0
an active part in direction and control, This was aimed at combining the by,
manngerial expertise available in the country in the public sector. Equity partic;,
pation by the private sector partner would not normally be Ill'h:n:.'gd.tg exceed ¢
per cent. It envisaged an vpen corporale structure, the functioning of whig,
should have a degree of accountability to all the important segments, viz., thy
sharcholders, the employees, the cansumers, and the community. It was clarifieg
by the Government that in all joint-sector units, l.hﬁ Government would engyp.
the policies, management and operations and it rejected the plea of JLR.D, Tay
that the management should be allowed in the hands of private parties.

4. This policy gave considerable concessions to private sector units gng
forcign multinationals besides encouraging smail-scale and co-operative secigr
in the production of ancillaries and mass consumption goods.

New Industrial Policy, 1991 (Economic Liberalisation)

The year 1991 and 1992 were special significance in the Wimﬁm-nmny‘u“
was In the transitional stage from semi-controlled and hmeamﬁc-nw
phase 10 liberalised market-oriented regime. Many cconomic measures were
introduced to achieve the objectives of new economic policies of Governmen|
OF these, the new Industrial Policy Statement is of vital importance, as it form
the centre of all economic policies of the Government. Let us discuss about the
New Industrial Policy of 1991 in detail.

The Government of India armounced a new Industrial Policy (NIP) on July 24,
1991. The main objectives of the NIP are to build on the gains already made,
correct the distortions and weaknesses that might have crept in, rejuvenat the

dormant industrial sector, maintain a sustained growth in productivity and
gainful employment and attain intcrmational competitiveness. All seclor are
expected (0 grow and operate in barmony with each other to realise the broad
national objectives of industrial development.
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Indi=Z— M“Ngw industrial Policy sims at bringing out radical changes in the

pheres: (8) Industrial Licensing (b) Foreign investment (c) Forolgn
followinB 50 ements (d) Public Soctor Management: and (¢
‘ ﬁ,:f;cm B ALt (¢) Monopolies
trial Licensing. The new policy had abolished industria) licenaing
I;jl projects except for u short list of industrics reluted to core sectot.
for 47 1o the new palicy: (f) No licences are required to set up new units,
,qacﬂ‘d‘:fajmif,- the existing line of manufiscture except in certain Industries
. dp‘?dd o security and strategic considerations, social reasons, hazardous
relat oals nd over-riding reasons from environmental angle and items of elite
mﬂPﬁ“" (in all 34 mdusu:u:ﬁL (if) Areas where security and steategic
cons ominate will continue to be in the public sector, (#i) In projects
Mim?"“‘d“p&@ goods are not required, automatic clearance will be given.
A flexible Joeation p?lic}r i:nll be followed. (v) The system of phased
(iv) £ aeruring programme is abolished. (vi) No licensing will be required for the
wﬂmmdiﬂs facility. (vii) Mandstory convertibility clause will no longer be
je to long term loans from the financial ingtitutions for new projects.

jcab
;g.; roreign Investment. Regarding foreign investment, the following changes
o been effected: (i) Approval will be given for direct forcign investment upto
hav®  ent of foreign equity in high priority industries. (ii) The payment of
5-] S:G;d-" will continue to be monitored by the Reserve Bank of India to ensure
tdl::, outflows and inflows are matched over a period of time. (fi) Foreign equity
holdings need not necessarily be tied by foreign technology agreements,
fiv) Majority foroign equity holding upto §1 per cent will be allowed for trading
companics primarily engaged in export activities. (1) A specially Empowered
will be constituted to negotiate with the international firms and approve

{oreign investment in select ureas.
' (¢) Foreign Technology Agreements: In the ficld of forcign technology agree-

ments the following changes have been effected: (i) Automatic permission will
be given for foreign technology agreements in high priority mdumnm upto 8
jump sum payment of Rs.one crore, 5 percent of royalty for domestic sales and 8
per cent of sales over @ ten year period from date of payment or 7 years from
commencement of commercial production. (i) For other industries, other than
those specified above, sutomatic permission will be given subject to the same
guidelines as above, if no foreign exchange is required for amy payments. (7/i) No

fewian is necessary for hiring of foreign technicians of foreign testing of
mdigenously development technologies.

() Public Sector Management: One of the stnking features of the new
industrial policy is the substantive reduction in the role of the public sector in the -
future industrial development of (he country, It may be recalled that the
Industrial Policy Resolution of 1956 had accorded primacy to the public sector
by reserving exclusively ns many as 17 major industries, known as Schedule A
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ﬁFmeIZHMi ustries, Wﬂﬂ?ﬁﬂl‘ﬂjdutuﬂwmidenﬁr
glﬁﬁy of the public sector, It was also provided in the policy resol u:f;:, for
1956, that the State will huve an over-riding power to start any jng ml-.ur
then these 20 industries specified under Schedule A and Schedyle "

Undet the New Industrial Policy, the position and Priority of pyp)j. g
industries have been distinctly changed. The priority areas of the pubii o
industries have been confined to the following: (i) Essential infrautrycqy e toe
and services; (i) exploration and exploitation of oil and miners mmug:fl
(iif) technology development and building up of manufacturing capagiyie, -
crucial areas: and (iv) manufacturing of products, based oy strate o
considerations, such as defence equipment elc. HeRig

Cansequently, only eight industries are now exclusively reserved ip the
industrial sector and having regard to their weightages, it would be ﬂidmtﬁ
the role of public sector has been reduced by almost 50 per cent of whay j iSed
to be earlier. As a corollary, as much as three-fourths of the industria] g0
are now being made available for the private sector.

According to the NIP, sick public sector units will be referred o Board o
Industrial and Financial Reconstruction. A part of Government’s share holdip,
of public sector units will be offered to the public financial institutions, geners
public und workers. Further, public Sector units will be made professiong) and
grven greater mulonomy.

(e) Monopuolies and Restrictive Trade practices Act: With the introduction
of liberalisation and expansion schemes under NIP, the government has suitably
amended the MRTP Act. The government, on 27th September 1991 promulpaged
an Ordinance to amend the MRTP Act of 1969, According tuth:cnmmdmm,h
following changes have been effected: (i) The requirement for large companies 1,
seck prior approval of the Union Government for expansion, establishment of
new underiakings, merger, amalgamations, takeover and appointment of
Dircctors has been eliminated. (ii) At the same time, the provisions of the Ac
have been strengthened 50 as to give more powers o MRTP Commission with 5
view 1o taking effective steps to curb and regulate monopolistic, restrictive ang
unfair trade practices which are prejudicial to public interest and also 1o provids
for deterrent punishment for contravention of the orders passed by the commix
sion and the government. (ii1) The amended Act has been made applicable to a1}
undenakings and financial institutions except trade unions and associations of
workmen. It mears that now public sector units would also be covered under the
Act, 50 far as the provisions of the restrictive wade practices are concemed.
Accordingly, consumers now would be able to complain to the MRTP
commission, or the commission might take suomotu notice of unfair and
regtrictive practices by Electricity and Water supply Authorities, Railways,
Airlines, Banks including the financial institutions such as the IDBI and IFCL
chit funds and Real Estate business. (iv) However, Government undertakings

tivitie
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Justrinl policy -
V—’— production of Defence equipment, specified minerals, atomic

in the
Tgueed ' o Government mints will continue to be kept out of the purview of the
nt of view, (v) In order 1o cope with the new und enlnrged

e cecurity poi
At ll';::“ MRTP Commission would be strengthened, both in terms of manpower
visions,

i NEW POLICY FOR SMALL SCALE INDUSTRY

uﬁmai policy for small scale Industria! Units and tiny sector Wik
nced by the GQovernment on Angust 6, 1991. A separate stement on
widens the definition of such industries with a8 view 10

pnn® i

Bl lscale industrics ¢ SRy

Cl pling them 10 avail of special facilities and concessions available 10
e ¢ units: Investment ceilings have heen raised in respect of hoth

J-sca BRAEL 0 : ect of
~cillary and export-oriented industries. No change is contemplated in the indus-
" peserved for spall scile sector, The Nationial Small Scale Corporation is (0 be
"‘:""f‘ aned the tusk of marketing smisll units' products for mass consumption un-

;:fwnwiﬂ" brand names. Specified groups are 10 be provided cheap credit.
I he mogt important feature of the policy is the four-point scheme to provide
small scale Industries sector. While promising (o st up

port to the

gnancial SUP : i
1o monitor and etsure that the credit demand of small gcale umits is

ey .
E:lh' met, it has been decided to allow equity participation by other industrial
he SSL not exceeding 24 per cent of the total sharcholding. The

| srtakings in
M{.}J Al re the (rst time promises o meet 100 per cent eredit demand of the

li

P alland tiny industries.
The Wghtights of the mew small scale Industrial Policy are as follows:
(i) Logistation to ensure payment of 881 bills, (if) Act to limit the new and
non-ctive partner’s liability to the capital invested. (iii) A cell to be created 1o
meet fully the credit demands of SSis. (iv) Permission to other uniis to invest
gt 24 per cent n the SSL. (v) Liunch of fuctoring services by S.LD.B.L (vi) Tiny
coctar investment limit raised to Rs. § lakhs. (vii) Relaxation to the tiny sector
from cenain unspecified labour laws. {viii) Services sector to be recognized a8
tiny sector, (1) Priority to $SIs and tiny units in allocation of indigenous raw
materials (x) PSUs and NSIC 1o help market products through consortia approach,
d internationally. (xi) Package for handloom and handicrafi

both domestically an
cector, (xii) Janutn cloth scheme o be replaced by a new scheme which will
provide funds for [oom modernization, (xiii) Compulsory quality control for

proditcts that pose risks (0 health and life. (xiv) Investment limit of ancillury units
and export-oriented units raised to Rs, 75 Jakhs.
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CRITICISM OF NEW INDUSTRIAL POLICY nﬁ"'ﬂ

The Industrial Policy announced by the Governmeat of Ingjy ;
subsequent steps taken to liberalise the economy in the ficld 01'1:!:::::“ the
and monetary managemen| etc.,, have hmwlcumndhy M-“&Eym?m
to lead 1o mapid industrial growth snd economic d:-.rulopmf_ Dﬂli‘?‘ﬂmi Wkety
most of the industries, opening the doors to foreign capital, inflgy, of £ 8 of
techriology and liberalised trade policies, drastic devaluation of e = O"®ign
have been strongly criticised by economists and politiciang Hﬂcﬂ]“ ideoy > Sie,, |
The New Industrial Policy has been severely oriticised by Ut Ogieg,
anti-labour. Let us discuss some of the salient points of criticism. Mem

L. Tetal departure from Nehruvian concept of socialism: The New Jng
and Economic poligies of the Government clearly exhibita total de st
the avowed socialism of Nehru era. In its New Industrial Palicy, India
from the Directive Principles laid down in its Constitution, the 1944, ol
statement and also its proclamation of socialism as the basis of ts poliry <
economy. The 1949 policy ststement of Juwatharlal Nehry had Riven Mﬁrﬂnctm
Indianisation of ownership of Industry. Foreign ownership was 1o he Pwmln;
for a short term in a few areas. Instead, the Governmient of

e ; |Ildin'I |ﬂ1¢3[ mucy
pledges to build a modern, socialist forward-looking nation through, yh.
adoption of different strategies. The Govemnment has abandoned the Conrey

previously professed emphasis on balanced regianal growth and erudication of
unemployment and under-employment. The aim of the present policy i 1o secyp
only deliverance of industrial economy from bureaucratic contral It has e,
goodbye to development planning which has been the sheet-anchor of Indiy'g
policy since the Second Plan, India embarked on the course of planneg
developmem is 1951 with the objective of achieving a self-relian socialistiy
pattern of socicty through economic growth with equity and social justice, The
national planning Commission was assigned the role of fixing targets gng
allocating resources for sectornl development and social welfare imes,
Within the framework of & mixed economy, the role of public sector was steadily
enlarged so that it could ocoupy the ‘commanding heights' in the economy, help
fulfillment of development objectives in accordance with plan priorities, prevent
concentration of wealth and economic power in private hands, and Creute
surpluses for investment,

The counter-argument for the critics of New Industriol and Economic policy
are as follows: (i) 40 years of development on the Nehruvian model has not
delivered goods. There was near stagnation of gross domestic product (QDP)
which had increased only at the rate of 0.7 per cent annum. Though the growih
rate had increased in eighties in spite of increase in population, the performance
was far below that of new industrialised economies of Asia such as south Korea,
Taiwan, Hong Kong and Singapore in which the growth rate had ::_xcmdul 7 per
cent for many years. India could not come upto the level of China, Malaysia.
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I — i ndonesia in growth rate. In terms of per capita income, India ronks

' the group of developing countries, (i) The performance of Public Sector
dismal except a few public sector units had earned an overall

Iu“!' in
li|rﬂ'~h"ﬁh"lr'l':.eﬂﬂwm-"Ir tho eral of .
of just 3 per cent, though several of them were virtual monopolies, The
but not even a fraction of

m"ﬂ] rale of retarm on mim‘l was not only very low,
the on investment in private corporute sector, The financial performance
of 900 public sector units ut the state level had been still worse, Low efficiency
yery low profitability mu!‘sad due to multiple causes like conflicting
obi activess inadequate managerial autonomy, political and burcaucratic
et overmanning, sdministered price regimes, lack of commercial culture,
:“Mmgiﬂl- divorced from the Unit's finuncial performance and soft budjet
: 1¢ Inshort, these ‘commanding heights” of the economy had become
‘white Elephants’ of the economy, (§ii) Though economic growth and anti-
poverty mes had reduced the incidence of poverty, about 250 million
people ar¢ still below the poverty line. (iv) The trade deficits were enlarging, the
patance of payment position had become very alarming and external deb hod
risen 10 astounding proportions warranting immediate remedy. (v) Our prive &
sector is nOW capable of handling large project and miobilizing the requisi €
due to phenomenal growth of capital market and rapid
diversifi : i) As the then Union Finance Miniser,
Dr. Man Mohan Singh had rightly said there should be no ideological hang-ups;
dogmas would not be permiitted in the way of growth of economy.
2. Tilting fowards capitalism and open invitation ta Multinationals, The
aew policy allows 1 per ¢ent equity participation o foreign investor in “high
+v industries”, This amounts to total reversal of Nehru's opposition 7o

ori
:ﬁnﬁicd foreign ownership of industries, a legacy of the colonial patl
Government has permitied forcign trading companies with & view o findir 2
markets aided by thetr expertise of trading in the world market. This amounts 4o
invitation to multinational. The Govenment's decision 10 switchover-o
globalisation of foreign tradc, liberalisation of industrial policy, reorientation nf
panking practices and acoeptance of huge loans, structural adjustments & d
renewal funds from International Monetary Fund, Aid India Consortium ard
other measures have boen viewed with alarm by leftists and they cnticise the
governments policy as tilting towards capitalism.

The counter-argument runs as follows: There is no other alternative of
finding world markets. This is they only way of bringing “‘substantial investment
and uccess to high level technology, often closely held, and to world markets ™
Further. there is no ideological approach to salvage the economy. Even in ((s
bicth-place, the Marsian-Communism had gone into the grave and the people of
Russia had taken to political democracy and economic salvation through the

adoption of the market economy.

a8 24
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3. Opening Indiak mar.h_.*lx to multinationals dpes L. Buarantes
EXDOr] ﬂffwm gﬂ-adﬂ'.' CHHW have stated thut aﬂﬂﬂinz [ndig_‘s Minrkets
multinaticaals does not gunnintee. shsorption of India's expary of =
forcign markets, Because of the operation of a cost push econumy u-m -
| M_ﬂsmm;ﬂ,mlnﬁmmmﬁy nulhenhl:tuﬁmnmﬂ l.bm.:i
Nevertheless, India x mew indusirial policy from nOW onwards will by =
“market friendliness " abroad, privatisation at home and ‘open doop* 4, e
eign capital and trade. These measures have been welcomed b}thelni,ﬁ:;
countries and the IMF, World Bank. the Consortium &nd other agenc;
dominated by the “Big Seven" who stand 1o gain by trading with India. g
ntroducing changes in the export and fmport licensing, Indis hopes 1, "
the gap in the balunce of payments. India may get fa'-*mb!:hunanfmf;fk’
exports at the next round of GATT talks, s
¥. Labour Unions oppose the New Indusirial Policy: (i) The policy of
liberalisation, privatisation, closing down of sick units and OPening the eqng
to foreign investment and technology have provoked protests from the lib:.:
unions all over the country. The lsbour unions have COmE 10 regard the NIP o
anti-labour and are bound 10 generate a orisis in industrial relations, Actordi
1o them, the abolition of licensing will only accentunte Industrislization In :E
metropolitan areas and the backward areas will be neglected. This wi| increagy
unemployment und generate tensions in the social and political fields, Tp;.
eriticism is valid to some extent. But the problem is not Insurmountakje. Even
under a system of industrial delicensing, it is possible 1o induce industriy
investment in backward oreas by providing infrastructural facilities and the s
of tax-subsidy mechanism. They are sure of attract investment in backward
regions.

(1) Secoadly, the lubour unions fear that with freedom to expand capaciy
under the NIF, the hig industries will drive the small ones out of the market, Thie
apprehension is unfounded. Technological upgradation of industry is nocessary
in order 1o sharpen the competitive edge of Indiun industry in the world markets
Capacity expansion is also necessary to reap the economies of scale and
reduction of cost, The small scale industries can serve as the suppliers of ancil-
laries to big industries and help in their capacity EXpansion programmes. The big
and small industries sectors can expand together to mutual sdvantage with o
adverse consequences on employment or the expansion of small scale sector.

(éif) Thirdly, Labour unions apprehend unemployment resulting from the use
ol advanced rechnology i industrial production. This fear is partly true. But this
may be only transitory, Economists hold the view that technology advancerment

will not generate unemplovment, for it causes a finll in the unit cost of production
and prices. This will increase the demand for goods and thus the demand for
labour, In the long run, the technology will ensure greater cmployment and also
improved price and guality competitiveness in the world markets.
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T iv) Lubour unions Oppose :
gector units mduhnnluﬂngﬁmm‘ﬂ le
done to check the drain op Precarion

_ w-h&ﬁi public
government 5 the effieq . CIVE budgetury 4y i
mﬂ’.ﬁunﬂ}' mqmcu_ qu of "'l"ldl'mmg the FPa from the

on the part of labourers, Privatising &wsc units wilgﬁmmmﬂmwumﬁ im'mi‘fﬁm

e g, L. e WA s e ot

fotedinnamt ot - government. A rational and

i‘m oy in:mtivi:tiu? ﬁﬂ;iﬂ proper rehabilitation of retrenched labour,
: i . # '

isy's | | n:pluﬁum. vity of labour and disincentives for failure

The critics of the new policy. point out that the incressing role of MNCs
W“_ld harm Indian intetest, in the long run, as there would tfe more drain of
foreign exchange resources than their inflow. Too much dependence on foreign
technology would also be undesirable, It will affect the goal of self-reliance
adversely and ‘Swadeshi spirit* wil] be relegated in the backiground.

The Tenth Plan envisaged depending and widening of economic and
industrial reforms to create a positive investment climate conducive w s
dominant private sector role, including sefting up state-of-the-art intrastructure,
capacity building in industry in order to make it internationally competitive, a
level playing field with effective and transparent rules of fair play, augmentation
of financial resources and efficiency-enhencing policy instruments are the
important ingredients of such a strategy. |

INDUSTRIAL POLICY IN XII PLAN

Different policy approaches were adopted by different countries 1o achieve
growth in the compelitivencss and scale of their manufacturing sectors. A
common element noticed in these approaches has been a close coordination
between producers and government policymakers. Governments: played an
active role in providing incentives for domestic industrial growth and in relieving
constraints on industrial competitiveness. This process of this coordination
has been schieved differed according to the political structure of each country’s
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and also within industrial enterprrses. |
processes & reason for the SUCCoss of industrinl policy in most of the ﬂtfmltriu
“.’: nmﬂbm-g is the coordination amony the government ugencies i od
mentioned B he producers. [n other words, the produvers g
framing of industrial policy,

collaboration with 1 i
M brought in As parners in the _
Coenee o o ofher countries is worth while rotig so as to

process, Firstly the changes brought
:’:::E:i:.:v?m?uﬂ':uugh lraluall‘iﬂl Pﬂ“:r mﬂd l-l:} ﬁ:;']“iﬂtr the im“'ul of
the producitig and manufocturing sectors coosystein tn the m‘”}"’“‘ Secondly
e policy makers must muke the producers collaborte $o 45 [0 feim togethor
the nmpact of the proposed policy. Thirdly ensuring the quality oF his leaming
orocess and the collaboration with the industrics so that the specd of leaming
s siccelerated and boost the compatitiveness of the ecosystem. In otheowords,
e ey | need to function as fucilitator und evordinator rather than the
controller of the ecosystem.

Ihe manufEcturing ecosysiem chould have thie following three featunes 5o
(huat i1 can learn faster and grow. Firstly, even though the manufacturing sector
is large, in India, it s composed of low value addition assemnbly Industries,
which is a stuinble block for improving technological aupubilities, Apart from
having R & D capabilities, the ability fo convert the ideas i 1o prodisgis alone
can ensure growth. Secondly there are four capabilities which need 10 grow
together o make the industry productive nnd competitive. They nre; human
skills, embodied techaology in hardware, knowledge and the customer. Thindly,
the ecosystein should consist of & range of differeal sized mdustrinl vmita,
Specifically small and medium sized units need 1o be preferred as they fiinction
s the conduit foremploying low skilled labourers wnd tnaning thew at a relatively
lesiet cost. They alwy afford opportunities for experimentation by large units,
Thie best example bere i Germany, where tiese smud] and medium industrial
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ustrial Polic
s constitute the backbane of the ecasyatem. I India oo we could notice

uni :
small and medium automobile component " .
that emerging as good boostera of industrin) F:n::; iaecty

unit$
past from the above, the followi processes ansist in faster
';,3 by the ecosyilem "8 five - 5

1. ;ﬁ;::l:;.:“rnlng through wel| knit coordination among the
2 A good process of innovation.
1 A set of standards linked to international standards
4 Adedicated Industrial policy regime.
5 A process that facilitates systemwide learning.
order to accelerate the growth of manufacturi
I!' This .rhnuff:' contain ; (a) Stm?:;hy:icﬂ ?:mmﬁ:m%i:
tioning :dmimsﬂ‘ati}vc infrastructure coupled with development of
ilities like technolagies, skills and mansgement capabilities to support the
interactive process of learning. This needs to be regularly improved and
monitored $0°as to achieve sustainable competitive advantage,

However, in India, the growth of manufact uring sector has been a cause for
concern and 50 there is a need 1o identify the cross cutting issues to design and
implement strategies [0 overcome these issues, The issues fall under two
categories : 1ssucs relating to respective industry ministries and industrial
enterprises and broader issues that affect the economy as a whole, which re in
the regime of other ministries;

The first eategory includes:

Weak development of human resources, poor technology in the
manufacturing sector’s supply chain, issues relating to scquisition of land aad
water management and the regulatory framework for the business, The 12* plan
aims¢ to address these issues comprehensively.

The second category inclodes:

Transport infrastructure, power, cost and availability of credit and the
exchange rate. All these have a direct bearing on the competitiveness of the
manufacturing sector. Inspite of huge investment on transport infrastructurs
during X1 plan, yet there is a lot more scope for improvement in infrastructure 1o
be achieved as in other countries. Ports are already working to their full capacity
and add to the incfficiency in turn around times and little need to be stated
ahout the roads. This directly adds to the cost of transponiation. Power situation
is also not very much supportive. These two inadequacies choke the growth of
manufacturing sector. Added to these, high cost of capital affects investment
by manufacturing industries. A supportive fiscal and monetary policy is needed
to achieve the targeted rate of growth in manufacturing sector. Efforts are needed
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to include alternate sources of funding like private equity, Mm:n E%mm
Another vital factor is exchange rate. It hay significant im t*-amm‘ oo
international competitiveness of Indian industries, Monetsy PACL o g
authorities need to take cognizance of this und study the Wikys .i,:nd fiseq
design supportive policies for achieving higher growth in munufactyy Meqy
TECHNOLOGY AND DEPTH A Secin,
An important factor that directly determines the competitive uq

the Indian economy is technology and its depth. Only wher, thiz:is VANAge o
new industries will enter and the existing industries wij) be abje "d‘]wf
competitive advantage. o Mainng,
For this the following are the requirements:

If the domestic industries have 1o invest in technology creay,
and achieve higher value addition, there is a need to have : o, %"Pﬂm

(8) Availability of domestic demand for domestically manufaciyy, I
(b) Conducive environment to attract foreign enterprises 1o iz::’"wh
51

manufacturing and research activities in
(c) Reduce the risks of MSMEs investing in technology devel
upgradation with foreign enterprises and to facilitate thﬂﬂpmem “nd

reaping the benefits of eaming and improving the technalogy g "
(d) Introduction of national policy framework which would ;F ‘
innavation, In this context, it should be noted thayt MSMEs canunfﬁ“
vital rola in innovation, as they are flexible and they can experimes .
new technologies in 2 small scale to identify the sustainability urthcw“h
technologies, But they have obstacles like lack of funds, diﬂ'multm}?
absorbing the risk of introducing new technology, difficulty in uttnim
and retaining skilled manpower. Government policies should be Hﬂkcﬂng
these aspects so that technologically the country can achieve g ‘f\
desired, The govemnment support could be in the form of - enabling Mﬂhml&
Lo access risk capital, determining standards for the industry, taking )
to strengthen the interface among industry, research institutjons and
academic institution in different clusters, Further the government need tn
also support MSMEs by extending preferential treatment in gOVernmens
purchases of products and services. Already by late 1950"s the
government introduced a policy called Stores purchase policy, with which
all the government departments need to source their purchase of items
manufactured by Small scale units. Whether this policy is continued or
not, & similar such policy with a focus on MSME products need 1o be

developed and implemented.

(e) Government could also extend fiscal incentives by suitably addressing
the tax credit instead of tax incentives, Credit on inputs/capital goods
used for R&D out- side the factory premises, several institutes which are

"i



gy
|

|

1

i

——

|
|

|
|

3o F.
b
33.30

nj}ugll,_‘:nb!__—— [like Small Industry Businexs Resenrch Initintives (SIBRI),
nuhﬂ“' ogY thlgpmgnl Board (TBD), Biotechnology Industry
partd crship Programme (BIPP) and Biotechnology Industry Research
R sistance programinie (BIRAP)] should work with the financial sector to
relating to the industry so s to enable free flow of funds to

input
%u facturing sector.
with the status prevaifing in the world, India should strengthen

"fﬂfﬂflﬂ““’ property (IF) regime and leverage the same. Feor this, the
o I teps are necded ;
strengthen the IP along with rigorous protective mechunisms.

ly develop and update the database to have a powerful [P

stem.
. ;’;mt  cocess examination and granting patent should be modernized.

@ For jeveraging be benefits of IP, provide for strong education and training

support
(e) DeveleP*,
() Facllitte 107

an 1P strategy which is tune with the requircments.
{ IP filings by industry/academic/rescarch institutions.

® Offer tax incentives to encourage the IP specializing companies.

e Government need to continuously monitor the technical standards reluting
& + industry and the compliance at the global level and create &
dutabase for use by Indian industries. Simultanecously world cluss
assessment agenaics need to be created to ensure compliance of the
gﬁﬂdﬁfdﬁ dE\ﬂElﬂpﬂd.

1o these requirements, the Government has not only created a
w.afdjnat:d syessmont agency but also ensure that they function well at
global standards. Qualify Control Institute was also estublished in this context,

from these, any incentive for importing finished goods must be removed
md' jnverted duty structure /¢, imposition of higher duty on intermediate
sets than the final product, need to be withdrawn. The government has

mr done these.
For encouraging FDI and Joint Ventures, access 1o technology in which the
Jomestic expertise is not well developed need to be provided. Problems relating
10 FDI need 10 he continuously monitored and suitable actions taken to eliminate
hem to facilitate inflow of EDI. Specifically a number of tax and duty reiated
issues need immediate attention.
Encouraging FDI and Joint Ventures
FDI (Investments by foreign companies in Indian ventures) and Joint
Ventures of Indinn  companies with foreign partners can provide access 10
rchnology in areas in which domestic expertise is inadequate. The Government
aust identify the areas, in consultation with the industry, in which FDI and Joint

——
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Chapter 7

®

otk V

Role of State and Role of Planning

Commission in Development

In the 20th Century, after the First World War and more 5o after the Great
Depression of thirtics, the concept of State has totally changed from that of
previcus ténturies. In olden days, the Laisser-faire doctrine was very much
prevalent and the olden States were mare of less “Police Statep® confining their
activities 10 the burest minimum of protecting the country from external
aggression und internal rebellion; besides maintaining law and order and
rendering of justice. The economic activities of the nation were left (o privale
enterprises and organlzation, with little interference from the governmen and the
xes were levied for just running the State and ta look after the three functions
of the government, viz, legislative function, exective fumction and judicial
function. Adam Smith in his *wealth of Nations' published in 1776 had indicated
three ‘dutics of the sovereign®, viz, (i) *Defending the Society from the violence
urid injustice of other independent Societies”, (ji) “Securing internal justice
between citizens”, (iii) “Erocting and maintaining those public institutions.... and
works, which though they muay be in the highest degree advantageous to o greal
spciety, could never repay the expenses to any individual.

In-modern duys, the concept of *State' has towlly changed and the role of
government his become more and more expansive, expensive and also elastic
meet the challenges of *times” and also to cuter the needs and aspirations of the
people. Modern Siates have to take the role of *Welfare States” 1w protect the
people not only palitically, but also socially and economically,so that they might
he retrieved from the age-old clutches of poverty, ignomance, discase and
unemployment.

The old monarchical imnd colonial system of government were unsuitable to
the increasing task to the state fo ensure the welfare of the people, though those
systems were best suited for maintaining law and onder and peace in the land,

The democratic system of govemment with clected heads of the states is
considered suitable and best, inspite of its drawbacks and shortcomings.
Almost &l countries of the world have switched over to democratic form of
governmenl either by evolution or by revolition or by military coup. With the
sdvent of independence 1o many countries, with democeatic political set up, the
role of the states has bevome paramount 1o effect speedy sociotconomic reforms
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::dlnyuh the countries _mﬂuw developmen and progress I‘mmn“md

'“i::ﬂu hﬂm u.bj.ucﬁw:_uflhc mn-dﬂ'ﬂ welfire statey and yf,,
% realisation of these objectives.
the activities Lo ensure |
of Modern Stales to ensure Wm = 'P“mw sk of
wilonal frame- : of m
/ “"";',:',éﬁﬂw ininstitutional frame-work, in order to oy
way for effective cconamic development. }Tw uf:lidmsnruunm_ with tirme-
belicfs and cultures and wttitudes of the people would pose a positive regjy,, -
to economic development. Moreover, these old m.‘" Iftm,m,ﬂnn? with religiog,
denominations would stand in the way of encouraging individualisije enteme
and the spirit of competition, If ccanomic development has to take place -muf
and cffectively, the socinl attitudes and values of 0ld institutions entreney,, g i}
caste, kinship, joint fumily and outmoded atitades, fundamentalism etc., .
undergo & thorough change by means of ‘Social Revolution’ This does d
mean overthrowing the exisfing order by means of violence, This wil] be co g
productive due to discontenment and frustration which will lead 1o fiary),
violence nnd unrest. The process of social change has 16 be evolutionary, wu:
and smooth, though it may take decades or centuries,

2. Organizational Changes: Institutional changes have (o be SCComparieg

by organizational changes to ensure quick economic development without Much
bottlenecks. These include expansion of commodity markets within the country
as well as outside the country, organization of labour murket; expansion of
transport and communication and financial institutions 1o help the growt, of
agriculture and industries undertaken by the State and investment houses for
capital formation, Organization of labour markets will increase the productivity of
labour and the government may undertake social security measures for labous by
fixing reasonable wage-rates, hours of work and serlement of dispures by
recognizing the trade unions Further, this will help in labour mobility from rural iy
urban and the excessive labour-force in rural areas could be siphoned off 1
industrial arcas for better productivity, reducing disguised employment in pury]
arcas, This has 1o be followed by house-construction works, sunitation,
pure-drinking water supply. Electricity, and transport fucilities etc., 10 avoid shums
in urban areas. These should be augmented by hospital and schools.

J. Secial and Econemic everheads: Provision of social and economic
overheads is of vital importance in underdeveloped countries moving towards
the path of growth. The basic services like railways, roadways, transpart and
communication, gus, electricity, irrigation, etc., have 1o be provided and these
activities fall under the role of state-undertakings.

fa) Education: According to Myrdal “To start a national development

programme while leaving the population largely illiterate seems (o me 10 be
futile.” Education is essential not only in making the people literate, but to

- |
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ke capital formution offeotive through husman and physical investments.
1t is only through education and training, the quality and productivity of

lahour could be increased. ,
(b) Public Healthanid family Planning: Provision of many facilities for public
henlth and medicul care would go o long way In increaning the |
prodductivity of the people wnd nlyo onsuring better quality of life of people.
iderbly reduced, Further, family plunning

The mortality mtes will be cons |
programme should be an integral part of public health and development
programmes. The role of the Stute in educating the women of the back ward

countrics, particuliely in the ficld of fumily-planning und wise parenthood

is ifvdeed tough and nlso exacting.

4. Agricultural Development Policy: Agriculture is the most predominant

ention 10 underdeveloped countries, and as such, the role of the State in
jormulsting & development policy in ngriculture and translating the policy into
pryctice are of vital importance. The policy should witn at: () reducing excessive
population depending on land; (b) avoiding sub-division and fragmentation of
cultivable land 1o ensure economic holding: (¢) increasing the productivity on
land and incomes of firmess and make quhsishm:!‘um‘mshu-mmnmialimd
farming; (d) protection to wnants and ownership rights by suitsble changing
land tenurinl systems; (¢) reducing indebledness of farmers; and (f) effective
price policy to avold fluctuations in agricultural prices and to ensure stahility

and growth,
5. Industrial Development: Backward economies may have abundant

natur) resources. But due o Juck of technology and capital, the resources would
he dormant. The industrial pulicy of the state should be such as 1o encournge
developmient bath in ptivate sector and public sector. Where private enlerprises
feel shy, it is the duty of the stute to start those industrial activities and help the
growth of private investments. The industrial policy should hive & judicious
combinution of stimulating elements for the development of furge-scale, ns well
as, small-scale industries ad also cottage industries.

6 Increasing Foreign trade: Oenemlly, underdeveloped countries would be
fareipn-trade ortented; but the value of commedities tmded would be very small
as they would be exporting mostly ruw muterials ugricultural products and
primary goods. In exchange, they would be importing capital goods, michinery
und technology with high value. Leading to balance of payment problems. So,
the govemments of underdeveloped and developing countries should adom
many export-promotion technigues with mmport-substitutions policies. Credit
facilities and infrastructural facilities together with tax concessions should he
contemplated 1o the industrial policy of the government to encoutage industrial
production for purposes of export and caming foreign exchange.

7. Reduction of inegqualities: 1t s recognized in modern days that
inequalities in meome and wealth are sgamst the principle of “welfare’ of the
pesiple. Mere increase in production and aational income would sccentunte the




growing inequalities and conceatration of economic pnwm
prosperity of the mﬁmﬂwdlﬁiﬁuflmdﬂnguvnmmmuﬂlmn::w
reduce the inequalities of income and wealth. These hisve 16 be effecied p, t
legisntive measures introducing many welfare and economic activitjes lﬂmh??
the poorer sections of the society. Fiscal measures should aim at redistrib - !
wealth in the cornmunity by taxing the rich mor and subsidising the 4 of
required by the poorer sections of the society. It is only through » Pty
policy of taxation, budgetary public expenditure and borrowing .\
governments could reduce inequalities. B the
All the abave stated principles and policies could be implemenyeg

undertaking certain practical measures. Let us discuss the actual role ’
functions of the state in the practical field to ensure economic ds:vclupmmlw
Role or Functions of s Modern Welfare State

(1) Protective functions: Economic development can be achieved only if
is peace and tranquillity in the state. So, the primary function of
government is Lo protect the people, offer security 1o lives and pr Ay
and maintain law and order, Besides protecting the people from exierm.
aggression and internal disorder, modem governments of the present dllw
have to face some more peculiar problems of militancy of terroris g &
and anti-national und anti-social elements causing grave concers 1 the

peace of the countries. Terrorism has become a global phenomenon. Modem,
governments haye to spend a lot for containing terrorism.
(ii) Adminisirative functions: For undertaking the functions stated abaye.
e.g. pratection of people, the government should have an effegy,,
administrative machinery for defence, police foree, coastal guards ang
territorial armies, Further, the governments hive 10 muintain & host of
departments for its civilian work connecled with legislative, executive g
judicial functions, besides developmental activities.
(iii) Social security measures: Modem governments undertake sogjy)
‘security measures in & massive way by offering reliel 1o the poor, sick and
unemployed. Many govemmenis have introduced old-age pensions, fumjly
pensions, widow-pensions, military-pensions, sick insurance,
unemployment insurance, etc., very comprehensive and ambitious schemes
of socinl secunity measures and considerad essential in o modemn democtic
civilized sociéty which aim at banishing want and fear from among the
masses. These activities aim al increasing the productivity of the nation in
the long-run, though there may not be any immediate benefit 1o the économy
except the recipients of the benefits.

(iv) Economic Functions: All sctivities of the governmen relating to
agricultural development, industrial expension, encoutagement of tode
ind commeroe and other business activities and also regulation and control
of business, etc., come under economic functions af the government. These
activities aim al: (a) Optimum utilization of nesources; (b) Economic
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stubilisation: (¢) Accelernting economic growth; and (d) Removal of
ecommuic inequalities,

Thus govemnments of modem doys perform 4 wide runge of functions in
order to accelentte economic development. For effecting these developments,
the govemment has o mairinin money supply in the economy and control the
money supply, In modemn days ‘money” has come 1o mean “credit” rather thu
metullic ar paper money. Control ofcredit is un essential function of the modemn
states, as any fuulty approach will lead 10 inflationary condition in the cconony.
Of course, the contro] of credit is done through the Central bunk of the country,

Economic Development will not be n spontaneous process in
underdeveloped countries and it has to be cffected only through governmenial®
intervention and activity. Hence, the mte of development depends on the policy
of the governments and eflective implementation of the same.

Effective economic development depends on ‘Planning" for development.
So, it has become imperative on the part of modemn governments to have &
“Planning body® for economic development. In India, we have the planning
commission which is entrusted with this task of cconomic development of the
country by formulating the policies of allocation of resources, finding priorities,
etc, We shall study about the role of ‘Planning Commission’ in detail.

THE ROLE OF PLANNING COMMUNICATION IN INDIA

The planning Commussion of India was set up in March 1950 by 3 resolution
of the government of Indie, under the Chairmanship of Pandit Jawsharlal Nehnu,
the first Prime Minuster of India, (0 prepare 2 plan for the “most effective and
balanced utilization of the vountry’s resources”. The Planning effective
Commission in India is only an advisory body entrusted with the preparation of
the Plan. Itis not responsible for the execution of development programmes. The
execution of planning programmes has been entrusted to the Central
govermment and govemments.

Functions of Planning Commission
1. The first function of the Planning Commission is to make an assessment of
the material, capital and human resources of the country and to find out
possibilities of increasing such resources to the requirements of the
country.

2 The Commission has to decide the type of plan and prepare the final plan
document for the most effective and balanced utilization of the country's
PeSOUrces.

3. The Commission has to recommend the allocation of resources betwean
sectors on the basis of priorities and also lay down the stages for effective
pragress and completion of programmes.

4. The Commission has o point out by identifving those elements and
faciors which would lend to retlard economic development and alsa
determine conditions to be established for the successful execution of the
plan, keeping in view the social and political conditions m the country,




S The Commission has 10 determine thc type bf mmm
achicving the successiul implementation of the plan by stages, '

& The Cammission has to dede the srategy of?hn-ndwﬁseﬁmm
to time the progress made in the execution of the plan,

7. While appraising froim time 10 tme 'r.I:h'.-F\)gr::aimadl‘q the comumission -
recommend the adjustment of policy &nd MEASUIes neCessary yy,
development, as may be referned 1o it for advice, by the Centra} of Stare
Governments. )

R The Commission has to examine specific problems relating to plantiing
and development, as may be refemed to it for advice, by the Central of Spa,,
Governments. ‘

9 lnlthhnﬁxmmLthE‘ﬂmnisﬁnnhusmM' th::m:?afgmwthaf-
(he economy with targets for achievements during the planning periog -

Thus, the Planning Commission is a Saff sgency preparing the Play
document confining its role as "advisory’ and ‘coordinating” the infarmatiog
rather than exective.

The Planning Commission is multi-member body including four full time
members and 5 few part time members who are impartant Cabinet Ministers, By
time members will be mostly eminent men. technical expents, cconomiss aid
sdministrators. They hold the rank of the Minister. Since economists wryd
administrators. They bold the rank of the Minister. Since its inception, the Prime
Minister of the country holds the post of the Chairman of the Planning
Commission. This has added considerable prestige to the Commission and hys
helped in coordinating the functions smoothly, The Administrative Reforms
commission made some recommendations in the constitution of the membens of
the Planning Commission and on that basis now, the Planning Commissin
consists of the Prime Minister the Chairman; a full time Deputy Chairman: gnd
four full nime members, and some Cabinet Ministers a8 part Gme members and
also a Secretary of the Commission, There 15 also an ndditional Secretary who is
mchange of administrstion and coondination within the Commission. In sddition
fo these, there are some senior officers in the ranks of Deputy Secretaries and
under-secretaries who watch the progress of the different programmes
The Planning Commission of Indin is a collective body with collective
responsibility. For convenience of administration, each member has been given
charge of a group of divisions or subjects. The Commission has many Divisiont

- viz, (i) General Divisions; {2) Subject Divisions: (3) Coordinanion Divisions;
| (4) Specinl Developmen Programme Division: and (5) Evaluation Divisions.
The Evaluatnon Divisions tre considerad to be very important, There are two
importunt Divisions in the evaluation of programmes and projects. The first one
is the project Appraisal division which is & very powerful Division which acts &
. aSecretariat of the Public Investraent Board, It als0 helps the various Ministers




T

Role of State and Role of Plunning Commission in Development 7.7
in examining the feasibility and potentinlities of different prajects. The Second
one {s Evalustion Division which evaluntes the various programmes in the Pl
Besides, there arc n number of other bodies connecied with planning
Commission in the formulation and implementation of the Plun. They wre os

follows:
1, Nationsl Planning Council

This was constituted in 1963 in the formulation of the Fourth Plan. This
Council consists of Scientists, Engineers, Economists and other expeits and it
has 12 study groups related to immigation and power, Manngement, Agriculture
and Land Reforms, Education; Scientific Research; Labour, Emplﬂrmcnf and
Qocinl Welfare; Industry and Minerals; Transport; Family Planning; Internutional
Trade: and Nafural Resources, These study Groups under N_P.C are expecied to
examine the varjous aspects in detail and submit their reponts 1o the planning
Commission for talking effective and suitable steps in finalising the document.

2. National Development Council .

In order (o ensire the cooperition of the States in the implementation of the
Plan, the National Development cotmcil has been set up in which all the Chief
Ministers of the States would be members along with the Prime Minister who is
Chuirman. Some Ministers of the Central Government will also participate in the
deliberations of this council. The main functions of this Council arc (i) 10 review
the working of the plan from time to time; (ii) to consider and discuss important
problems relating to national developmen; (iii) 1o recommend measures for the
achievements of 1argets in the plans; (iv) to improve the efficiency of
administrative services; (v) 1o ensure cooperation of the people; and (vi) o build
up resources for national development.

The N.D.C. is only a consultative body and the Plan gets the final approval,
3. Research Programme Committee

This consists of leading economists and rescarch scientists who initiale re-
search projects through universities and Research institutions for the study of
problems relating to development. It gives finuncial assistance to these academic
hodies. Many universities and organizations and Research Institutes make use
of this faeilities to undenake imvestigation ol soctal, economic and political
uspects of development in the country or the region. The mstitutions which
carry on research on behalf of this commities are Indian Statistical Institute,
National Council of Applied Economic Research, Institute of Econormice Growth
and Social chinge, Institule of applicd man power rescarch and also Indin
Council of Social Science Research (ICSSR) ete.

Besides, the planning commission has many associnted bodies and working
Groups (0 help in the formulation of the plans, The Central Ministers; Economic
division of Reserve Bank of India, Central Statistical organization ete, help the
planning commissicn in collecting datn and computing statistical information

N
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Tickin v o vist country with teeming millions :ul' people withy yo.: i
socip-economio problems. The Planning Commission has been e &y

the giguntic sk of proparing the development plan for this wype, . "it
n[lhl:nfgh it 15 only an advisory body, “}iﬁ muchinery has been fairly "“:I:L:;“ '
i the tusk which has beéen entrusted with it, l

I, India has gone through ien Five-Year Plans and now the Elh'cnm Plin
on the anvil, In spite of many drawback and shortcomings i e Ecm"" ]
the course of 55 years of plunning has transformed the counry '!';'"?

stagnation to development. There have been all round Progress, thm*!'n
the progress made are not up to the expectation, considering the “'“’ﬁﬂu
of resources utilised in 55 years of planning. y

< The Commission had been successful in making n fair allocatigy
resources (o maintoin sectoral balunces, 1t is to the credis of pling;
Commission that a lurge share of iavestment hus gone jngq |
infrastructural development in the country. Agriculture hay beg,
revolutionised from “begging bowl in the country, Agriculture hag ey
revolutionised from *begging bowl” 1o *bread basket”.

3. The planning Commission has helped the backward states of the Counte,
in a bigger way, by creating the *Gadil formula’ and llocating lage
resources for the development of backward states.

4. The machinery set up for the evaluation of the pmjmtshnehccuduhm
splendid job in nssessing the projects and offering advice to the Planning
Commission,

5. The Commission has introduced the practice of publishing the reviews
relating to plans and their sehicvements. Though the mid-term spprate) of
five-year plans has been discontinued since 1960, the Commission [Areacrib
8 full pictune after the completion of the plan.

& The planning Commission has encouraged resenrch in social sciences and
4150 in the problems relating 1o development,

In spife of all these achievements, the planning commission of Indi is crificis

on the following grounds:

@) The Commission which ia advisory body wields unlimited powers. Many
describe the Planning Commission as o ' Parlicl cabinet’; *Super Cabinet
and also “the fifth wheel of the conch’, The orders of this nan-legal advisory
body}mvehmmmundﬂmytnfﬂmﬂhﬁuinmmdﬁmc{}mmmﬁi
Even the recommendations of the Finance Comumission, which is n statutory
body, are set aside by the advice of the planning commission,

(i) Many critics point out that planning machinery in India is politically
motivated and the Commission gets dissolved find reconstituted with (he
change of governments,

() Itis stated that the role of State Governments has been almost negligible in
the formulation of plans, as they do not kave any say in it, in spite of indin
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is in the federal set up, and this centralised power is against the principle
of federaliam.

The serious defect of the planning machinery is that it has enormous

power without responsibility. It is not responsible either for failure of plans

of for non-implementation; and hence many ministers consider the planning
commission asa necessary evil, which stands in the way of development,
The planning commission after releasing the plan document, goes to
slumber and only wakes up after five years to prepare another document,
This criticism is rather very uncharitable.

(vi) Another important criticism is that the planning commission is concemed

only with formulation of the plan and its implementation is the work of the
centre and state governments. The latter could not implement them properly
due to red-tapism, corruption and inefficiency. This type of dyarchy is the
main reason for the failure of targets in many plans, In India, it is stated,
that plons are very efficient in formulation, but dismal failures in implemen-
tation.

(vii) The planning machinery in India is neither a goal-setter not a

path-marker. It is only an adhoc body with no fixed criteria for its members
or for its working. It is just like an administrative machinery with all its
weaknesses, [ts lethargy, weaknesses and inefficiency are reflected in many
plan holidays which are ostensibly called ' Annual Plans’,

(viii) Of late, the administrative machinery for implementation of plans has

considerably deteriorated and many targets have become only paper targets
for the programmes,

() Finally, there is no organization or machinery in the centre of the states to
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systematically monitor the progress of the programmes and projects. This
hias resulted in the non-fulfillment of the plan ebjectives.
Review Questions
Section - A
What is 4 Laiasez-faire state?

What are the dutles of the stule {sovereign) sccording to Adam Smith:s wealth of
Nations'?
What do you mean by social security measures’
What is 'Evalustion Division® of plunning commission?
Section - B
Expluin the lerm "welfare stule’
What is ‘National Deyelopment Council'?
What are the objectives of modem Democrtic States?
Whiat do you mean by reduction of inequalities?
What ane fhe three types of resowrces in ruml India?
Section - C
Drisicuss in detail about the role and functions of Modemn welfare staten,

What is planning commission? What are the fimctions of plaaning commission in
India?

Make an appraisal of Indian Planning Commission
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Planning: Objectives & Strat%
DECENTRALISED PLANNING

m@dpmmglsmmﬁmmmtmﬂﬂmuut
sub-siate levels, (e, distric, block and village levels although the g,
attention is usually centred on district planning. Em‘h'-‘ﬁfﬂphmduum;:
emphasised the importance of decentralised planning and role of Pope
participation in the planning process, The Balwant Rai Mehta (:n,,-_,milh:
appointed in 1957, recommended the constitution of statutory electiy, log
bodies with necessary resources, power and llﬂhﬂﬁfj‘ﬂ:ﬂﬂ]ﬂlbdunmmdl
decentralised administrative system, working under their control, “fm“ﬂr.l:h_i,
was the beginning of the pachayati Raj System in India.

The planning Commission issued guidelines on District Planning in 1949 1,
1977, M. Dantwals working group drew up the guidelines lor Block-|o,y
planming. In 1978, Ashok Metha Commitice also submmitted its report on Parichyyy
Raj. In 1983, the economic advisory council to the Prime Minister presented
report on Decentrallsation of development planning und implementation i thy
state, [n 1984, the proup on district plunning submitted its report which forme
the basiy of the seventh plan proposals on decentralised planming was made ;
real beginning only from seventh plan onwards. Till sixth plan, India hod adoge
the system of centrulised planning with little variations,

Decentralised planning can also be defined as planning at the grassmot v
of pluming from below, while centralised planning is called negimented plaming
from above. There are several tiers of the planning protess such as centre, gt
district. Block and village, But out of them more emphasis has been given sofe
for the first four tiers of planning process, while the ultimute goal s the
development of village.

Importance of Decentralised planning
1. Tt makes the planning process realistic, practical und also fexible, a9
brings better coordination between local resources, locn) skills local lsbos
anil the needs of the locality,

2 It is better suited to countries like India, for development of agriculti
cottage industries and small rural industries and also agro-indusinies, P
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venting migration of rural labour and also for development of horticuliyre
ariimal hushandry, fisheries and forestry. '
3. Decentralised planning can help in the programmes to education, healih,
nutrition, drinking water etc., in 8 more effective manner and thus ruise the
level of socinl services more guickly and in & more sustainable manner.
4. There can be better linkage between the development of village and small
towns. The latter can be developed as growth-centres in some cases,

5. Decentralised planning will have more percolation or trickle-down effacts
in terms of employment — generation and poverty-alleviation in the rural
areds,

6. The wastage of resources can be minimised under decentralised planning,
due to people's participation and closer watch over the use of public
funds. People can use the "Right of information” form the local units to
improve the cfficiency and implementation of the projects.

7. Decentralised planning is linked with panchayati taj institutions at district,
Block and village levels. At district level, There are Zila parishads, and at
Block level there are panchayat samitis and at village level there are Gram
panchayats. These are clected bodies and people's representatives take
part in them. In terms of the 73rd amendment of the constitution, elections
to panchayati Raj Institutions have become mandatory, Many functions
of the state have been transferred 1o panchayats. In pursuance of the 74th
amendment of the constitution, Municipal bodies have got more powers
for wrban development, Under decentralised planning, plans are formulated
with the cooperution of the people’s representatives, state administrative
machinery at distriot and block levels and the financial institutions like
banks, Funds are devolved by the state to the panchayiti Raj institutions.

in India, decenralised planning has been adopted in the sates of Maharashire,

Gujarat, West Bengal, Kernla, Kamataks, Jammu & Kashmir etc., in 8 more
vigorous manner so far.

Decentralised planning was not adopted in o proper form in several big States,
as the politicians and bureaucrats did not want to share power mnd resources
with the local people and local bodies in the real sense.

CAUSES OF POOR PERFORMANCE OF DESCENTRALISED
PLANNING IN INDIA
1. The essentinl pre-requisite for successiul decentralised planning is the
implementation of various land reform measures in the Sttes, such as
consolidation of Holdings, imposition of land-ceiling on existing holdings
and redisnibution of surplys lands, upurt from implementing various tenancy
reforms. In the absence of full-fled ged land reforms mewsures, several lakhs
of villages in Indrm are still undler semi-feudal conditions with the connivance
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of politicians, nu the Jobby of powerlul landed-gentry un ,.:,Er‘.j\l"“*

not support the beneficiory-orienied development Progrmmes i, ﬁ:h d

areas, i
2. There are no effective organisations of marginal and

agricultural labouters, artisans, scheduled caytey, schedule 1

other poor peope, who should be represented in the logy) g, ™
3. Even after several decades of planning in the country, e 1,

sble to develop the necessary managerial structures for I‘E!uu::- 2 ey,

to the local bodies and modalitics of decentraliged pl

Anning in v Y
details to make them workable, BN My,

83

!
W |

hy

3. There is yet another problem in utilising the resources of e .,
Generally, in decentralised planning, only inferior YPE OF rekourye,
used for purposes of development and these result in poos develgm
hhﬂbwﬂpﬂintadmﬂﬁmtmmmrMammnrmumin X

wreas: (i) The rural resources which are the privare properiy of Yy -
elite or tural rich or local politician. Even if are not their pyiy
property, they will be under their effective control. (i) Secondly, mwﬁ
tike forest and minerals which are controlled by fhe urbun-located ﬁ;
with ndequate flances with them. (jii) Thindly, inferior TESOUFCES, Wil oy
potential retarns. Now, under these circumstances, decentralised placcjy,
has to deal only with the use of inferior resources, us the SUperin
productive tesources could not be touched foe various reasore Thig iy
the main reason why decentralised planning could not become an effeg)i,
and potent tool of raml development and change,

MEASURES TO BEADOPTED TO IMPROVE THE PERFORMANCE

OF DECENTRALISED PLANNING
Muny economisis are of the view that effective decenirallsed planting o
improve the villages of the country will be the only solution to tackle iy
problems of low growth, poverty, unemployment and inequality in India Tis

have a feeling that centralised planning for more thun five docades could m

tackle these problems effectively. Therefore planming should be given 1 o

thrust. = new trial and a new orientation in terms of grass rool or loca) 1=

planning. Of course, the measunes have been indicated in he Ninth plan and s

in Tenth plan. The following measures nre ossemind 1o improve the performans

of decentralised planning in future,
I. Tt should be adopted in the all the states simulisneously willow
exeeption, Of vourses, these muy be some mintr varinthons dependiog ®

el
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with regard 1o switch over from centralised planning to decentralised

2 Institutional reforms such as land reforms should be implementad 1o
provide necessary background for the :umessufdmﬂindpinujng,
Panchayiti Raj Institutions should be strengthened for the purpose,
bocause, they will make people’s participations a success, small farmers,
marginal farmers, people beiong‘mgtnthcdepﬁvﬁdmﬁmmmd
artisans should be represented in the Jocal bodies.

3. Besides devolution of funds to panchayat institutions by the State
government, Jocal private capital should ulso be mobilised.

4. The roles of all agencies and functionaries should be clearly defined and
demarcated. There should be effective cooperation between administrasive
machinery of the government and also people’s representatives NGO«
and the banks,

5. The decentralised planming unit should be at 1he local level assisted byan
able team of experts. A fresh approach is needed for managing the eco-
nomic resources of the country. We can save planning system in [ndia
anly through the experiment of decentralised planning. Planning should
he ‘indicative planning’ with emphasis on policies, ruther than on plan-
targets of financial targets only.

Review Questions
Section - A
. Define ‘Decentralised planning’.
Section - B ‘
. State the importance of ‘Decentralised planning’ in India
Section - C

I, Define and discuss * Decentralised planning” in India, What sugestions vou offer to
make decentralised planning in Indis more effective.

4. Discuss the causes for poor performance of decentmlised planning in lodia
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Underdevelopment and Growth:
Features, Causes and Concepts

Introduction

A detailed study of Indian Economics hasgreal importantance to the students
of ecomomic in India because of its objectives, viz., analysis of the facts and
causes of India's poverty and providing a workable solution to remove the poverty
and misery of the million, and laying down the right policies for a rapid and
planned economic development. The objectives would require a careful study of
the many aspects of the Indian ecanomny and the multifarious problems of
development with which we could be cancerned in this book.

The second half of 20th century was a period of mass awakening, politically
and economically, in all countries: There had been & growing interest in econormic
development on the part of welfiire states. Writers gn economic development of
nations generally classify the countnes of the world into two categaries: namely,
(i) developed countries, and (1) underdeveloped countries or backward economies.
For the latter, we use the term ‘developing economies’ to dispense with the
odium attached to the term *hackward® and underdeveloped’. Of lute, & new term
“Third world"is being used for under developed or developing countries. However,
we shall be using these terms, ‘underdevelopment’, less developed', *backward”,
‘developing’, ete., interchangeably in our discussion,

Criterin of underdevelopment

It is very difficult to give n precise definition of the term ‘under development’
as it connoles s vanety of features and cniterin.

The LI.N experts have defined an under developed country as one “in which
per capita resl income is low when compared with the per capitareal incomes of
the U.5.A., Canada, Australia and Western Europe”™, This definition, though
indicates one of the important features of under development, viz., poverty, is
not wholly correct and adequute. The low per capita income is only one aspect of
the complex problem of underdevelopment and the comparison with the per
capits income of other countries is only a relative measurement and this criterion
is bound o be arbitrary.
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" The Indian planning Commission defined underdevelopment as one “which
is characterized by the co-existence, in greater or lesy degree, of unutilized and
under-utilized man power, on the one hund, and of unexploited natural résources
on the other. “This definition (oo cannot be accopted as wholly correct, as the
emphasis is only on the existence of idle resources causing under development,
and this is not the only feature. The definition does not indicate the causes of the
ﬂimufﬁhm.ﬁnﬁm.umnin‘dmwm‘mw
remain idle and under utilised in times of depression. On that score, we do not
classify such countries as ‘underdeveloped’, The existence of idle resources in
Mmrhmnhlydwtummminmh:kwudammy.

() Inadequate capital resources or low capital formation: and
(ii) Lack of skill and technology

Eugene Staley defines undendevelopment as follows: “A country characterized
by mass poverty which is chronic and not the result of some temporary misfortune,
and by obsolete methods of production and social organization, ‘which meany
that the poverty is not entirely due to the poor natural resources and hence could
presumably be lessened by methods already proved in other countries.”

Explanation of the term ‘under development” should be viewed in its three
dimensional sspects, namely, () incidence of poverty, ignorance and discase; (ii)
maldistribution of national income: and (iii) political and administrative
incompetence combined with social disorganization

The so called criteria of under development enumerated below are cither
incorrect or pantly true. Let us discuss them:

1. Ratio of population to land in the country: This is supposed 10 be the
first criterion of underdevelopment, but really, we cannot correctly assess whether
ahigh or low ratio of population to land area is an indicator of underdevelopment.
There are many underdeveloped countries in Africa and Latin America, where the
ratio of population to land also exhibit signs of underdevelopment. So, this
entenion is vague, as countries with low ay well as high ratio of population to land
show signs of backwardness.

2. Ratio of Industrial output to total output: According to this eriterion,
countries with low mtio of industrial output to wial output are considered under
developed. Inother words, the degree of industrinlisation is taken us the criferon
[t should be understood that the degree of industrinlization is often a
consequence rather than a cause of economic prosperity in the country. Further,
in countries where agriculture is woll developed, the disposable agriculttin] surplus
income will be generally used to subsidize uneconomic urban industrics. As 8
result, the overall per capim income would tend 1o be lower., Thus, this criterion is
not a valid indicator of underdevelopment.
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3. Low retio of capltal to per head of population: Ragnar Nurkse stated thal
‘nndﬂjic*"h‘?“d' s:oum}‘iﬂ are those which “compared with the advinced
countrics, are undfn-equ:pped With capital in relation 1o their populution and
natural resources.” This mnufpi that the denrth of enpital ns the criterion of
underdevelopment is noy salisfnctory, Abundance of capital does not mean |
economic dthInpmmn and prosperity. It is g Process depending on various ]
factors md it has mtllch to do with human endowments, political conditions
socinl attitudes and historical secidents, a5 Nurkse himself’ points out, . |

; v secepled eriterion of
underdevelopment is the low per capita income of underdeveloped oroluf::ri:a;

compared with the advanced countries, Stricql in : L
mimﬂw-ﬂr#ﬂmmmimhmmormmégﬁ- g this is dmz -.
and often misleading, due to i hey il
8, iy conceptual and computational difficulsies,
Further, international comparisons of national income und per capita income are
mesningless. Finally, the concept of *Standard of living” varies from nution to
nation; from race to mce and from region to region, However, the per capita
income is the most widely used indicator of underdevelopment. 1

From this, we find that it is very difficult to define and explain the concept of
‘underdevelopment’. In order to understand the purport (0 the term betier, we
mwwmmmcmﬂmmm eConomy.
Characteristios of underdevelopment

Harvey Leibenstein has classified the characteristics of underdevelopment
under four major heads, namely (1) Economic; (2) Demographic; (3) Cultural and
Political; and (4) Technological and Miscellaneous. The underdevelopment chart
given in Figure 1.1 illustrates the various features of underdevelopment under
euch head.

Almost all features of underdevelopment, exhibited in the chart, are present
in India, which stands as a typica! example of an underdeveloped country that is
on the way of development. Let us discuss in detail the features of
underdevelopment.

1. Preponderance of Agricudture: An underdeveloped country is exclusively
a primary producing economy, It will mainly depend on the production of
agricultural material and minerals and the industries will be mainly agro-based.
The share of the primary sector is larger in the national income of the
underdeveloped country. But the corollary may not be true. There are some
notable examples which are exceptions. Advanced countries like Denmark,
Belgium, the Netherlands and New Zealand are mainly agricultural countries with
fairly primitive activity,

India is predominantly an agricultural country where more than 70 per cent of
the people are engaged in agriculture or in allied occupations. The pressure of
population on agriculture is very high, Nearly 40 per cent of the national income
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riouliure. In spite of the fact that in Indis industeiulizution
::I;Tﬂi;:iﬁﬁr ;BMF 10 par cent of the Fﬂl'ﬂ-lmm“ is engnged in industry ang
most of the industrics are only agro-based industries like sugar, coton, Jute,
textiles, ete

2. Population pressure ond Uﬂdﬂﬂ?ﬂm'"’* Another feature of
underdeveloped countries is that they are m'wbll'ty over-populated. The size
of the population in these countries Is increasing at e fuster rate than in advanced
countries. The economic development in these countries innot capable o keeping

pace with the increase in population.

In lodis, the population is growing at sn alarming rate with o birth-rate of
ubout 40 per thousand, During the decade 1961-71, the increase wus 246 per
cent, which was nothing but a population explosion. Alarming increase jy
populntion, excessive pressure on land and poor industrial development have
¢rested unemployment problems which could not be solved successfully,
inspite of planning several decades. The number of job seekers in India is ralsing
day after day and the problem of unemployment is taking serious proportiony.
The problems of unemployment has resulted in underemployment or *disguised

unemployment'. People are prepared to work, but they are unable 10 find work
throughout the year due to lack of complementary factoss. This is more o in
agriculture. Due to population pressure, maore persond are working on land thap
whal is actually required and this is called disguised unemployment. The excess
population does not contribute to the productivity of land.
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6 Indinn Feonomy

i . and poor Savings: Another important feature of
I , 3. P :;;pm:':&, Inwppﬁ_ruiiﬁlﬂ income of the people and the consequen|
little or no savings in the economy. According to the world Development chom
| 1981, 52.5 per cent of the population of the world in 1979 had GNP per capitu of
230 dollurs, In contrust to this, 15,6 per cent of the world population I.wim; in the
industrinlised countries had GNP per capita of 9,440 doallars. The oil EXpOrting
countries of West Asia with only 0.6 per cent of the world population hud GNp
per capita of 5,470 dollers. Theso figure show that underdeveloped countries ure
’ poverty-ridden, '

' Judging from intemational angles, Indin s definitely und underdevelopeg
| country, It has been estimated that per capitn income of India is only 1/40 of thy
of US.A., 1725 of Canoda, 1/14 of Japan and 1/12 Russia. According to the
International Financial Stafistics, India is one of the poorest countries of the
world, if not the poorest. A natural outecome of poor income is little saving or ng
savings in the economy. The savings of an economy play a vital role in ECONOTIC
growth, as savings of an economy play & vital role ineconomic growth, 1S Savings
and investments are the two crucial determinants of economic growth: Savings
a5 percentage of national income in Indis was only 5.7 per cent in 1950-51 . A fier
fnu.-rdmadesn[pln:m_ing, it had reached sround 20 per cent. But this is very smni]
when compared 10 advanced countries of the world.

4. Under-Utilization of Resources: The natural resources of the undeveloped
ecconomy are cither unutilized or under-utilized. Generally, underdeveloped
countries may not be deficient in natural resources like lund, water, minerls; eto,
The main problem would be that these resources are poorly hurmessed or
improperly used. Poor and improper wiilization may be due to various reasons,
like innccessibility, Inck of technical knowledge, shortage of capital and limited
markets, Many of the African countries have good potentinl for development,
but they remain backward due to under-utilization of resources,

India is a country of vast natural resources, Lofty mountains, perennial rivers,
dense forests, abundant plains and minerals of various types, etc,, offer large
scope of utilization and development. But these hive not been fully utilized. It
has still about 9 crore acres of cultivable wasteland. The water power potential of
the country has been hamessed only upto 10 per cent. The large forest wealth
remains untuilized and the natural mineral wealth of the country has not yet been
explored fully,

3. Capital Deficiency: Capital occupies a strategic role in production and
aeconomic development of 2 nation, Underdeveloped countries would suffer from
capital deficiency. Not only the stock of capital will be small, but also the rate at
which it is being formed will be low. In the case of India, the process of capital
formation is far from satisfactory. Already we have seen that the savings in India,
as percentage of national income, is very poor, So, for purpose of investment for
capital formation, India has to depend on foreign countries for capital inflow, It
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shoukl be romembered that In forolgn countries like 1S, A Canada, and Western
Hurope, mare than 20 per cent of the nstional income |
e will be channelized for

The busic defect of the backward economies would be Tnck of inducement 1o
invest and the low propensity and capacity (o save. Adding to this, there will be
lck of dynamic entreprencurship, According to Nurkse, in bsck wand cconomics,
even il the level of income ls incrensed with capital inflow from abroad, it does
not mean thit the rate of suvings would increase, becanse of the tendency of the
people to emulte the higher levely of consumption prevailing in the sdvanced
countries. This tendency is called the *Demonstration Effect”.

6. Low Level of Technology: tn backward economies, there will be  terrible
dearth ufshll?t! perionnel nnd us such the methods of production will be carried
nn_md-ur prip-.uhw methods, Consequently, thi productivity either in agriculture
orin industrics will be very low. Lack of technical, know-how snd poor scientific
advancement und obsolete technique, combined with poor entreprenourship
would result in poor quality products. Though in India some advanced technigues
can be seen in some industries, when compared with the modem standards of
preduction, ours s decidedly inferior. Higher quality education and better
technical training are necessary to absorb the new technology. It is also a problem

‘of high expenses.

/. Foreign trade Orientation: Most of the underdeveloped countries depend
upon the expart of a few tditional commedities, consisting mainly of rmw materials
and minerals. They will be importing consumer goods and machinery. The ratio
of export production to total output will be normally high. Though these countries
can be called ‘export economies’, the excessive dependence on export hus very
harmful effect in an underdeveloped country. The production system of the
country will be geared only to the requirements of the export sector, and the other
sectors will be comparatively neglected, The economy, thereby will hecome
unstable due to frequently changes in foreign exchange eamings caused by
Ructuations in the international prices of the export materials. Any drastic change
in the foreign demand for the products of poor economies will result in distocation
in the cconomy. Any reduction in foreign demand would depress the home market
which would ultimately reduce the income and employment leve),

N Poar Egonomic Organization: Well developed veonomic institutions are
vital factors of economic development. In backward economies, the economic
institutions would be either ill-developed or completely absent. Closely knit
economic organizations and financial instifutions would enable the country 1o
absorb the outlay for development very easily and institutional reforms could be
nlso carnied out with ease. But in underdeveloped economices, absence of these
mstitutions would create problems of development and growth.

Y. Lack of Suitable yocio-Economic set up: In underdeveloped countrics,
the prevailing socio-economio sel up would be the greatest impediment to
development. Mass poverty and illiteracy combined with caste systems, religious

——
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beliefi, etc., would sdversely affect the course of economie development. The
Industrial Revolution in England is an excellent example to prove the importance
of socio-ecanomic set up of British people who were able to bring about remarkable
econamic changes. Within the frame work of religion, the British p-wpl: Were
able to bring about remarkable economic chunges. The Christian religion regarded
“ﬂﬂmdmyofmisﬂt:luﬁﬂﬂﬁmufﬁﬂd by good wnrkson:anllz. The
religious and social set @wrmepﬁvemdmmhlcmth!nﬂgﬁrmhmqm}r
changes on the economic front through industrislization. In India, the. cas|e
system proved detrimenta! to economic progress, is it impeded the movement of

capital and labour and dampened the spinit of enterprise. The society was morg o
less divided into not-competing groups. Hence, occupatianal mobility has linfe
meaning. Though the old caste system has disappeared, it has tnlumanewshapc
of Casteism in the hands of selfish politicians who want to preserve and enlnege
| the casteism by statutory methods. Further, it has emerged in the form of
regionalism, parochialism, etc., preventing mobility and display of entrepreneurial
skill and development.

10. 4 Dualistic Economy: Another important feature of underdevelopment is

‘Dualism’. What do we mean by *Dualism'? It is the presence of dualistic naiyre
of economic activities and this is one of the imporiant charactenistic features of
any backward cconomy on the way of development. There will be market ecanomy
on one side, where marketing system would have developed exceedingly well,
catering to the needs of rich and wealthy class of people, supplying them many
amenities of modem life, like radio, T.V.,, Motor car, telephone, picture houses,
tall and multistoried buildings and beauty parlours, There will be excellent
transport facilities like tram cars, electric trains, diesel locomotives, speed boats
and acroplanes, offering comfortable and also luxurious travel to the different
parts of the country and also oversess. In short, there will be market towns and
cities with fectories, banks, business houses, swimming pools, colleges and five-
star hotels, On the other hand, there will be subsistence economy with agriculture
oriented activities in rural areas which will be very backward. The standard of
living of the people in the rural sector will be far below the standard of living of
the people in the urban sector. The rural people will not have even proper roads
and they may have to depend on country-carts for their transport. Basic facilities
like drinking water, electricity, transport system and medical-care will he lacking
in villages. [n many places, the rural sector will be a demonetized one and burter
system will be prevailing, The use of money and banking benafits would be fur
from the reach of rural poor, who would form the majority of the population. Thus
dualism connotes the existence of opposite things in the economy, namely, well-
developed marketing system and barter systom; affluent economy and subsistence
economy, super-fast trmins and country-carts, ete.

Indian economy exhibits this dualistic features in full, as it s not ﬁ,mf
developed. We have fast-moving electric trains and also 5ln*._w_-mqwmg
country-carts. We have capital markets and stock exchanges with mnny




P g N

i Uinderdevelopment and Growth: Features, Cuuses and Concepts 1.5
communication facilities like STD, ISD and Fax system in cities; while we have no
propet rouds in the rursl areas and many villages wre unconnected with the
milway system. The barter system is still prevailing in muny villages. This type of
dualistic feature is not condusive to ecanomic development.

This dualism is almost an wbiquitous feature of all the underdeveloped
economies in the process of development. The co-existence of a traditions)
indigenous economy and a relatively modern maney economy is due to the
partinl exposure of the influence ol modemization, while the dominant segment
belongs to the backward indigenous economy. The co-existence of such
contrasting economic and social organizations Is indeed a puzzling aspect of the
growth process of the underdeyelnped countries. Hence mny planning or strategy
for development niust take full cognisance of this duiilistic character und analyse
the basic features, causes and consequences of dualism.

Prof. 1.H. Bocke, a Duich economist calls this * Social Dhnlism' on the basis of
his studies of Indonesian development experience. According 1o him, duslism “is
the clashing of un imported social system with wn indigenous social system of
another style. Most frequently, the imported social system is high capitaljsm. But
it may be socialism or communism just as well or a blending of them.” According
1o Bocke's concept, the advanced western social system is imported and planted
in the soil of indigenous precapitalist agricultura! system. In this attempt, the
western of the east, which is precapitalist in nature and agrarian in chamcter.
Boeke's contention is that the dualism is the product of the clash between East
and West. He fully sgrees with Rudyard Kipling “East is East and West is West
and never the twain shall meer.”

1. Mass poverty, Misery and Low-standard of Living: Mostof the people in
underdeveloped countries are economically very hackward, poor and leading 2
miserable life without any norms of standard of living. The backwardness, poverty
and poor standard would result in Iow [nbour productivity, fictor immobility, lack
of entrepreneurship and poor specielization. Instead of conguering the physical
and social environments, people would surrender to them. The underdeveloped
couniries of the world ore considered as *slums’ of the world.

Applying the above tests of underdevelopment, India must be treated a5 &
major underdeveloped country of (the world. Indian cconomy exhibits all signs of
underdevelopment enumerated above. The poverty of Indians is not doe to poor
resources, but because the ¢canomy could not *grow”,

DETERMINANTS OF DEVELOPMENT AND GROWTH

After having discussed the features of underdevelopment, we have to study
those fictors and influences which would imtinte and secelerate economis
development and growth. The process of economic growth is determined by two
dets of factors, economic and non-economic.

—
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Feonomic Factors ) ) e develonim
arural s,-m:nu!nﬁdnrlnﬂmm{nnm cd opment iy
:he:n’::nl mf:::mhlc in the country, Plﬂ'ﬂliﬂl'b‘ Lﬂ .‘Land _i:_mlmﬁ
all nature resources, including fertility of land, its situntion ¢?mpnuurm a6d
forest wealth, etc. Existence ofn resources alone cannot initinle ECOOm ),
development, unless the resources are properly hamessed. In the eveny
hmuuii:gd-;mrmil mmwfnrdﬂaiupumnmmlry with abundant Nilfury)
quickly nnd lorgely than the country unutilizeq

resources can be developed y
under-utilized. This is one of the reasons of their backwardness,

2 Fransport and Communications: The means of transport gng
copmmunications initinte economic development. More facilities of transport wiy|y
rediice the cost of wensport &nd thereby increase the external and intemal trag,
of the country, In countries where road, rail , canals and rivers wre interconnege
with each other. economic growth is encouraged. This was the case in Brii,
France, Germimny and the Netherlands, Transport and communications tn_qm-,_.
easy mobility of factors of production, raw materials, etc,, help in breaking
economie isolations and encourage educational development and intermingliny
of cultures. Above all, ransport and communications sre essential for urbanisan oy,

3. The Rate of capital formation: Cepital Formation or accumulation 15 thy,
crux of the problem of economic development and no econemy can grow witkoyg
having produced ‘means of production’. Construction of buildings, dam
factories, extension of roads, railways, waterways and harbours, more irrigation
facilities, reclamation of land, and improved methods of agrniculture, et 4
essential for capital formation. The level of production and materinl well-being of
the community depend largely on the stock of capital at its disposal, Capity)
formation can take place under privite enterprise, ss in capitalist economies, yy
under public enterprise, as in socialistic economies, as in capitalist sconamijes, gr
under public enterprise, as in socialistic economies, But the core of the problem,
in underdeveloped countries is the lack of caputal for investment and capita)
formation, These economies will be caught in the vicious circle of poverty ang
they will continue to remain poor simply because they ure poor.

The essence of the process of capital formation is “the diversion of & pant of
society’s currently availuble resources 1o the purpose of increseing the stozk of
capitals goods so as to make possible an expansion of consumable autput in the
future.” The building up of capital can be initidted by domestic savings out of the
income or it can be borrowed from foreign countries; the former is more desinibie
in order to have capital formation in the real sense of the term. Acconding to
Arthur Lewis, economic growth is a process of tanstorming & country from s S
per cent suver to a 15 per cent saver. The saved amour should be properdy
mobilized with efficient banking and finnncial institutions. Finally, the momioed
saving should be invested in the production of capital goods. Mere monetary
expansion for capital frmation will land only in inflition. The cost of developmen
must be measured only in real termy, and oot in monetry terms. Further, capits

)



PE— ===
I
Underdevelopment and Growth: Features, Causes and Concepts 1.11
Tormation and technological improvement should go hand in hand, Otherwise, i
will be mere duplication of capital and not deepening of capital,

4. Capital owrput Ratio: Another determinant of economic development and
growth is the capital output ratio. The term capital-outpul ratio refers 1o the
requirements of capital for a definite output in units. For instance, if we establish
a factory st 8 cost of Rs, 5 crores which will help to produce annual output worth
Rs. | crore, we can say that capital-output ratio is 5:1, /e, five units of capital ure

10 produce one unit of output. In other capital-output ratio 1ends 1o lewd
to a compurntively higher growth mte of output. Generally, in the underdeveloped
countries, the capital-output ratio is higher, i,e. more capital is required for lesser
output due 1o wustage in the process of production, low level of technology and
inefficiency of factors, and inadequate infrnstructure. The capital-output ratio
will vary in different economies and it will also change over a period of time and
no uniform capital-output mtio is-applicable to all countries and ot all tems. It
depends on Lhe stage of ecanomic development. n the early years of development,
n country will be investing heavily on economic infrustructures like irvigational
works, hydroelectric projects, railways and roadways which will nat give
immediate returns in the form of output, but will help in due course to reduce the
capital-output mtio whe n the developing economy gathers momentum. At s later
stage, even small increments in mvestments will bring larger output. So the
sconomy should see that the rate of investment is incrensed and the
capital-output ratio is reduced in stages. This will lead 1o higher rate to growth. In
other words,

Investment Ratio
Capital - Qutput Ratio

It is very difficult to estimate the capital-output miio Tor an economy us 8
whole, as it depends on various factors such as the degree of technological
development related to capital investment, efficiency of equipment used, the
quality of managenial skill, pattern of investment and the extent of utilisation of
economic ovetheads. Experts of the United Nations hive estimuted that in poor
countries the capital-putput ratio is ranging from 2:1 10 5:1. The second five- yeur
plan of Indian assumed capital-output ratio of India as 231, Whistever may be the
estimates, the fact remains that a low capitdl-output mtio |s s significant actor in
development.

5. Technological Progress: Technological changes are the most importum
factors in the process of economie growih. Technologiva! chinges are reluted 10
production, processing, marketing and distribution. Changes in technology lend
to increase in productivity of lubour, capitul and other factors of production. The
technological changes not only reduce the cost of production, but also increase
the quality of the products; besides, new products are produced creating o demand
for them. The basis for technological change iy the scientific discovery and

Rate of Growth of Nationa! Income =
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Inventing When an nvention s apglied o production, it e culled immovitiyg,
lewding 1o tpeovement, Jupun stands a ypical exnmple 10 prove Bt yiy,

ecanomic development could be nehibeved through hiproved techimology. I he
developing countnies wre beneliting Trn the vt kiowlodge acyuled by
advanced countries in the fiald of seience and technolopy, Techmdogicnl 3 .
would enuble the produciive units 1 go in for specinlivaton ond dlviaion
lnbour which would in turm Increase the productivity,

Non-Economie Factors
Non-¢conomic luctors are much more powerful thun econamic Tty |,

influencing the exient of economic developmoent and growth Non-econ s
factors may be social, cultursl, political and climatie whieh wonld cithier neelergle

or impexde economic development snd growth. According to Nurkse, “licanom
development has much ta do with buman endowments, sociul attitude, politicq)
conditions and historical secidents™.

. Soctal Factors: Socinl und cultural fictors, huve been responsible for

economic development and growth. Wesiern culture und cducation had feg 1,
the spirit of physical adventure and discoveries leading 1o the rise of nuy
mercantile classes who were interested in savings and investments and |p
undertaking risks in order 10 eam lot of profits, This spirit was responsible for
industrial Revolution in European countries in 18th and 191h centuriey, Iy
underdeveloped countries, the activities of the peopls would be based on
tradition and religion and cusioms, The traditional values Tike morality,
truthfulness, contentment, simple living and non-materialistic attide, ele., would
00! be conducive to economic development, as we have understood in the madern
sense, In such countries, the family would be the primary economic and socia)
unit, and relationships would be personal and patriarchal; and decisions would
be influenced by caste, clan, creed and religion st the social Tevel. The people
would be inimical to economic development. If ecanomic development is 4 ke
place, social attitudes, values and institutions will have (o be changed.

2. Human Factors: Rate of growth of population has an impartant faetor i
modern economic growth, Mere growth in the size of the population would no
lead to economle development, It depends on the eMiciency of the people.
According to kuznets, the population of Europe inoreased more than four-fold
within a period of two centuries (1750-1950), while the populution of the remaining
world increased just by 200 per cent. This phenomenal increase of population in
Europcan countries was notl detrimental 1o economic progreas; on the olher
hand it was helpful for them to increase their per capitn GNP. During the period,
a four-fold increase in population had resulted in ten-fold increase in GNP per
capita of European countries. This is attributed to the human factor. This is due
to increased efficiency of labour foree and this is called human capital formation.

This could be achieved by good cxpenditure on health, education, sanitution
and on social services and sceurity measures, But in backwan! economies,
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incresse in populntion I8 a grest hindmnce (o the cconomic development, Hence,
farnity plunning sod control of popidation showld form part and purcel of economic
development and planning in developing countries.

3, Political Facrors: Political and administrarive fuctors ulso belp in modem
economic growth, Enlightened ¢lectomdos, eduvated politiciins und momlly
struight administrators would ensure greater cconomic development und growth.
Weak political structure, instability, corrupt politiciling, officials, and incfMicient
sdministration would be i hindrance 1o economic development. Lewis points
out. "No country hus made progress without pesitive stimulus from imelligent
Govemment.”™

& Climatic Factors: Among the non-economic factors, ¢limatie conditions

stand foremost in determining econamic development, If we make o study ol the
Emm-aphic:al and climatic conditions of he conntries of the world in relstion o
development, we may find thit most of the countries in the North and South
Temperate Zones of the world had succeeded 1n becoming rich or nearly nch with
percapita GNP over £ 1,000 or ranging from £ 300 to 1,000, whereas most of the
tropical countries were: poor or very poor with per capita GNP under £ 100.
Accarding to GK. Galbraith, who stated in 1951: “If one marks off a belt, s couple
of thousand miles in width, encircling the earth at the equator, one finds within it,
no developed countries, “The location of to-day's poor countries in the tropics
is an impostant analytical factor in economic development. The climatic conditions
have plaved a very dominant role in determining the growth of these countries.
The climatic factors severely hamper development through their impact on man
and agriculture.

Of Africa’s | 1.7 mullion sguare miles, barring the extreme northern and southem
countries, others have a definite pervasive influence of climate nffecting
development, ‘The many vopical diseases kept Africans at subsistence level,
yellow fever and malarial levied & heavy tell on all visitors, Trypanosomiasis,
carried by the Tse Tse fly, killed horses and cattle, and made it impossible to use
animal transport. Commerce had to depends on human porters, the most costly
and inefficient The trausport obstacles alone were guite sufficient 1o stop any
appreciable Africun economic development for centuries.”

The impact of human diseases on economic development in poor countries
has also been ignored by economists. They assume that the average economic
man is healthy, and sickness is not & major factor in the functioning and growth
of an economy. This assumption is false, In tropics, healthy man is an exception.
Every alternate human being will have health and sickness problem, which will
vitally affect attitudés towards work, learning ability, and capacity for sustained
wurk. *About 200 million people in Africa, the Middle East and Latin America are
affected by the debilitating disease, ‘Bilbarzia® and, in China, the millions affected
are countless.™ Malaria though eliminuted in sub-tropics, is still haghly endemie
- in all of ropical Africa, South America and South-East Asia
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Climatic conditions not only affect human beings but also agriculture, wwil,
food supply, etc. The tropical food, because of the composition of the suil, iy
short

or proteiny which retards growth. Research is urgently needed w0 combat
the climatic obstacles of the tropics.

OBSTACLES TO ECONOMIC DEVELOPMENT

Festures of underdevelopment and determinanis of development studied
above will give a fair idea of obstacles 1o development, us the same points
hold good in analysing the obstacles to economic development of a _
However, the general characteristics of under development are not common to al]
the underdeveloped countries, But in most cases, there arc some charscterinic
features which are both the cause and consequence of paverty which iy the
basic cause for underdevelopment, As we have studied already, the cConOmy
will be caught in the vicious circle of poverty and it will continue to remain pooy.
simply because, it is poor. This means there will be circular relationship
cause and consequence, which will perpetuate poverty and inhibit developmen
In other words, the economy will be in the ‘Poverty trap". Let us discuss these
points in detail which would sct as a formidable obstacle to developrent.

1. Victous circle of Poverty: According of Prof, Nurkse, vicious circle of
poverty implies A circular constellation of Turees tending to nct and react upor,
mmmahmhnnmynsinkmpnmmumry in'a state of poverty. A
country is poor becauss it is poor.” This is explained in the following manner- A
poor man may not have adequate food 10 eit and consequently he will be
undernourished and weak. Consequent on his physical weakness, hiy capacity
to work will be very low, which means poor eaming power. This poar caming i
poor health and productivity, ete. This concept holds good for a poor country,
The basic cause of underdeveloped country is its low productivity due to capital
deficiency and also market imperfections, which in tum perpetuntes
underdevelopment. As we have secn already, the development of un ecanomy
depends on the rate of capital formation. This is affected, both by demand and
supply of capital. Both will face u vicious circle, as depicted in the figure 1.2,
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Figure 1.2 : Viclous Clrele of Poverty
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Let us take the demand side firsi, Ina poar country, the level of productivity
will be very low and consequently the income of the peaple will also be very low,
and they may not have adequate purchasing power even for the necessaries of

jﬂgﬂmmeMMMhﬂMﬂmmﬂhm-mwmm 'I
and inducement to invest will be practically ubsent. Since the rate of investment
is very low or nil, the productivity will also be very low, leading to very low
income and thus the vicious circle will get completed. Lot us take the supply side,
The poor country will have low level of income. This will result in the low savings
| of the people. Poor savings result in lack of capital for investment and low capital
formatian. Poor investment and low capital formation will result in Jow peoductivity
of the economy and low income of the people, thus completing the vicious circle.

From the figure 1.2, we can understand that the basic malsdy in an
underdeveloped economy is its poor income and low productivity, This vicious
circle must be broken at both ends, viz, on the demand side und supply side, b
means of increased capital formation, withimportanted foreign capital. The Stat
must provide adequate incentives to investment by means of suitable moneta
and fiscal policies. Generally, it is very easy to break the demand side of th
vicious chrole; but it is very difficult to break the supply side of the vicious circh

Apan from these vicious circles of poverty, there is also & third vicious circh
according to Meier and Baldwin, This relates to natural resources and hums
resources, Econamic development of a country depends upon the exploitation ¢
natural resources and developing them for human betterment. But. developme

of natural resources depends upon the productive capacity and efficiency of th
\ country, Ifthe people arc illiterate, ignormnt and iner, lacking technical knowledp
and skill with very little entrepreneurial activity, the natum! resources of th
country will remain either dormant or underutilized or even mis-utilized. On th
other hand, the peaple in an cconomy will remain backwird if they do not develo
. the natural resources. Thus, underdeveloped naturl resource are the cause an

T ——

consequence of backwird people. This is illustrated in figure 1.3
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Market imperfections

Underdeveloped
, Natural Resources

Backward Peaple

Figure 1.3: Vicious Circle of Backwardness
2. Market Imperfections: Another important obstacle to economic
development is market imperfections, According to Meier and Baldwin, markes
imperfections relate to immobility of factors, price rigidity, ignorance of marke
conditions, rigid social structure and lack of specialisation. These factors act as
frictions and impediments in the nchievements of an optimum sllocation of
resources. Due o these market imperfections, the efficiency of production in the
economy becomes very low and the country’s natural resources may remain
unutilized or underutilized, the employment will get misdirected. The lsbour canngy
maove freely in search of higher rewards, but remain where they are, though their
marginal productivity is zero, Capital will not be utilized for remunerative Purposes,
In most cases, the available capital will be sterile and keptin the form of jewellery
urvaluubknmdsinhckmuh:dedundwnws,ﬂwmmh}"amm
will remain unutilized and sectoral expansion becomes an impassibility.
3. Low-rate of capital Formation: We have studied already that in backwaed
cconomies there will be deficiency of capital and poor capital formation, The
low-rate of capital formation results out of the vicious circle of poverty studied
already. This poverty is the cause and consequence of & country's low capital
formation. Even the available capital will not be utilized for productive PUrposes.
They will be invested in gold, jewellery, real estate and commodity hoards, The
expenditure pattern in underdeveloped countries will be mostly on *valye-
relaining” objects and durable consumer goods with conspicuous consumption,
during the time of festivities. There will be no incentive to save and invesi, doe 1o
political instability unsettled mone¢tary conditions, stifling personal initimtive and
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= fckery jand tenurial system. Lack of well-developed capital market. “:::

e credit in particularly in rum] areas,
m“k:';:,u cmidable problem in mobilising mving.'a‘[nr capial formation. The stale
P pot pravide necessary social overheads (o give fmpeti® m.dmw"}m" n
e State itself will be politically backward and also uncooperstive due 10 ""—"ﬂ:
nile. The State will confine itszlf to elementary functions of mainttining law &n
order, Under these circumstances, invesimients will be directed towards export of
primary products, rather than industrinlising and developing economy, & indin
had mcﬂ:ﬂi during the British rule.

4 Socio-cultural obstacles: Apart from capital deficiency, in backward

i es. thene will be obsticles due to sociul and cultural attitudes, The existing
social institutions would create maxiroum resistance (O economic development
and social change. Rigid stratification of society and traditional beliefs, putiemns
of living, concepts of social dignity, loyaltics to castes and ethnic groups, regional
idmﬁﬁ;miun,ﬂc..muidﬂdimh:wlj of segepting new sei of values created
by inventions snd innvovations.

Hence, a radical change in minds and attitudes of the people is indispensable
in process of economic development. The change in the attitude of the peopic
should go hand-in-hand with investment for development. Nurkse has stated:
wEgonemic development has much to do with human endowments, social
attitudes, political conditions and historical accidents. Capital is a necessary but
oot a sufficient condition of progress.”

5. International Forces: Apart from the above stted local obstacles, exposure
of underdeveloped economies to world frade has resulied in destabilising factors
due to disequalising forces, Economists like Gunnar Myrdal, Lewis and prebisch
have developed @ theory of exploitation of hackward economies or
underdeveloped countries by the advanced economies, According to these
econamists, the gains of international trade have gone mainly o developed
countries and the underdeveloped countries have become much impoverished.
Though the exports of underdeveloped countries have increased much in the
world trade, the effort of underdeveloped countries have increased much in the
world trade, the effort has not much contributed have increased much in the
world trade, the effort has not much contributed 1o the development of the rest of
the economy of thut backward countries. The main reason is that every backward
cauntry has develgped the export sector to phenomenal dimensions to the utter

disregard of the other sector of economy. These huckwird economies have
seriously exposed themselves to international Muctuations and consequently,
they suffer duc 1o c_ydir.al instubility and bulance of puyment difficuities. These
backward economies do not gain much either in the depressionary period or in
the boom period. During depressionary period, the terms of trade become adverse
and foreign exchange carnings of backward countries fall sharply and this leads
to unfavorable balunce of payments position. The backward countries conld not

take advantage of falling prices by intrensing expons, due to inelastic nature of
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theis export goods, which are mostly agriculivel md minomls Neither coul)
they benelit during hoom perind, whes there s eiae i pricos Lo e world Wik eg
The backwand economies could bot lourease the okt modd emyplayiyen d"rillu
the haam periods due to nurket lmperiivtlony, (nadequate pverhend cnpital arg
structumal defects, Bven the litle Incncased eamings it the houm Pt il
expoet ket will be wasted in consplewons curnrption, speculution, efc Ay,
these countries meet with balanee of payments dificuliies,

In addition to this, foreiyn investmentd have mdvenicly affocted (he Y b,
countries. Most foreign investments in backwind economies have heen
towanis increasing expors. But, the productivity, incomes
wa puimary sevtor of these countries huve not increased
foreign investiment.

Hence, meconding to above mentioned economists, the
econamies ane exploited by the world econoimies.

6. Administrative Incompetence and Co reuption: Lately,
underdeveloped countries, admvinistrtive Incompetence and appe
have become the major ohstacle 1o cconomic development. A welldrmined iy
honest and dedicated ndministrative set up is very essentinl for proper BeOfomic
development of the country, The existence af tstrong, compstent political we o
with stable government, free from cormuption alone can mmantin law snd order
andd security of the people and also peace and tranquility which ure esseniy) Ko
economic development of the country, Only such type of govermments cin Rive
proper direction for investment and assure the beielits af LCONOMIC Prograyies
This has become a major botthe-neck inmany of the developing countrics ittuding
Indis. All these make the problem of economic development o complicased and y
tough task,

tirecieg
wel living sty
Proportionaiely dae i,
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CONCEPTS OF DEVELOPMENT

Writers on ' Ecanomic Growth' and Econamic Development” make use of hese

fwo terms as inteschangeable and also synonymous. But there are 1 few Wriicn

+ who make specific distinctions between these two expressions and concepts,
For o lny man, Economic Development. Economic Growth ind Economie Progress
may mean the same thing. But there ure certuin subtle differences based an
scientific serutiny of the concepts. Hence, we shall the coneepts of Ecomomig
Development and Economic Growth and the exact distinctions between this twi,

What is Fconamic Development?

It s rather difficult to define a concept which is very common and familise
with the people. Everyone knows that it indicstes n process of development in
the cconomy, whereby there will be development in agriculture, industry, trade,
transpart, ete. All these improvements put together is referred to as economic
development of the country. This development does ot mean u mere deseription
of any isoluted development project, like construction of n dam or starting u
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sugir factory somewhere, These progrummes should be a comprehensive one,
as » process in all the sectors of the economy. Every project should become the
integral part of the process of development of the economy as a whole, with o
determined effort to change the phase of the economy from bsckwardness 1o 8
developed one. This process will result in increased output of the ecanomy, or
real Increase in the income per head of population,

According W Meier and Baldwin, we can define economic development as s
process whereby an economy's real national income increased over a long period
of time."

Benjamin Higgins deﬁnmmmmicdcvdnpnmlu "a discernible nse in
total and per capita incomne of a country, widely diffused throughout oocupational
and income groups, and continuing long enough to become cumulative.

From these definitions, we can deduce some features of economic
development. (i) I is a process leading 1o certuin positive results in the economy,
(ii}mmhmlmmwmmgnfmrmu&ﬁchmmmu
change in the economy, (i) The development process results in increuses in real
mmmmmm,mﬂ{iv}mmmmlmm
income (i.e.. net national product) must be & sustained one for & prolonged
period of time. (v) Tempoary increase as economic development.

Econamic development covers a structural change in the economy, There will
be change in fictor supplies, e, increase in factor supplies due 1o discovery of
additional resources, better methods of production and Innovation. It is also
mdicative of growing rute of capital formation due to increase in savings and
investment. It implies institutional improvements of changes and better skills
ar technologies,

On the demand side, there will be structural changes. These changes arise
from the size and composition of the country’s population, changes in the Lasi2
and prefierences of the people, size und distribution of national income, These
changes may also be caused by [nsttutional and organizational armangements

The net result of economic development is the growth of output and real per
capita income.

Economic developrent is not a mechanical process (0 be brought ubout by
increased supply of resources, technigues and institutional frumework. Mere
economic forces will not create the process of development. The economic systerm
operates within the socio-cultural framework of the society. Hence, non-economic
factors play & vil role in determining the process of development. Unless the
people change their attitudes with o will to advance by hard work, the development
process cannot be initinted Political, sociological and psychological factors, the
standard of education, health, type of fumily institutions and religion have intimute
bearing on the process of economic development.
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120 Indian Economy
ECONOMIC DEVELOPMENT AND ECONOMIC GROWTH
DISTINGUISHED

We have defined economic development "3 8 process whereby an economy'y
real national income increases”™. From this it is clear thal economic developmen
is the process and increase in nmtions) incomie is the result. The susuined ingreqs,
in national income is the indicator of the growth of the economy. S0, we
decisively say that economic development is the process und economic Rrowih
is the result, Or, we can sey that economic development is the process gy,
growth is the phenomenon. Economic growth is the end-product of (he long
process of development.

When we discuss about economic development, we refer to the varions
and forces operating on the economy to lift the economy upwards., When "o
discuss about the growth of the economy, we focus only on the growth of the
natonal product, f.e., the result of the process,

Economic development is 8 conscious and comprehensive action based onga
preplanned strategy so as to Iiftcﬂunuyfmmthcmumssnfamnimmm
it on the rails of growth. Hence, the concept ‘economic development” is relued (o
only underdeveloped or less developed countries which have 10 strive hard Ity
find wherewithal to put the economy on the rails of growth to have sustained gngd
continuous increase in national income. On the other hand, economic grawiy i
associsted with developed countries which aim at increasing their growth-ra,
higher and higher, i.c., the net national product should be ever-increasing

The difference betwesn economic development and economic growth ':nn e
illustrated by means of simple analogy, though 't is only a rough and APProximate
example. Suppose, a particular region does not have the railway system at ull gng
transport is carried on by human porters and animals. To introduce the il
system in that region is not an easy task. Lands have 10 be acquired, milway fines
have 1o be planned and laid, stations have to be construcied, signalling system
has 1o be installed, rolling stack should be got ready, men should be trained 1
make the first train move on the rails. For this, enormous money, material ung
labour should be wtilized to introduce the railway system. Above all, the
technology of constructing the railway system should be known. The entips
work is a process by which the railway system is introduced, Thix is analoguu
to economic development, This results in egsy transport of men and materigly,
Thereafter the aim of the railway system iz 10 increase the passenger tmffic and
goods traffic and cam more and more 50 es to expand the milway system with
fast moving trains and express goods service, larger amenities 10 passengers,
greater help 1w rade and commerce. This is analogous to growth of the system
Thus, development is the ciause and growth is the result.

Economic development requires and also invalves some direction, regulation
and guidance to generate forces of expansion in the economy and maintuin them,
This is true of the most of the andendeveloped countnes, whereas spontimeous
nature of growth is the characteristic festure of advanced economies,
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T A Maddison simplifies the distinction between development and growth tn
the following words. “The miving of income levely is generally ealled economic
wmhmnchﬂﬂimmea.mdhmwm it i called economic development.”
This ismther over-simplification,

‘Everyman’s Dictionary of Ecanomics' makes the distinglion berween
‘development” und *growth” more explicit and comprehensive, “Genemlly economic
development means simply economic growth. Mare specifically, it is used to
describe not quantitative measures of o growing ecanomy (such as the rue of
inctease in real income per head) but the economic. social of other changes that
Jed 1o growth. Growth is then measurable and objective; it describes expansion in
the Iabour foree, in capital, in the volume of trade and consumption. And economic
development can be used 1o describe the underlying determinants of economic

such as changes in techniques of production, social attitudes und
institutions. Such changes may produce economic growth.”
In spite of these differences between ‘development” and ‘growth’ economists
like Prof. Paul A. Baran and Prof. Arthur Lewis muintain that these two terms are
- Acearding to Prof. Baran, the distinction is meaningless and the
difference is only notional; and the transition from “development’ 10 *growth’ is
not from the *old" 10 the "new’, but it is *development and growth, Arthur Lewis
states thit most often we refer only to growth, but occasionally for the sake of
variety we use the terms ‘development” or *progress’.
However, Schumpeter and Mrs. Ursule Hicks mmintain the differences between
the two lerms “growth' and *development”,
Stages of Economic Development
Many economists have contributed a lot towards the concept to development
and philosophy of growth, In their study of economic development and growth,
some economists have adopted the historical approach describing the various
stages through which the country has to pass before reaching the final goal of
full economic development.
Adam smith, the father of classical economics believed in the doctnine of
‘natural law' in economic affairs and asserted that the individual is guided by
self-interest and uiso by an *invisible hand®, He said “Tt is not to the benevolence
of the baker but to his self-interest that we owe our bread”. If every one is left
free, the individuals will maximise aggregate wealth of the society by maximizing
individual's wealth. Thus, Adam smit advocated laissez-faire doctrine in economic
affirs to maximise national wealth. According to him, the sequence of devélopment
was from hunting stage to pastoral stage; and then 1o agricultural, and finully to
commercial and manufacturing stages,
Hildebrand has taken the stages of development on the basis of exchange
relationship in the ¢conomy. First was the barter cconomy; and then money

economy and finally credil economy.
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based on the area of transactions. Fip,
considered development . )
wﬂm}h:mimt Jdomestic economy without any exchange, and they o
lown cconomy and finally national ecooomy.
. t‘hmuchuld!y!tm&m'
5 British ecopomists have usad the sequence o
and then 1o guild system and then to domestic system and finally factory sysieq,
mmmmlmmmmicmﬂhgm&vclnpduumm
of growth through materislistic interpretation of history. According to him,
mmmmmﬁnﬁuﬁm.mdﬁmmdﬁmhmmmjm.
Bnhm%ywdﬂmwmmmnfmm:
development was given by Profl. Rostow, 8 specialist mmmc d:mnm“
and growth. Lﬂmmdythcph}lomphymdmcnfmcdﬂdwuf
Rostow in detail.

ROSTOW'S STAGE OF ECONOMIC GROWTH

Prof. W.W. Rostow has divided the economic development and growth ingy
five different and distinct stages and explained them on lh:tuﬂﬁ.nfmmm
of an scroplane. The five stages envisaged by this economist are (i) The Traditiony
Society; (ii) The Preconditions for take-off: (1ii) The Take-off; (iv) Drive (o
Maturity; and (v) The age of High Mass consumption. He has expounde the
concept of sclf-sustained Growth or self-gencrating economy as the ultimage
goal,

(i) The Traditional Sociery functions with limited production due
inaceessibility to modem technigues. The output per head is limited, though the
frea under cultivation can be increased. The traditional societies have to divert o
very high proportion of their resources to sgriculture and this excessive
dependence on agriculture creates & social structure which is usually backwnrd
and unproductive. Political power is mainly confined 1o those who own the land
The traditional society should not be construed as static society. It can incregse
the level of output and also make sdhoc innovation i agriculture and tndustry,
But there will be ceiling on the output due 1o other factors llke populistion, localised
market, absence of medium of exchange, lack of development of ather sectors,
etc. Acruel Malthusian equilibriom prevailing would set the people feel ubout the
impassibility of economic progress,

ﬂﬂﬂch—nﬂuﬂdmfnrwiﬂthemdnﬂ:inwﬁchth:mﬂm
of the people changes due 1o spread of education and technical knowledge.
People start feeling about the possibility of economic progress. Modem science
is applied in production. Enterprising persons prepare to mobilise savings and
undertake risks for the scope for internal and external trade widens, due to
breaking of the barriers with more investmient in transport. Thus modernization
makes its appenrance. But development moves al a very low speed.
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France - 1530 =i |
USA . 1843 ~ 1860 II
G35 X 1833 ~ 1860
vy ) 1850 ~ 1873
Jopwn . 1878 1900
Russia “ 1890 - 1914
Canada - 1896 = 1914 |
Argentina - 1935
Turkey - 1937
China - 1952
India » 1952
Economists are doubtful about the take-off dates indicated by prof. Rostgy,

The dates also vary from publication to publication.
() Drive to maturity: Drive to muturity is the resultiunt of take-of¥ and in thjy
suige the new leading sectors gather momentum, This leads 10 an incneuse|
output surpassing (he increase in population. The economy finds its position in
the intemational economy. Goods which were imported earlier ure produced ip
the country and “the make up of the economy changes ncreasingly as technigue
improves”. Older industries level off and the new industries sccelermie. In thig
stage, the economy can produce anything it likes and this is the characteristic of
self generating economy. Self generaling economy does not mean self-sufficiony
economy,
(v) The age of kigh mass consumption; The age of high muss consumption
is the final stage in which the per capita real income |5 increasing. The Masses got
the fruits of economy. The economy demonstrates ite technological and |
entreprencurinl superiority, !
It is the age of automobiles, durable consumer goods and electronic undgerts |
Except the very low-income strata, almost all citizens would be having enough |
unto spare and the society becomes “affluent” Poverty and hunger are something |
that could be read only in books, There would be continued stage of full
employment and everyone would have increased finuncial security, In some
countries which had reached this stage would also record nigher birth rates. This |
stage is the last stage denoting the anuinment of ultimate goal |
Omly US.A and UK and some of the western countnes have reached this |

stage of high mass consumption. United States was the first country 10 reach |
Usis stage in 1920 followed by Grent Britain,
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Review Questions
Secvion - A
| What do you mean by Thind world countries?
2. What is the definition of an underdeveloped country, sccording 1o UN experts?
3, What s ‘underdevelopment’ according to Indiai Planning Commission?
4. What mre the llmdimﬂuiomufunduﬂqubpmn?
5. Swmte two essential foatures of underdevelopment.
6. Wmmmmﬂh'wm*hm&vﬂp&m#lw
Section - B
I. ‘What are the determinants of economic development?
2. What is “viclous circle of poverty'?
3. What do you mean by ‘Market Imperfections'?
4,
5.

Define ‘Economic Development” and differentiate it from ‘Economic growth’,
What do you mean by *Take-of¥ in economic developroent?
6. Wnﬂm‘mnm:‘ﬁnnuﬂdunﬁninl ecenomic development?

7. What are the international Forces affecting economic development of & country?
8. mhd:uwuuhipmwhdwﬂmmmmnf-mmﬂ

5

Sectlon - C
I Discuss the churacteristic feature of ‘Underdevelopment’
2. Explain the concept of *Dualism’ and illustrate it from Indian conditions.
3. Analyse the obstacles 10 Economic Development.
4. Explain Rostow' stages of Economic Growth.

5. “Economic Growth’; ‘Economic Development’; Do they mean the same or

different? Discuss with illustrations and opinions of economists
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Agricultural Policy: Vision 2020

We have studied in detail in earlier chapters about the impurtance of
Agriculture in Indian Economy, its role in the development process and also the
nced for devoting greater interest in the development of agricultural sector. 1tis
only by establishing an agrarian economy which ensures food and nutrition 10
Indin's billion peaple and also raw materials for the expanding industral sector
and adequate surplus for exports, ine farming community in the country could
hope 1o thrive, Any reforms in agriculturl sector should tuke note of these
factors.

On July 28, 2000, the Minister for Agriculture presented the National
Agricultural policy in the parliament. This new policy has been necessinted due
to poor growth of sgriculture during the last decade of the 20th century, due 1o
capital inadequacy, lack of infrastructural support, controls on movement, lack of
demand, poor storage facilities, ete., which resulted in poor growth in
agricultural sector and also lack of economic viability in it
The Nationul Agricultural Policy aims to attain the following abjectives

I. A growth raie of over 4 per cent per anmum in the agrioulture sector,
2 Growth should be based on efficient use of resources and also conservation

of soil, water and bio-djversity.

1, Growth should be ensured. not in the aggregate, but growth with equity,
which means growth across the entire agricultural regions and also

farmers, I other words, there should be effective growth m every farm and
region so that the poor farmer will be benefited by the growth process.

4. Agricultural growth should be demand-driven and it should be catering the
domeslic markets and export market, in spite of challenges poged due 1o
economic liberalisation and also globalisation.

S Growth should be substainable one, technologically, economically and also
environmentally,

To sihieve these objectives, the policy statement suggests the following
measures to be adopied.

—
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M;ﬂtuh be Adopted \\;

I. Efforts should be taken to contain biotic Pressures op |

indiscriminate division of agricultural Jands for RON-agriey .y mnﬁu
be prevented. wilf

2. Unutilised wastelands will be brought under use in Agriculiyr, and )
B

3

4

=1

1.

ulforestation.

Multi-cropping and Inter-cropping will be adopted 1o increase

intensity. ¥ m"E
Nearly two thirds of the cropped area depending on raing iy be b
under sustainable rainfed agriculture through water-shey mmm}‘:‘ﬂll
development through o long-term perspective plan, iy
Mare rtional use of surface and ground. water will b adopted g e
over-exploitation of water tables. For this, hﬁllerleehnulogig_; like de vent
sprinker irrigation will be adopted to make ceonomic and efMicien :S:Tr
walet resources,

Landless labourers and farmers will be encouraged to involve themse)

in the development of pastures and forestry Programmes on pybiic Wisie
land by giving them financial incentives and also the benefiy urmmmnﬁ
of trees and pastures,

To meet the growing demand for food due 1o urowing populition and gy
increasing demand of raw matenals by the expanding agrobased i
all efforts will be undertaken (o increase the productivity und Production of
erops. Emphasis will be mude on producing food CIOPS With highey
nutritional value, Amajor thrust will be given 1o development of rajy ey
irrigation, horticulture. floriculture, roots and tubers, plantation erops,
aromatic and medicinal plants, bee-keeping and sericulture for Augmenting
food supply, exports; and generating employment in rural aregs,
Diversifying agriculture. development of animal husbandry, pouliry,
dairying and sequa-culture will get high priority, besides cultivation of
fodder crops and fadder trees will bo encouraged. The involvement of
cooperatives and the private sector will be encoury eed for the development
of animal husbandry. poultry und dairy

The Government will encourage application of biotechnology, remote
sensing technologies, pre wnd post-harvest technologies and ulso
techonologies for environmental protection, The Governmenl will sirive
towards aregime of financial sustainability if extension serviee in g phased
manner, sufeguarding the interest of the poor and vulnerable proups.
The Government will endeavour to improve the terms of trade fin
agriculture with many facturing sector. Consequent upon rr-'mﬂ_“* o
quantitative restriction on inputs as per W.T.0). Agreements an Agriculture
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the Government will protect the interest of the farmers by continuously
mronitoring the international prices and also making approprinte tariff
protection. The structure of taxes on foodgraing, other commercial crops
and excise duty on farm machinery and implements, fertilizers will be
reviewed and rationalised, The Government will keep ugriculture outside
the preview of Laxes, besides continuing the present regime of agricultural
mbﬂidiuSI
[nvestment & Institutional structure

The National Agricultural Policy candidly accepts that there has been a
decline In public sector Investment in agriculture, Public invedment for
parcowing regional imbalances and secelerating development of supportive
intrastructure will be stepped up. Besides, private sector investment in
agriculture will also be encouraged, more particularly in areas like ugricultural
research, human resource development, post-harvest mansgement and
marketing. For setting up agro-processing units collaboration between the
producer cooperatives and the corporate sector will be encournged.

The following messures will be adopted towards land reforms and rural
development for effectively building up institutional structure:

(i) Consolidation of holdings all over the country on the pattern of north
wesiern stales,
(i) Redistribution of ceiling surplus lands and wastelands smong the lundless
farmers and unemployed youth.
(i) Tenancy reforms o recognise the rights of the ienants and sharecroppers.
{iv) Development of lease market for increasing the size of holding by muking
legal provisions for giving private land on lease for cultivation and
agni-business.

(vi Updating and improvement of land records, computenisation and issue of
lamed pass-book o the farmers,

ivi) Recognition of women's rights in land.

Private participation will be promoted through contract farming and land
lemsing arrangemnent to allow nceelerated technology transfer, capital inflow and
assured markets for crop production. especially of oilseeds, cotton and
horticultural crops.

Another important feature of the National Agricultural policy is the
Agriculture Insurance Scheme as a package insurance policy covering all
furmers and all erops theoughout the country. This insurance package policy
would cover all the risks of the farmer, right from the sowing of the crops to
post-harvest operations, Including murketing price fluctuations of agricultural
Produce,
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| Brief co vt and assessment of the new national agriculury) p.%mﬁ.

The National Policy 2000 promiscs un ery of all-round developmey in the
agricultural or rather rural sector covering not only the production of crops.
also other activities like diarying, poultry kecp_ing.l horticuluyre, ALYy
aniimal husbandry, etc. It envisages green revolution in land, white revalfion -";
the production of milk and dairy products and blue revolution relRing 1o nogyy,
and fish culture, In short, the policy theoretically promises 3 Rusinbove Revejyy, on.

Apart from these, the policy envisuges n 4 per cent annugl Browth.ryty i
agriculture, greater participation of private sector through contrag farming
dismantling the restrictions on the movement of agricultural Commoditis
throughout the country and price protection in the marketing of produce, Aboye

ull, the policy envissges a package of insurance schemes (o protect the farmey jy
his operatinns,

Regarding the objectives of the policy, nothing ndverse coyld he -
comment and all the objectives are excellent in theory. But the stark renlity i
different. The index of agricultural production has been slow]y falling since the
commencement of Nimth Five-year Plan, The indeéx which was 1757 in 1996.47
(with base triennitm ending 1981-82 = 100) fell 10 173 3 in 19992000, atcording
Economic Survey (1999-2000), Further., agricultural production which was 149 4
million tonnes in 1996-97 had come down 101991 million tonnes in 1 999-2000, 1y
looks as though Indian ageiculture has reached the inevitable [eyel of
stagnation in the fag-end of the last decade. Under these circumstances. iy i
rather very ambitious to expect 4 per cent growth in agriculiure in the caming
decndes, though it has to he achieved 1o muintdin food sccunity gngd
self-sufficiency in the agricultural seetor.

Secondly, the policy talks about growth in agriculture with equint which
medns covering the entire country and the benefit uf agricultural growah should
teach the poorest farmer as well. In other words. the policy envisages growth
withoul imbalances and regional differences. Bul the policy is not vocal ghoy
the causes for these and it hits not identified the states that are tagging hehind
without using the agricultura) potential,

Growth with equity is a tall talk in our coun

try and 118 maore 40 in the agrical-
tural sector where the benefit of growth and also the benefits of several schomes

would be gamered by the lunded gentry and rich farmers who huve abundant
palitical clout.

hirdly, the policy speuks of private investment in agricullure. This is
nothing new, as there is lof of private investment in our agricolture in the form of
tube-wells, implements, human resources, ele,, undertaken by rich furmers in
order 10 increase the level af productivity, But the naked fisct is that these private
investments would help only the rich farmers to raise their productivity: but the
majority of farming community is poor and they cannot underiake private
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: and they have o depend on only public investment to increase the

m“uﬂnmll ¥ [

Pmdwiivit:fuﬁhm ﬁum!.s;Mﬂmn'-'ﬂ. m backward states where the bulk of the
is poor, public investment on a massive scale will provide the

M‘ push to agricultural growth,

Fourthly, the Agricultural policy contemplates about private participation
hrough contract farming by land leasing arrangetnents, The palicy attempts o
involve the corporale sector. This is nothing but introduction of Contract
Farming through the back-door. This type of capital farming under the name

farming would eventually lead to contruction of labour force in the

cultural sector. Hence, this policy of contract farming may like 10 come into

conflict with the principle of enlarging employment. We know that in our country,

the agiﬂu%tmnl sm:tnr is the large absorber of Iabour-surplus economy, it |s

rather unwise lo introduce corporate farming which would lead to contraction of
ﬂ'ﬂF{OmL

Fifthty, most of the objectives of this new policy have been already stated
over years and attempted 1o be implemented. For example, the policy of
consolidation of Holdings, Redistribution of ceiling surplus lands among the
landless people, Tenancy Reforms to recognise the rights of the tenants,
updating and improvement of land records etc., are already there, by way of
agricultural and land reforms since the starting of Agrarian Reforms in the
country some 30 years ago, In what way the present policy ohjectives are new or
different from the existing ane could not be precisely assessed. The changes are
only minor modifications,

Finally, the Government after making an elaborate statement of the National
Agricultural policy, has not outlined any mochinery of implementation. Several
schemes in India have failed due to Inek of proper and efficient muchingsy of
implementation. Further, Agriculture is a state subject and how best the
cooperation of the state governments could be ensured is the question. Unless
this new policy is accompanied by the detailed blue-print of implementation and
monitoring technigise, the National Agricultural policy will be only in paper or
rather it will be only wishful thinking.

AGRICULTURE POLICY: VISION 2020

Indian Agricultural Research [nstiture, New Delhi

On August 15,2015, the ICAR submitted the Agricultural policy Vision 2020.
This capiures the contours of aur national policy on agriculture to realize the
viston. The following are the essential ingredients of the vision document.

It is gratifying to note that over the last 30 years, the foodgrin production
in India went up from about 102 mt in 1973 to over 200 mt in 1999. This was
possible mainly because of the increase in vield rather than the expansion of the
cultivated nrea.  Foodgrains availability per capita during this perind weat up
from 452 gm/day to over 476 gm/day, but at the sume time, the population almost

H—
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[ doubled crossing | billion. As a result of this the poverty level :Lum;mz
55% in 1973 1o 26% in 1998, But still Ht_rqul 250 m lie below the POVerty ling
mitking India accounting for one fifth of the world's poor. J

ICAR cstimuted the demand for gondgrainsl (Teed, seed, wastnge ang ex

would be in the order of 256 mt by 2020, assunving that the Pttmpitnq[;pmng::
at 3.5% This demand includes 1 12mi of rice, 82mt of wheat, 39m of Coarso gy
und 22mi of pulses. The demand for sugar, fruits, vegethles, and milk ismiw
1o grow to a level 33mt, 77mt, 136mit and 116mt respectively, The demany fi
meatis projected at 9m, fish | 1ot and eggs 7.5 billion (Tabe 1, '

According to ICAR, if the projected demand is to be met, then the ¢oynty
must achieve a per hectare yield of 2.7 tons for rice, 3.1 tons for wheat, 2.1 lstiy
for maize, |.3 tons for coarse cereals, 2.4 tons for cereal, 1.3 tong for pulses 27 3
tons for potato, 25,7 for vegetsbles, and 24.1 tons for fruits, The production ,:.,f
livestock and pouliry products must be improved 61% for milk, 76% fior megy
91% for fish, and 169% for eges by the year 2020 over the buse year 15 1999,

Despiite the structural change, agriculture still remains a key seetor, providing
both employment and livelihood opportunities to more than 70 percent of
country’s population who live in rural areas, The contribution of small furmyecs

| to the national and household food security has been steadily increpsing. The
watler availability for agricultural uses hus reached a eritical Tevel and deserves
urgent attention of all concerned. But the average vield of CIOPS Yemains i majoy
constraint,

| Vast uncommon opportunities to harmess agricaltural potential stil] remain,

l which can be tapped to achieve future targets, Therefore the focus was only g
few commiodities like rice and wheat, which could quickly contribite to increased

total food and agricultural production but at the cost of considerable depleting
of natural resource s and the rainfed dry areas having maximum COncentratioy
of resource poor farmers remained ignored, aggravating problems of inequity
and regional imbalances

Hence it was realized, that while determining national priority, the Tollowing
recurring and emerging issuca for sustainable agricoltural development and
poverty alleviation must be considered: '
Population pressure and demographic transition:
Resource buse degradation and water scarcity;
Invesiment in agriculture, structural adjustment and [mpact on the podar;
Globalization and implication on the poor;
Modern science and technology und support o research and
technology development; and
Rapid urbanization and urbanization of poverty, and decelertion in raml
poverty reduction, :

+ +4++++
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Therefore, the agricultural policy must take note of the fallowing
uncormon opportunities:
Conservalion of natural resourcen nnd protection of environment
Vst untapped potential of our $oil and water resources, und farming systems
Technology revolution especinlly in the areas of molecalar biology,
mmhmluﬂi space I“hnﬂ]ﬂg}'. ﬂ:ijll}g}" i management, )
Revolution in informatics and communication and the opportunity of linkin
furmers, extension workers and scientiste with the nitional and in{mmiulnﬁ
databases.
Vision:
Soitis dnsir::d that the Agrioulture Policy document must articulate u clear
vision an following few basic parameters of the agricultural sector around which
a policy framework must be developed, '
Orginization of agriculture: A clear long-term vision where inter-sectoral
linkages arc explicit,
Sustainabilify and natural resonrce management: Prescription must lie in the
domain of political economy, Othérwise, ul locating funds for watershed
development, agroforestry, soil conservation, and so on will not produce desired
resulis. _
Institutioral change: Policy document must spell out new approsches and
new institutions free from the shuckles of bureaucratic and self-help framework.
Investment priorities: There is n need to develop a consensus on investment
themes, priorities nad policies, Policy document must lend strength to the claim
for greater investment in rural areas, and also re-examing its programmes in the
light of complementarities,
Incentives; Dotumaent must articulate a clear vision on the incentive frumework.
Risk manngement
Increasing the yield
As there s not much scope for increasing the area under cultivition, 1o
manage the forecasted demand for food only way out is to increase the yield.
There is a need 1o strengthen adoptive research and technology assessment,
refinement and transfer capabilities of the country so that the existing wide
technology transfer gaps are bridged. At the same time there 15 a vast seope for
increasing the genetic yield of vegetables, fruits as well as other food crops and
livestock and fisheries produtts. Besides maintenance breeding, greater effort
should be made towards developing hybrid varicties as well 4 varieties suitable
for export purposes. Agronomic and soil researches in the region need 1o be
miensified to address location specific problems as factor productivity growih |
s decelerating in major production regimes,
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| h 0dian o,
To achieve # production breakthrough, reseurch on coarse Erainy,
and oilueeds must be netivated. Hybrid rice, 'i!ngiu 188 hbridy of I'I!ul::“lh
plgeonpea hybrids also offer new opportunitics. Soyhau, Sunlloggy oo 0
palm will helpin mesting future 0il demands Successfully, Forey Covey oil

and fosdder. Milk, meat and draught cupacity of our animald neegy o he
Quickly through better management practices. Vey

Integrated nutrient management: Atiention should be Biven 1o balane

use of nutrients. Phosphorus deficiency s now the most Widesprend g foril
problem in both irrigated and unirrigated areas, Correcting (e dj““ﬂiﬂnt!’
reluative prices of primary fertilizers could help correct the imbalances in e |
of primary plant nutrients nitrogen. phosphorus. and POLOSH angd e oy hl::
fenilizers. To improve efficiency of fertifizer use lotation-spucific Fesearch .
efficient fertilizer practices must be encournged along with Improvemey, fy ‘:f:
tﬁﬁﬂg SE]".-IISES‘ dﬂ".-'t.'lrhpmr:nl af imprmr;‘:d l'i:r‘liliz-cr 51:'};1{&. and diﬂ""nnlml
systems, und development of physical and imstitutiona mfrastruciype "

Arresting deceleration in toral Jactor productivity TFP};: Growth in Tp

preserved to minimize the elimatic disturbunees and 1o provige ol g,
iMipe

ean be achieved only through public investment in imigtion, LTI
development (road, electricity), research and extension and ¢ fHcient use ol wyyer
and plant nutrients. The most serious effect of deceleration in toral I ety
has been on agricultural reseurch and extension and it affects inul:l‘lwﬁing vield
per bectare. All the efforts need 1o be concentrated on sceelerating growh i
TFP, whilst conserving natural resources and promoting cealogica) Integrity of
agricultural system. For this rescarch efforts need 1o be location specific ang
low input use technologies with the emphasis on the regions where the curren
yields are below the required national uverage yield. Further literncy i very
ciosely related fo productivity and modernization, Hence, simultaneous fiacyy
on improving literacy is the need of the hour Added 10 this development of
agricultural growth-technology and its dissemination, riral infrastructure (rods),
education and irrigation - smount 1o & *win- win® strategy for reducing rum|
poverty by also increasing the non-fisrm tconomy and raising rural wages.
Creating infrastructure in less developed arcas, better management of
Inﬁ-ﬁnwtum and introduction of new technologies can further enhance resounce
productivity and TFP.

Though it was said that technological gains have not oceurred in g nomber
of crops, notably coarse cereals, pulses and in rainfed Arcus, analysis on TFP
growth based on eost of cultivation dina does not prove this perception ( Table
2). In all the 18 major crops considerad in the analysis. several siaies hf:*‘u'c
recorded positive TFP growth, This is spread over major cereals, coarse grais,
pulses, oilseeds, fibres, vegetables, elc. In most cases, in the major producing

states, rainfed crops also. showed productivity gains. There is thus strong
evidence that technological change has generally pervaded the entite crop sector
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There are, of course, crops und states where technological stagnation or decline
is appirent and these are the priorities for present und future agricultural
research.

Bridging Yield Gaps: In order to exploit untiapped potential in the yield fior

all crops in most of the swtes accounting for more than three-fourthis of erop
area, focus must be on the states in which currem yield levels are below the
pational uverage yield. Bihar, Orissa, Assam, West Bengal and Uttar Pradesh are
the prinril}f states accounting for 66% of nice nrea which need emphasis on
bridging yield gaps to attain target demand and yield growth, For wheat we:
must focus mainly on Uttar Pradsh, Midhya Pradesh, Bihar and Rajasthan
accounting for 68% of wheal area. For conrse cercals, mijor emphasis must be
given to Rajasthan, Maharashira, Kamataks, Madhya Pradesh, Andhra Pradesh
and Uttar Pradesh. To meet the demand for pulses greater emphasts is needed in
almust all the states with partioular focus on Madhya Pradesh, Maharashira,
Rajasthan. Gujarat, Andhra Pradesh, Karnstaka and Uttar pradesh which have
three-fourths of total pulse area. The target growth in polse yield from these
states annually must be 6 per cent; otherwise the natian will experience shortage
of pulses for all times to come. The task of attaining self sufficient in pulses
production looks difficult without arca expansion and irrigation. In cases of
oilseeds greater ¢mphasis is needed on Andhra Pradesh. Madhya Pradesh.
Rajasthan, Maharashira, Karnatakn, West Bengal and Uttar Pradesh to increase
the yicld by about 4 per cent. The possibilities of developing processing industry
for exiracting edible oils from non-oilseeds commodities, like rice bran ete, need
to be explored. The introduction of palm cultivation for oil production may
release pressure on traditional oilseeds crops to meet.

[ to increase the yields per hectare of sugarcane by about 4% per annum,
research and development efforts are to be strengthened in Uttar Pradech and
Bihar. The demand for sugar can also be met by developing mini sugar mills so
that substantial sugarcane production can be diverted from Khandsari 1o sugar
production. This may also help release some sugarcane area (0 other crops.
Coftan crop reguires greater yield improvement emphasis on 81 Per cent of the
¢otton area in Maharashira, Gujarat and Andhra Pradesh,

Water for Sustainable Food Security:

The next issue is relating to water availability. It is now observed that we
have to produce more and more from less and less land and water resources.
Added to this, the depletion of ground water, major problemis about the serious
environmental and social problems witnessed with major irrigation projects and
the necessity to improve production, security of food, alleviation of poverty are
all becoming prirties, Water availability per capita was over 5000 cubic metres
(m3) per annum in 1950. Tt now stands at around 2000 m3 and is projected to
tecline to 1500 m3 by 2023 and the quality of available water is deteriorating.
Alse, there are gross inequalitics between basins and geographic regions.
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With incrensing demand lor water by lt_bc other sectors png the de I Mgy,
watcr resourees, walcr is diverted from sgriculturnl use. Years by n: on o

wio of wulir was 80% of 1oial water withdrawals, but Bty Poieyy “'l‘ur.,
the curvent rate of water diversion for other uses would make 4, q;lu:-l. e
willer for agricultural use in Indis may be reduted by 21 pergen by 2020 d'ilt} af
impucting the yields of irrigated crops, vspecially rice, (lyyy Fri::g" treyy,
withdrawal of foed from poor masses. Palicy reflorms ane ey fry, P
avoid the pegative developments which include the Cstublishm, ‘:'[
water rights W users, the decentralization and privatization of wagg, Apn -
these, efforts o conserve nvailable water with the technology Ssppon N frop,
be explored. ' feed v,
Emphasis on Rainfed Ecosystem:
In the rainfed ceosystems inftialives ate necessary to dissemingy, I

dry land technology practices so as to make the agriculiymi OCCUPALI gy
farmers in these regions to be worthwhile, Necessary SUPPOTt need tg be Emf:f the
to credil flow and investment in such technologies so as 1o mInimize fhy h:dtn:*m
in the totnl arca of cultivable land, etion

Accent on Diversification of Agriculture and Value Addition:
The need of the hour Is 1o emphasize on diversification OF agrivuliee Thy

is. from the production of staple crops, the farmers should be tegipey i
motivated (o practice intensive production of fruits, veetables, flowery yng
other high value crops which would improve the income and BEnerite ffeciiy,
demand for food. With reduction of arable land grey, by adopting lﬁ\fi:mjﬂm'mn
in agricultural production of high value and labour intensive commoditics, e
twin abjectives of income and employment peneration among farmers gy fe
achieved. This would alsa help the farmers with smull size of farms,

Accent on Post-Hurvest Management, Value Addition and Cost-Effectivenesy

Yet another thrust area is the post harvest technology, It is reported tha
though India holds the second rank in the production of fruits and vegctibles
nearly 70 % of them is lost due to lack of improved post harvest wechhologies.
Limited availability of cold storage adds 10 the constenints. Therefore, emphasiy
should therefore be placed (o develop post-harvest handling, Hgro-provessing
and value-addition technologies not only o prevent the high losses, but afso 1o
improve quality through proper storage, packaging, handling and transpor.
This would also enable Indian agricultural sector 1o contribute more by way of
exports.
Increased Investment in Agriculture and Infrastructures:

Declining productivity and low capital formation in the agriculture seetir is
mainly because of decreasing public investment in this sector. This calls for
sceelerated investment efforts on the following lines :
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&I‘M productivity of crops, Hvestock, strains of microbes with improved
(ochnologies 10 minimize socio economic and environmental constraints.

fmproved environmental friendly production pructices, post harvest and
value addition technologies.

Ensuring timely n.vnil.u.'liﬁlily of quality inpuis at reasonable prices, institutional
and credit supports, especially for small and resource-poor farmers, and support
o land and water resources development;

Strenghtening ?rﬁﬁyremzn:. assessment und transfer and extension system
involving appropriate linkages and partnerships with an emphasis on the small
farmers segment;

Increasing mfnl fmplnjfmmt opportunities by enlarging the ngro processing
and agro industries improving rural infrastructures, ensunng 1ccess 1o relinble
market information and effective linking of farm to market with all season road

infrastructure;
Sveps to cater to the needs and participation of women Sfarmers; and

Primary education, health care, clean drinking water, safe sanitation, adequate
autrition, pasticulaly for children (including through mid-duy meal st schools)
wnd women.

The above investments will need to be supported through appropriate
policies that donot discriminate against agriculture and the riral poor, Given the
increasing role of small farmers in food security and poverty alleviation,
development efforts must be geared to meet the needs and potential of such
farmers through their active participation in the growth process.

Fighting Poverty and Hunger

It is estimated that about one fourth of our population (251m) belong to
below the poverty line category. Ofthese 68% is in rural areas and the remaining
constitutes urban poor. The migration of poor to urban aress in search of
employment has gone up, s the area under cultivation has been shrinking since
1983, thanks to indiscriminate conversion of agricultural land for commercial
and housing purposes. This results in increasing the need for food seeurity of
both rural and urban poor.

Accent on Empowering the Small Farmers

The contribution of the small holders towards food availability for increasing
population has increased, though they remain insecure and vulnerable in the
society. To support them off-farm and on-furm employment opportunities need
o be improved. It is observed that liberalization policy has not added non-farm
employment in a significant manner in the rural arcas. Necessary support through
budgetary support and banking systems needs to be promoted, apart from
introducing skill development programme in the rural areas with focus on small

holders,
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Disnster Management .

It could be noted that the frequency and intensity of disasters like floogs,

droughts, cyclones and earthquakes have innrn_mu::l over these years, Thiy

directly impocts the production and productivity in sgricultural sector, Lack of
: or reason for this status. Effons are underway 1o

paredness is one mij
*; ove the forccusting of such disusters yng

relevant technologies to impt :
developing the infrastructure (o manage these disasters. Though nccupyy,e

forecasting is still evading uy, the available information need 10 be shared wig,
the stake holders in agricultural sector to prepure them better during times of
disasters. The experiences of other countries in this regard would be immengely
useful. The technology and methods of mitigation of eflects of such disasiers
need 1o be learnt and applied so as to ensure food secunty for all.

Keeping Pace with Globalisstion

Initintives to globalize agricultural trade would enable the small and mediym
farmers to gel access to markets, new opportunities for generating employmeny
and income. Any gain in productivity can be achieved by increasing the flow of
investments into sustainable agriculturnl practices. With this global exposure,
the farmers will face the necessity to adopt better and improved technologics
which would encourage inflow of capital in to agricultural sector. This would
help 1o improve the status of subsistence farmers, fishermen and tribal communiyy

in the shont and medium term.

Exploiting Cyberspace .
India is now in a better status compared to early 1980°s and 1970°s in terms of
building dutabase at various levels, Linking this with international data base
would add value of information and facilitate appropriate decision making o
different levels. Development of region / location specific production models,
improved forecast of monsoon, use of remote sensing and GIS technologies to
map the natural and other agricultural resources would go a long way to improve
the use of land and walter resources in a planned way. Added (o these, market
inteiligence e-business and better management of disease and pest ingidungm_
etc., would also enable the farm sector to improve its contributions to national

ncome.
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Tuble 31.2: Totul Factor Productivity trends for erops in selecieq Mates
{,‘ru‘p TEP tremd '
Increaxing No change _Declmin—
Paddy Andhri Pradesh, | Assam, By,
ﬂrissla..mi;z::jub. Haryana K“m“‘ﬂ&.
Tami . Madhy,
Uiar Pradesh, Whye Pradean
. West Bengpal
Wheat Haryunu, Punjab, | Madhys Pradesh |
Rajasthan,
Littar Pradesh
Sorghyni Andhra Pradesh, | Madhya Pradesh, T
Maharashira, Rajasthan
Kamitaka
Pear milleiy Muize Gujarat, Haryana, | Rajesthan, S
Rayasthan, Uttar Pradesh
Madhya Pradesh
Barley Uttar Pradesh Rajasthan Madhya Pradesr
Chickpen Haryana Rujasthan,
Littar Pradesh
Black gram Muharashtra Andhra Pradesh, | Orissy o
Madhya Pradesh,
Uttar Pradesh
Moong Madhya Pradesh | Andhm Pradesh. | Orissa o
Rajasthan
Pigean peq Madhya Pradesh | Gujurm, T
Littar Pradesh
Cirawndnut Andhra Pradesh, Guyaral, Famil Ny o
Karnataka,
Mahurashira,
(Irixsa
Rupesevd & Rajasthan, Assam, Haryana Punjab
Mustard Utitar Pradesh
Sovahean Madhya Pradesh
Sugarcane Bihar Andhra Pradesh |
Haryana,
Kamataka,
Mahamashira,
Uttar Pradesh
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gf"f”" Gujarat, Haryana, | Andhrs :
ol Tamil Nadu Karmatuka,
Mﬂdh:m Pradesh,
Maharashirg, Punjub
Assam, Bihar, 4—- —
"Jﬁ:"{_ West Bengal Hihar
’_‘_,..;-"’_ Muharashtra Himachal Pradesh
-‘J‘" Uttar Pradesh | Himachal Pradesy
Waﬁﬁ{kl‘?&? stidy (2001} based on tast of cultivation data,
pis 60 fo
'[rhlfjl"‘ . Priority states for iﬂm‘l:::ng national nverage yield of crops,
__,.a-—r_ Target growth Priority statey Percent share
Per cenr of priority
states in wotal
Crop area
— 235 BH, OR,AS, WH, Up &%
whea 12 UP,MP, BH, RJ 68
Sorghum 1.36 MH, KN, MP, AP 52
pear-millets 043 R Ly,
waise 200 BH, Up, MP. RS ]
L‘k{cﬁpﬁﬂ 4.34 MPQ R UP MH e
Pigean peu 428 MH, GJ, KN, AP.MP 72
Groudnil 251 AP GJ, KN, MH T6
pagesend & AMustrd 211 R, TP, MP, WH 74
Sﬂj‘ﬂh‘dﬂﬂ L1 h"“:'q, RJ 33.
Catlan 378 MH, GJ, KN, RJ, AP 74
Sugarcane .07 UP 51

Vot AP . Andhm Pradesh. AS: Assam. BH: Bihar. GJ: Gujarat. KN: Kamatoke.
MP : Madhya Pradesh, MH: Maharashtra, OR: Orissa RJ: Rajasthan.

up :

Uttar Pradesh. WB: West Bengal.
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Review Questions
=

I. What is the growth-rate to be aundlned in agriculiure, nccording 1o Natlong

Agricultural policy 20007

2. Whut was the index of agricultural production in 1999-2000 wit, 194, By ll.’;u
ay

the hase?
3. What s Rainbow Revoluion?
4. Wi is meant by Growth with Equity?
Section - B
I. Bricfly enumemte the measures 10 be adopted in the agriculursl policy,
2. What in corporate Participation in Agriculture?
3. What are the institutional stmcture contemplated in Agricultiral policy”
Section - C
1. Discuss in bricl about the New National Agricaltural policy 2000,
Camment and criticige the New Agricultural Policy,
3. Discuss about the objectives of Agricultural Policy 2000,
4. Explain the features of Vision 2020 for Agricultural sector,
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