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“Here in this country we.are no

-

- Central Goverinment governs lessiand léss until it bécomes the - |
best Govérnment, least governing: This idea sometimes strikes . -
me and 1 feel that in - this Conference . when :you will- be

discussing one item on the agenda which relatés to parties, - _ .
- perhaps your thought might'go in’ this direction and yon.may =

T

~-consider how and to what extent th

alised in thi

nonwealth Parlisment Conference,

s COunLry we-are now. giving some sortof a triatby - . -
..’ revivingour panchayats, that is'to say, ourvillage associations " -
- Which will represent the- village, and although: we may - - f
- | congratulate ourselves on'the faCZt'-.tl__iat‘We'hrgé;..try'iqg- torevive .
. -these panchayats, -I,hmj'nqtl‘sprqifxv;e-lgfavg.fa-clegr.-:_qphcéption'of i
. what these 'panchayétpjax_‘;ej_ expected to do or what they are
expected to achieve: I would’ s@g‘ge’st that- this .would be a
.- fruitful line for investigation if these panchayats could not be
‘entrusted withmore and more powerso'thatin the village itself -
much of what is needéd is done by the people there and:-the g

. er how and to v ent the reconciliation which is - -
- needed betweén the .individual' opinion ‘and. the “collective .
. opinion can be made possible or-re

—Rajéndra Prasad -~ \

I - SR E A BN U T D
. - Firgt President of India o
. *{From inaugural addressto the =" -

:New Delht, Décember 2,1967). =\ « 1+ '}
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SENSE OF BELONGING IS A.

reward in itself. The feeling of involvement

in anything great or small lends an amount of .
strength and tends to give a degree of emotional

satisfaction to those directly ‘or indirectly

associated with it. This is why they say that

_joys when shared are ‘doubled, and sorrows
halved. The pride of participation is a significant

- psychological incentive for which materialand | _
- tion pattern, blatantly designed to harm the
- interests of the tiller, the old panchayat system

monetary benefits are no substitutes..

{E PROSPECT OF MORE meaningful
.~ and larger participation of the people in
their development plans is getting. brighter
day by day as various States have started
launching massive schemes to involve common

man in the administration of local affairs. Itisa

known fact that almost eighty per cent of our
populationlives in villages. Hence it is apt that
the concept of participation should take

deeper roots there in order to grow and spread.

into sturdy branches of democracy, bestowing
real power upon the people. T
NDIA,WITHHER HISTORY of thousands
of years of civilisation, is endowed with

6 . L L

glorious traditions that make us ali proud. We

had, and we still have, in our villa ge the system
of calling people to a forum where elders and

the wise, enjoying confidence .and respect of

the community, join their heads to decide
important matters. The decisions taken by
this assembly carry weight and command and

colonial rule and the resultant land distribu-

continued to survive. It was there because the

village folk are filly confident of their own
“capabilities of sound thinking ‘and right

approach to problems. Of course, with the

- are honoured by all.”Despite long years of. =

passage of time, unscrupulous elements - -

infiltrated into the system for the sole objective -
of promoting their own. influence. Thus the i

area of activities for the good of larger sections -
of people was bound to shrink. s

' AFTER INDEPENDENCE, MIGHTY,

~ socio-economic changes have taken place.

The architects of free India saw to it that the -
" YOJANA, January 26, 1989 -
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" vestiges of alien domination were removed to
give place to a new ordér befitting an

independent, sovereign country. The -old -

zamindari system, which continued for ages,

was abolished and new land reforms were.
introduced. Industrialisation on massive scale -

and commissioning of giant power plants totally
' changed the face of many a village. Electricity,
once the prerogative of towns and- cities

N brought the light of hope to rural aréas.:

Roaring tractors, and power-operated pumps
_are now common sight in villages. New irriga-
tion schemes and chemical fertilisers are now

‘turning vast stretches of land into fieldsladen -

- with crops. The average farmer knows more
about improved seeds and better tools than
- his grand-father knew. The road links, banking
and credit facilities, the cooperatives, and the
- rising silos for proper and safe storage of the
agricultural products, are all designed for the
. uplift of the villages. The boons and blessings
- of modern technologies are happily reaching
“ryral areas, and they are there for all of us to
see. There is no denying the fact that progress
has registered its presence far and wide..

© YOJANA, January 26, 1088~ -

"YET, IT IS ALSO UNDENIABLE that the
" attempts to root out poverty have not
achieved the desired results. Inspite of the
various ameliorative schemes of the govern-
ment to bring relief within easy reach of those
who need it most, the economic condition of
large sections of people has not improved as

expected. The economists agree that the plans i

for developmerit are well thought out and
properly formulated. The financial experts say

‘that the funds are adequate. Where is then the .

snag ?. How can we- account for the dark
shadows of destitution hovering over an
increasing number of people, ‘amidst the
bright patches of prosperity ? We must under-
stand that-unless the villages, the backbone of
our-economy, are put oh sound. footing the
country as a whole would not be able to secure

_ the goal of the required progress. And, for this,

we have to bring the people of our rural areas
into the thick and thin of planning. Participation
of masses in development schemes is a must.
We know for certain that people make govern- -
ments, governments do not make the people.
B ' . —Chief Editor

7 ..
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- We lead this special Issue with an article from Shri S.K. Dey, the first.
Ministerof PanchayatiRaj in the Nehru Cabinet. The writer, whois now
in his eighties, and an engineer by profession, was picked by Nehru to
fashion and design Panchayati Raj system in this land of Shankaracharya

- and upanishads. He narrates, in a chronological order, with all the -
authenticity at his command, the events relating to the meteoric rise and
the sudden fall of the process which had ushered a comprehensive

"~ - - programme rooted to India’s own past and brought the awakening of
millions from deep, ignorant slumber. He is firmly convinced that if India

_has to grow and remain a democracy, the categorical imperative is still . :
Nehru's basic formula: the village school, the village Panchayatandthe = -

" . village cooperative. The author emotionally describes the shattering of @ S
dream which held the promise of restoring power to the people, who in his
- words “are the beggars”. The pieceends witha poetic .and symbolic
_treatment of the subject matter.. . EE

.

J'OR AGES IN HISTORY AS FAR AS ONE CAN
PROJECT oneself] one cannot escap&™a question
‘that never will relent being asked: “What is the purpose

* oflife ?”? and, “How does one travel towards it ?”” Evena
naive mind will not fail to offer a spot response: “One’
wishes to be liked and be loved”. This can happen in

- reality only when people are endowed with a thinking .

-mind and the power to act. There seems also a short-cut

+

- R ST e

ANCHAYATS ... ROOTS O

arithmatical alternative along side that most peopl'e_

-would feel tempted to pursué. It is power over the
people. But few realise that illusions can reflect but

illusions alone. Power in freedom alone can therefore be
the jnescapable pre-requisite in the life of man, if man'is_

“to be different from the dumb and mute animal. The

truth is beyond contradiction that power can generate * -
and evolve only if it is free and spontaneous. It is

©

. YOJANA, January 26, 1989



difficult to discover a pérson more than Gandhi on the
one hand and Nehru on the other in the Twentieth
Century, as critically aware of this. basic truth.

three basic institutid_ns‘

§ A NATURAL COURSE, GANDHI.DEFINED
WARAJ in his simple language as “not the
" concentration of authority in a few but the acquisi-
tion of the capacity in the many to regulate
authority: when' abused” Nehru gave the same
version but in his own typical way. It was at Lal
Bagh Garden in Bangalore while addressing a state level

.. %A national programme" encompassing nearly
200000 Panchayats snd a like number of
cooperatives across the second largest population
in the world, ¢annot stand still. It must move
forward or retreat.” o

. meeting of Sarpanches and Chairman of Taluka Board
who had gathered there to be initiated into Panchayati
Raj by Nehru himself. With the tens of thousands from
rural Karnataka waiting in pindrop silence in the

- garden, around 1958, he stated, “you are ‘a younger
people basically but I seem to be crossing the line faster
than I thought. People have been asking in repetition:
“After Nehru, who 2" I have refused to answer this il now,
privately or publicly. Today I feel tempted to attempt an
answer. You have corme here traversing long distances.

- You represent Karnataka more intimately and closely

 than all the leaders, including myself, who claim to lead

you from the top. What we are trying to de here is just the

opposite” : _ o e

“To elaborate, I must ask you, if you could divide you?
body into the thousands of parts and more  that

than mine at Delhi. Youw and your people have a tlearer-
‘instinet to discover what you rieed most and how, with the
technical and administrative staff locally at your service.
A house-that runs itself, calls for no guardian. This, if I
may say so; is my conception of what Democracy is. We
are on trial. I am naturally anxious to find out how soon
you can make the Prime Minister at Delhi totally
superfluous to your {ocal needs and problems, so that you,
the. local Prime Minister, can take over the locat
functions, leaving the Prime Minister at Delhi,
whosoever, to look after the other and wider néeds of the-
nation. In other words, the national Prime Minister is not

Hundamental to thé village; the local Prime Minister s

What is more, he functions in day to day contact with the
people whose representative he is, with the full constituency
behind him.” o

i:OmmuniI;y development programmé :

IKITA KHRUSHCHEV AND BULGANIN, the .

Soviet leaders were on a visit to India during 1954,
1 was then the Administrator of the Community Develop-
ment Programme. On me came the honour of taking
the top leaders. of the USSR across a token section
of .the programme at a distance of about 40 miles . -
from New Delhi. Rarely have I had a visitor so
tirelessly eager as Comrade Khrushchev in particular, to
collect impressions as fast ag he humanly could. After
nearly four hours of -travel and conversation, busy
virtually every minute, they were dropped at-the
southern entrance of Rashtrapati Bhavan, As my car
was ready to leave, I had the strange sight of Khrushchéy
running back from within the Rashtrapati Bhavanato
have a senience more with me on the basics of what we
had been aiming as our ultimate objective of the.

. programmes, planned and discussed throughout. “How

long do you believe .vou will take to lay the foundation

_“Every reorganised village then must have three .

compose it ¢ No, not even a microscopic fragment. .

-Therefore the body must function as an integral whole at
your command. To have this, you must have the school
- ‘that can teach you how to read and write. You must have
the Panchayais with their upper linkages. What I call
. Panchayati Raj as a system and a process, that could

guide you as regards how to, organise yourselves. You
must next have one more basic instrument to look after .
your resources, the growth and their utilisation in your
‘area. We.call them cooperatives. Every reorganised
village then must have three basic institutions—the
Village School, the Villuge Panchayat and the Village
cooperative. You will wonder where lies the answer to.
your question: “After Nehru, who™? I have come here
.under your command fo explain to you face to face what
the task is at the grossroots where you have been elected
to. That should offer you an answer more adequate than I
can offer. :

Youw.are nearer to the land and people you are to serve,
than the Prime Minister of India with the entire official
machinery at his disposal around him and around the
country. Your role thus becomes mote crucial and real

YOJANA, January 26, 1989

“basic Institutions-the Village School, the Village .
Panchayat and the Village Cooperative. You will
‘wonder where lies the answer to your question
“After Nehru, who™ ? o :

across the country of community development,
panchayats and cooperatives™, he enquired of me as we
stood outside the car. “Fifteen vears,” I replied almost
with spontaneity. “No my dear Comrade”.. came the
reply as a shot, “you will have to do itina maximum of
ten years from today, unless you wish 'to welcome a -
total retreat and be wiped off the scene, beyond the
period I have indicated. Good luck to you and your
people, Comrade”. The episode ended, We never were
to meet again. I-was left wondering. = :

E COMMUNITY DEVELOPMENT, PRO-
GRAMME had been started on October 2, 1952.

‘Panchayati Raj. followed from October, 1958 and .
cooperatives in 1960. We apprgach approximately the

9.



- thirtieth year since then.. A national programme

encompassing nearly 200,000 Panchayats and a like
number of cooperatives across the second largest .

population in the world, cannot stand still. It must move
“forward or retreat. An article, because of its character
and content such as this, can be handled. only in the.
form of a book..As a note, it cannot by its very nature, be
relevant enough. Therefore the current presentation is
necessarily not a chronological one. It is an effort
instead towards a cross section digest. -

~ "About the end of April, 1964, a call came from the
Prime Minister’ house around midnight. I found him in
- rather an unusually depressed mood. He enquired how
the Panchayati Raj institutions were, and if they could.
survive, if an attack to demolish them totally had been
made. My answer had to be a qualified -one. From-
unquestioned “Power over People”” in a number of
states, more particularly the Hindi speaking belt, onlya
beginning of “Power to the People” had begun to flow
- against the erstwhile gravitation, in some of the states

such as Maharashtra and Gujarat. Another five years -

could place these institutions beyond demolition. He
.-reacted at once. “You have no time, no time my friend, I
_-repeat.” : ' ) T

~ Thatwas the last meeting f had witha noble heartand

."a gentle mind that lent the total sanction to carry the

programme towards ‘‘Power to the People” as against

“Power over them”. May 27 And Nehru was to be no

more. With it also arrived a new age for India, of a genus

- opposite to what had been kriown as regards democracy
- that had begun
world. '

] R %

ERE CAME ALSO THE CALL OPPOSITE to
the parody on “The Tryst with destiny”. Lal
. Bahadurji came to occupy the scene vacated by Nehru.

One could breathe soon air of a different composition .

around one as well as the country in general. Dr. D.P,
Mishra, pronouncedly an ‘erstwhile intellectual of
Madhya Pradesh, came to the political scene as the
Chief Minister of this Central State of India. He had
abolished the earlier District and local Boards as well as
the Panchayats on the ples that these belonged to the
ancient times and ro longer valid in free India. Indeed,
he had enacted a new legislation instead, filling in what
had already begun to gain new currency in some-states
in the «country. One cannot speculate exactly what
transpired behind the scene, but with one stroke of the
pen he abolished not only the name of Panchayati Raj
and Sahakari Samaj but even the Community Develop-

‘ment as a new process which had already held the scene -

far longer than a decade and pronouncedly with credit

across the world, beyond expectation. He was bluntin
his reply, when asked, that he had not become the Chief

Minister to play with fancy ideas assuredly with his

compliments to Nehru as well as the host of leaders who -
had slogged to usher in a comprehensive programme

Tooted to India’s own past, and related intimately to

development of India that lay in villages through untold

ages. The. awakening of millions from deep, ignorant
slumber by itself, was an épic phe_non_aenon transparent

10

to be ‘emulated by many a land in the _

throﬁghout, amazing to the worid as a whole.
a'question in .Lok Sxiliha'_ .

' EX-P.ECTEDLY,- A QUESTION WAS PUT UP .

“FOR the Lok Sebha over the Madhya Pradesh .
scene. The author of this paper, felt stunned and
shocked as the erstwhile Minister under Nehru, as to
how & change of the kind that followed could ever flow in
theland of Shankaracharya and of the Upanishads and
the Gita. The Ministry of Community Development had
“beenthe pioneer to bring about the consultative couneil
- of the first Ministry in Parliament and its counterpart in
the states offering room for MP’s.in the committees of
the State legislatures, ‘all these in response to an

unprecedented demand from MP’s for participationin .

what had been happening in the states covering all
programmes of development that related to the rural
scene. The national wonsultative council with 150 -
~members had to be divided in'turn into three sub-
committees with meetings always-during session at .
Délhi and each sub-committee in' charge of one of the
programmes—Community Development—Panchayati
‘Raj or Sahakari Samaj. - -+ :

“Dr. D.P, Mishra pronouncedly an erstwhile
intellectual of Madhya Pradesh came to the
political scene as the Chief Minister of this Central -
State of India.. He had abolished earlier the
District land local Boards as weéll as the
Panchayats on the plea that these belonged to the
ancient times and no longer valid in free India.”

/ HEN THE QUESTION ARRIVED IT LOOKED
77 as if the whole house stood up with a volley of
- shots at the minister from evefy state, every party, as to
why the ministry, totally superfluous as a fancy, should

not be abolished at-once and not in one state alore, I -

look back to. that day now decades following the
departure of Nehru, when we are all dressed up to
“celebrate his centenary, for what purpdses I am not
- clearabout. I had been aware though of the mighty skill
we possessed as a class in the art of double think and -
double action in this yet primitive and development world. -
I'shake within myself and wonder, how I could survive a
burlesque“in the Indian Parliament. Lal Bahaduriji,
stricty according to his manner, stood up, bowsd his
head towards the speaker, proceeded back towards the
- Prime Minister's Room No. Eleven. I followed him
closely. As [ entered, 1 told him that I wished to be
relieved and forever. This was unconditional. I came on.
_August 15, 1947 as a voluntary worker in Government. I
exhausted the last resource I possessed on Septemberl, -
1956. I was asked by Nehru to. be a minister. ] had
childrenat the university to maintain. I had been an -
‘Engineer by profession with a degree of sophistication
in specialisation. Nehru had not wanted me to leave. I

remained to struggle and give all I humanly-co_u_ld.- oL
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the change

"TIME HAD OBVIOUSLY CHANGED I no
. longer belonged there. As I said this, Iremembered

‘what Khrushchev had said in 1954 at the Rashtrapati
Bhavan. Lal Bahadurji smiled and tried to laugh over
the whole matter “Dey Sahib”, he said in his
traditional -way,
professional man by character. How can you under-
stand the politicians ? They are jealous of Panditji.
"They would all like to undo not you but Nehru and all he
meant, But I know and must confess to you,  am not as
. ‘great a believer in'the village people as Nehruji was and
cannot believe as he did, that Panchayati Raj would
bring forth wisdom to run the country.” I intervened at

once and asked, “So Lal Bahadurji, you believe that a

villager can becomie a Prime Minister but he will make a
mess of himself as a sarpanch or as member of the Block
Parichayat or Zilla Parishad.” Lal Bahadurji reacted at
once and told me that T did’ not understand him
properly. The members,he said,wanted him to abolish
Panchayati Raj and, how could he collaborate in  this
 and what would people think of him doing this to the

dream of Nehru’s heart. No, he-would call a meeting of -
-the Congress Committee when the time was ripe and’

follow what the committee directed and thus avoid a
stigma on himsélf. He asked me to have a bit of
patlence, and all these- would sort out as they alwaysdo
in politics. I realised we were talking at different wave
lengths. I bade him good-bye, for the tn:ne-bemg Well, I
did not have to wait for his convenience either.
Tashkent and Providence-worked on him.’

abolition of panchayati raj ﬁinistty_
N EPILOGUE WOULD COME VERY FITTING -

this paragraph. Kamarsj, the universally
acclaimed common-man Chief Minsiter, when asked
why he had not introduced ‘“Gram Sabha”-even
“through a G.0. (Government QOrder). He asked if I
desired him to rule the state or leave it to chaos in the
hands of the people. He agreed to think this over saying
“Parkalam™. Parkalam still rules the scene, The Ministry

" of Community Development was a big lure for many. a
power broker-nearly with 200,600 Panchavats and a
‘like number in the cooperatives. When Indiraji came to

occupy the seat vacated by Lal Bahadurji, the ministry

was abolished and amalgamated with the ever prolifera-
ting Ministry of Agriculture. The staff of the Department
as it stood expanded considerably, contrary to poised

consolidation and continuing contraction as a process
that had begun in the erstwhile ministry. Now no one '

really knows what the department does in the new
~ context. A subject matter ministry cannot coordinate
other subject matter ministries. That alone accounted
for quality staff of the minimum size of the ministry in
the Indian Government. The ministry had no subject-
matter of its own but of the training of both officials,
* non-officials as well as of people and the total

responsibility of the institutions, the processes and the

pursuit of ‘subject matter ministries wherever their
programmes or personnel had been found inadequate
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“you are not a politician but a

to the needs of the mstltutrons and the people,

FTER NEARLY FORTYONE YEARS OF THIS
OVERNMENT since Independence. I feel sure

“that it can be “stated categorically without any doubt

whatsoever that for India to grow and remain a
democracy, Nehru's formula of the three basic
institutions at the village and their unions, meeting at
the centre respectwely for Panchayati Raj and -
cooperatives is a totally unalterable imperative in a non-

_subject matter ministry as it had been to start with. .

What is equally crucial is that it should receivé its -
sanction from the highest in the state.as well'as at the
cenire. Indeed, nowhere else in the world at large has

such an extensive and massive effort been made to lay

the network, institutional and programmatic foundation,
based on ‘and purring with democracy during the
centuries behind. Rural India as continuum, but with
essential urban amenities, will and can never get
_extinct, no matter what the current insane craze for five-
star culture may be . ’

As we look back with a hind sight today, the
consultative councils now are held in gaia hill stations

. during summer and near sea coasts during winters for
-more soothmg time and temper to" serve our rural

“The Mmlstry of Community Development had
been the pioneer to bring about the consultative -
council of the first ministry in parliament and
its counterpart in the states offering room for

"MP’s in the committees of the State legislatures,

all these in response to an unprecedented déemand
from MP’s for participation in what had been

- happening in the states covering all programmes

of development that related to the rural scene.”

colossus. The cooperative federation at the national
and state levels are handled as a game of musical chairs
held by common musicians w;th walight adjustment
between themselves under the aegis of the new ministry
of civil supplies. Panchayati Raj with no functions left
seriously to them, are no challenge to existing MLAs"
and MPs, or ininistries at the centre 8hd counterparts
at the states to act as interlopers on their behalf at
grassroots. All so® sweet, smooth; and simple, and
money so cheap at Nasik for the elite and the people at
the top and middle at large. No wonder, politics was
defined perhaps very wisely by a noble man as the “art -

"of who exploits whom.”

-‘amendihg' the constitution _

R%{\\; GANDHI, THE YOUNG. PRIME
ISTER of India is getting his throat hoarse and
hoarser. He cries over pilferage of money from Delhi to
the people, through' an endless chain of middle gentry-
leaving but thin air to reach the people at the end, the .
best of intentions on the part of his benign government
notwithstanding.- He is desperate to bring the collector
the mainspring of power—at-the District back to the

‘erstwhile focus the latter enjoyed through centuries.

Rajiv flies and dnves across the states to broadbase
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. the message. He 'makes single-tracked demand for
-amendment in the constitution on Panchayatl Rajasthe

basic answer,to all fundamental préblems of the land.
Even the crucial AICC session, the latest one, felt
" almost a revolution on the march towards people as the

means as well ‘as the end in this centenary year of
. Jawaharlal Nehru. :

“I feel sure that it can be stated categorically
without any doubt whatsoever that for India to

grow and reamin a democracy, Nehru’s formula of '

- the three basic institutions at the village and their

unions, meeting ‘at the centre respectwely for
. Panchayati Raj and cooperatwes is a totally
" unalterable imperative in a’ non—subject matter
ministry as it had been to start with.

Strange not even a leaf quivered, nor éven a petal -

The great party that accounted unguestionably for the

long battle of our Independence stood dumb and mute
at the call of the Prime Minister for “‘Power to the

People” to help themselves—mystenous for mystic
India. An enigma. It is as if the interlopers are the
g owners people are the beggars in Indla L :

Long time back. .maybe moments, mayhe etermty
one wishes to think of another winter morning, the sun
still on the sky radiating all the warmth during a vlslt ofa
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sunple slender man to a small town. It was Jawaharlal
Nehru on his last visit to Nilokheri. It was perhaps early
1951 as the year began. He was greeted by a, brief
address on behalf of Nilokheri through “Kurukshetra” _
then a weekly journal published by the Training Centre-
oni printing at Nilokheri. The foregoing- will' have no
meaning except in' the background of somethmg as

- sober as well as frightening likewise as a challenge asit

- was merely thirty eight years back

“"Master, Master not atone !

Master the child is, the man is yet to be. The bride has_'
nothing, She has all. , .

The ;ungle is no more: The pests- are away. The
“wilderness is @ carpet. The corn has ripened. Lo ! The
locusts. af the yonder distance. They also have @ p.-'ace

The wood stock compressed into the coal pit. The coal
pitled to the atom blast. The golden key unlocked the iron -
cage. The demon is out. T he demon is about. - '

The farhas come neay. The near has gone far. The born
" sovereign approaches the summat The serf ghdee down
_fo the bottomless abyss X v

The.dawn, the"dusk. On the merging line—in tears in
- smiles, in clouds, in sunshine—serene, the lone tower. .

Master, Master not afane ! '

333333{3{3{3{38333888%3388838%883%%3%%%3233"8'

PUNE 411026,

“INDOSWE”

DELHI & MADRAS

R

asxxaaxxxaxxxxxxxxxxxxsxxxaxx

3 YOJANA, January 26, 1939



Panchayati Raj— its validity

w

. Vasant Sathe

The niatter of immediate concern .fbr planners, economists and
politicians -is to devise ways and means to arrest the ceaseless migration

-of rural population to urban areas, says Shri Vasant Sathe. A reputed .
social thinker-and a senior Minister in the Union Cabinet, Shri Sathe has
traced the origin of panchayat system, its gradual growth, and phased

decline 'after the formation of industrial society, in an extremely
convincing and logical way. He has questioned the relevance of the old
‘panchayat system in the modern world of advanced technology and the
circumstances created by economic compulsions of present times. His

" theory is that by merely providing an elective institution to the villages, |

' the problems faced by the rural masses would not be solved and it would

amount to just a superficial exercise. He holds the view that while large

scale. economies .could be located around urban areas, small scale, -
labour-intensive units producing a wide variety of consumer items, could

_ be reasonably planned for rural regions, which in turn could help the
growth of agro-industries. This, in hi$ opinion, will be conducive to a

balanced nat;'orz_a!'. growth “and ensure definite development in all

dimensions.

i

EFORE WE DISCUSS THE LARGER

. QUESTION of revival of the Panchayati ‘Raj

-system, it is necessary to understard its origin and

the reason for its survival and prevalence over a.

long. period. in the history of our _country.

.Panchayati Raj essentially means .a body of five
. (Panch) members who were elected or chosen by
- the people’in the villages and were accepted as the

' YOJANA, January 26, 1989

leaders who would guide all socio-economic -

" activities of the village and would also be the arbitrators

and a judicial tribunal in matters of any dispute among -
the members of the community. In short, the.
Panchayat became the .democratic. self-governing

"institution of a village. Normally the learned and

experienced members of society were chosen and -
accepted as the panchas of the Panchayat. It held a sway
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: dn, almost all secular matters, although-in religibus or
temporel matters every individ_ual was governed by the
- rules of the religion to which he belonged. Even when

disputes arose and the question of imposing any penalty

" for temporal violation came up, the matter was referred
to the Panchayat. Thus; for all practical purposes, the
Panchayat was a body that regulated the life of the
community living in a village.

origin of 'caste'

JV THE ECONOMIC STRUCTURE of the village

there was an in-built homogeneous and harmonious
self-sufficiency. Traditionally a community acquired
the character of a village only when it had all the

*It is very essential to remember this economic
factor where production of cloth, iron and steel
articles, copper and brassware, leather goods,
edible oils and many other consumeér items

" which were originally produced in the village by -

the people *belonging to the traditional

avocations gotcentralised in the factories of

urban areas and the people in the villages

practising these avocations were systematically
~ deprived of the source of their livelihood.”

facilities or most of them necessary for a stable rural life .

. available in the village itself. For example, although
-production of foodgrains was the basic avocation,
simultaneously there had to be avocations such as those
of weavers of cloth, potters, iron smiths, carpenters, oil
crushers, milkmen, -tailors, washermen, goldsmiths,
cobblers, artists and priests and similar. other
categories of people working in. different avocations
. required by the society.. As a matter of fact, over.a
period of thousands of years, these avocations which

developed specialisation and as the knowledge was

passed on into families from parents to their children,
. these avocations were recognised as what came to be

established as castes. But the fact remains that to-

complete the economic stability of a village, the
existence of people belonging to most of these

avocations was an essential factorand the economy of a”

village, traditionally dependent on a system - of
barter where goods services were exchanged among ali

these avocations. As stated above, this brought abouta _

“self-reliant eonomy in a village and its stability was
_ensured by the existence of the institution of Panchayat,
where the Panchas guided the entire affairs of that
society. . :

& IMULTANEOUSLY, HOWEVER, A FEUDAL
SYSTEM of landlords, patels, zamindars and rajas’
developed over a period of centuries, who dominated -

the socio-economic-life and there used to be either

benevolent or oppressive effects .of their rules,
depending upon the manner in which these authorities -
- would deal with the pecple living inthe villages. Thelife

was disturbed whenever there were wars betweén the
rulers but, by and large, the land remained and around it
the self-reliant, self-supporting economy of the village also
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“continued in a stable, undisturbed manner from

generation to generation. On this base grew a culture

~and civilisation that has survived over four to. five

thousand years. _
- exodus from viliage -

# TIS ONLY WITH THE ADVENT OF an indusirial
society that things have started changing. The effect
has been both i the economic field and also in the .
political field. Economically, although production of
agriculture and agricultural prodace has still continued
to be based on land spread out in the villages of the
country, production of other consumer articles which
were originally done by the people in different
avocations in the village itself, slowly but steadily and
surely, came to get divested from rural economy and got

- centralised into urban pockets where manufacturing
. units and factories were established on the basis of what

is called large-scale economies and these consumer -
goods were then supplied to the consumers spread out
all over the country. It is very essential to rememberthis
economic factor where’ production of cloth, iron and
steel articles, copper and brassware, leather goods,

~ edible oils and many other. consumer items which were

originally produced in“thé” village by the peopie
belonging to the traditional avocations got centralised -
in the factories of urban areas and the people in the
villages practising these avocations were systematically

-deprived of the source of their livelihood. What has . -

happened in the villages over this period of past more
than one hundred.years of industrial era is the fact that
while the populatidn dependent on these traditional
avocations has beengdeprived of the’source of their
livelihood, they had Tio-other alternative avocations
provided by the industzial sociéty in the tural area iiself,
Therefore, they weresfortes either T migrate or to
become landless labour‘emi%*ﬁéi‘beﬁi@lly dépendent on
: L A S

“It is true that some pgop?g?ﬁgge y_an;'éad to hold
larger landholdings in a clanidesiihe manner, but
this is only in violation of the laws and not as

legitimate system. Even then it is a fact that more

than 70 per cent of the land still continues to be
held by less than 20 per cent of the people who are

land-holders in rural areas.

SRR L 2

agricultural work- provided by the landowners. But _
here also, with the growth of population, land holdings
in families got fragmented from generation to generation
and majority of landholders started having small or

-marginalland holdings, the effect of such fragmentation

was drastic on those who already had small holdings .
initially. - E : -

US, PEOPLE WHO TRADITIONALLY LIVED
_on the main agricultiiral avocation of production of
food-grains, also were reduced to hecome agricul-
tural labourers as they knew no other avocation. It
ig-a fact that after Independence, with the abolitidn of

-zamindari system and introduction of land ceiling laws,
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large tandholdings held by few rich rajas and zamindars

were abolished and majority of landholders held land .

within the limits of the ceiling. It is true that some

people have managed-to hold larger landholdings in a
clandestine manner, but this is only in violation of the
" laws and not as legitimate system. Even then itis a fact
that more than 70 per cent of the land still continues to
be held by less than 20 per cent of the people who are
land-holders in rural areas. Thus, a majority of land
holders, as stated above, are small or marginal land

" . holders, who for a substantial period in the year have

also to work as agricultural labourers. .
economic. earthquake

US THE PICTURE OF AN'AGRICULTURAL
soclety where 80 per cent of Indis's populatlor- gtilt
lives, is a picture of what one can call an “economic
earth-quake’”, which has uprooted the traditional self-
‘reliant econo'm:es of \nllages and has reduced majority
of the population living in 'villages to only one class,
namely, of landless labourers. With the passing of every
generation and the resultant growth in thé number of
families, the small and even medium land hoidmgs got
further fragmented and more and niore people in the
. rural areas joined this vast ocean of landlesslabourers

LONG WITH THIS TOTAL CHANGE in the
economic life in villages, there has been =a
simultaneous change in the polltlcal life as well. The old

rulers, the zaminders, the rajas the other feudal-

-elements disappeared even during the colonial period
and progresswely a new administrative and political
structure in tune with the industrial society came to be
established particularly after independence. A new
political system of political parties eclectgd to the
demdceratic institutions of Parliament and Assemblies

at the Central and State levels eame into being. The whole -

administrative structure, right upto the district level,
was sltered and placed under the authority of a civil
administration run from national and state levels. The
entire cadre of administrative officers, both for
maintenance of law and order as well as for collection of
revenue and other welfare activities, was conducted
through these authorities. Thus, the old feudal system
-was replaced by a new centralised administrative
- system of the industrial era.

NOTHER OUTCOME’ OF INDUSTRIAL ERA
as the coming into existence of a new class which
dominated the economic scene. This was the class of the

" . capitalist who controlled the industries as well as the
trade and business dealing with the industrial produce. -

. They in factreplaced the erstwhile feudal landlords who
dominated the economic and social life, This new class
of industrialists and capitalists, for all practical
purposes, staried controiling and moulding the living
conditions and life-style of the new society. Along with it
automatically developed a centralised work force in the
organised sector. This gave rise to organised labeur
unions and a new political force in the form of trade
union movement. of this organised labour came into
existence. With the industrial society also grew a new
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force of well educated citizens, educated in science,
technology, literature, the arts, on the basis of large-
scale education through schools and colleges and othér
institutions. Thus, a major force of middle-class
educated elite also came into existence. It is this class .
which, in essence, led the social and political
movements and provided the political and economic
structure for the new industrial society. It is this class
that was at the helm of po].ltlcal movement during the
frgedom struggle and it is again. this class which has-
‘provided the entire cadre . for governmental,
administrative as well as for pohtlcal institutions like
Parliament, assemblies, etc. It is from this class that
‘captains and managers as well as technical people were
obtamed both for the centralised mdustnes as well as
for blsiness and trade

the growmg ‘urban congestlon '

US, AS ARESULT OF INDUSTRIALTevolutlon

a whole new class of urbanised society came into. .
being controlling both productlon of infrastructure and
even ‘consumer goods, and also, for all practical
puroses, controlling'and guiding the political life of the
country. It is pertinent to note that if production of
foodgrains and other agricultural produce was not still"
reqmred to.come from the land even these wou]d have

“It is a tragedy that short-sighted politicians,
economists and planners resort to the expedient
‘measure of creating more and more industries
in these urban pockets themselves, hoping to
provide employment to these incoming, ever-.
growing teeming millions.

got ‘centrahsed. Fortunateiy, that has still remained
land-based and it is because of this that majority of our
papulation still continues to be stuck with agricultural
operations and surviving on the rural economy. But the
tragic effects have already started becoming apparent.

AVING BEEN DEPRIVED. OF TRADITIONAL
avocations in the rural areas and progressively -

@ being denied work even in agricultural operationsperse,

a large work force. of these unemployed people in the
rural areas is forced unwillingly to migrate to the urban
areas where they can at least eke out a living. Entire
families today are flooding into these: major urban
‘pockets, partlcularly of the metropolitan cities. They
are virtually living in the slums, gutters and footpaths.

The magnitude of this problem will be obvious when we

consider the fact that more than 2 to 3 lakh peoplé
migrate into the cities of Delhi, Bombay and Calcutta

every year and today nearly 40 per cent of the
population of a city like Delhi or Bombay lives in these

slums. If timely measures for preventing this distress
mlgratmn are not taken, slowly a stage will come when
-the major portion of the population of these urban
pockets would be of slum dwellers, It is a tragedy that -
short-sighted politicans, economists and planners
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- resort to the expedient measure of creating more and
more industries in these urban pockews themselves,

. hoping to provide employment to these incoming, ever- -

growing teeming millions. In this process they generate
greater concentration and congestion in these small
islands of ‘metropolitan cities, creating along with them
unhygenic living conditions, problem of transportation,
‘housing, drinking water, medical facilities and other
amenities. o

_ revival of pa‘nch_layat system

THIS, IN SHORT, IS THE SCENARIO of today’s
economic structure of the entire Indian society. It
is only in this background that we can think of the

“The tendency is just to thipk superficially and

simplistically of providing an elected institution
and making elections mandatory to these
panchayats undet:a Central law. The fact that
- Panchayat system has not succeeded and survived
mainly because of its having become irrelevant to
the " socio-economic life of the village in an
infdustrial society is conveniently ignored.”

" structure of our viilage societies and consider the
question of revival of the institution of panchayat which
“was an essential feature of a self-reliant village-economy

and mutually dependent social structure. When we’

think of” Panchayati Raj today, we are superficially

thinking only of giving political power, meaning thereby,

. that we want the Panchasof the Panchayat to be elected

- by the people in the village so’that the people of the
village as a whole may have a voice in the affairs of the
Panchayat. Earlier, traditionally what were known as
elders from different sections of the society constituted
the Panchayat. It is possible to replace them through

elected representatives. To that extent it will become

- more democratic. But the pertinent question will be as
to what power will these Panchas exercise in the day-to-
day socio-economic life of the people or the community
living in these villages. Unless this becomes clear, in our
scheme of revival of the Panchayat system, mere revival
of theinstitution would not help.and. it would be a
superficial and redundant exercise. The issue is so hasic
and big that the very magnitude of the problem scares
the planners, economists and administrators and- they
want to skirt it and. circumvent it by avoiding the issue.
The tendency is' just to think superficially and
simplistically of providing an elected institution and
making elections mandatory to these panchayats under

. a Central law. The fact that Panchayat system has not
succeeded and survived.mainly because of its having
become irrelevant to the socio-economic life of the
village in an industrial sociéty is conveniently ignored
and it is being felt that merely by providing an elective
institution, the problems of people living in village can

- be solved: I would like to quote here the observations of

Pandit Jawzhaflal Nehru, -In his speech entitled -

*“Crossing the barrier of poverty” delivered in 1958. He

" gaid: :

-~

- . “Ifleft to.normal forces under the capitalist ;system, the
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poor will get poorer and a hagdful of rich richer. It is
true that the state will intervene. From the riches of the
rich it will provide the poor with education, health, .
housing and other amenities. But such interference
does not solve the basic difficulty of.a system which
widens the gap” : '

He further stated that tl'ln‘e role of planning was-
“‘essentially a process whereby we stop these cumula-

tive forces at work which make the poor poorer and start

a new series of cumulative forces which make them get
over that difficulty. We have to stop the cumulative
forces which make rich richer and we have to start the
cumulative forces which make the poor to get over the
barrier ‘of poverty”. In other words, a programme of
alleviating poverty of the people at the grass-rodts level
cannot be effective unless measures are taken to stop
the accumulation of weaith in the highest class of the
society. S '

mgemriti_ng lelf_-‘télihnce

US, WHILE IT SHOULD BE CLEAR TO ALL
concerned that in the revival of the Panchayati Raj
system it will be imperative to think in terms of reviving
the économic system of self-reliance in the rural areas,
we can still think in terms of providing a structure of
administration, which indeed would provide and facilitate
the revival of such a self-reliant economic and social -
polity in the rural areas themselves. In modem
industrial society, it would not be possible to make the
village as an economic unit of self-reliance based on
traditional avocations. We will have to think of a larger
unit and the best decentralised unit for economic -
growth that wouid be a district in today’s political and "
administrative context. The idea of Panchayati Raj
essentially is based on the principle of involving the
people themselves directly in the management of their .

.affairs because it is the people who know best what their

problems are, what their priorities are and what could
be the best solutions to suit their requirements. If we
make the district as a centralised unit of democratic

‘self-administration by creating the institution of Zilla

Parishad through elected representatives from village
panchayats, then village panchayat as a basic unit will
become areality. This Zilla Parishad at the district level
should, for all practical purposés, have all ‘the powers of
a district government, hath for economic development -
of the entire area in the district and also for political
and administrative governance. Modern technology
and scientific development make it possible to establish
industrial units to produce practically all essential

. consumer requirements in the district itself. We will

have to take a calculated and positive policy decision ' -

-nationally as a government to ensure that all consumer

goods which are capable of being produced on a -
decentralised and labour-intensive small-scale basis,
must essentially be produced in this manner and all-
production of such articles on centralised basis will
have to be deliberately banned. It is a fallacy to think "
that goods cannot be produced on decentralised basis.
Modemn technology makes it possible to produce

.practically every consumer article of high standard in.
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industries ran on smail‘scale ‘sector, It ix posmble to

have machines and tocls operated with electrical power

to produce all these articles, even on decentralised
-basis. The idea must be to provide employment. for

.productwe purposes of producmg goods and services.

required in the rural areas thémselves. It is only such
productive work that can provide the purchasing power
to the people in the rural areas and can thereby create
an economic market for the vast population living in
' rural areas. When this demand i§ generated for this
economic market, production should also take place in
the rural areas themselves to ‘meet this demand. 1t is
only then that a decentralised and balanced growth of
our entire population will take place. Then alone will
. political decentralisationas the district level and further
down to the Panchayat level will become a reality.

" C decentralnsed d:sparsal

T SHOULD BE POSSIBLE as a matter of natlonal
planning to decide that industries which by their

very nature, like production of infrastrucutre inputs .

such as steel, heavy equipment and machines for plants,
fertiliser, cement, aluminium, construction “of power
houses .and dams or productior of railway . engines,

' aut;omoblles,shlps heavy earth*movmg equlpments like .

*.

. R &'- ;«-
bulldozers, tractors, cranes, and aeroplanes, defence
equipiments such as tanks, and such other art.cles,

.. which by their very nature have to be produred in
“factories set up on the basis of econcmy of scale—but

very - large number of ctonsumer’ items which are

. required for day-to-day living, to provide the necessities -

and to improve the quality of life of the people, canand-
must be produced only onlabour intensive, decentralised
basis, particularly for a country which has as such alarge
population spread over the entire area of its land mass.
Such a decentralised dlspersal in consumer industrial .
sector can also help the growth of agro-industries whi%h
by their very nature can be best located in the rural -
areas and can help in augmenting the production of
consumer food articules, such as dairy products,

- poultry or fishery, horticultural products, vegetables .

and other items like beekeeping, sericulture, medicinal -
herbs, etc: Thus the. entire Guality of life in our rural -
areas can be changed. Decongestion. of our urban
centres can and will have to be taken up as a positive

- measure, This will not only ensure balanced growth of

our nation, but will also prevent the growth of a highly
distorted and exploitative socic-economic system,
which today is threatening not only economic but also
our social and political life, and in turn, the very

integrity and unity of our country. 000

' “It is a fallaey to think that goods cannot be . v
produced on dencentralised basis. Modern '
- technology makes it possible to produce practlcally . _
every consumer article of hlgh standard in : Ca _
- ¥ industries run on sma}l-scale séctor. It is possible e S .

: to ‘have machines and tools -operated with -
« . . . electrical power  to produce all these artlcles, .
C ' "B even on: deeentrahsed basis.”

%
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~ Is Panchayati Raj a futile phantom ?

'V.R. Krishna Iyer =~ -

»

A great legal luminary and a legislator of extensive experience, Justice
Krishna Iyer knows the pulse of the people. In this article, he has given
a thorough analysis of the causes of decline of the Panchayati Raj
system, and his verdict invites attention of that section of our people °
“which has deep concern for the development of the country. Justice Iyer
~ bases his thesis on the major premise of constitutional compulsion to
“invigorate village units of government operated by the popularly elected
- members of the weaker segments of the grassroots society. He believes
that once it is done, true democracy would blossom in India. He has

great faith in the genius of the rural masses when he says, “the-vast :

- reservoir of human.resources in our rurt_il regions is- the real wealth of
talent in making India Indian and Indians realise swaraj through

gramraj.” Coming to a logical conclusipn, the author tells us that the * -

vibrant wheels of village panchayats are the proper mechanisms of the
country’s rural development. Because, ‘plans should no longer be
imposed from above, but must involve those who have to live with them.”

IE HUMAN ESSENCE OF GOVERNANCE by

the people is the reality of . participative

- opportinity the humblest can command in the processes
of State Power. Quctational validation of this

" democratic proposition from Lenin, Lincoln, Gandhi
and other leading humanists of the world is abundant,

‘And the soufce of State Power and the beneficiaries of

its exercise being.the people their supremacy as the

sovereignisa Cateéoﬁcal imperative of modern politiéal-
systeins, So it is that our founding fathers built the .

constitutional edifice on the bedrock of “We, the K

People of India.” This phrase.is not phoney sentiment

nor evocative incantation byt the constitutional

fundamentalof democratic decentralism. Politicswhere
man matters is the paramount principle. Indeed, even
the great Charter of the United Nations emphasizes the




worth of the human person and his fundamental

- freedoms and the root rule of a Republic is the quantum’
and quality of the right of the small citizen in
influencing the affairs of Administration. Where
_nearly a billion humans are a country's demographic
immensity, where language, religion and culture divide
and diversify the nation, where the eomplexities of
modern government and the enormity of global
problelms are beyond the ken and reach of small men
with limitations of comprehension, it ig inexorable
political dialectics that systemic mutations must be

: wrought to enable _lesser groups in little circles to play
- their part as engineers of self-government. A giant

. machine operated by file-logged bureaucrats illiterate
about humans and obsessed about rules and political
egoists drest in a little brief authonty will reduce the
rural dweller to a paper partner in the mysteries of a
‘mighty regime. Accountability of authority,

: responsiveness of ‘responsible’ governments to the

“Politicy Where man mdtiers is the paramount
principle. l.ndeed.eventhegreatChaﬂerofthe

United Nations emphasizes the worth of the

buman person and his fundamental freedoms and
the root rule of a Republic is the quantum and
quality of the right of the small citizen in influericing
the affairs of Administration.”

voice of the populace and the effectnreness of control by
the lowly villagers assumed to be illiterates of the
mammoth operations, natiofial policies and
incomprehensible legislations are currently minimal
and largely confined to those polluted, periodic,
poht:wal floods called general elections where the little
.man, with a little pencil,makes a little mark on a little
" paper in.a little booth and loses his relevance until the
' next ballot battle revives his micro-importance. This is
‘mockery of democracy, the opium of self-government.

- That is why ‘power to the people’is teasing illusionand. --

promise of unreality unless full-blooded decentralisation

of the Power Process becomes integral to the con-

stitutional order. If India lives in her villages, as

Gandhiji has conetantly reminded us, the villager can.
never be sharer in State Power if we do not so-

~ restructure the instrumentalities and their operational

. methodology, as to allow the rural, ‘backward’ sector a
seat at the wheel. ‘All Power to the Soviets’, as Lenin
envigioned it, and Power to the Pancheyats, as Gandhiji
desidersted, are the political expression of democratic
dynamics, the social manifestation of home rule at the
- base. Pyramidised power, concentrating its-control in
the hands of those who rule from the tower, alienates the
vil]age oommumtlee who. are the real India.

babels of powerless power

WARAJIS Mle\GE SOLONG AS Panchayati Raj’

is sentenced to suffer living death. True democracy

- blossoms inIndia only when the monopolists, cornerers,

i rackegeers of State Power at the Central and provincial
'levels—the mafiaso and megalomaniacs. of politics—
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agree, by constitutional compulsion, to invigorate village
units of government operated by the popularly elected
surrogates of the weaker segments of grassroots society
and endowed with such powers and authority, legisla-

_tive, executive and judicative, as may be necessary to

enable them to function as people’s administration

- without bureaucratic inhibition or genuflecting bhakti

towards the ministerial divinities or vanishing cream of
bossist politics. Art40 of the Constitution is not a pious
hope or paper dope but a pnncxple fundamental in the
governance of the country’, free from any dependencia
syndrome and functioning as the developmental toolof -
the nation at the village level. The dynamic
jurisprudence and developmental jurisdiction of

. Panchayati Raj have had a cinderalla saga of local self-

government in Gandhian om.mtry even after Independence.
‘Tees January' is a tragedy of many poignant dimensions
one of which is the deliberate disinclination to trust

_village India with the power to administer and to .

function as the basic units of self—govemment The.

phoney homage to the faith in the people is confined to *
. harmless tiibutes but never extends to functionally

vibrant, developmentally oriented , power-sharing

microcosoms of State with autonomy, authority and *

accountability in the trinity of sovereign instrumentalities

— the Executive, Legislative and Judicative—limited
to levels conditioned by pragmatic realism. Today
Panchayate whiere they exist, are futile phantoms and
precarious creatures, pathetic pictures of village babels. .
of powerless power, have no decentralised democracy,

‘have minor executive minions bossing it over the

elected members with bureaucratic self-importance.
They are superseded at pleasure by State Governments

for political -allergies disguised by legal pretexts. .
Anyway, no one takes Panchayati Raj seriously,

regardless of ideology. Who will part with the alcoholic

habit of State Power as minister ? Karnataka and West . -

Bengal have, however,-experimented with truth in some’
measure in this field but an objective evaluation, free
from Party ‘baloney, needs to be undertaken before
saluting them for small beginnings. Rural development,
national integration and patriotic participation in the
country’s progress along a secular socialist direction is’

" possible only - if Gram Panchayat culture, without

political reservations, is imetabolised into'the system as

“a fundamental 1mp'erat1ve No plenary panchayat, no

people’s democracy; is a militant axiom. Command and

‘tontrol from the Capital must be an anathema.

Institutional justice to local self-governing units is basic
to decentralised democracy, the core of our economic.
heritage. Then why is this desideratum denied; this
Gandhian creed crucified? The corrupt appetite to
cornef power and the unhappy apprehension that the

“dialectics of panchayat politics, with its own popular
' dynamics, may shift, in certain regions, power from the -
‘State Party to the Opposition. What Republic is stable
if it is built on sandy foundations of Parties lost in the

blood feud for Power for themselves ? Party for the .
People, if subverted by the doctrine of People for Party,
gives short shrift fo Development geared to the
participative processes of constructing & new social, .
economic and political order to the ‘eternal tenants of
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an extortionate system’. That system of.centuries
which, thro' feudal and colonial ages, has held the
pariahs of our social order prisoner, must be liquidated
and an oxygen tent of social justice and development
tryst installed by transfer of Power l:o the proletanat in
each village. :

- benefits of mass"partic_ipation.

-E PRAGMATIC PHILOSOPHY OF miniaturised
participative ‘democracy, where man—every man,

woman and child—matters, is the comerstone of

dévelopmental dynamics. Says Paul Harrison:

“The idea) of participation is gaining much wider
currency in all spheres. There is a growing consensus

“If India lives in her villages, as Gandhiji has
constantly reminded us, the villager can never be
sharer in state Power if we do not so restructure the
instrumentalities and their operational methodology

as to allow the rural, ‘backward’ sector aseat at the

wheel.”

that development can be accelerated if the energies
and resources of the people are mobilized, and that
-the poor have a basic human right—hitherto denied
them by unequal power structures—to take part in
making the decisions that affect their lives and
livelihoods. This idea was incorporated in the
International Development strategy for the United
Nations' Second Development Decade, adopted in
October 1970, which affirmed that ‘every effort will

be.made to secure the active support and participation -

of all segments of the populauon in the development
process
{The Third World Tomorrow p. 36)

OREOVER THE IDLE VILLAGER sunk in -

espair, is the devil's workshop. He has the energy
and the will and the right to contribute his patriotic
mite. Give him the creative milieu. Writes Harrison :

“The potential benefits of mass participation are
immense. Participation ‘in implementing - projects
reduces their cost by .mobiljg
resources and free human energy. Participation in

. decision-making provides planners with much better -
information on people’s wants and dislikes. It helps-

‘to avoid the kind of disastrous errors, failures and
white elephants with which the history of develop-
. ment is littered, usually because thé supposed
~ beneficiaries were not adequabely consulted.
Participation in productlve enterprises is increasingly
" -fostered by way of service or producers’ cooperatives.
In this context it can boost morale, increase

productivity and reduce negative and destructive -

conflicts between managers and managed, from go-
slows to sabotage. In many places the poor live in a
state of paéswe inertia because of their total power
lessness in the face of entrenched elites; this inertia

- affects not only their involvement in public life, but -

infects even their famlly and home life. For these
. people participation-is an educative process. It can
give them confidence for the first time in their ability-
to control circumstances instead of being controlled
by them. By broadening the base of decision. it
reduces the chances of development strategies being
adopted which benefit only a small minority, and -
hence improves the chances for.the adoption of the
new egaliterian and poverty oriented approaches.”

(Ihid. P. 36:37) *
panchayats—hotbeds of factlons-

SOMEWHAT SUBSTANTIAL OBJECTIO'\' to

elected panchayats with financial, judicial and
administrative jurisdiction is the deep and die-hard
factionalism: in our villages. Village feuds, - caste
conflicts, political clashes and violent communalism
mar the co-operative exercise of governmental
functions. Misuse of funds, feudal oppression, denial of
equal opportunities for women, terror against harijans
and girjjans and subversion of elections are pathologically

" pervasive in the countryside. While in many parts of

India this sombre apprehension is a gross exaggeration,
in large parte ~f “he le~d the potential for such anti-

‘democratic forces undermining panchayat programme is

real To getwomenands C./8.T. members elected, reserva:
tion of seats is justified. To overcome village factions is
a tough proposition but that cannot be a ground to
abandon popular government. Nor is communalism,
undeniably operational, an argument of substance. Of

" course, pressed to its logical conclusion this same

reason was  used against giving Independence tc
Indians.- Do we not have frightful political, communal
factions in public life? How about corruption on a

_ macro-scale 7 And yet, we are moving forward, though
zigzag, as a nation. No valid reason to reject grassroots . -

self-government exists.. Surely, there will be graft,
favouritism, nepotnsm, casteism, plus plus Even so,

ing unused local.

. “To-day Panchayals, where they exist are futile

phantoms and precarious creatures, pathetic
pictures of village babels of powerless power, have

_no decentralised democracy, have minor executive

minions bossing it over the elected members wlth
bureaucratic self-importance.”

.the parliamentary process.
remarked:

t.hese experiments with untruth will eventually open the
political eyes of the populace. The ultimate judge of
who should govern, whether at. the Panchayat or,
national level, is the people, maybe ignorant, illiterate,
parochial or unwise. Is not the Prime Minister,or for

_that matter the Chief Ministers, the leader of a Party

furiously opposed to the Opposition and sometimes

illiterate vis @ vis their portfolios ? But thatis the risk of
Bernard Shaw once

“Democracy substitutes election by the mcompetent
many for appointment by the corrupt few".

At the lloor level, there may be cmdrt;es, savagvenes, feudal,
} Y_OJANA, January 26, 1989



" strategies and naked attacks. Worse happens at higher - I'

levels but with strategies and tactics more deadly, more
corrupt, more concealed. But once you involve the

common people in the art of government at the base of

the pyramid the gains are great, the pohtlcal activisa:
- tion immense, the broadening of available cadres for -
. Tunning the Adnunwhatonmhcalandﬂwsﬂang&enmof
the democratic su'ucmre s:gmﬁcant.

AGREE'WITH PAUL HARRISON that local.

participatory democracy is a big step forward:

“To overcome village factions is a tough proposition

- but that cannot be a ground to abandon popular

~ government. Nor is communalism, undeniably

operational, an argument of substance. Of course, -

" pressed to its logical conclusion this same reason

- was used against giving Independence to Indiahs.
Do we not have frightful political, . communal

. factions in public life ? How about corruptnon ona
macro-scale ? And yet, we are movmg forward,
though zigzag, as a nation.”

-

“Elected village and district ceuncils were given a
voice in development planning and in choosing
several types of grassroots worker. What happened
“was that the largel landowners used their patronage
and pull to win places on these councils, and
proceeded to use. their new powers {o allot extra
privileges tc themselves. Any paid positions,  for
example. would naturally go to relatives or clients,

Real community participation can only exist where
_people have common interests, where everyone can
. expect an equitable share of the benefits of develop-
ment and everyone has access to sufficient land or

othermeans of earning a livelihood. So redistribution |
of land, assets and income may he a pwcondmon of -

meanmgful community pacticipation.’

{ibid. P. 298) :

T OFTEN HAPPENS THAT'I‘HE ELECTIVE process.
has concealed snags unless suitable safeguards are built
in against village mafia capturmg Panchayat Powei‘ Let me
quote Hamson agam '

““To fo]low the ‘Western model of representat:ve
democracy in grossly umequal societies is to irivite
domination by economic elites. In a polarized society a
representative will usually only fairly represent people

whose interests he or she shares. Council members who

* are landlords can only be fully relied upon to represent
the interests of landlords. The 2ebras of the poor

- countries all too oftert electlions to represent them, and -

when they do they can only expect to be eaten.”
(Ibid. P. 299)
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release of untapped resources

[NITIAL DIF'FICULTIES may be real, but will

wear away as people’s conscicushess rises t.hrough

experience. On the other hand participation in rural

development through Panchayat mstrumetrt.aht:es
releasés untapped resources;

“ Pa‘.rticipation reduces costs and mobilizes the most
‘valuable of all underused resources: human energy
and creativity. But participation also implies
grassroots democracy in the workplace and the
community. As 4 minimum it must mean that plans
should no longer be imposed from above, but must
mvolve those who have to live with them.”

(lbld Pr344)

IN MY OWN EXPERIENCE AS A MINISTER long -

"years ago confirms my conviction that when panchayats -
are entrusted with performance of developmental prrojects
whole vﬂ]agves are afire with ent.hus:ssm.

WER TO THE PEOPLE MUST BE translated

" into decentralised circles for responsible exercise
by competent representatives. So arises the need for accent
on efficiency and responsibility in the elected managers. We

- may spell out the requn'ements of choosmg Jocal candidates

with aptitude, mtegnty, ‘service antecedents, social
commitment and experience in human affairs and institu-

* tional control. True, these printed principles are shot down

bymelomLfeudalmaﬁnmmanycases.Butmal
locomotion gathers momentum thro’ democratic, thro’
traumatic, struggles. The allied problqm of factional

" stranglehold over village life, suppressive forces excluding - -
‘the weaker gender and sector can be overcome partly by - -

legislative safeguards and also by mobilising and militantising
these exploited classes supported by progressive political
elements. Unless we conscientise the people thro’
.waves of demopratlsatlon, we will be lost. We can’t be

fatalistic and give up the fight thst reform is futlle Inthe

- Shakespearian lines:
-

“The vast reservoir of human resources in our rural
regions are the real wealth of taleni in making ll:ldla
[ndian and lndums realize swam thm gmmm;

- “The fault, dear Brutus is not in our stars,
But in ourselves, that we are underlings™

fJutius Caesar)

A quantum jumj: to village self-government may not be

.easy. But better late than never.

E NEXT SPINAL ISSUE IS ABOUT the area

of State Power which may be entrusted to the
Panchnyats. knowing their limitation and the need to fit
into the overall scheme, Should we charge these rural
organs of limited goverhment with functions legislative,
judicative or executive? Should they be more than

talkmgshops"Shouldtlwybebareballotexemses_
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bereft of consuucnee right to administer ? Should some

| legislative powers of local relevance be vested if they .

are' best exercised at that level with local colour,
. pragmatic adaptations and revisable when tested by
" suitability—but within the parameters uniforinly

' - applicable to likKe institutions ? Should judicial power, -
" with sufficient safeguards. against partisan abuse and
likely legal illiteracy of the members, be within the -

- jurisdiction - of Panchayati justice? Should limited *
police powers be enjoyed by it and if so, how should co-

! E “ordination, subordination and operational co-operations
* . within the larger framework of law and order, criminal

investigation and prosecution be worked out ? Many laws
can be best implemented and cases under them tried,
even investigated at Panchayat level, if only we have faith
in common people and.do not suffer from snobbery
syndrome The Jury system in the UK. and the U.S.A,,

the People’s Courts in the U.S.S.R. are examples.
May be, block level panels, some legal literacy courses,
. qualiﬁcatjons and disqualifications may be statutorised.

- “The Gram Panchayats shall be -entrusted with the -

dispensing of justice, no separate Judlclai panchayats

"are necessary. The poor peasant need not go out of his -

village, epend hard-earnéd money and waste weeks

and months.in towns on litigation. He can get all the

necessary witnesses in the village and fight out his own
- case without being explmted by lawyers. When
intricate points of law arise, Sub-Judge from’ the
Taluka, or District could come down to the village and
assist the Panchayat in deciding difficult cases. The

Sub-Judge shall also act as guide, friend and

philosopher to the ignorant villagers by acquamtmg
_them with the laws of the State. Such a judicial system '

will not onlybe simple, prompt and cheap but alsojust

because the details of civil criminal cases will be, more
or less, open secrets in the village and there shall be
_ hardly any scope for fraud and legal ]ugglenes
' Gandhljl-Han]an 22- 7 1946. _

the reliable rural genius

VELOPMENTAL PROJECTS, CATEGORISED
by principled pragmatism and helped with
appropnabe expertise, may well be left to popuiar

creativity and participative roles. The fundamental .

assumption, of course, is that given the freedom to carve
+" out multi-dimensional local self-government, our rural

genius will measure up to the challenge. In an elitist -

atmosphere where .'it is fashionable to exaggerate
. villagers’ weaknessesand urbanites’ abilities;it is easy to
sell the sophistries of Doonocracy -and scuttle people’s

democracy. This pathological perception has to be .

© fought by a massive movement debunking the thesis of.
" blue collar, white collar and other apparels and
: mcamatlons. _ -

“Full many a gem of purest ray serene
The dark unfathom'd caves of ocean bear:

Fu!! many-a flower is born to blush unseen, .
And waste its sweetness on me desert air.

Some village-Hampden, that with dauntless breast
The little tyrant of his fields withstood, -
Some mute inglorious Milton here may rest,
Some Cromuwell guiltless of his country’s blood. ™

—Thomas Gray

The vast reservoir of .h'ut_nan resources in our rural
regions are the real wealth of talent in making, India
Indian and Indians realize swaraj thro’ gramraj.

IRD - WORLD = COUNTRIES, -AFTER:
CENTURIES of desperate disabilities, feudal and
colonial, are now struggling to level up through historic
efforts at national development. “The purpose of
development should not be to develop things, hut
develop Man” (Cocoyoc declaration). Westernization
dominated the thinking and efforts of developing
-countries, development agencies and the models aid
donors offered. The developmental elite gladly fell victim -
to the highly centralised, terribly industrialised pattern
and plans, In India, Delhi became the decisive centre of
developmental ‘projects where decisions were taken, .
experts operated, bureaucrats sanctioned and politicians
spread the message of the' giant wheel of progress, but
soen disenchantment came because the people found

“Mahatma Gandhi himself became an anachronism
because he stood for a people’s model at the village
level. Gandhiji foresaw the pitfalls of developments
centred round cities and large scale industries, with
mass production, massive pollunon and total
alienation of the common people.” :

they were irrelevent, the specialists having taken over
what was good for the countryside. Mahatma Gandhi
himself became an anachronism because he stood for a
people’s model at the village level. Gandhiji foresaw the
pitfalls of developments centred round cities and large
*scale industries, with mass production, massive pollution
and total alienation of the common people. He also
warned against the dangers of urban development at the
cost of all the villages where the people in their numbers
lingered and lived. -

“We have to make a choice between India of the

villages that are as ancient as herself, and India of the

. cities which are a creation of foreign domination.
Today the cities dominate and dram the v1llages S0

~ that they are crumbling into ruin.” :

(The Tlm'd World Tomorrow-By. Paul

' Harnlon-P 17

‘

pr.oper mechamsm for progress

NDHIAN TECHNOLOGY WAS VILLAGE
centred using' local talent and material; local

- monitoring and supervision and local passion and pride in
peérformance. For him every village was to become a self-

~ goveming and self-sustaining economy run on democratlc

part:clpatoxy lines by a Panchayat. -
: (Contd. on pagc 31
YOJANA January 26 1989
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o Two | alterhative 'appl_joaches

Jyoti Basu

) A reordering of the distribution of land and other productive assets in
. ruralareas of West Bengalhasledtoa perceptible growth in agriculture
and cottage and small scale industries, says Shri Jyoti Basu, Chief

Minister of the State.In his article, he asserts that the emphasis on land

reforms is.nol a mere exercise in charity, but essentially a productive

move based on hard evidence of superior performance on the part of working
peasants. The Chief Minister points out that the cost of development
schemes implemented by the Panchayats.is significantly less as compared
to the cost.of the projects executed under conventional procedures. The

. reason behind this remarkable fact is the avoidance of contractors and

- the supervision of Panchayat members, he explains. He anticipates that .
the West Bengal proposal to allocate fifty percent of annual plan
expenditure to district and block level would be a precedent which may -
be followed by the entire couniry in future. In this article, the Chief

" Minister also refers to the Mid-Term * Appraisal of the 7th Plan

presented by the Planning Commigsion in support of his conclusions.

ERE CAN BE TWO ALTERNATIVE

APPROACHES to the Panchayati Raj, and these

-are related to twb alternative approaches to rufal
development planning. T .

N ONE ‘APPROACH: TO RURAL development
planning, we may choose to begin by accepting the
‘existing unequal ownership distribution of land. In

N T, PRI . i
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other words, we may choose not to" 1ake effective

‘measures on land reforms. If we choose tc do that, we

shall be close to the present national scenario on this*’

_ issue, for, despite 4 few statements of good intenfions, -

no serious attempt seems to have -been made' to alter

- this unequal distribution of land holding. The resultant,

persisting, inequality in the ownership distribution of
land has been noted in the Mid-Term Appraisal of the
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Seventh Plan by the Planning Commission itself. It has
been mentioned, for instance, that according to the

latest information avdilable, for the country as a whole,
only 28.8 per cent of land is under the ovmershlp of
small and marginal farmers and the remaining 71.2 per

cent of land is owned by bigger fanner;/(see Chapter 2

- of the Mid-Term Appraisal). As a conSequence, in this
strategy, the planning for production has tended to be
viewed through the eyes of landed gentry in agriculture.
There has been, as a result, also a tendency to adopt
technology which is overly capltal based with
inadequate absorption of labour force in production,
causing unemployment and insufficient generation of
purchasing power. of the common people. That such
- technelogies can indeed be labour-displacing has again
- been noted in the Mid-Term Appralsal of the Planning
~ Commission (Chapter 2, P 32). = -

.-unequal access to assets '

IS IS-AN APPROACH' WHERE the basnc
priorities of planning are not in favour of the common

people. The priorities are centred around pethaps the

top 10 per cent of the rural households. In such a
‘'situation, without land reforms and therefore, with an
extremely unaqual access to _the production
assets, there is a propensity on -the part of the.
ruling power not to hold the Panchayat elections
(incidentally the
held for about 15 years before the Left Front
Government came to power in 1977) or not to hold the
elections under democratic conditions.. In such a
situation, evenifthe electipns are held, the Panchayats
often get dominated by the more affluent class in the
rural areas.. The Panchayat Raj under this approach to
planning can not have a représentative character,

reflecting the. interests. of poorer classes in the rural

. area. The common people in the rural areas cannot
truly get involved in the activities of such Panchayat
Raj. If, then decentralisation of planning is falked about
through the Panchayats under this approach it cannot

o
“This emphsasio on land reforms, it may be noted,
is not any exercise in charity, but is essentially a

productive move on the basis.of hard evidence of
superior production performance on the part of.

working peasants,”’

be .any effective grassroots decentralisation with
participation of the common people at the base level. It
may then only amount to decentralisation on paper and
to mechanical disaggregation of schemes, without the
. true participation of the common people at the base

"~ level.

rec%‘rdermg dlstnbutlon of land

N WEST BENGAL, FOR THE LAST ELEVEN
years or so, an alternativé approach to rural
development planning has been pursued. Within the
limitation of the existing socio-economic structure,
thrs alternative approach begins hy trying to reorder the
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existing distribution ofland and other prodﬁctive asoe‘ts
in rural areas towards a more equitable situation. This
approach, therefore, begins with land reforms.

IS EMPHASIS ON LAND REFORMS, it may be -
noted, is not any exercise in charity, butis essentially

a productive move on the-basis of hard evidence of
superior production performance ori the part of working
peasants. In “this context. we may mention, with

modesty, some of the advances that have been madeiin -
recent. years to give our State the front, position in the

country in the sphere of land reforms Of the total .

Panchayat ' elections were not:

'[‘here has been, as a result also a tendency to

- adopt. technology which is overly capital-based
- with inadequate ahsorpt:on of labour force in .

production,  causing .- unemployment and
insufficient generation of purchasmg power of the

common. people i

agricultural land distributed through land reforms in
India, nearly 20 per cent has been contributed by West
Bengal, although in the total agricultural land in our

country, the State’s share.is less than 4 per cent. With -
the implementation of land reforms, in West Bengal,
according to the National Sample Survey data, nearly
60 per cent of thé total land is owhed by the small and~
marginal farmers as against the national figure of 28.8
per cent as owned by the small and marginal farmers, as . -
has already been mentioned earlier. In other words, an
objective situation has been created in the State where
the problem of agricultural planning can be looked at

‘from the standpoint of the poorer working farmers.

choice of appropnate technology

N ORDER TO MAKE THE LAND REFORM
measures effectwe, it is essential to support these
measures with the provision of non-land inputs, suchas -
irrigation, implements, manures and fertilisers, and
infrastructural facilities, particularly . credit and
marketmg In the provision of all the these non-land
inputs, there is a question of choice of appropriate .
technology involved. Here, in this alternative approach,
as a result of land reforms, this choice can now be more
meaningfully viewed through the eyes of common

- working farmers. ‘The working.farmers are endowed:

with labour power and there is in rural areas often a
relative abundanee of local resources. The socially
appropriate choice of techology regardmg all the non-
land inputs in this alternative approach should there- .
fore be.one which should be modern and; it the same

time, make efficient and improved use of labour and
local resources. Such a choice of technology not only,
provides a better relief to the problem of unemploy-

‘ment, but also creates more purchamg power for the

common people

EP]NG THIS DIRECTION OF' APPROPRIATE
chnology in mind the emphasis in the sphere of
u‘ngatlon,one of the most important of all the non-land
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inputs, has been placed in the State in recent years on

extension of minor irrigation facilities. Along with that,
emphasis has also been placed on extension of -field
*channels under major irrigation projects. It is primarily

on the basis of land reforms and this extension of
irrigation facilities, together with the provision of

fertilisers and other inputs, that it has been possible to

increase the State's agricultural production significantly”

“in recent years. For instance, the total ‘foodgrains
production of the State increased from 74.53 lakh
tonnes in 1976-77 to 96.26 lakh tonnes in 1986-87,
which was not. only a record production for the State,
but it also included in itself rice production of 84.63

- lakh tonnes which was the highest level of rice.produc-
tion among all the States in that year. Even in the year

1987-88, despite severe floods in 12 out of 17 districts, .

it has been possible to exceed the previous year's
production of foodgrains and reach an all-time record of
102 lakh tornes in the State.. o

Along with this increase in production, there has also
been in the state an increase in recent years in the
average wage rate for agricultural workers, the average
daily rate, cash and kind together, increasing from

about Rs. 5:60 in 1976-77 to more than Rs. 14 inrecent
years. In some of the districts in South Bengal, the

average daily wage rate has even crossed Rs. 20.
. growth of cottage industries

IT 1S IMPORTANT TO NOTE THAT as a result of

this progress of agriculture through emphasis on a
technology, which uses labour and local resources and
tends to generate some purchasing power for the

common people, there has been a related growth of -

" cottage and small-scale industries which are linked with
agriculture and which produce mass consumption
goods-such as handloom products. Over the iast ten
years, growth of registered small units has been
significant in the State—from a figure of less than 1 lakh

in 1976-77 to the present figure of about 2.5 lakhs.

In recent.years on average, about 14 thousand of
new functioning small units are being set up per yearin
West Bengal, with additional generation of employment
of about 80 thousand each year. In addition to small
scale industrial units there hasbeen a significant growth
of handloom industry over the last ten years, where the
production has gone up from around 20 crore metres in
'1976-77 to more than 40 crore metres in.1987-88. The
growth of small scale industries needs to be supported
by growth of large industries—an issue to which we are
not referring in this article. '

HEN.THE PRIORITIES OF PLANNING are

¥ thus placed in favour of the common people,
particularly with effective impelmentation of land
reforms, choice of more employment-generating

“technology, and attempts at industrial growth through -

generation of purcliasing power among the common
people arid in terms of a wider base of small producers,
an objective condition is created for involvement of the
common people in the precess of planning. It is with this
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objective of involvement of the common people in an
organised manner in both formulation and
implementation of rural development programmes that
the Panchayat elections, which had been stalled in this
State for about 15 years,were held in 1978 after the Left
Front Government came into power. These. elections -

-were then held with regularity of five years in 1983 and

then again recently in_1988. After the Panchayat
elections data were obtained on the class background of

‘the members who got elected to these Panchayats. It

has been found that about 85 per cent of them have

“come from small farmers and below. .

increasing responsibilities

T I8 THESE PANCHAYATS, WITH THEIR.
pro-poor. character and with the common rural
people behind them, that have been given increasing
responsibility.in the planning and implementation of
the major rural development programmes in our State.
To begin with, the panchayats were involved in the land

" reform measures in detection of benami lands, in their

distribution to the poor farmers and in the recording of
bargadars: This was followed by the direct involvement
of the Panchayats in the planning and implementation
of the Food for Work/the National Rural Employment

" Programme “and now also the Rural Landless

Employment Guarantee Programme. The responsibility
of implementation of the Integrated Rural
DevelopmentProgmmme——idenﬁﬁcaﬁon of beneficiaries,

“In general, it has also been noted from our
internal surveys that the schemes executed by the
Panchayats cost significantly less than technically
similar schemes executed through the conventional
procedures, primarily because of savings on
account of avoidance of contractors and the
supervision being voluntarily performed by the
Panchayat members.” ' : : :

‘selection of schemes and monitoring—has also been

given primarily to the Panchayat Samity, which is
supported by the block level staff under the guidance of
the District Rural Development Agency (DRDA).
Integrated functioning of the DRDA and the Zilla
Parishad has been ensured by involving the Sabhadipati
and the concerned members of the Zilla Périshad as
Chairman and members respectively of the DRDA
along with the District Magistrate being involved as the
Vice-Chairman: In addition to these programmes, the

- Drought Prone Area Programme, schemes relating to

minikit distribution in agriculture, small irrigation,
social forestry, rural water supply, rural housing and
several important schemes on Scheduled Castes and
Tribes and no cottage. and small-scale Industries
have been brought under'the direct responsibility ot
the Panchayats. -

+
OR CARRYING OUT THESE RESPONSIBILI-
TIES, the Panchayats at all the three levels have
been provided with staff support, including technical
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.persénnel and this total establishment cost is borne by
the State Government. There is also a regular arrange-.

ment for auditing of all expenditures incurred by the

. Panchaya:«. Further, itis mandatory on the part of each
GGram Panchayat to hold regular public meeting to
discuss ‘with the general people about the seleetion of
schemes and also present in public the budget for th
year, ‘ -

better coordination in planning

IE PERFORMANCE OF THE PANCHAYATS .

in all these programmes has been noteworthy. In the
field of land reforms, performance of the State, already
noted, has been made possible in'no small measure by
the participation of local common people through the

Panchayats. The same kind of participation has played’

a significant role behind the success of implementation
of the Food for Work/National Rural- Employment,
Programme and the Rural Landless Employment
Guarantee Programme in our State. In'the Final Report
of Evaluation grganisation of the Planning Commission,
. it has been observed . that the involvement of
- Panchayats has led to a much better coordination in the
planning and implementation of the programme'in West
Bengal. The report has further stated that in West
Bengal “the Viilage Panchayats call the meetings for
preparing schemes for the villagers and the priority of
works was also decided in these meetings””; In general, it

has also been noted from our internal surveys that the

schemes executed by the Panchayats cost significantly
less than technically similar schemes executed through
. the conventional procedures, primarily because of
savings on account of avoidance of contractors and the
supervision being voluntarily. performed by the

Panchayat members.  The involvement ‘of the -

Panchayats in - the Integrated Rural Development

Programme in a similar manner has ensured people’s -

- participation, and, in the process, acted as an insurance
against machination of unscrupulous touts and
middlemen. In a recent NABARD sample study on the

implementation of Integrated Rural Development -

Programmes in the 15 States of the country, it has been

brough out that there was no case of wro
identification of ; beneficiarie_s. in the districts of

-

West Bengal. It has also heen observed by the same

- study that the “association of banks staff and Gram'

Panchayats in the identification of poor families, as .
as’ has been done in West Bengal, may ensure
that the benefits of the programme go to the deserving
persons” The sample study also indicated that the

- percentage of beneficiaries; who crossed the poverty-

line, was the highest in West Bengal except Punjab.

ITH THIS CONFIDENT RECORD OF per-
‘ formance of the Panchayats in our State, we had.
taken four years back a new step towards decentralised
and coordinated plannirig at the district and the block
level by involving the common people through the .

-Panchayats at the grassroots. For this purpose, the

District Planning Committee and the Block Planning -
Committee have been constituted in each distriet and in”
each block of 4 district, by bringing together the-
Panchayat members and  other relevant elected
representatives and the concernied officials of all the
departments at the respective levels, and with the Zilla
Parishad Sabhadhipati as the Chairman and the
District Magistrate ‘the member-secretary of the '

" District Planning Committee and the Panchayat Samity

Sabhapati as the Chairman and the Block Development
Officer the member-secretary of the Block Planning
Committee. . : :

‘Boru THE pisTRICT AND THE BLOCK

Planning Committees ‘are being supported by
additional administrative and technical staff’ With
general guidance regarding priorities and financial
allocation from the state level, Block plans are
formulated in the Block Planning Committee by co-
ordinating the Panchayat schemes and all® the
departmental schemes at the block levels .and then
these Block Plans are integrated into the District Plan -

-with a comprehensive_perspective for the district as a

whole. It is now anticipated that nearly 50% of -the

annual plan expenditure in our State will henceforth be =

decided at the block and at the district level. This may
be an important.beginning for the entire country in the -
formulation of plans in a decentralised manner by

0  involving the cominon people through the democratically
~elected Panchayats. (][] =] )
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“It is with this objective of involvement of the
common people in an organised manner in both

~ formulation and implementation of rural develop-
ment programmes that the Panchayat elections,

which had been stalled in this State for about 15

. years. were held in 1978 after the Left Front

Government came into power.””
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. E_duc'ation?e:ipansion will help,
~ strengthen Panchayati Raj =

PV 'Narasiﬁaha Rao -

dn a brief, illuminating article that follows, Shri P.V. Narasimha Rao,
- Minister of External Affairs, has very carefully established a close link
- between education and rural development. We have a massive man-
power in our villages. Due to one factor or other, this human resource
remained a victim of ignorance, illiteracy and superstition. To bring
them out of this fog of inertia, to mobilise this vast resource, education is
© the most effective impetus. As the author has rightly put, the history of
~ India shows that knowledge has always been shared. With lires of
- commuynication reaching remote areas of our -vast land, there is a
- growing constiousness in our villages today that knowledge is a
productive resource which is inevitable for any process of development.
He is.of the firm view that Panchayati Raj institutions must be
strengthened because they alone represent the will and wishes of our
people. ’ S - : S o

L

around which the'éntine' fabric of socxal énd.eéondmic'

"THE VILLAGE PANCHAYATS.IN INDIA have been _ |
activity of the village rested. From Vedic times to the .

the pulse beat of our democracy since the anciént times.

These Panchayats were the custodians of India’s village

corporate life. Nothing was too small or'too great in the
entire range of human activities to be covered under the
" umbrella of ' these instiutions. A Panchayat normally

- consists of five wise men of the village belonging to different, -

sectors of rural society but with the passage of time ‘the
- number has not remained sacrosanct. The Panchayats
~served as the -backbone.of our democratic institutions
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beginning of the British Rule these Panchayats looked after
our villages and their requirements. With the advent of

industrialization the village corporate life disintegrated. In

the highly ceniralised British Rule ‘the

Panchayats received a set back. -
ER INDEPENDENCE the  National Government

undertook a comprehensive development and welfare pro--

institution of °




- gramme through the Five Year Plans in order to solve the basic

problems of poverty and developing the creative. geriius of the’
village people. The Constitution of India, in its Directive .

Principles, included the establishment of Panchayati
Raj Institutions. |

democratic decentralisation

N JANUARY 1957, the Balwant Rai Mehta Committee
was appointed to sustain the utility of local initiative and

create institutions for the improvement of social and™

economic conditions in rural India. The Committee
submitted its report to the Union Government on 24th
November, 1957, It suggested that decentralisation of
. responsibility and power to levels below the State was an
urgent requirement. - Accordingly the Committee
recommended “Devolution of powers to a body which will
" have entire charge of all development work within its

jurisdiction — the Government, reserving its functions,

. guidance, provision and higher planning and wherever
necessary provide extra finance”. Pandit Jawaharlal
Nehru accepted these recommendations and named

these inatitutions as *“Panchayat Raj”. There are today

2,06,987 Gram Panchayats, 4043 Panchayat Samitis
and 340 Zilla Parishads with 73 Municipal Corporations
functioning. in the country— the largest democray in
the. world. o

' STATE OF RAJASTHAN was the first to launch the

Panchayat Raj on 2nd October, 1959, Andhra
Pradesh followed in November, 1359. The Panchayat
Raj institutions  were launched in Maharashtra
on lst May, 1962, During the last 15 years these
institutions have not only maintained the ancient
democratic and developmental traditions but have also
moved to even higher goals of the welfare of one and all.
The dynamics of development through Panchayat Raj
Institutions as district government and the principles of
democratic decentralisation has come to stay. The
system of Panchayat Raj is generally a three-tier
structure of the local self-government at the village,
block and the district level. The States are, however,
free to make the changes in the structure to suit local
conditions. All Panchayat Raj bodies are originally

linked up. Special representation on these bodies is

given to backward classes, women and co-operative
societies. :

rural progress through education

E NATIONAL POLICY ON EDUCATION, 1980
which has been approved by Parliament has also
focussed atterition ‘on the role of the, Village Education
Committees and the involvement of voluntary agencies
including Panchayati Raj Institutions for the fulfilment
of the targets of Universalisation of Elementary
Education by 1995 and eradication of illiteracy from the
land by the same year. Para 10.8 of the document
clearly states: *“Local communities through appropriate
bodies will be assigned a major role in the programmes of
school improvement.” I

JPara 10.9 FURTHER ELABORATES that non-
"~ government and voluntary effort including social
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activist groups will be encouraged subject to proper
management and financial assistance provided. At the same
time steps will be taken to prevent the establishment of
institutions set up to commercialise education.” It is
important to ensure that those at the top of the educational .
pyramid are among the best in the world. The cultural well

" springs of our traditions had taken good care of both ends in

the past; the skew having set in with foreign dominationand

" influence, it should now be possible to further intensify the

nation-wide effort in hunian resource develpment, with
education playing its multi-faceted role. Decentralisation
and creation of the spirit of autonomy for educational
institutions is the Key-Note of the management structure of -
New Education Policy. ,

sharing of responsibility

T HAS BEEN PROPOSED in the Programme of

tion-1986 that the Village Education Committees
will take care of not only the educational development
of the village but will also be entrusted with the
responsibility of maintenance of school building,
checking drop-outs and ensuring that the teachers take
the classes and the students attend them. In'the coming
years the Panchayats will be the fulerum of human
resource development. In a country where financial
resources. are 'scarce, human resource development is
the only answer. There is-growing consciousness in our
villages today that knowledge is a productive resource
which is central to the process of development. Itis time

that our villages became recipients of modern

knowledge and relevant technology is transferred from
Urban to Rural areas in keeping with our democratic
traditions. The history of India shows that knowledge
has always been shared. Even constitutionally
education is a Concurrent Subject. Concurrency
implies a meaningful partnership, a happy sharing of

“The system of Panchayat Raj is generally a three-
tier structure of the local self-government at the
village, block and the district.level. The States
are, however, free to make the changes in the
structure to suit local conditions.” -

responsibility. Under this new responsibility it is
inevitable that the Panchayat Raj Institutions must be

strengthened, because they alone represent the will and

the wishes of our people. It is these institutions which
had maintained our traditions and value systems. It is .
only through thede institutions that our cultural and
constitutional commitments will be realised. It is the
Panchayats which will create’ a climate of hope and
development and cast off the climate of frustration and
pessimigm. As Prime Minister Shri Rajiv Gandhi has
pointed out that programmes evolved from above do

_not work and cannot be effectively implemented. The
- Eighth Plan, he said, would be evolved from Village

Panchayats and not from New Delhi.“The future plan
will come from the bottom upwards.” fu](m){m]
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Pa_richayati Raj_emalady and rem,edy'.

Dr. M_alcolni S. Adiseshiah

An eminent social thinker and an ecoriomist 0f extensive experience, Dr.
Adiseshiah has raised some pertinent questions relating to the basics of
Panchayati Raj, in the following article. He points out that under the
.existing constitutional arrangement, the state government is responsible
o no authority for what is happening. or not happening at the village
level. The author suggests that wide-ranging agrarian reforms are
required to be introduced in order to make Panchayati Ray as effective
instrument for the total uplift of rural masses. Comparing the results of
the Panchayati Raj elections held in Karnataka and West Bengal, the
author establishes his point that land reform is a pre-requisite for
inyolving the majority of the households in the village in any drive foran’
- all round rural development. Analysing the failure of Panchayati Raj in

various states of the country, he comes to theconcluston that the lack of a
political will to_decehtralise power and financial anaemia are the two

main reasons. The author, while concluding the article, has quoted at
length the vtswn that Mahatma Gandhi projected of the gram swaraj
~which was ‘to be attained by educating ﬁe masses to a sense of their*
~ capactty to regulate and control authonty

HY HAS PANCHAYATI RAJ CEASED TO
exist over three fourths of the country ? They exist

in only 5 States—Masharastra, Gujarat, Andhra Pradesh,
. Kdrnataka and West Bengal. One simple and straight

answer is that the lndlan Constitution does not refer to

this level of government, except as it were in passmg, in
Article 40, and makes no obligatory provision for.the
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holding of panchayati raj elections as it does for '

.elections -of State Assémblies in Articles 168-172, or

Union Parliament in Articles 80 to 83. If Article 172
did not exist, elections to the State Assemblies will also
be non-exlstent. even with that obligatory provision, .
Article 356 is used to supersede elected legislatures

. and Article 365 (d) is amended to péstpone the holding




of State elections. It is therefore not surpnsmg that

Panchayati Raj elections, which have been made a_

voluntary decision of the States, have not been held, for
some or all the 3 tiers, for 10 years in 17 States and 20
years in 7 States Just as the Union Govetnment is
- tempted to, and does to a large extent, centralise as

much power as it can for itself vis & vis the statesf butis -

prevented to some -extent by the Constltutlo_n laying
down the areas for which the States are exclusively
responsibie— List IT of the Seventh achedule— so too

the State governments not bemg bound by the

Constitution either to hold panchayati raj election or to

‘respect the powers, not as yet earmarked for them, to -

run the local government and local affairs as it likes
through its officials. The State Governiment is responsible

to no authority for what is happening or not happening ‘

at the villagé level. This means that the way out of this
first obstacle of the moribund panchayati rej is clear.
That.is for the Constitutionsto be-amended to (a)
earmark the functions and powers of the three-tier
panchayati raj institutions {(the. Balwantrai Mehta,

Ashok Mehta Committees have clearly set forth the

areas of their functions and responsibilities) and (b)
provide for periedic elections, preferably every b years,

to coincide with the Union and State electaon, poss;bly .

as envisaged in Article 243 (0)-(g).

making p{mchayatl raj real

It is important to realise that to superimpose the two
constitutional changes proposed above on the exiéting
_socio-economic rural structure mll simply - transfer

. “The purpose of Panchayati' Raj is to provide the

. mass of the villagers with livelihood, literacy and
health facilities. The RBI all-India debt and invest-
ment survey over 3 decades 1961, 1971 and 1981

.shows the skewed rural assets distribution, with
the bottom 39 per cent of rural households owning

- §.per cent of all assets, while the top 5 percentown .

46 per cent.”

" power from the Union or States well-to-do elites i:o the
rich rural elites. The purpose of Panchayati Raj is to
provide the mass of the villagers with livelihood, literacy

and health facilities. The RBI all-india debt and invest- -

ment survey over 3 decades ending 1961, 1971 and 1981
shows the skewed rural assets distributions, with the
bottom 39 per cent of rusal households owning 5 per
cent of all assets, while the top 5 per cent own 46 per
cent. NSS surveys, and the Agricultural Census confirm
the increase in marginal land holdings and landless
labour househiolds. In this mtuamon to hold panchayati
raj elections will be to benefit the well-to-do farmers, as
in the case of the Karnataka Zilla Parishads elected

_*For instance in agricutture which is wholly a state subject, the Union

. Plan share is 39 per cent of total Plan resources in 1987-88: in vilizge

and small industries shother state subject, the Union share is 46.47
per cent, in rural development 54.02 per cent, in social and women's
welfare 79.02, and in family welfare 100 per cent.

chairmen {Adhyakshas)’ who were 33.3 per cent
Lingayats owning 20 to 100 acres of land each, and 22.2 -
per cent vokkaligas owning 20-40 acres each. This -
contrasts with West Bengal where land reform was

carried .out, which meant that 75 per cent of the -

chairmen and members of the 3-tier structure of 46,000
elected members were small and marginal farmers.
Hence a se¢ond essential for Panchayati Raj to function
s0 as to benefit the majority of the households in the
village who own or opérate small and marginal farms
and who are landless labourers,is first to implement the
agrarian reform legislation (ceilings and tenancies)
which are on the books, but which are- successfully
bypassed and eroded. '

Base for decentralised planning

One of the problems faced by the country, accountmg
in & major part for its maldevelopment—massive poverty,

increasing unemployment, growirig inequality along

with the social lstks of illiteracy, ill health, infant:
mortality, lack of safe drinking water, rural roads and

- electricity—~is the system of -planning that we have

adopted— the top down model. Way back in 1952 Nehru
warned that we had to start with the top down approach
in the First Plan, but soon we had to develop a
procedure so that “people may feel that the plan is
something that has beenevolved withi their cooperation,

-and that they are responsible forits success™. After ‘two
“General Elections, he realised that democracy with

universal adult franchise does not throw up a pro-poor
government. Looking around Parliament, he saw that
instead of small farmers and landless labourers who.
comstitute 90 per cent of the rural people being elected
through adult suffrage, the elected representatives

wore well-to-do large and medium farmers: So¢ he
turned to the panchayats and wanted them to be drawn
into the planning implementation of the Plan-(letter to
chief ministers—28 September 1958). If the first 2
desiderate are met—of elected panchayati raj following
agrarian reforms— then only can the panchayati raj -
institutions develop realistic local plans, of which the
state and national plans will be the aggregates, and the
panchayati raj will be willing and effective executors of .
the Plans that they have formulated.

the malady and remedy
._P'anéhayati .Raj today - suffers from two : basic

maladies. First the lack of a political will on the part of
state governments and legislatures to decentrslize

power in favour of the people and their representative

at the loeal and village level. The sbcond malady is the -
financial anaemia from which they are made to suffer.
Of these two ills, the financial lack is second in
importance, for it can be corrected by vesting the
panchayati raj with the power to tax, in pddltxon to
earmarking their rightful share of state and union funds.

‘The more serious problem is the act of delegation.

which, can onlv flow from an honest and sincere .
commitment fo. the ideology * of democratic
decentralization—which is the Gandhian ldeal of village
Swaraj. .
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bhnchayﬁ;i raj. as village swaraj

. If the above preconditions are met, Panchayati Raj
“will usher in village swaraj, which addresses itself to

basie guestions, such as the basis of political conflict iy
- structural terms,to which Gandhi addressed himself,
rather than to our preoccupations-with superficial.
issues of institutional management, panchayat

~ “It is the masses who have to attain swaraj. It is
neither the sole concern of the moneyed -man nor
that of the educated classes. Both must subserve
theirl'interes‘t in any scheme. of swaraj. I hope to
demonstrate that real swaraj will come not by the
acquisition by a few but by the acquisition of the
capacity by all to resist authority when abused. In
other words swaraj is to be attained by educating
the masses to a sense of their capacity to regulate.
_and controel authority.’ : C

-

finances, -the conilict. between the administrators and
politicians, supervision and coordination in.panchayati
working. Panchyati raj requires allocation of aréas of
authority as well as earmarking financial resources. But

" these are subsidiaries and ¢onsequential to the basic

issue. And so I end with Gandhiji's vision of village
- swaraj: “It is the masses who have to attain swaraj. Itis
neitherthe sole concern of the moneyed man nor that ef
the educated classes, Both must subserve their interest

m any scheme of swaraj: | hope to demonstrate that reat
swaraj will come not by the acquisition by a few but by
the acquisition of the capacity by all to resist authority.
when abused. In other words swaraj is to be attained by
educating the masses to 2 sense of their capacity to
regulate and control authority” (Young India 29.1.25),
“My idea of village swardj is that it is a complete
republic, independent of its neighbours for its own vital

wants, snd yet interdependent for many othersin which. . .
- dependlénce is necessary. Thus every village’s first

concern will be to grow its own food crops and cottonfor -
its cloth. It should have a reserve for its catile
recreation and playground for adults and children.

Then if there is more land available, it will grow useful ™ .

crops, excluding ganja, tobacco and opium. The village
will maintain a village theatre, school and public hall. .
This can be done through controlied wells or tanks.
Education will be compulsory upto the final basic
course, As far as possible in every.activity, there will be
no castes such as we have today with their graded’

. untouchability. Non- violence with its technique,

satyagraha and non-cooperation will be sanction of
the village community. There will be a compulsory -
service of village guards who will be selected by rotation -
from the register maintained by the village. Govern-

* ment of the village will be-conducted by the Panchayat

of five persons, annually elected by the adult villagers,
male and female possessing prescribed qualifications.
These will have all the authority and jurisdiction
required””. (Harijan 26.7.42) Wiil Panchayati Raj be
pérmitted by us to return to these basics ? [@]([@]@]

Y

 (Contd. from page 22) ,

“Indian independence must begin at the bottom.
- Thus, every village will be republic or Panchayat

having full powers. It foliows, therefore, .that every -

village has to be self-sustained and capable of
managing its aﬂ'anrs e _ L . .
“In this structure- composed of innumerable villages,
there will be ever-widening, never ascending circles.

- Life will not be a pyramid with the apex sustained by
the bottom. But it will be an oceanic circle. whose
centre will be the individuat always ready to perish
for the village, the latter ready to perish for the circle
of villages, till ‘at last the whole becomes one life
composed of individuals, never aggressive in their

arrogance but ever humble, sharing the majesty of-
. the oceanic circle of which they are integrel units.””

— Gandhifi-Harijan 22-7-46;

-“In the wue democracy of India. the unit was the

village. Even if one village wanted Pachayat Raj, .
“which was called republic in.English, no one could -
- stop it. True democracy could not be worked by -
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twenty men sitting at the Centre. it had to be worked
from below by the peovle _ol‘ every village.”
—Gandhiji at the Prayer meeting, Now Delld 6-1-1848:

“Small is beautiful” is the Gandhian model and is a
matchless gospel for development of Third World
countries. This Gandhian concept fascinated Schumacher
30 much that he once calléd Gandhi the greatest
economist of the century. The inevitable conclusion from
the irresistible logic of decentralised developmental
technology is that.the vibrant wheels of village Panjayat
are the proper mechanisms for India’s rural develop-

_ment, All else is phoney verbiage. Qur tryst with destiny '

to wipe every tear from every eye can never be redeemed
except through community development. Community
development is but verba] balderdash if Panjayati Raj is

not activated and made ‘operational. : '

UCH A CONSTITUTIONAL VISION of India in

economic locomotion must inspire  Panjayati Raj,
not by the grace of the State Legislature but by the
command of the Constitution itself. What is now:
relegated to Art. 40 as a pious wish must become a
necessary and integral part of the Constitution in action.
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- Govind Narain =

Here is an article from one, who has held top administrative posts
during his long. executive career, and was deeply involved in the
implementation of Panchayaa Raj in its initial years. Shri Govind
Narain, retired ICS, gives us a detailed account of the introduction of the
concept of the Panchayati Raj in rural India after Independence, its
growth in phases and the gradual decline. He says that after the passing
away of Jawahar Lal Nehru, who was the fountam head of strength for.
this rural development system, the critics got the awaited opportunity to
mount-an attack on it. Having first:hand experience of working . among
- villagers for their uplift, the author has a deep insight into their psyche.

" His assessment of the rural masses is that among them there are natural
leaders who command instinctive afféction and respect of their folk. Hé
concludes saying that as people are the real masters, they should have an

effecnve voice through clean and healthy, institutional forums.

T[E RECENT EMPHASIS BY THE Prime Minister

n the institution of Panchayati Raj brings to my
mmcl memories of the last 48 years. In 1940 .1 was
appointed District Rural Development Officer
besides other assngnments. During those days of the
British Raj, rural
sideline of the work but it was thrilling to be in touck
intimately with the villagers and talking“to them
. informally about their problems. Agnculture.naturally.
was the broad base but that was not all— I faced the

‘naked reality of misery, poverty and utter neglect of .

 those who feed the whole nation—rural indebtedness,

fragmentation of holdings, bonded labour, landless
- labour, complexities and insecurities of the tenure of
the tillers of the soil were all serious hurdles in any effort
toincrease product:on. There was hardly any orgamsed

32

.development was only a minor -

system for the supply of the essential inputs or of -
scientific kinowhow. The atmcities-a_nd-coerciye money-
grabbing tactics of the Zamindars and their henchmen,
the cruelties of the high castes towards their low caste

 bretheren and the tacit support of the administration to ,

the haves against the havenots, were the prevailing,
recognised ingredients of the Village situation. The.

.villagers distrusted the official agencies like the
‘Mukhiya, the Chowkidar, the Patwari and the village .

constable and not without good reasons. The higher
echelons of visiting minions of official heirarchies drew _
only superficial cognizance with intense indifference,
scepticism and even fear because most of them were
only agents of extortion than of succour. The mogt
distressing feature was that the bulk of the sufferers

_werve enguifed by a throttlmg feelmg of helplessness
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. Any person of sensitivity would want to do admefhings
to help and'te carry faith but the problem was how, in
the face of the vastness of a baffling situation. what

seemed to be needed was a complete overhaul of the

- political, economic and cultural environment. The
funds with the Rural Development Department were

very meagre and staff minimal. One could only meet the .

villagers and talk to them about compost making,
‘sanitation and hygiene, cooperatwes and collective
defence against organised crime. The
~ Panchayats could function only under the tutelage of

“The struggle for Independence gave the
Panchayats some voice, at least to speak out ahout
their needs and difficulties. The dawn of freedom
set in a wave of rising expectations. The village

people were ﬁndmg their feet.”

the mighty vested interests. Some Nyaya anchayats'

dispensed with elementary justice in petty disputes.
‘What was heartening was the warm and cordial
response of large numbers to any sincere and selfless
approach which could create confidence among them.
- Within the limitations of resources and higher policy
even amall initistives brought a visible ray of hope.

_ The struggle for Independence gave the Panchayats

some voice, at least to speak out ahout their needs ‘and
- difficulties. The dawn of freedom se{ in & wave of rising
expectations. The vﬂlage people were finding their féet.

primary anits of nower

would be self-generatmg and ‘self-contained, He was
interested in a system wherein the villages would
possess the means of production and cities would be
the centres of consumpt:on. He reposed full faith in the
Panchiayati Raj structure in which the village, through

their elected Panchayats, will be masters of taking their’

own decisions. Qur first Prime Minister, Pandit
Jawaharlal Nehru, was a true democrat and he wanted
the Panchayats to be strong and healthy as the primary
units of our democratic polity.

With the stimulus of the National Government
various experiments were conducted in' Bakshi Ka

" Talavin U.P. and in Nilokheri and also in some villages

" on the various mgredlents and forms of village develop-

 ment. Foreign agencies like the Ford Foundation were

. readily willing to assist in this task. After much mature

thinking and déliberations an ouline of the famous.

Community Development Programme was.drawn up. In
. the light of actual expenence, changes and modifications
‘continued to be introduced and then emerged a well
- integrated programme of action for our villages with
Village Panchayat and Block Samitis and a schematic
budget. According to the wishes of Pt. Jawaharlal
Nehru, and the guidance of Shri S.K. Dey, the
Administrator and later the-Minister-in-Charge of this
Programme, we took inspiration and advice from Shri
Jai Prakash Narain also. J.P. dreamt of an idealistic
self-governing Village Society, without interference
~from poht:cal parties, withno coercive processes but all
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Village .

decision-making by consensus, mutual understanding
and goodwill. He warned that Panchayati Raj will work
only if the leadership at the vﬂlage level works iti in t.he
right spririt.

I was appointed Development Commissioner of U.P.
in 1955, The Community Development Programme was
operatmg in some selected villages and was steadilv
gaining momentum. The fountainhead of strength,
support and inspiration was Pt. Jawaharlal Nehru, who
used to attend all the Dévelopment Commissioners
Conferences and participate actively in the deliberations.
This added great impetus and prestige to this
movement. His lieutenant, Shri $. K. Dey, used his great
gifts of intellect, engineering, untiring energy, forceful .
logic and persuation to enthuse all the workers, strengthen
the inputs of the programme in the light to experience
and establish a personal rapport from  the Chief
M:msters down to the block level.

requirements of development

* The basic structure of this programme was sound,
While agriculture and other economic activities were
the foundations, the diversity of the multifaceted
personality of the villager was not lost sight of. His
motivation was of the essence. Motivation meant-

' consultation, discussion and involvement without any
. show of authority, compulsion or imposition. With the

highest emphasis on better agriculture other needs,
requirements and wishes of the village could uot. be
ignored altogether. Even agriculture required cheap

' _ and timely credit outside the clutches of the money-
Mahatma Gandhi wanted to evolve an'economy which .

lender and Cooperative Credit Societies had.to be
strengthened. Timely inputs of good seed, manure,
‘pesticides were needed and cooperative stores could
handle these. Irrigation had to be an essential
ingredient of agriculture. Harvested crops needed -

' proper storage to avoid sharp fall in prices due to glutin

“The average l_evel of Goverhmental heirarchies

could not shoulder the responsibilities of such a -

programme with their authoritarian attitudes and

‘belief in orders and compliances. The programme .

needed a very carefully selected team of devoted

- and dedieated workers with genuine feel and love

for -the village situations. In a deliberate and
calculated manner, therefore, the programme was
not extended to very large areas.”

: ,

the mandis and cooperative stores had to be organised.

_Besides agriculture, other easy sources of income could

be the development of fisheries and poultry. Even the
milch and draught animals required proper looking

“after and their breed had: to be upgraded. Veterinary

services were essential. Approach roads to the main
roads to the markets and culverts over nullahs were
necessary. Dirty, filthy water-logged lanes and streets
of the village required brickling. Sanitary latrines and -
smokeless chulhas were needs of the households.
Children’s education and village health-care had to be
provided within easy reach. Drinking water has been a .
perpetual problem in many Villages. And what about

-
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"+ compliances.

" the community life of the village ? A common centre, a
Panchayatghar was a need. The whole village activity
had to revolve round a strong and healthy Panchayat
System. Villagers were willing to participate, to give
their time and labour but they needed a direction, a

coordinated approach and financial assistance. These

were provided by the Community Development
Programme. The focal points of this programme were

the Gram Panchayats at the village level and the Block . -

Samitis at the block level. The real leadership at the
grassroots levels was beginning to assert itself and
gather strength. aided and assisted by the extension

“A time came when photey leaders fmposed by the

political parties found in this programme a danger to
their anthority and influence and the word went round
- that some elections were lost by the ruling political party
inamaemwhichthepmgmmmewasm :

workers with their new approach and new phllosophy of
work, : .

Here we come to the crucial point. The average level

of governmental heirarchies could not shoulder the

- responsibilities of such a programme with their

authoritarian attitudes and belief in orders and -
The programme needed a very carefully -

selected team of devoted and dedicated workers with
' genuine feel and love for the village situatione. In a
deliberate and calculated manner,  therefore, the
programme was not extended to very large areas.
Emphasis was.on proper selection of the right type of

workers from the varieus departments of Government .
. and from open sources and putting them through an

intensive, well organised training. The Training Centres

. themselves needed a highly motivated and properly .
orientéd staff. To create a two-way channel of -
.communication and earn the love and confidence of the
village people were the essent;al reqmrementa for - = _ " _
“In 'lhef m:sgmdeﬂ enthusiasm” to see quick results

~ success. _ : .
- * teaching the masters

- The social education oomponent of the programme
rested on the foundation of teaching the masters about
their rights and duties in their families, in their village
- communities and in the country. There were natural
leaders in many villages who commanded the instinctive
affection and respect of their fellow villagers. They

did not believe in opportunist uuectaons ‘of easy money "

for their personal benefit but in enthusing the whole
community towards greater prosperity and larger
happiness. They had no ambition to fight for any
‘positions of authority. The authority was inherent in
. their pérsonality of selfless and dedicated service to the

- people and did not depend on any gmnmcks

 The movement gained strength and momentum and
‘'was slowly and steadily extended to larger areas.
depending on the availability of properly selected and
trained manpower. The success could be judged by the
tremendous amount of shramdan and the larger

" involvement of the people in works for their own good,.
- _including adoption of superior agricultural practices for

Fl

-

economic betterment. A time came when phoney

leaders imposed by the- political parties found in this -
programme a danger to their authority and influence

-and the word went round that some elections were lost

by the ruling political party m areas in - whlch the
programme was strong.

In the higher political cucles, the catch phrase
‘Democratic Decentralisation’ became very popular:
Pandit Jawaharlal Nehru himself believed in real power

being transferred right upto the village level. Balwant

Rai Mehta Committee was appointed and very sound
recommendations were made for sirengthening the
Panchayati Raj System. Although the report was
accepted by the Centre and the States, the political will

_ .0 implement these recommendations was lacking

because of the misapprehensions that competing
centres of influence and power will be created.

chinks in the armour -

Let it no'i: be presumed that all was perfect in the

programme in all the areas. There were failures and

shortcommgs but there was also an effort to employ
correctives in the light of experience. However,

ordered to be extended too fast to cover the whole
country. This resulted in considerable dilution i in-the
quality of the staff—rapid selections -of very’

_numbers lowered the standards. Training could not be '
' pro\nded so quickly. This became the biggest weakness
_in the future of the programme. With Jawaharlal

Nehru's demise, the fountainhead of strength was gone
and the ¢ritics of the programme got the awaited
opportunity of mounting a big tirade against, the pro-
gramme. The cheapést stunt was to say that there was
inadequate emphasw on agnculture, Thls waa grossly

everywhere, the programme was ordered to be

extended too fast to cover the whole country, This
resulted in considerable dilution in the quality of the

staff—rapid selections of very large numbers
lowered the standards.” -

untrue. Objectwe analysis will find out that the grand -

succegs of the Green Revolution could not have been
achieved unless the base—the cultivators—had. been
made receptive and responsive to new methods and
techniques 'through the Community Development

Programime. I am not at all undervaluing the great

contribution of the scientists and the agricultural

.resenrch workers,but without the willing men to adopt
the new techniques and work' them, no results could

follow.- Be that as it may, the agriculture enthusjasts

succeeded in reducing the Community Development
Programme to the leve! of an appendage and a tool of |

" the agriculture department. The fanatical enthusiasm
went to the extent of changing the nomenclatures also,

became the

The . Development Commissioners -
Agnculture Pmductnon Commissioners. The Stnte

: pressures against the programme continued to mount -
- up in the political circles, In the misguidéd enthusiasm
'to see quick results everywhere, the programme was
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* Governments found in this dembralized and debunked
Community Development’ Or Miisation a convenient

~machinery for enforcing their will ihcluding raising of
funds and helping in the elections. The moral fibre of
~ the'workers was ruined and they lost that prestige and
effectiveness. This was a great sethack for the

© Panchayati Raj system as well as the growth of leadership -

- and community feeling at the village level.

~ The Panchayati Raj institutions became almost
dormant. Without assured financial resources or any
worthwhile common programme to pursue, all the

“The moral fibre of the workers was ruined and they lost
that prestige and effectiveness. This was a great setback
for the Panchayati Raj system and the growth of

leadership and community feeling at the village level.”

initiative énd enthusiasm almost died down. Only lip

service continued to be paid to democratic decentralisa-

tion and the role of. Village Panchayats. o
: _ reserved financial resources

- With the coming in of the Janata Government at the
- Centre in 1977 a fresh. effort was made to put some
vigour and vitality in the Panchayati Raj system. Ashok
Mehta Commiitee was set up of which S.K. Dey was
. also_a member. They made a detailed study of the
situation and consulted a large number of experts and

produced a very.good report making certain revolutionary -
recommendations including statutory provision of

assured financial resources to these Panchayati Raj
institutions at the village block and district ‘levels
-along with cohtrel of the governmental machinery to
implement the programmes. The Janata Government at
the Centre was short-lived and witk its departure
" lessened the zeal for the implementation of these

recommendations. However, some State Governments -

have adopted some of the recommendations to suit
- their situations and the schemés of States like West
Bengal, Andhra Pradesh and Gujarat are being watched
with interest. A bold stheme has been launched in

Karnataka following the pattern recommended by the

Ashok Mehta Committee. They enacted the Karnataka
Zilla Parishads, Taluk Panchayat Samitis, Manda}
Panchayats and Nyaya Panchayats Act, 1983, which
received the President’s assent on July 10, 1985. After
elections, framing of rules and making various
administrative arrangements, these units at various

levels became operational.in April 1987. The Gram -

Sabha discusses and reviews all development
programmes of ®the village, selects beneficiaries
for all . beneficiary-oriented programmes
transferred to the Panchayati Raj system, plans
for local improvement, including minimum needs,
welfare and production-oriented programmes, also
including the cropping pattern for the season. The

-Mandat Panchayat is entrusted with all civic functions.

and powers and responsibility for deveiopmental and
_welfare programmes. The Zilla Parishad has the powers
-and responsibilities of an Apex Body at the District

level for all functions of the District’s development:
and welfare, Suitable staff at these various levels has.
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been placed in the control of these bodies with clear
demarcation of jurisdiction and functions and a system
of coordination. ' : Co
o _ earmarking sectoral allocation

Thie spectacular part of ‘the scheme is the devolution
of resources. The State Government has made a
sizeable transfer of financial resources from its budget
to the District sector. This constitutes for the present

‘the bulk of the Zilla Parishad and Mandal Samiti

resources. The sectoral allocation for the District
Sector are distinctly earmarked in the State budget. -
The District-wise allocation thereof is provided in a link
document which forms an integral part of the Budget
documents. The Zilla Parishad has freedom within the
national discipline of ‘“Earmarked Funds’ and
“Minimum Needs Programme” to make inter-sectoral
reallocation of the funds so transferred to'it. The Plan
provision includes a united per capita grant of Rs, 10
per year from the State budget to be shared by the Zilla
Parishads and Mandals in the ratio of 1:3 This is given
by the State Government over and above the transferred
schematic provisions. This. is intended to enable the
institutions to have funds at their disposal to take up-
activities of.their choice,

- 'This Karnataka Scheme has seen only about a y'éar of

its functioning. Undoubtedly there will be snags and

difficuities which will require to be tackled. Nevertheless - -

there is no hesitation in saying that this is one sincere.
and serious effort to implement what we have been
talking about so much, namely, democratic decentralisa-
tion and transferting administrative "authority in
development and welfare measures to the pedple upto

“The present day crisis in the country is largely that of
credibility. There are numerous stateinents from seats
of power, sometimes even contradictory, but there is big-
gap between the declarations and promises and the
actual action. There is too much mixing up of political - -

. Rnctions and Governmental functions, Poiitical leaders

in authority are nominees of the top-and thus beholden

the top and the answerability to the people is weakened

considerably.” . i ' .

. : . - . - - . _ .

the village level. This experiment is certainlv being-

w_aiut{:hed‘ﬁrith great interest and enthusiasm. :
- The present day crisis in the country is largely that of

credibility. There are numerous statements from seats ™

of power—sometimes even contradictory, but there is
big gap-between the declarations and promises and the -
actual action: There is too much mixing up of political
functions and governmental functions. Political leaders
in authority are nominees of the top and thus beholden
to the top and the answerability to the people is-
weakened considerably. This is a gross distortion of the

. concept of democracy. People, the masters, must have’
- their effective voice through clean and healthy

institutional forums, Let us build up a new structure _
from the village upwards through the Panchayati Raj
Institutions, [@lf@]w] - .
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~ Panchayati Raj—perspective
. ~and prospect -~

Benoy Krishna Chowdhury - .

' In West Bengal three Panchayat elections have already been held, and
the results showed that people’s participation has been of much help in "
. implementation of various development schemes. Shri Chowdhury, who
*is Ministrer of land reformsand panchavyats in the Government of West

- Bengal, gives authentic detdils of the three-tier local self-government

" system introduced in that State and the harvest of benefits that was

o “reaped from it. He has the belief that people are the real builders of the

" nation and the ultimate sovereign power rests with them. The author
. holds the view that if MPs and MLAs can beelected directly, there is no
“reason why an institution, supposed to look after the day-to-dayneedsof -
the people, should not be directly elected. He points out that rural masses
should not be treated as objects of compassion nor the administration
should consider itself superior and above the people. The West Bengal
~ experiment, he says, has enabled a large number of people belongingto -
- weaker sections of the community to shape their own future with greater
.. confidence. ) AR 3

VW E SHOULD BEAR IN OUR MIND, THAT our
' country had to pass througha prolonged period of
‘dependence iinder the foreign British rule. Hence, the

character of the administration, that gradually

- developed over the years, was decidedly of colonial

nature. The peoplé were exploited and gppressed and

..ROOTS OF THE REPUBLIC |

wi&e gap developed betwéén the fulér and the ruled. In.

_this  background India got  indefendence through
- transfer of power by the British ruler. oo

_Unfortunately, after _indepéndence no 3éi‘ibué
throught was-ever given to restructure the administra-

tive set-up, to close the gap that' developed over the

s
i
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years between the people and the administration of the
country and to create a feeling of involvement with the
governmental process and with the developmental
activities of the country. Even the: framers of the
- constitution did not give much’ attention . to ' it.

During the. period, when the constitution was being
. discussed in the Constitutent Assembly, Gandhiji -

enquired about what provision had been made with
regard to ‘Panchayati Ray’. Apart from expressing some

pious wish in the Article 40 of the Constitution, hardly

anything is thete. As a matter of fact instead of going in
- for establishing ‘Panchayati Raj” the Government of
‘India went in for experimenting with “Community

Development Project” prompted- by ‘American
 advisers. The imperialist countries. were also then in

need to develop marketing facilities ‘in the under-

developed eountries of Asia, Africa and Latin America
- to ststain their economy in the post-war period. -

This experiment with the Community Development

Project continued for quite a long period. But that

experiment failed.to bring in desired result. Then the -

whole matter was reviewed by “Balwantrai Mehta
. Committee” and later on by “Asoke Mehta
~Committee” and finally decision was taken to go in for
establishing ‘Panchayati Raj’. '

But even then the steps taken .for implementing
‘Panchayati Raj’ were very halting in nature .excepting
in a few States, Whay this dragging of feet ? The class
character of the administration is the determining

- factor of the political will for implementing ‘Panchayati’

" Raj.” Unless the administration can identify itself fully
with the interest of the weaker sections of the people, it
will notbe able to make any headway. in the matter, Due

_ to historical reason, the economic stranglehold of the

- bigtand owning section and their political dgminatiorrin )

all spheres of life in the countryside is-very much

prevalent. Unless we can curb this economic authority

and political don};inance to a sufficient degree, through

. proper land reform measures, the weaker sections of
the people, who constitute the overwhelming majority of
the population, will not be able to assert their right in

- the countryside. So, carrying out of adequate land
reform meausres is the precondition for establishing
‘Panchayati Raj’. - : :

~ But in most of the States I{ardly any effort had been -
made in this regard excepting in West Bengal, Kerala

and Tripura. In West Bengal, Kerala and Tripura,
households owhing more than 10 acres of land constitute

-only less than two percent and only 16 to 20 percent of

arable land is under their possession, While in other

~ States they constitute near about twenty percent and’

land under their possession is over fifty percent.
Panchayats in these States are still under the grip of the

- village vested interest. - -
| _what we ieally want to achieve

“The concept of Panchayati Rajis not to revive an age
old institution. Old Panchayats were constituted with
he_ads of groups of people living in the villages. The
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present day conception ot democratic election was not

 there. Generally heads of the groups were selected by

prevalent tradition of the area concerned and in most
cases the posts were hereditary. -

The main objective of introducing Pahchayat system
is to extend democracy upto the grassroots level and to
ensuré involvement of the people in all governmental
process and development activities. It is now accepted
by all reasonable people that no country can make
progress in nation-building work, unless people at large
come forward with due enthusiasm to actively

‘participate in developmental activities. Union and

State Governments are run through' the elected
peoples’ representatives, There is hardly any scope for-

.people’s participation at that level. But local govern-

......

ments. such as Panchayats and Municipalities, which

- cater for day to day needs of the people,can provide for

people’s participation and initiative. Hence we have to
make a break with the British concept of local self
Government, which was visualised not to confer real
power to the people but to hoodwink the people with a ‘
sham show. People’s fundamental right to participate in
the governmental process is to be recognised without
any reservation. Sovereignty lies with the people. Union

- and State Governments.derive their authority from the

““It is now accepted by all reasonable peopie, that

no country can make progress in nation building
work, unless people at large come forward with
due enthusiasm to actively partcipate in

- developmental activities.

people thrdugh-the votes of the people, All funds that

_the Union Government or the State Governments spend

comes from the people, through' direct and indirect
taxes. So it is in the fitness of things that the people

should exercise their right to owversee how the

Governments are being run, being associated in the
lower levels, where everything is being implemented,
The people should not be treated as an object of
compassion and the administration should not arrogate

" . to themselves a superior position above the people, to

dole out relief to them and thereby to oblige them with

-the expectation of compliance to their dictates as -

indebted persons. Nothing can be more derogatory to
the self respect of the people. They are the real builders .
of the nation. Ultimate sovereign power lies in their
hand: They make and unmake all governments, So

. peopl‘el- shou_ld be treated with due respect.

‘ S West Bengal experience
‘The Left Front Government in West Béngal, with this -

~conception . as  enunciated above, re-introduced

Panchayat Syatem within one yesr of its formation, with
some modification of the Panchayat Act. In West

B Bengal, the Panchayat is a three-tier system—the -

lowest level is Gram Panchayat consisting of 10 to 20 villa- h
ges,wﬂh'hnavemgepppuhﬁonof15to20thmmand

people. If the lowest unit is very small, say 1 to 2 thousand
in poulations, that will neither be viable nor effective.
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But the Gram Panchayat is divided into several con-
stituencies, according to the population so that
each village will be properly represented in the Gram
Panchayat. The next tier is Panchayat Samity (Co-
terminus with Block) with average population of near
about a lakh. The third tier is the Zilla Parishad in each
district: All these three tiers are elected simultaneously
through adult franchise. In several States only the
‘lowest tier is elected directly and the higher tiers are
elected indirectly. This can’t serve the real purpose. If

““The people should not be treated as an object of
compassion and the administration should not
arrogate to themselves a superior position above
the people to dole out relief to them and thereby
to oblige them with the expectation of compliance

" to their dictates as indebted persons. Nothing can
be more derogatory to the self-respect of the -
people. .

M.Ps and M.L.A’s can be elected directly, there canbe
no reason why an institution whith is supposed to cater
for the day to day needs of the people, should not be
directly elected by the adult franchise ? In West Bengal
" already three elections had been held—First in 1978
June, Second in 1983 May and lastly in February,
1988, In the meéanwhile, the Panchayat Act had been
further amended to make it more accountable to the -
people. Now it has been made statutorily binding on the
part of the Gram Panchayat, to conven¢ a general
_meeting of the electorate within each six month period
and to place all matters concerning the Panchayat for
their scrutiny and approval. Apart from this all funds-
. money and material-recéived by the Panchayat and the
list of the beneficiaries are.to.be notified.on’a Public
. Notice Board and to be kept there for 15:days for public.«
scrutiny. The-fund of the Gram Panchayat is to be kept
in the Bank in the .name. of Prodhan:Upaprodhan
{generally. he belongs to some other polifical party) and
a third member. selected by the Committee. The fund
cannot be withdrown without the signature of at least
two persons. Previously, fund was kept in the name-of
Prodhan of. Gram Panchayat. ‘Prodhan- of the Gram

Panchayat ean’t function arbitrarily—enough checks &

have been provided in-the Act and the tules. In. the

_ functioning of the Panchayats in West Bengal our main

" “stress is on- the grassroots level.  Gram Panchayat
schemes which involve only one. Gram Panchayat; are
entirely done by the Gram Panchayat, Panchayat Samities

“execute schemes involving more than one -Gram
Panchayats. Schemes involving more than one
Panchayat Samity and of district importance are
executed by the Zilla Parishad., As our concept isto
develop three-tier Panchayat System as ‘a full -
fledged local government;. we are conferfing more and
more power-to the Panchayat: As a matter of fact:the
three-tier Panchayat systems :are-bejng entrusted to -
implement all development schemes in their respective
areas. They are also being involved:in planning process.
From the first yéar-of the Seventh Plan, District-and -
Block-level Planning Co-ordinationCommittees had
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been formed. Now, State Planning is being finalised,
after processing through the Block levet and District level
Planning Committees. Planning from below is not just
an empty slogan now. I don’t claim that we have been
able to reach a stage of perfect functioning. [ realise how
difficult task it is. But with all modesty, I can claim we-
are sincerely endeavouring for improving the functioning ™

of the Panchayat system. Permanent assets
buili up during the last 11 years are quite impressive.
We are trying to eliminate contractors as far as possible
in executing various schemes by the Panchayat system.
Actual benefitiafies are being involved in executing
the schemes with the necessary technical assistance of
the departmental engineers. By adopting this means,
the quality of the work done has improved and expenses
reduced by fifty percent. During the last 10 years man-
days created exceeded 30 crores. This has increased
the bargaining power of the agricultural labour. Onan
average wages increased from Rs. 6/- to Rs. 15/- in the

Jlast 10 years. Several thousand kilometres of village

roads had been constructed and irrigation potentialities
extended. Food production increased from 75 lakh tons
in 1976 to 103 lakh tons in 1987-88. Potatos production
increased from 16 lakh tons. to 32 lakh tons and jute
production from 30 lakh bales to 45 lakh bales.
Handloom production has increased to a great extent.

power structure in the country-side

. Ttis found in a survey made by some professors of the
Calcutta University that out of 56 thousand elected
members in three tiers (First-election) nearly 85% have
either no land or have up to 5 acres of land. In States
excepting West Bengal, Kerala and Tripura the picture
is still oppogite. There the village vested interests are
still ruling ttie roost. ' :

“As- our- concept is to ‘develop the - three-tier
Panchayat System as a full fledged local Govern-
ment, we are-conferring more-and more power to
the Panchayat. As a matter of fact the three-tier
Panchayat systems - are -being: éntrusted ‘to
implement - all -development ‘- schemes in their
respective areas. o - '

Prof, G.K. Lieten of the University. of Amsterdamin
a recent survey in'Mohemmed Bazar Block in Birbhum
district, showed that out of 390 elected members— the
number of Agricultural labour-37, Shate croppers 21,
Small peasanits (upto 3 acres) 84, mixed-character of the
three groups-31in all 173, belong to the weaker section
and the number of the middle and big peasantsis 114 of .
which 80% belong to the middle category. So shifting in
the co-relation of force is very clear. -
“The ‘distinctive feature of the Block is its high
percentage of scheduled tribe {20%) scheduled caste
(27%) Muslim (22%). Nearly 90% people depend on,
agriculture as their main source of living. A new
awakening can be noticed amongst the weaker sections. -
Landlord ¢lass cap. no longer dare to oppress-them.

‘They are full of self-confidence. [@mi[® - -
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Distriet Planning, New Technology
& PanchayatiRaj

Dr. Yoginder K. Alagh

We have madeé a commendable héadway in technological development
- which is now being put to a much wider use for agricultural growth and

for various agro-basec industries. Dr. Alagh, Member Planning
Commission, - a noted economist, and an._ established expert on
agriculture, discusses in detail the different. requirements, including
water delivery systems, pricing . strategies, subsidies and supply of

inputs, for such a lage country as India, in the context of the 7th.Plan. He
holds the view that a streamlined research system would go alongwayin. "

 releasing the tremendous potential energy available in our agricultural
research establishments for resolving the ‘nation’s rural development
problems. He advises that alongwith the improved delivery.of land -

. augmenting resources like water, seeds and fertilizers, thought should

also be given to land reforms. His argument is that redistribution of land

to those who till it, and secutity of tenure are important preconditions to
improving the productivity of land and employment in agriculture. This, -
in his -view, is both an- organisational and political challenge. He = -
cautionsthat the problem of rural poverty and unemployment, massive
and complexas it is, can hot be solved-by onesingle strategy. He suggests
that a comprehensive development strategy ought to.be designed which
can generate stronger trickle-down effects. ‘

=

,TECII-INOLOG'ICAL SUPPORT FOR RURAL

development requires first, technology backup to a
process - of - widespread ' agricultural - growth,
“organisation of delivery systems for different inputs
along modern lines and efficient procurement and

processing of agricultural sector in fural areas. This

will have to be-organised in the context of spreading
agricultural and rural growth and employment in the
diverse conditions of the different agroclimatic regions
of India and for supporting the small peasant and
producer base of the agrarian economy. No single -
approach will work. Regions like the Punjab and -

Al
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Haryana will now have to plan for some of the most

technologically progressive agricultural systems on a
global plane to- get the maximum out of water use
efficiency, newer high yielders and a diversified
agriculture. On the other hand at the other end, the
" tribal agricultures of the Indian économy will probably
" need approaches of the “npatural farming” kind
experimented with by Fukioke. It may be recalled
that-if we- start in eastern Bengal, say in the District
where Tagore sang the immortal music and ‘move
through South Bihar, Western Orissa and .the
Chattisgarh region, into the tribal districts of Western
Maharasht'ra, (while the geographer calls this the
“resource region”’), paddy yield here on an average is
less than one tonne/hectare and if we can even raise it
to two tonnes, we would revolunomse -the Indian
economy. Similarly, while in some areas the need will
be to build up basic communication, marketing and
delivery system infrastructure, in others the quest for
efficiency through improvements in available facilities
and better use of them will have to beé relentlessly
followed. ’

Land augmentation and lahd development strategies

will need to be closely looked at in the Seventh Plan
~and the planning methodologies discussed earlier
scrutinised in this connection. Questions of more
effective use of water are-extremely important and
‘lead to interesting planning choices. It is 1mportant to
emphasise that the choice avalrable in terms of
potential investment decisions to control and CORServe

water application is extermely large. The foliowmg are '

illustrative of some of the major choices: -

(a) Imporved regulation of main canal and branches
to reduce operation losses. Complelc automated
operation being one extrethe;

)
different levels, i.e. lmmg of branches, lining
upto 100 cusecs or lining upto 8 hec, level; -

(c) Improved operation technigues of - the total

- system including better hydrological studies and

- careful design of storages at different levels of the

~ 'conveyance system and conjunctive use with
ground water. In addition to reducing losses, this
would also ‘introduce considerable flexibility .in
irrigation p!anninig, which may become important
partncularly in large irrigation commands where
the cropping conditions are of diverse type and
cropstress requirements differ. Such

. modernisation schemte will be expensive and will

need to be selectively pursued and we nged to

work out. principles to evalyate such choncea in -

alternate agro-economic regimes.
lmgs!iorradvancemem programme
Thete is in the last couple of years very high
aperational stress on -water delivery systems to the
farmers. An irrigation ' advancement plan  for
completion of ongoing. projects was implemented in
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. relationship - between

‘requisite public' cooperation

Lining of distribution systems at the tall—end upto

the drought last vear, -after the finalistation. of the.
Annual Plan. During the current year, over 30
projects have been taken up for an irrigation
advancement programme. These have been fully
funded by the Government of India. The State
Governments have given an identification report for

- each- project in which the distribution system network

to be completed to'deliver water to the field in one of
the crop seasons in the balance period of the Seventh
Plan is indicated. The plan provides for land levelling,

distribution system Iayout planning construction of

missing control structures and, if necessary, an
operational plan for oonsultancy services. The Central
Water Commission is monitoring eacti project and
there is now definitely an increased awareness of the .
need to implement schemes which provide for more
effective water delivery at the “field level. Siniilar
technigues have been applied to 77 command .area

_development projects for which. additional funds have

been provided in the Special Action Plan. It is hoped

that this feature of irrigation planning, namely, a _
targeted expenditures and
benefits not in terms of “irrigation, potential”’, but in
terms of number of waterings to the field in a crop

“If yarious leakages are to be avoided, it is necessary
to revive and revitalise the Panchayati Raj institutions
(local self-Government) as a wmeans of enlisting
and support for
programmes of grassroots development.’’ -

season, will increasingly beoome a non'na! feature of

Indian irrigation planning.

’ Delivery of ground water to the Indian farmer is
another important area of priority. By now the

.hydrogeolog;ical survey of ground water potential in

the country is' nearing completion. Accelerated
programmes’ of tubewell construction and extraction

- have been identified in selectéd districts in the country
‘and funds provided-in the Special Action Plan. The

next round of problems have now to be ant:c:pated

"The Central Ground Water Board and the National

Institute of Hydrology are conducting six studies of 6
prototype aquifers for safe and efficient ground water
extraction policies taking into account the land and
water balances and the quality characteristics of
ground water. More generally, it needs to be.
appreciated that a number of studies are now showing

‘the working of ground water markets in the country.

The farmer has shown that he is willing to pay.for
feliable supplies of water and ground water
jevelopment policies which' take into account the

- existing markets for such “water and increase the
‘supplies of water,

r, ensuring its availability at
reasonable prices to the farmer, should be a major
objective of policies. In those areas where markets
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have not developed, the State may have to play a
‘stronger . promotional - role, particularly through
cooperative agencies, but in other areas it should
" strongly support and provide initiative in making
\, available this scarce resource in' a larger measure.
- Policies which provide finance on -a larger scale,
- resource development information and - specialised
advice to field level agencies, need to be devised and
encouraged. The prices of pumping equipment vary in

‘the different parts of the.country and effort is required
- through standardisation and research in upgrading the
- Some-

‘energy efficiency of available pumpsets.
experience has been gained in the Centally sponsored
projects on energy efficiency improvemcnts in

irrigation pumpsets, but substantial progress remains

to be made. Product development centres which
encourage more widespread . development of. energy
+ efficiency pumping equipment; would be a step in the
- right direction since available studies show that the

farmer gets better services in those areas where there.

1is improved supply.of agro-mechanical equipment anc
artisan skills and experience ex:sts for better
malmenanoe '

[

wps agricustural productivity mcreases and farmers
are assured of remunerative price, - the incomes
aocrumgtoruralagﬁculturalfamﬂieslsboundto

increase and consequently generate greater demand in
theseeondaryaudterﬂarysectors” '

// Development of ground watér and watershed
. “development’ are ‘very impbrtant priorities for the
" national economy. Watérshed . development in
+ particular-is 2 concept on which emphasis has been
laid recently. A number of experiments are presently
underway. There aré the <Centrally Sponsored

Schemes. In a few States, extemally aided watershed -

projects are in operation including World Bank,

European Economi¢ Community (EEC) finanded and -

bilaterally - financed. projects. Indian Council for
Agricultural Research (ICAR) is also emphasising
agricultural development on selected watersheds.

Finally, some very exciting work is being done by -

NGOs like the Society for the Promotion of
' Wasteland Development and other . groups. An
interesting feature of the work of some of the
voluntary groups is that the cost estimates of features
like contour bundmg, check dams, land levelling and
) digging of ‘percolation tanks and soil conservation
work is lower than that in official projects. Also
voluntary agencies have interesting proposals  of
_integrating rural development schemes like NREP
- RLEGP and IRDP with watershed developmen
schemes. Finally, groups like the SPWD and the Pan:
Panchayat of Vilasrao' Satunkhe, lay considerable
‘emphasis on contribution from the farmers and
beneﬁcmnes and this is of very high mponanoe

YOJANA, Jq.nuary 28, 1989

Detailed studies are now showing thé importance of a
serious attack on land use planning problems. We
should now quickly take stock of the  existing
experiments underway and design the more ambitious -
schemes we have in'mind for the Seventh and Eighth
Plans. The technical issues in soil conservation, land
levelling, micro water “harvesting issues iun -soilk
conservation, land leveling, micro water harvesting.
techniques and approperiate organisc cover - for
degraded land' which is rehabilitated in terms of .
nutrient - replenishment, proper- crop cycles or
fodder/forestry cover, are by now well known. The
central question is to.deliver these technologies to the
field. A very modest beginning has been made in the
Seventh Plan but these need to be very substantially
accelerated. Als6 such programmes are at present
incorporated in a number of different schemes, like
the National Watershed Development Project, the Soil
and .Catchment Area Development  Project ir
irrigation projects, soil conservation schemes in the
State  Plans, National Wasteland De\relopment
Prolect etc. Many of these schemes ovetlap and it is
important that they are integrated into a single scheme
with a major focus on delivery of end results, i.e., .
mmproved land ' management and land'development
with the participation of the local community.

: . delivery system reforin
- The 'Task JForce on the Special Fooclgrams'
Production . Programme recommended pricing:

~. strategies to meet the objective of cheaper inputs to

farmers, rather than direct subsidies. In inputs like
pesticides and seeds, subsidies can become a method
of supporting- inefficient production units (high cost
technical grade manufacturers or formulators) or high
cost -distributors in cooperative, - State. or. private

sectors and the benefit may not go to the farmers. - -

Thus subsidies can support high cost pesticide supply
or seed :prices, say higher than Rs. 450 per-quintal.
With a price rationalisation scheme, the farmer gets
the ben¢fit straight-away. Thus the agricultural sector
now needs to get the same kind of policy attention:

" that the industrial sector was getting in the early years .

of the Seventh Plan in terms of policy anc. delivery
system reform. In delivery systems, already policies

- have-been devegloped for sectors like seeds of selective .

support and technological upgradation. The new seed
policy has been generally welcomed, but theré has

.been some ill-infformed comment. First, the policy
-does not . allow, for import of seed for sclf-polhnated
crops like wheat and paddy, where our own strengths

are great. Second, in crops like hybrid millets and
oilseeds, the best available germplasm can be
imported for development by Indian seed producers,
whether in the public, the para statal or the private

. sectqr. Only in vegetables and flowers, where our own
strengths are limited is relatively open import allowed,

subject to very strict quarantine laws. Once import is. -
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“allowed, tariffs have-‘been rationalised to benefit the

- farmer through cheaper prices. He will also benefit.

through competition of alternative delivery systems.

Finally, the ICAR and its agencies will experiment,
with all seeds grown and the media will be used to

inform the farmer of the quality characteristics of the
secéd. Such policies which encourage upgradation,
‘based on the best available techniques and build up of

long term domestic capabilities, will be devised .for

_other sectors like nutrient deliveries, agro-mechanical
technologies and the use of newer materials. New
materials will require to be -introduced in the
agricultural sector. An Action Plan is
implemented for 15 districts for the use of plastics in
canal lining, water conservation, agricultural
packagmg and modern water delivery .systems and
.green houses.

. nolomcal back-np for agricullure
The GVK Rao Committee has suggested a major

reform of the agncultural research backup support for-

Indian agriculture. It is suggested that the ICAR must
-be run by a fully professionalised governing body. This
would require that the Council be given much higher
administrative and financial autonomy. Also the
Committee has suggested streamlining of the Council
headquarters with high incentives to the scientists to
work in the ICAR institutés and field projects.

Prioritics have to be more clearly identified and -

financial support given for “a more streamlined and
learner- research. system. These are important
suggestions and, if judiciously examined
implemented, would ‘go a far, way in releasing the
tremendous potential energy avaifable in the Indian
Agricultural Research establishments for resolving the
-nation’s agricultural and rural devefopment problems.
. The agroclimatic regional planning project is designed
around the application of technology to- the differing
agro-climatic regional conditions. The Regional
Planning teams are each headed by a Vice Chancellor
of one of the Agncultural Universities and the primary
emphasis is on optimal land use and scientific

technological backup for agriculture in the dlffenng'

agro-climatic regions of the country.

The delivery .of agncultural credit is prcwidihg a.

-major challenge for téchnological upgradation for

agricultural and rural development in the next phase.

- NABARD has developed a scheme for providing ‘no
overdue covei’ for primary credit scocieties. This
requires concerted action between the cooperative.
movement, the State Governments, the financial
.institutions and the Government - of India.
purpose of the reform should be to see to it that it is
the -iridividual defaulter who is penalised and not a
cooperative society, so that the credit line is kept open
and can wbrantly meet the requirements of expanded

- production in the agricultural and rural sectors. This -

will.-also require firmness against wilful defauit SECtors.
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being.

and .

The .

This will also require firmmess against wilful default

and a measure of ingen‘uity in organisational reform to

) meet the rising genume needs of rural credit.

price support operatlons_ _

An ‘aspect of Indian agnculture which needs to be
more carcfully studied is the fact that some dryland

agriculture regions are showing relatively high value

added per worker. Thus after Punjab and Haryana,
States' like Gujarat and Karnataka which have very
low irrigation intensities are showmg relatively high

these “trénds’ however, is probably organisational
and institutional systems, which have led to successful
commercialisation of agriculture including relatively

price support operations for commercial crops and

" strategy of reducing the uncertainty of dryland
-agriculture and internalising the benefits of the

available technologies. These policies will have to be

“an important. part of the overall strategy as Indian

agnculture moves over to a more reglonally divessified

. value added pef worker. These regions have benefited -
from concentrating on “high valued” crops. Behind

‘successful cooperative marketing systems. Improved -

“An interesting feature of the work of some of the

voluntary groups is that the cost estimates of features’

like contour bunding, check dams, tand levelling and

digging of percolation tanks and soil conservation work _

is lower than that in official projects.”

phase, from its earlier “favoured crop-region” pattern.
The new agro-processing teclinologies also have

many land saving properties. With proper control,

more value added can be extracted from the same land
based raw material or ‘energy input. . Also since
improved agro-processing technologies involve

‘recycling, they have fewer adverse environmental
“consequences. A large scale fully instrumented siigar
. factory can_reduce coversion costs of sugar by over 40

per -centover a tradltlonal plant. New paper plants are
not polluting.
tand to the tiller

The institutional settmg of Indian agriculture has. to

“be thought of not only in terms of improved delivery

of land augmenting resources like water, seed and
fertilizers, -particularly to small ' farms, . improved
agro-processing and marketing techniques, but also of
land reform. Redistribution of iand to those who till it
and secumy of tenure aré important preconditions to
improving the productmty of land and employment in
agriculture. We will have to develop the modalities of
giving assumed rights to those who ‘till the land and
provide them with credit and input support. This will

_be both a political an®an organisational challenge.

The various bits of evidence available suggest that
certain structural changes have set in in asset holdings,

employment and jabour market in rural India, due .
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most plausibiy to the pattern of agricultural growth

that has taken placé. While no.perceptible change is
observed in. the distribution of owned land holdings,

" level planning. As part of strengthening the local level
planning capabilities, the technical expertise of the

trie technological: and organisational factors seem to

compel augmentation of operated land in the case of-

small and large holders and leasing out of the very
. marginal holdings. Thus, a large number of margina’
~ holders are becoming available for and primarily
~dependent on wage labour. Further evidence from

some areas, particularly the agriculturally faster -

growing ones suggests that regularity ' of farm
employment has increased over the period as a result
~ of rise in cropping intensity and emergence of work

allied to agriculture; this has meant longer term, more -
or less regular employment, for some as against short.

period employment for many.

The above changes in. the structure of activities,
labour force and employment in the rural areas need
to be closely watched from the viewpoint of the

strategy and programmes for -rural development,
the

employment and equity. In particular,

““Priorities have to be more clearly identified . and
financial support given for a more streamlined and
leaner research system. These are important
' suggestions and if judiciously - examined and
implemented would go a far way in releasing the

tremdouspotenﬁalenergyavaﬂableinthelndian-

Agricultural Research establishments for resolving the
nation’s agru:ultural and rural development
problems.” T _ '

programmes should take account of the two 1mportant'

changes; one, increasing need to emphasise wage

- employment on a regular basis as more people are .

now looking at wage labour as the main rather than a
supplementary means for livelihood; .and two, the
possibilities of rendering the ; . non-agricultural,
. particularly the manufactunng activities in the rural
and semi-ryral areas, economical and dynamic, as
increasingly larger number of rural workers would
have to look for productwe employment outmde

., agriculture.

: local fevel plannmg

Given the magmtude of rural poverty and
unemployment, *here is now general agreement in the
country that large scale employment schemes and self
‘employment promotion programmes have to be

- - accepted .as an mtegral par of our .long term

development stiategy. There is also agreement that
the mix of the two sets of programmes could be varied

. _ depending on specific circumstances of each region or
block. It further appears that if a large number of

beneficiary-oriented =~ and - area . development
programmes have to be operated in isolation, the
results will not be conducive to optimal use of
available scarce resources. - . .
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(NSS 38th Round).

For all these reasons, the time has come to integrate
these programmes, including programmes for social
sefvices, into the framework of comprehensive local

rural development administration at.all levels will
need tc be upgraded If various ‘eakages are to be
avoided, it is necessary 10 revive and revitalise the
Panchayati Raj institutions (local self-Government) as
a means of enlisting requisite public cooperation and
support for programmes of grassroots development.
There are a number of examples of outstandin
integration of programmes. Instances come to mind
both of voluntary pgencies as also of dedicated

officials. In watershed development areas, soil and

contour - bunding has been done  through
NREP/RLEGFP programmes and saplings purchased
through IRDP programmes. In Fishery Programmes, .
NREP funds and resources have been used for
deepening fish ponds. " . .
o . industry in rural regions .
. Another key element in the strategy for effectively
tackling the- problem of rural unemployment is

-accelerating the tempo of rural industrialisation. There

is by now a fairly dramatic shift taking place in the
structure of the labour force of the Indian economy.
The sectoral composition of the labour force,. which’
had remained constant at around 73%, is now
changing. The ‘constancy of this rate had been
emphasised in a plan document in which the

*"employment chapter was widely attributed to the late

Prof. Raj Krishna. “It is a historically unique fact that
over the last six decennial Censuses, in spite of
impressive.  development - of  the large-scale
manufacturmg and infrastructure sectors, the share of
agriculture in the workforce has not diminished at all. -
It wa 73% in 1921, 73% in 1961 and 73.8% in 1971.

‘"The figure for 1971 is in fact slight higher. than for

1961. In almost all'countries, economic development is
associated with a_significant decrease in this share.

- Even during the decade 1965- 75, the share declined in

13 Asian countries. But in lndla, fairly rapid growth in
the non-agricultural seéctors in-the last 25 years of
planned’ development has completely failed to make
any noticeable impact on the industrial distribution of
the workforce. The latest figyres, however, show that
there has been a dramatic change in this constancy.
The share of male agricultural workers dependent on
the agricultural sector has fallen from 83.23 per cent in
1972-73 (NSS 27th Round) to 76.8 per cent in 1983-84
As agricultural- procluctmty
increases and farmers are assured of remunerative
price, the incomes acciuing .to rural agricultural
families are bound to increase and consequently
generate greater derhand in the secondary and tertiary
sectors. The rising rural agricultural income can
sustam mdustnallsatlon which effectwely absorbs thé

-+



surplus agricultural labour, if sufficient infrastructure

and input facilities are provided in selected ‘rural
areas. Mere provision'of credit may not be sufficient
to start process of rural industrialisation. Special

attention needs to be focussed on aspects like training -

the rural people for appropriate skills, providing
marketing - assistance, choice of projects which are
viable, technical assistance both at the stage of project
implementation as well as in sorting out problems
after the project has gone on stream. Orgamsanons
which can backstop such efforts whether .in- the
cooperative or in the private sector, will need full
support. Financial institutions can play a major role
and are therefore involved in the agro-climate
planning  exercise to  support  agro-based
industrialisation. A number. of exciting changes are
already taking place. Poultry, for examplie, is a very
fast expanding sector. The feed/output -ratio in the
organised poultry sector is showing dramatic
improvements. If we can produce more meat/eggs with
Tess feed, more grain is left for human oonsumptlon
If, as is reported, the feed/output ratio in poultry has
gone down from say 2.6 kg/kg of meat to 2.18 kg/kg of
meat, on an average we save more than 50 calories per
head of the population per month. As is well known,
these kinds .of changes are possible only by

computerised. techmques of breeding, poultry health~

and mtegrated .management. The essence of the
matter is to use modern technolbgy for input backup
and output processing and. to support the small -
producer who uses his own labour, with such backup.
The concrete details of a large programme will need to
be worked out. A successful " rural industria
lisation programme should . aim at. increasing

" the value added~of agrlcuitural produce as well ‘as

make available goods and services required by
agncultural families in rural areas.

The problem of rural poverty and unemployment is
mdeed both massive and complex. There are no easy
ways in which it can be tackled. No one strategy will -
give the desired results, The overall development
strategy ought to be so designed that it promotes a
vigorous growth of the economy which can generate
stronger trickle’ down effects, combining it with
carefully worked out target-oriented programmes.

A new dimension proposed to be adopted in our
planning needs a mention in this connection. At the
instance of the Prime Minister, exercises have.
commenced to prepare agricultural planning strategies
- at the level of 15 agro-climatic regions. Crop planning
and technological support can be planned in detail at
this level:. Also non-crop agricultural sectors like
anima} husbandry, forest development, horticulture

"and fisheries can be planned at ‘this level and

integraled * with a progressive and dynamic
agro-processing sector. This kind of planning will give ’

_additional dynamism to the agricultural sector.

. Improved planning machinery of the kind discussed
above will have to be integrated with the Panchayatj
Raj set up being discussed. The Chief Secretaries’
Conference has considered the recommendations of
the meetings of Collectors arranged by the
Department - of Personnel. These views as also the

recommendations of the CAARD Committee. under

the chairmanship. of Shri G. VK. Rao are at an

-advanced stage of consideration. . The Eighth Plan will -

be a period of major developments in thls area.Ooo

s

F]

“Redistribution of land to these who tll it and security
of tenure are important preeunditions to improving the
pmductivity of land and employment in. agriculture.
We will have to develop the miodalities of giving
mmedrightstothosewhotﬂlthelandandprovide
them with credit and input support »-
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PanChayét -perestrf()ika_ in

,--Andhra_. Pradesh o

. Karnam Ramachandra Rao

The author, who is Panchayat Raj Minister-in Andhra Pradesh, here
highlights in detail the Mandal system under Panchayat Raj as -
- introduced in the State recently, based on the recommendations of the
Ashok Mehta Committee. This, he claims, became necessary as the
Panchayat Samithis, constituted under the earlier system, belied all
. hopes of promoting comprehensive rural development. ‘Because’, he
‘laments, lack of coordination among the different agencies, unwieldy
management, excessive importance to power and prestige at the cost of
- service to the people and weak financial base contributed to.this
- deterioration which crept into the system.’ ' _

NDHRA PRADESH IS ONE OF THE -
INEERING STATES in the country in intro-
ducing three-tier system of Panchayat Raj. It was
introduced in the State as early as November 1, 1969 as

per the recommendations of the 1957 study team or: , .
- in Gram Swaraj as visualised by the Father of the .

community projects and national extension services
headed by Balwant Rai Mehta. This system had a-good
start and peoples’ programmes were taken up in right
- earnest and liberal public contributione were offered in
. cash and kind for taking up ecommunity welfare

' YOJANA, January.26, 1989

programmes like construction of toads, drinking water .

. wells, school buildings, Primary Health Centres,

Panchayat * Ghars, etc. Unfortunately, the initial
enthusiasm shown for this programme did not last long.
Though the Panchayat Raj system is envisaged to usher -

Nation, Mahatma Gandhi, for making local self

Government units self-reliant and self-sufficient in all -
respects, the objective has not beén achieved to the

extent desired. oo -




. hopes belied

Under the earlier system, the Panchayat Samithis are -

entrusted withthe responsibility of implementation of
all Rural Development Programmes which are taken up
from time to time. The Panchayat Samithis were
-started with a lot of hope that they would promote
_comprehensive Rural Development Programmes in the

- field of agriculture, irrigation, anima! husbandry,

.codperation, communication and industry, etcz bui in
.the course of time these liopes were belied. Lack of Co-
ordination among the different agencies, unwieldy
‘management, excessive importance to power and
- prestige at the cost of service to the people and weak
financial base contributed for this deterioration which

creptinto the system. Parallel institutions promoted by

- the Government from time to time also caused damage

- toPanchayat Raj system. Anotherimportant reason for

* the decline of Panchayat Raj institutions was that the

- development activities instead of flowing. through the -

Panchayat Raj institutions were channellisec through
‘parallel agencies like Small Farmeis Development.
‘Agency, Drought Prone Areas Programme now called.
District Rural Development Agency, Integrated Tribal
Development Agency which werenot brought within the
. purview of the Panchayat Samithis and Zilla Parishads,

The Panchayat Raj institutions were ignored and-by.

passed .and ‘paralle]l agencies were created for
implementing some of these vital programmes meant
- for rural development. .

It must also be conceded that the domination of
. Panchayat Raj bodies by the rich and the upper castes;

resplting in the denial of benefits to weaker sections, -

was another factor for its decline. T'o provige succour
- and benefits to weaker sections it became necessary to
start specialised agencies like District Rural Develop-
ment Agency, Integrated Tribal Cooperative Finance
Corporations, ete. e T .

Ignoring of the Panchayat Raj bodies in plan
preparation such as five year plans and anoual plans,

and’ unwieldy nature of the blocks was yet another -

factor. The block as a unit of planning «and for the
purpose of the implementation of all Rural Develop-
'ment Programmes have been found unwieldy especially
for the purpose of implementation of anti-poverty pro-
grammes. The common man found it difficult to reach
Samithi Headquarters frequently for ~getting the
services of extension staff. ) .

" In the course of time, pawer politiéé' domi,nabed.-t'he
‘Panchayat Raj institutions and those institutions
started pulling in different directions which resulted-in

lack of coordination in their activities, and in the

process the real objective was lost.

L panchayat perestroika !

With a view to reStrﬁ'ctﬁring the Panchayat Raj set up

in the State, the Government of Andhra Pradesh have

416

the reasons

brougnt in a new legislation called the Andhra Pradesh
"Mandal Praja Parishads, Zilla Praja Parishads and Zilla
Abhivrudhi -Sameeksha Mandals; etc. Act 1986 by
repealing the Andhra Pradesh Panchayat Samithis and
Zilla Parishads Act, 1959. This Act has come into force
with effect from January 15; 1987. In pursuance of the

. provisions of the new Act, 1091 Mandal Praja Parishads

+and 22 Zilla Praja Parishads have been constituted with
effect from thie same date. o

It has been felt that the delivery system at lower
‘'spatial levels for socio-economic development for the
last two decades called for radical review The Andhra
Pradesh Governiment . has, therefore decided to .
reorganise and strengthen the Panchayat Raj setup for -
bringing the administration nearer to the people and

decided to usher in Mandal set-up in the light of the - -

_recommendations. of the Ashok Mehta Committes on
Panchayati Raj Institutions (1978) set up by the
Government of India with a modification that the Gram
“Panchayat will remain at the grassroots level. The .
Mandal set-up is proposed to usher in smaller units of .
administration both for regulatory and development
administration. A Mandal has been proposed for a
-group of villages with population ranging . between
35,000 and 55,000 with a suitable relaxation in the
norm for backward and tribil areas. ~ - '

new panchayat set-up

.. In the reorganised system the President of the

Mandal Praja Parishad and Zilla Praja Parishad is
elected directly by the registered voters in the Mandal

and-Zilla on Party basis. To provide opportunities for

all the communities and backward classes people a -
reservation of 15% is made for scheduled castes, 6%
for:scheduled tribes and 20% for the backwards castes.
A provision of 9% reservations is also made for women
Presidents of Mandal Praja Parishads. Similar
reservation is also made for Chairman of Zilla Praja
Parishads. While reserving 6% of the offices to the |
Scheduled Tribes for the post of President of Mandal
Praja Parishad care is taken to see that if the area of the
‘Mandal is in a scheduled area it shall be compulsorily
reserved for ‘scheduled tribes irrespective of the
proportion of their population. There is a provision to -
elect one representative of the scheduled caste or .
scheduled tribes or backward caste or minorities or-

women for each standing committees. '

finances

To improve the financial position of Mandal Praja
.Parishads Government has made provisions -allowing
the Mandal Praja Parishads the following functions:

(a) Levy-i;axe;s'. surcharge of fees;
"{b) To levy contribution from the Gram
" . Panchayats; :

(¢) To getannual grantof Rs, 5 percent from the
. State Government,
‘(d) To get funds rélating to schemes transferred
" by the Government; and

YOJANA, January 26, 1989
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(e) To getashareof i income of the former Dlsmct
: Boards

Smnlar provisions have also been made in respect of
Zilla Praja Parishads to improve their financial -
position. Recently, the State Cabinet took a series of -
~ decisions aimed at diversion of more financial resources
.and increased power to local bodies in the State. It was

decided that of the 90 per cent of entertainment tax .

collected in the state 30% would be allotted to the
" Mandal Praja Parishads and 60 per cent to the Panchayats. -
Gram Panchayats would be permitted to raise loans
from various financial institutions for construction of
~ commercial complexes which would be a permanent
source of income. It was also decided that income from
the collection of minhor mineral cors would be shared
" by Panchayats and Mandal Praja Parishads in the ratio -
of 60:40. Funds under NREP and RLEGP would be-
directly released to Ziila Praja Parishads. It was also.
decided that income under social forestry programme
- would be shared by the Gram Panchayats and Mandal .
Praja Parishads in the ratio of 60:40 percent. The
Mandal Praja Parishads would also be given power to
review programmes under the departments of fisheries,
marketing, irrigation, social welfare, health and medical,
agriculture and cooperation. -Each Mandal is being
* provided with the STD phone. vehicle etc., and the
Mandal President is being treated on par wnt.h Member
of State Legislature. _

© MPP & ZPP set-up

. The composition of Mandal Praja Parishad is in such
away that the Sarpanch of every Gram Panchayat isan
ex-officio member of the Mandal Praja Parishad. The
M.L.A., representing a constituency which comprises
the Mandal becomes a member of the Mandal Praja

Parishad. If his constituency covers more than one --
Mandal he can choose his Mandal. Similarly, a member

of Parliament—Lok Sabha, or Rajya Sabha— can
~ choose a mandal of his choice.

TheM L.A, sand M.P. s have arightto partlclpate in
. the proceedmgs of any other Mandal Praja Parishad
* which falls in the territorial jurisdictions of these

members. However they shall not be entitled to vote at -

. such meetings. No M.L.A. or M.P. is permitted to hold
duel post of M.P. or Mandal Praja Parishad or Zilla
_ Praja Parishad. Within 15 days from the date of election -
1o these bodies they have to choose elther of the posts.

: spmdmg ZPP committees

There arer,ﬁlstandmg commlttees for lela Praja
. Parishad, The’ st.andmg comn'uttee No. 1° de&ls mth
development activities - such .a- plamnng, a
animal husbandry, co-operation, mciust.ry,,etc The*
- Second  Standing Committee deals ‘with education
including social education, medical relief, public health;

drainage, —etc- “The Third ~Committee™deals ~with™" to.the. people, to the.under

communcation,rural water supply, powers, etc., and the
6th Committee deals with firiances, taxation, etg

~ The anla Abwmdl:u Samlksha Mandah reviews the
K YOJANA, Jahuary 26; 1989
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" development activities of all the departments in thé

. Districts and also reviews any other matter that is

referred to it by the Govemment.
people’s involvement

Tt would be seen from the structure of Mandal Praja
Parishad and Zilla Praja parishad that the administration.

has been taken close to the people. This arrangement

would accelerate the tempo of all-round progress and
development of the area. The recommendation.of
Asoka Mehta Committee for constitution Mandal
System did not influence most of the States in India.
However, Andhra Pradesh accepted the Mehta report
and constituted a cabinet sub-committee formed by the

State Government. This system is under implementation -

now. By introducing the Mandal Praja Parishad

system, the State Government hopes to involve the -

people positively in the political process as well as the
grossroots levels of the system. The system also helps.
‘in prov:dmg basic educational facilities to the illiterates
to develop awareness leading to betterlife. This Mandal
System also provides encouragement to the youth. in
the concept of self-reliance.

In view of various other welfare measures announced.
by the Government of Andhra Pradesh, like snmple
window delivery system of all financial assistance in the
co-operative sector and introduction of Rasthra
Karshaka Parishad at Mandal levels, will provide
gnormous impetus to the Mandal Praja Parishad to
_provide relief and economic benefits. to all the people. .
This system. itis hoped, will reduce socialtensions and
economic indebtendness among the rural people. It will
also help in speedy clearance of employment schemes ,
for the unemployed as well. -

~ ‘special features

"Some of the special features of the Mandal, Zilla
Praja Parishad systems, included reservation of seats
for Backward Classes and Women for the first time in
-India. Again, for the first time in India there is'a direct
election to the posts of Chairmen or ZPP’'s and of
M.P.P.’s. The Act also provides for an anti-defection
clause which will prevent all kinds of horse-trading.'It
also provides for_election of one, representative of
minorities, linguistic or religious, for election to the
Mandel's and Z.P.P.s.

_The creation of revenue Mandal and decentrahzatlon
_of administration, will help the Mandal system greatly.
because most of the Government functionaries of -
Revenue and Development will now be available at the
“Mandal- Headquarter level provadmg lot of relief to the

). ,;;}eoislea‘ 'i N,

The new. Mandal System of decent:rahzataon of
dmnnsuauonlstakenupmthau'uespmtofser\nce
for whom this is -
really meant. It is hoped. that with this new Mandal
Administration the basic amemjues and facilities of day-
to-day life of the poorer sections will be met and the
"local units shall enjoy auto
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Decentr_alisati(jn of planning
thro’ Panchayati Raj

Prof. Kamta Prasad .

The role .of Panchayati Raj institutions in.the States where they are
working is oply peripheral, says the author. Because these institutions,
he observes, have very little involvement both in planning and in selection
_ of IRDP beneficiaries or in sanctioning the schemes under NREP.

Reason ? According to the author, ‘a planning framework which assigns

an insignificant and purely subsidiary role to the all-powerful
bureaucracy is not likely to be effective under the present circumstances. .

It is, therefore, expedient to proceed gradually towards the ultimate goal
of transferring all planning functions to panchayats within an agreed -
time frame, say, a decade or two at the most’. To achievethis objective,
the author says, ‘itis necessary to put more emphasis on the participative
approach by a restructuring of the district planning machinery’.

1 . .

"THE. PANCHAYATI RAJ INSTITUTIONS (PRI) -
" have been in existence for Yuite some time in our
" country. However, their working has never been
satisfactory. They have not beén endowed with the
necessary powers and resources. Even elections to
these bodies have not been held regularly. Quite often,
"the botlies have remained superseded for long periods
of time: Both the politicians in the government as well as.
bureaucrats regard them gs rival centres of power and
hence tend to adopt a step motherly attitude towards
them. There is nothing in the Constitution of India to
prevent them from this since the reference to Panchayat
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made there ('Art,- 40, Part (IV) comes under the

- Directive Principles of State Policy and, therefore, is of

not much operational value. Consequently, there has
been a gradual decline in their status and effectiveness,

more rapid in some states and less in others. -

. paSt'expe_rienee-a perip!':et‘ql role in plan_hihg

o Planning has, m—) doubt, been mentioned as orge-of the
functions of the Panchayats in the PRI Acts in most

-States. But in_actual practice, these institutions have.

very little involvement in planning which has remained




centrahsed mainly at the nat:onal and, to some extent,
at the state levels. Some part of the responsibility in the
local level planning of the Integrated Rural Develop-

ment Programme and the National Rural Development
- Programme has, no doubt, beén assigned to the PRIs in.
recent years. Thus, Gram Sabhas or village assemblies
_are supposed to be associated at the stage of selection
‘ of IRDP beneficiaries. And the Panchayats have been

authorised to propose schemes for consideration under

the NREP. In some States, they are also authorised to
. propose schemes under some. other programes.
However, in-actual practice, the village council/Gram
Sabha has. not played any important part in the

selection of the IRDP beneficiaries. Quite often, it is the

heads of the village and block pachayat institutions and
some influencial villagers who are taken into confidence
for this purpose. In the case of NREP, the panchayats
have no role in-sanction of the schemes

the experlments _

Karnataka is one State which has recently taken a
bold step of making the Panchayati' Raj institutions
;responsible'for planning at the district level and below.
West Bengal is another state which has also taken
mgmficant steps in this direction in recent years. How
far these expenments will succeed, only future can tell.
However, in some States like Gurjarat, Mahamshh'e,
U.P. and J&K significant steps for decentralisation of
planning at the district level have been taken during the
past five years or so, entirely separate institutions for
district level plannmg have beén - established. Known
by different names in different States, e.g., District

Planning Board, District Planning and Development _
these bypass the Panchayati Raj .

Council, etc.,
Institutions. These are essentially bureaucratic
organisations even though some representatives of the
 public are associated with them, Elsewhere, even this is
lacking. Thus the role of the Phnchayats so far in the
Planning process have by and large been neghglble orat
most penpheral :

“the potentlal
" The above situation should be regarded as most

unfortunate in view of the widely felt need to
decentralise the planning process. During the last few

months, the need for decentralisation of planning has
been advocated repeatedly by no less a person than the .
Prime Minister himself. It is quite obvious that any

scheme of decentralised planning should have

an adequate degree of people’s participation since it is .

this participation which provides one of the most
important reasons for decentralisation. However, it is
only at the level of the village or the Mohallas of bigger

villages/ towns/cities that the people can participate .

directly. At any level higher than the village, say a
Mandal, block .o district, people’s participation in the
planning process can be possible only through their
representative institutions, namely, the Panchayats.
Decentralisation of planning in the real sense would,

therefore; naturally imply handing  over planning

functions tp the Panchayatl Raj institutions.

8 '

people’s participation

"People’s partlctpatlon in planning through the
panchayati raj system is expected to result in better and
more efficient planning because the local people have a
better perception of their needs and better information
about local resources. Besides, they have a better
awareness of possible linkages of different activities -
within a village as well as between neighbouring
villages. Such participation in planning has the added
advantage of raising the level of people’s consciousness

of their rights and responsibilities, which in turn would
-tend to facilitate social change. Involvement of the

panchayats, in the planning process may also pnovlde
the local people with an opportunity for advancement on
the basis of self-help and mutual cooperation, thus

‘augmenting develbpmental effort. The active involve-

ment of Panchayats in the planning process would be
specially useful at the stage of formulation of cbjectives

and laying down of priorities of the plan and making

them attuned to the felt needs and problems of the
people. This involvement would be also useful in
identification, formulation, selection and location of

schemes of local importance, in monitoring and

evaluation of projects/programmes,- as  well as in.
collection of reliable data and information,

“Bnth the politicians in the government as well as

- bureaucrats regard them (Panchayati Raj Institu-
tions) as rival centres of power and hence tend to

adopt a step motherly attitude towards them.
There is nothihg in the Constitution of lndla to

‘prevent them from this”’,

Panehayats should, of course, perform these roles not

‘alone but with the helpof local level bureaucracy as well

as experts, Thus statisticians will still be needed to
cross check the information collected by people or their
representative so as to take care of their personal or -

- group biases which might creep in. Formulation of

objectives and determination of priorities would be
facilitated and made more efficient if alternatives with
necessary details are presented before the panchayats
by some planning team. Widespread publicity and
extension may be necessary to enlighten the public
about- the problem of -local development, types of
projects and nature of benefits available.

better if the panehayats are provided with comments on
their socioeconomic and financial viability. This would
ensure that public involvement does not result in the
plan becoming a mere list of demands from & narrow- .
local perspectwe

bottlenecks and suggestions

There are several resons why the panchayats have_ :
not been given the powers and resources necessary for
their effective functioning. despite the great potential .
discussed above. Basically it has been due to political
and administrative tradition and attitude. There has

~ beena general reluctance to decentralise powers, and to
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deviate from ‘the age old centralised administrative
system. However, the unwillingness to hand over
- greater powers to the panchdyats is often sought to be
.. Justified on twin considerations of equity and efficiency.
- In'respect to the first, it is said that the public is not a
homogeneous entity. It is comprised of groups that often
-have conflicting interests: some. groups are' more powerful
and articulate and some less so. The weak and the -
underpriviléged comprise the majority. But they are afraid
to speak out before the more powerful minority consisting of
bigger landlords or persons with muscle power who tend to
dominate the panchayats. It is, therefore, alleged that
- the pachayats would not be in position to safeguard the
' interests of the poor majority. The second argument is that
 the decision-making process of the panchayats would be
less efficient. Past experience indicates that the elected

+

- “Any scheme of decentrallsed planning should
have an adequate degree of people’s participation
since it is this participation which provides one of
the most important reasons for decentrahsatwri.”

functionaries of the panchayats occupy their position not on
- the basis of public works, efficiency and integrity but on

considerations of caste, class, religion, ethnic group, family
status, land holding, money or muscle | power. Consequently,
~they -are not  expected to perform their clutaes with
competence

We do not.deny the vahdlty of both these arguments’
-However, let us also reco that both these shortconungs
«can also be found in thé functioning of the bureaucracy at
- thelocal levels. There have been numerous studies showing
~how the local level bureaucracy also tends to favour the
more powerful and articulate sections of the public, -
Similarly, there are studies showing the inefficiency of the -

.~ governmental mac}unery at'the local lével: On the other

. hand, there is some -evidence that “wherever, the
. Panchayati Raj bodies have been actively inyolved, the -
implementation of rural devélopment programmes- had.
been decidedly better and the selection of beneficiaries and
designing of schemes have been more sausfactoxy ? (Govt

. of India CAARD report, p. 41). '

" Besides, it may also be noted that both the pnoblems of
equity and efficiency are not such they can not be overcome |
or at least thelr incidence can not be reduced. :

mefﬁclency

Take for example the ‘problem of 1neffi(:1ency In the
context.of the involvement of Panchayats in initiating
proposals for schemes under the NREP, it has been
observed” that. every Panchayat member likes a
particular scheme to be undertaken in his area or village so.
that he can claim some credit at the time of a subsequent
election. This: results in very thin spread of resources:
Besides, it creates tension and has, therefore, become a
- thorny problem. But it can be taken care of in several
ways. One method is to impart training to heads of Gram
- Panchayats on planning methodology. In particular,
they should be trained as to how the developmental
funds should be allocated and spent in the interests of -
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the area as a whole “The unproductwe nature of

spreading resources thinly over wider areas should be

brought” home to them. Another rémedy for this
problem lies in evolving a blogk level five-year plan
which has been a missing  element so far in our

decentralised plannmg This' will give an assurance to . .

those Panchayats which may not be getting schemes in -

.any current year that their turn will come later on within
“five years. This will reduce the pressure for egual

distribution of funds every year, The block plans should-

specify an order of priorities with adequate justification.

Further, if the Panchayats are assisted by planning

teams, local experts, voluntary agencies and local
educational institutions, then their workmg is llkely to
‘become more eff1c1ent

. lagquity

The problem relating to mequlty is more formidable,

It touches upon the basic functioning of the Indian .

society and polity. Much therefore will depend upon the
- overall trend in the political life of the natioh as a whole.

However, a great deal can be done by making the PRIs
as broad-based as possible so as' to reduce -the

~unwarranted hold of%the more powerful landed groups.”

If people at the village level become more active and
assertive, if they become conscious of their rights and
responsibilities, then this problem would be solved to a
great extent.- And the involvement of people in. the

- planning process at the village level is bound to arouse

their consciousness. But so long as this does not take
place or if people s participation in planning at the’
village lével is not tried, efforts may be made to reserve

“If people at the village level become more active

and assertive, if they become conscious of their

rights and responsibilities, then this problem -
(influence of powerful landed groups) would be.

solved toa great extent i

»

sufficient membershrp for the weaker sections at all

‘levels df the PRIs. In addition, participation thirough °

institutions other than the PRIs may also be encouraged.
Thus the views of voluntary agencies, trade groups,

- rural artisans, landless labourers, weaker sections, etc.,.

may .be taken into account. before arrwmg at any

decision.
.

prospects nnd futute u.pproach

Decentrallsatlon of planmng in the real sense would

‘implya complete change inthe planningset-up from the
‘prevailing bureaucratic-technocratic framework to a -
participative one. This would require that the district

planning téam, by whatsoever name it is called, should
work directly under the Zilia Parishad, the district level
Panchayat institution, as has already been introduced

-in Karnataka. This should be.supplemented by similar
'arrangements at lower levels of planniing at the block
" and the mandal. Decentralised planning becomes most

meaningful and effective when the people themselves

( Contd. on page 55) |
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Why Panchayatl Raj is feared

Bunker Roy

. Thene is a grewing awareness in the.rural masses.of their nghts and
. duties and they know what questioris to ask and towhom they should be
* . addressed to, says Bunker Roy, who has first-hand experience of
o working among villages. In the following article he has tried,with earnest
sincerity, to pin-point the faults and shortcomings that have caused the
‘decline of the Panchayati Raj system. His theoryisthat there are people’s
solution to ordinary, common problems, but the authorities have rio faith
and trust in the community identifyirig their own problems. Quoting T.S.
Eliot, the authonposes a universal question to the planners: Where is the
wisdom we have lost in knowledge; where is the knowledge =
_ we have lost in information ?” He strongly pleads to check the = -
" devalueing and destructive erosion of self-government so -that
coaperatives, trade unions, small municipalities, voluntary agencies
and farmers’ societies get an opportunit'y to grow and carve their own
- path of progress. His emphasis is on'the consolidation of self-confidence
in the community, because, he thinks that it is important to develop and
acquire some self-respect before we try to reach the goal of self-reliance.
The auther claims that given a chance the village leaders would show
that experts are not required, economists are not really needed nor .
elaborate plans are necessary when it comes to people plannmg thezr
own future . \

ERE IS NO LONG TERM PLAN of government _ year-plan period. But for mysterious reasons this idea

to decentralise. A phased out programme of training  has been rejected. In the first meeting of the 90 District
village leaders to take responsibilities, make them Coltectors in Bhopal with the Prime Minister, this was
-aware of the laws of the country that concerns them, one of the specific suggestlons supported by all the
bring theém in touch with the guidelines of various. District collectors present, but the response was. ‘‘we
schemes,-projects and programmes where the poor are . must go in this sensitive area slowly.” Which means, -

- entitled to subsidies, neéds to be carried out and built - this is not the time. Why not? In the absence of any such
- into the planning process that spans more than one five  programmes corruption levels have gone up because
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village headmen and MIAs are not aware of the criteria,
rules and procedures. Their involvement in the ‘grass-
roots planning process in marginal because they are told

toleave such matters to ‘experts’. What isactually their -

right is given grudgingly as a favour: the right to know is
- classitied and used selectively. Information about their
* knowledge 'is kept secret. With no- training;, with no

access to information and in the absense of -any -

institutionalised forum at the village and block levels
to insist that the process of planriing can be decentralised
is really adding insult to injury. It is President Nyerere
who said very correctly, ‘People can be developed: they
develp themselves.” ‘People can be developed: they
" develp themselves.’ What seems to be ‘obvious is that
- government would
themgelves.

¢ L . . . )
.belief in maintaing status quo

We have a monopolistic ';d-eiivery system - where
either the same person or same type of person
. performs all vital functions: (i) provides a service,(ii)

* collects information and (i) monitors and evaluates
the programme. In the ahsence of any other

organised acceptable structure .the same person is’

expected tojudge his performance and evaluate himself,
What this system has strengthened with its hierarchical

* structure of implementinig anti- povery programmes isthe

firm belief that status quo must be maintained. This has

. resulted in the following: =~ o :

()  The devalueing and destructive erosion of self

- - government institutions. Cooperatives, -trade
unions, small municipalities,voluntary agencies,
farmers™ societies have not been allowed to

~_ grow because they are-a threat to-the monopoly

the lower level bureaucrats enjoy. If any alterna-

“In the present system'it is easy to pass the buck or
find scape goats. If the system is tightened and
" -planning is more disciplined and there is greater
scope for public accountability, it would, lead to
decentralisation of sorts.” B

tive systems are allowed to grow with community

support this means discipline and (whats worse)
accountability and this is unacceptable,

Poor information retrieval base: there is no way
'to check and verify through independent sources

@)

the' reliability of the data they send so they are _

- actually holding-the whole planning process to
ransom. Everyone knows we are planning on
. faulty data but because we ourselves have been

responsible for developing, believing’ and -

trusting this monster of a delivery system we are
impotent to do anything about it. :

Disputé over ownership: who ‘owns’ the
comthunity assets being created with govern-

o (i)

ment funds ? It is all very well to say glibly, “the =

_panchayat.” but in actual fact, the commurnity is
told in np uncertain terms-this hand-pumnp,

school building, dispensary, pipe water supply is -

-govemnment property: Do not touch it. The rural

YOJANA, January 26, 1989
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not like the people to develop

poor does not think the assets are theirs, When _

- the™ Community Development Programme
started in the 50s the community . used to

maintain the brick and mortar assets. But at that

time no government functionary in the village

told the community—this is government
. Propety. _ : :
. consolidate self-confidence
What needs to be done? _ A '
First reduce the dependency of community on govern-
ment. Identify human resources from the village who
could be trained to provide a competent service
{traditional midwives, village level health workers, hand
pump mechanics, shiksha karmis} all under TRYSEM. It
is important, we develop and acquire some se|f respect

among us before we think of self rglianc'e.

Second, as in the National Policy on Education we
should have also foliowed a policy of de-linking degrees
from jobs in the rural development sector. o

Third, regotiate a cut -off point beyond which, it
becomes too expensive for government to step in. A

‘process of demarcating areas needs to begin. Onge this
- exercise is complete, the community “through. ‘the -

panchayats will gradually develop the confidence to
perform their function with minimal government
aksistance. . : ST

Fourth, get the community through the panchayats to

" collect information—rainfall and production data, infant -

mortality rate, land records, faulty identification of poor
families under the IRDP, updating- list of problem

villages, provide information on the non-performance of

schools. Such information is vital and needs to be fed into
the planning process from below. - :

" Fifth, start organising awareness campaigns on a .

' massive scale through agencies outside the government

system. The Organisation of Beneficiaries Scheme, the

. final outcome of a.process that began with the 7th Plan,
needs to be expanded to include informal and non-formal

groups at the village and blockfevel. =~ =
-Sixth, - give more importance and attention to

promoting and encouraging alterhative . systems-

cooperatives, associations, Panchayati Raj institutions,

- voluntary agencies so that with pressure from below they

can make the government functionaries accountable at

+ the village level, see that funds are better spent and they _ '
"do the job they are supposed to. : :

. What the current plamning process has done more by
accident than design is pump in'an enormous amount of -
money for anti-poverty. programme at the lowest
administrative unit of the district—the Block. When the

- Community: Development Programme started in 1952

the funds that the -Blogk Development Officer

(BDO)- controlled was about - Rs. 1 lakh. Now he
has access to funds totalling Rs 1 crore. He is tnderstaffed,

He has tremendous: responsibilities without authority.

He has to show he has spent the fund and at the same

~ time the system expected him to evaluate hig own -

pérformance. They take him at his word. The system is .

I

“already stretched to breaking point as he well knows,
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there is no one to ¢heck what he claims to have done.

At the district level the bosiﬁon is even worse, At the

first meeting of District Collectors in Bhopal the feed- -

“back was unanimous on the following threé points:
(it too many anti-poverty schemes for the same

- different Departments leading to total confusion
“at theé village level not to mention duplication
- and corruption: )

- (i) too'many district level committees in which the
same—most of them counter-productive and a
waste of time for the District Collector. For every
- Committee that is formed we know it is another
way of not taking a decision and opting for a

status quo positions: - o - '

-‘nggrettably we have made the process of planning
so -mysterious - and complicated and almost

intimidating that the net result is self defeating.”

- Too much data is collected and too little used. Too
much. information collected that is irrelevant and
often out dated.” ' - '

target group being implemented by too many*

names only change but the faces remain the

© (i) too mych dependence of the panchayats on
government, This could change if the panchayati
raj institutions were allowed to be activated by

local Jevel politicians. . .
au'ﬂmrity without-res?qnsibility

Only the ‘aura of the office of the District Collector
~ remains. He has more power to destroy than to create, -

improvise and innovate within the system, The: pressure
on his time makes it impossible for him to plan for his
* district. The statistics he has to play around with is
hopelessly out of date and usually in astate of shambles.
The District Statistical Officer is virtually a nobody.

More and more it is evident the District Collector has

no control over his distriet. As far as funds are concerned
some Departments only inform indirectly:" he is never
consulted and he is rarely made a party to a decision when

it comes to recruitment of staff. If his senior has visited of -

empire building the District Collector is often over.ruled.

Obviously the answer’s to have a District Pool where
all the funds from all Departinents earmarked for the
district are collected,and then collectively decided how it
should be distributed. That would 1éad to a decentralised
planning process which would be more realistic and be
more conducive to integration between Departments.
But funnily. enough where the idea was mooted at the
Collectors’ Conferences there was mixed reaction with

more people against it. Evidently they would like the

.authority without thé responsibility. They have got so
much used to pulling up people that they would not like to
be put in a position where they would be pulled up
. themselves. In the present system it is easy to pass the
buck or find scapegoats. If the system istightened and
planning is more disciplined and there is greater scope for
public accountability, it would lead to decentralisation of
" . sorts. : L - L
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If there is ome factor we have consistently under-
estimated, it is the people’s ability to plan for themseives.
Given a chance they would show why experts are not
required, economists are really not needed and elaborate

- plans are not necessary when it comes to people planning

their own future. It is, after all, an expert’s job to make a

_simple process look and sound complicated just as itis a

common man’s job to get to the essence of the problem in

-a direct, matter of-fact way. The American definitiontof an
"expert being “an ordinary man from another ‘town”

makes sense, but in India such an expert would throw the
whole system of patronage out of gear. Regrettably we
have made the process of planning so mysterious and
complicated and almost intimidating that-the net resultis
self defeating. Too much datais collected and too little
“used. Too much information collected that is.irrelevant -

" and often out-dated. T.S. Eliot's universal gyestion,
“Where is the wisdom we have lost in knowledge: where is

the knowledge we have.lost in information,’ is -the
question planners must ask thefmselves. But in the
scramble to offer impractical solutions on the problems
of the-nation as a whole the small, the insignificant, and
.the essential is always overlooked. We look on the
macro-irifrastructural problems of the public distribution

_system, but forget, perhaps deliberately, -the human

‘problems of getting a ration card. We talk of lakhs of tons -
of wheat, rice, oil, kerosene, being allocated to the State -
without looking at thé real issue why they are not reaching
the last man through the small shops in the remote .
villages: that we say is not the planners problem. We'
ingist on States preparing list of problem villages and stick
to the list like the Bible even thoughit s five years too old.

Village considered ‘covered’ (which means they have safe - '

water supply for drinking) have become problem villages

“because the sources have dried up after facing drought

conditions but no attempt has been made to update the
list: this is because no instructions have come from the
top. If an engineer took the initiative it would be taken
amiss. ' -

“So far; at the slightest pretext,drought, famine,

- security, floods, paucity of funds-village panchayat

eléctichs have not been held in many States for
years with the result that villages leaders have not
emerged to represent the voice of the silent
‘majority.” P

‘ignorance of rural realities

There are people’s solution to these problems which the -
government does not want to listen to. It is evident the .
government has no- faith -and trust in the community

_identifying* their own problems. What is simple,

inexpensive and effective-~when it comes'to methods,

-approaches.and strategies of reducing dependency of

community cn government—is avoided like the plague.

Any innovation that comes from the grassroots and can - ’

improve the system from within is never givena chance: it
could expose and upset long standing unwritten
arrangements between the village level government
functionary and the rural rich. The sooner we retognise

" that the honourable Members of Parliament do not any
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: longer fully represenl the poorer sechons of the people of
_ India we accept the fact that we are planning more for the
government and less for the people: that people who
should ‘know what poverty is like are ignorant of rura}
realities: that planning for the poor should not lead to
socio-economic change but in fact strengthening the

status quo and patronage system: that development

should lead to dependency: that access to information
should be limited to the few since information i is power:
that ifhy accndent a commumty collechvely does struggle

“There are hopeful signs that the people will no
longer wait silent and patiently and see experts
play with theirlives from the gallery. For whatitis
. worth an awareness has been. generated about

schemes and subsidies and what is rightfuily theirs, -

and where they hare applied pressure from below,
tangible results have been forthcommg from the
: system » : : :

L3

" for change it strangely enough becomes a law and order
problem (when in fact the issue before the bureaucrat is
mnot a law and order problem: It is a law of order
problem). .

Why is popular partmpatlon in planning feared ?Itis

-to the interest of dominant caste groups and controllers
of vote banks_at the village -level to see that the
community does not get too independent: that too much
of the right information is neither collected nor shared:
that local self government institutions do not get too

[

democranc and electlons are not held with such alarming

frequency-as they should. So far, at the slightest pretext~
drought, famine, security, floods, paucity of funds—

“village panchayat elections have not been held in many
_States for years with the result that village leaders have not. .

emerged to represent the voice of the silent majority.
Thus when responsibilities have been given to village

"panchayats the so-called leaders themselves have

refused to-take it on. The maintenance of school -
buildings, dispensaries and water supply which used to

be under panchayats right from the 1st Five Year Planto -
the 4th Five Year Plan have been taken over by
government. Once upon a time the community used to
mobilise funds of their own for maintenance ,of these

-assets: that oneness and commum’ty feeling no longer

exists. Now in villages there is a caste, there is a class but
there is no'community as such. In mulh caste areas this is
the reality.

There are hopeful qlgncs that the peopls will no longer -
wait silently and patiently and see experts play with their
lives fromn the gallery. For what it is worth an awareness.
has been generated about schemes and subsidies and .
what' is righfully theirs, and where they have applied
pressure from - below, tangible results have been
forthcoming from the system. They have tasted bicod

. and got their way. They have séen the impact of collective -

power- and got their rights the hard way. Now .
they know what gquestions to ask and whom they should
be addressed to, so if anyone in power thinks they are still
dealing with illiterate, backward and primitive people
they are sadly rmstaken @E@

-

( (,'.rmtd. fmm puge 51)

[

become the- planners at the village level as is: being .

. attempted on an expemnentai basis .in the Midnapore
dlsmct of West Bengal.

partlc: pative appnonch

_ The above scheme ofdecentrahsatlon however, does
not seem to he feasible in the immeédiate future. No
doubt, Karnatadka has already made a beginning. Bt it

+is doubtful how long the Karnataka scheme will last and

whether it will be a success. One ghould not forget the

fact that the bureaucracy plays -an important part at all

levels of administration; so a planning framework which -

assigns an insignificant and purely subsidiary role to the
all-powerful bureaucracy is not likely to be ‘effective
under the present circumstances. It is,
~ expendient to proceéd gradually towards the ulttmat‘e-
goal of transferring all planning functions to pancRayats
- within an agreed time frame, say, a decade or two at the
“most. Towards that goal, it is necessary to put more
emphasis on the participative approach by a restructuring
of the dlstrlct plannmg machmery 80 as to plowde
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therefore,

better. rep‘res'entaﬁon and more ‘active involvement of -
the panchayati raj institutions and by involving “the
public and their representatives in formulation of

- schemes at lower levels. Further, the various economic

or occupational groups, voluntary agencies of repute, -
weaker sections and local experts should also .be
mvolvpd in the planning process in advisory capacities.
The details would obviously vary from state to state
dependmg on state speclﬁc sm.LatJons : '

regular Electlons, Must

Fmally, the most immediate task is to ensure that.the
panchayati raj institutions are allowed to function on
the basis of elections held at regular intérvals and not
left at the whims and fancies of state authorities as has
béen the case so far, Judging by the experience so far,
this i$ not possible without a constitutional amendment
making it obhgatory to hold panchayat elections under
the auspices of an impartial election machinery and to .
transfer sufficient powers and funds to panchayatl raj

mstltutlons Li_ﬂi_l@ . _
| 55



- Tata 495, 692, 697 and .
697 Turbo Engines
Todate, over 7 lakh Tata vehicles
operating in diverse conditions are
powered by Telco’ s reliable diesel
- engines,
Now Telco has adapted these

proven engines for industrial and

marine applications as well,
Thesé industrial engines can be

. used as motive force for anything -
froma generator o 2 mmmg drill

‘Tata Diesel Engines
- for mdustnal and manne apphcanons

or road roller, Can power a forklift-

truck, harvester combine aircraft
towing tractor and many such
machines. - .
As marine engines, they are used
to power boats for inland water

" transport, passenger-cum-cargo-
~ boats, coastal fishing crafts and
'spetlahspd boars for critical needs. .

Like 2ll other Tata diesel engines,

- they’re not only rugged and

reliable but also low on oil and fuel
consumption. They can bg
adapted to various standard
gearboxes/transmissions.

Tata industrial/marine engines are

backed by an all-India Telco v

service and spares network of
dealer outlets and regional offices.

“Further, Telco conduets special-

service Iraining programmes tor
industrial and marine engme
buyers

For details write to:

.Tata Engineering &
Locomotive Co. Ltd.
148, Mahatrna Garndhi Road,

_'Bombay-400 o0l
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 Panchayati Raj— the second phase

- Dr. George Mathew

“Power to the people” has been. accepted. as one of the .important
guidelines in our country long back. Dr. George Mathew, a reputed
social thinker, explains that the “political and social impact of
centralised power has been too debilitating and this by now has been

recognised. Despite the best efforts

of the government to bring the large

masses of people above the poverty line, the funds are not reaching the
target group. The simple reason is-that local bodies are not functioning

effectively. The.author has given a survey of the egtates where concrete
 8teps have been taken to rejuvenate the local self government and hopes.

that these attempts would go & long way in the restoration of the

' Panchayati Raj in its true spirit. The wider involvement of people in the
governance. of -their own affairs, is bound to make them more .

responsible and alert. The author. pleads that local level institutions

interests of the local co wnity within the overall frame-work of

. should not exist at the sweet will and pleasure of the government in.
power. Rather, they should lbe autonomous and guided by the larger

national interest. -

A

J T 1S HEARTENING TO NOTE that now there is
. 7 _renewed interest in the revitalisation of Panchayati
Raj in the country. To my mind, there are two reasons

for this welcome trend today. First, the evils of

~concentration of power is-being slowly recognised by
. - the powers that be. The political and social implications
‘of centralised power have._ been too debilitating, ‘This we

had cbnveniently ignored all these years. At least now,

on the economic front for instance, the Prime Minister
has conceded that out of one rupee meant for develop-
ment only 15 paise reaches the target groyp because

‘local bodies are not functioning effectively. Second, in

certain States in the 1980s when Panchayati Raj was
being implemented with vision its positive impact on

.l W e A s . .
. VAN TS LN IR e T .
AV . - [ - PRy 1
; v sl LD E.J\g;\w NS E.f_hf—",) \&/) » L __‘\/;\'_-'., T .

* YOJANA, January 26, 1989




people’s life has been conspicuous.. This has opened the
‘eyes of even those who were considering Panchayats as
a nuisance or at best a necessary evil.

I consider the Panchayati Raj in the Nehruvian era as

its first. phase. That was the period between October 2;.

1959 when Jawaharlal - Nehru inaugurated the
-1964. On the recommendations of the Balwant Rai

Committee (1959) when Panchayats came into

- . existenceall over the country, the hopes of our rural folk

were raised for Grama Swaraj and 8.K. Dey the first
~ Minister of Panchayati Raj was optimistic that it would
~ become a way of life and new approach to government
and that it will bring about a complete link up of our”
people from the Grama Sabha to Lok Sabha. After
Nehru, Panchayati Raj declined; the reasons are well
known anid subject of analysis by many scholars.

For about 13 years- between 1964 and 1977
Panchayati Raj was the whipping boy of all those who
wanted to see that it must be discredited. For them
Panchayati Raj was the incarnation of all evils in
villages. Perhaps an exception of sorts during khis

. period was the Panchayat system in Maharashtra and
Gujarat. .

The appointment of the Ashok Mehta Committee in
1977 marked a turing pointin the concepts and practice
of Panchayati Raj and the second phase began when the
West Bengal government took the initiative in 1978 to

‘give a new life to its Panchayats on ' the lines of the
Ashok Mehta Committee recommendations. Karnataka
followed the West Bengal experience and soon Andhra
Pradesh also opened a new chapter. Latest in this ‘new
breed’ is Jammu and Kashmir—the new Bill was
introduced in Aprit 1988 'in the J&K Assembly
replacing the 1958 J&K Panchayati Raj Act.

“For about 13 years between 1964 and 1977
Panchayati Raj was the whipping boy of all those
who wanted to'see that it must be discredited. For
théem Panchayatl Raj was the incarnation of all
evils in villages. Perhaps an excepiion of sorts

" during this period was the Panchayat system in
Maharashtra and Gujarat.”

non-party candidates,

1

recommendations to suit their conditions and learnt
from each other’s.experience in bringing forth a new
legislation or amendments to the prevailing acts.

_ .participation of political parties
" In West Bengal the election on June 4,1978 saw for

Panchayati Raj and his disappearance from the scene in _the first time in India, political parties participating in

.the local elections officially with their symbols.?

Although there was no legal bar on the participation of
according ‘to the National
Instituite of Rural Development (NIRD) study the
prevailing political climate and administrative arrange-

ments had the effect of discouraging such participation. '

There was considerable opposition to political
partles involvement but the CPI (M) and its allies

“There is a genei'al tendency to think that the-

ideal situation is to have consensus candidates in
panchayats but it is not difficult to see that in
villages the coercive power of traditional caste
alignments, bullies and money power makes it -
possible for one person to get elected as a.’
consensus member for years. together . '

This article shall briefly attempt to mention some of
. the important features of the second phase of

Panchayati Raj and in conclusion underline some.

significant pointers for future.

The most 1mp0rtant underlylng thrust of the second
.phase is that panchayat from being a development |
organisation at the Jdocal level has emerged into a-
*political institution. The turn is for the predominance of .
_ political elements rather than the bureaucracy. Thisisa

© welcome trend.

‘West Bengal, Karnataka, Andhra Pradesh and_J&K

either revised their existing Panchayati Raj Acts or

passed new Acts, theoretically accepting the Ashok
Mehta Committee report. These States adapted the

prefeired official recogmtlon of parties in running

panchayats, as they believed that direct involvement of

 political parties in the working of PRIs would make
. panchayatl leadership more disciplined and responsible -
.in managing these institutions of rural democracy and
‘could put an end to the age-old tradition of rural -

coteries reapmg the benefits for narrow, sectarlan and

- caste interests.

Two noteworthy features of this election as brought
out by the NIRD study were: (1} There was a high
degree of political percepnon of the rural voter with no
influence of caste in the socio-economic matrix, dnd (2)
For the’ first time there was emergence of a new
youthful, literate rural leadership in West Bengal. The

" political background for the above welcome changes

were mainly two: (i) the Left Front government had -
‘promised substantial devolution of powers and
resources to the local bodies, and (ii) the participation

of political parties .created large scale enthumasm _

among the villagers.

In Kamataka, elections to le}a Parishad and Mandal '

Banchayats based on the Panchayats Act 1985 was held
in January 1987, In Karnataka also for the first time the
local bodies elections were held on party lines.
Karnataka also saw’ ‘opposition for elections on party
lines.'But the Janata Party stood the ground by asking: -
If political parties are indispensable for parliamentary
democracy, is it not important that they must take roots
in the villages through the nursery of local bodies’
elections on party lines ? .

During the election campaign the discussion and

debates in village tea shops and market places were.
elevated to the level of political ideologies, assessment

of balance sheets of political parties and the track record of
poli_tica.l leaders.
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. Panchayati Raj.-

dency to think that the 1deal
sus candidates in panchayats

_There is a- general
situation is to have cons

- but it is not difficult tofkee that in' villages the coercive

power. of tradltlonalfcaste alignments, bullies and
money power makes' it possible for one. person to get
elected as consensus member for years together. When
people align on the basis of policies and programme of

' political parties this type of problems are mlmmal

When Telugu Desam Party (TDP} came to power in
Andhra Pradesh it had no special emphasis. on
But in itss Mahanadu (yearly

" Andhra Pradesh alsé has” followed suit. This has”

ensured youthful leadership and dynamism for local
bodies. Although in West Bengal the voting age is still

- 21, young people are on the forefront of these bodies.

Accordmg to a survey, 21 per cerit of elected members

" were below 30 years. The NIRD study- of the 1978

-

convention) in May 1‘984 the party took the decision to |

1, 1959, Thus the- 1984 manifesto spoke. about
Panchayati Raj in unambiguous terms. It said that

Telugu Desam will work for a directly elected district

administration forming a third tier in the country’s

-federal polity with proper constitutional backing so that

people may have a democratic self-government at local
level, not under the district bureaucracy but over it.

The TDP took Ashok Mehta Commlttee recommenda-
tion of twotier system seriously but slightly modified it

. to in¢lude village panchayat also. Anidhra Pradesh tried

- these three
- conscious, giving the elected panchayat bodies a

to evolve its own system of local self-government. The

elections were held in March 1987 to the Mandala Praja
Parishads and Zilla Praja Parishads based on the 1986

‘Act. This election was held on party lines. It had evoked
_.great popular interest throughout the state generating
_ heated debates on political personalities, ideologies as

well as people s issues and was popularly referred to as

-a *“mini general election.”

- It is now clearly established that the lqca] bod:es

three states much more politically conscious, giving the

". bring .drastic: changes in the redundant PR systein -
. formally established in Andhra Pradesh on November

-elections on party lines have made thé villagers of these .

elected panchayat bodies a political standing of their

own, The local leadership has become politically more

) responsible also. Since the reputation of political

“It is now clearly established that the local bodiés’
elections on party lines have made the villagers of
states much more  politically

political standing of their own. The local leader-
ship has become polmcally more respons:ble

- alse.”

parties depends on the integrity and performance of
local leaders, the accountability is much more in these

' cases

: w1der panlclpatron-

One of the indices of people s participation in local'

self—govemment is the large percentage of voters’ turn
out in its elections. In all the three States mentioned

elections had shown that about 51.1 per cent panchayat
members were in the age group of 21 to 35. It is clear

-that in spite of our deference for age, people prefer' '

younger candidates.

Kirsten Westergaard’s study of West Bengal says -

that & sizeable proportion of representatives elected are -

“The fact that the entire electorate-takes part in
the election of their loco.l bodies chairman/
president at the two: important ‘levels is an
indicator of wnder involvement of people in the
électoral process. .

from lower castes and tribals and this representation is .
the first important step towards increasing the control

‘over the panchayats on the part of the.dlsadvantaged B

groups.

Another step taken in thrs direction by Andhra
Pradesh is the “direct election of Zilla Parishad
Chairman and Mandal Président. The fact that the
entire electorate takes partin the election of their local

bodies chairman/president at the two important levels

is an indicator of wider involveient of people in the
electoral process. However, there are serious questrons
about the type of people who can contest such elections
because of the cost involved in such elections for a large,

_ getgraphical ‘area. It may be recalled here that the
Ashok Mehta. Committee had recommended only -

indirect-elections for these posts.

care for weaker sectibns

‘Tt is now generally recognised that Panchayats in the
three States under review have inspired the rural -
people and created self-confidence among them. In a

“survey conductéd in West Bengal it was found that 80 -

per cent.of the members éame from among owner
cultivators, school teachers, unemployed; landless
labour, crop sharers and artisans. Over 71% of owner
cultivator members had land below 5 acres. Thus

: majorlty came from poorer sections of the village. This

above whenever the elections to the panchayats were "

held thére was high percentage of polling, in many cases
women outnumbering men. Karnataka had reduced the

voting age to 18 for the first. tlme in the country Now
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is a revolutionary charige brought about through people

getting pohtlcal power as thelr right at the grass roots

* level.

In Karnataka+25 per cent of the seats were reserved
for women and 20 per cent for Scheduled Castes and
Scheduled Tribes. This is for the first time such a.

progressive step- has been. taken in our country. In

Andhra Pradesh also reservations have been enhanced

Under the Andhra Pradesh Panchayat Samithis and
Zilla Parishads Act 1959 there were reservations onl'y
for SCsand STs. The 1986 Act provides for reservation
of 20 per cent seats to Backward Classes and 9 per cent

to. women.
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accessibility

A major concern for Andhra Pradesh and Karnataka

in the devolution of power was that Mandals should be
small and convenient enough for all inhabitants of the
area to avail the services and participate in the
‘administration. Therefore the Mandal Panchayats in
Karnataka are based on the concept of the ‘Growth
Centre’ or ‘Service Centre’ as enwsaged in the Ashok

Mehta Committee report. The parallel in old Mysore .

was ‘Hublis,'

In Andhra Pradesh the TDP government’s _promise
was that it will take administration “to the doorstep of
the poorest of the poor”. The Mandala Praja Parishad

“Thereisa general CORSensus that the new Act in
Karnataka - is the most radical measure of

decentralisation attempted so far and if properly _ Bill in the Assembly. It is now under the consideration

. of the Joint Select Committee. It may be noted that this

_implemented will convert Karnataka into some-
thing like a federation of districts.”

w1ll have (populahon 30,000 to 60, 000}, a Primary
Health - Centre, .a Junior College, High School,
Veterinary Hosmtal . Telephone Exchange,
Commercial Bank/Grameena  Bank, Codperative
Bank, Sub-Treasury, Police Station and Post Office, a

Godowu Market-yard, Vocational Training Centre and
Credit Co-operative Sodiety. N.T.- Rama Rao .had
likened the Mandala Praja Parishads to “ mini capitals” .

Earlier Panchayat Samithis were getting a per capita
grant of 90 paise and the Zilla Parishads 20 paise. Now,
Mandala Praja Parishads would geta grant of Rs. 5 and
Zilla Praja Parishads Rs. 2 per capita. In Kamataka the
government makes a grant at the rate of Rs.10 per person
residing in Mandal, 25 per cent of this goes to Zila
Parishads. Mandals have powers to levy tax also.

In West Bengal, Gmn Panchayat with about 10,000
people has become a convenient unit for local self
government. Moreover, the Panchayat Samitis which are on
block level have proved to be viable convenient units, There
are 3,242 Gram Panchayats and 324 Panchayat Samltls in
West Bengal. .

- All the measures adopted by West Bengal, Karnataka

- and Andhra Pradesh which we have briefly surveyed,

converge at least to a District Government approach for

the time being because th second phase seems to be

- giving more weight to the Zilla Parishad. Thus for

instance, in West Bengal the District Magistrate is in all

. cases to assist the Sabhadh;pau of the Z.P. A conven-

tion hag also emerged in West Bengal in which the

Chairmen of Standing Committees of ZP meet regularly.

This is a step forward in the direction of Cabinet sysbem
of functioning at the Dlstnct level.

SIn Karnataka, the status, remﬁnerat.ion and
perauisites equivalent to that of a Minister of State and
Deputy Minister given-to Zilla Parishad Adhyaksha and

- Upadhyaksha respectively is another step in this

.80
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direction. There is a general consensus that the new Act .
in Karnataka is the most radical meesure of
decentralisation attempted so far and if properly
implemented will convert Karnataka into something
like a federation of districts. In Andhra Pradesh also the
same status, remuneration and -perquisites as in
Kamataka are envisaged for Z.P.P. Chairman..

the new bill i in J ammu & Kashmlr _

In 1958 the Jammu & Kashmlr government legislated
the Village Panchayat Act. The Act received the assent
of the Sadar-i-Riyasat on November 7, 1958. The aim of
this Act was to make better prov1510n for the
administration of Village Panchayats in the Jammu &
Kashmir State. L

Thii‘ty years after the passing of the above bill, the
J&K government introduced on April 2, 1988 another

bill envisages significant changes in the- existing

‘situation of the local self government system in the

State. The Bill makes it clear that the goal of this new
legislation is to promote and develop Panchayati Raj in
the .State as an instrument of vigorous Local .Self
Government “to secure the effective participation
of the people in the decision-making process and for

“overseeing implementation of developmental programme.

‘The salient features of this new Bill are (i) Reduction

" of voter’s age from 21 to 18; (ii) Holding the elections
~ within six months of supersession of a Panchayat; (iii)

Direct election of Sarpanch; (iv) Reorganisation of

.Panchayati Adalata, consisting of three members who

will be riominated by the. government out of a_panel
recommended by the Panchayat; (v) Empowenng
Panchayats to plan and implement schemes for rural .
agriculture, animal husbandry, _
health, primary education and so on.

For effectwe partlmpatlon of the rural population in
development programmes at grass roots level the
Panchayat System will have three tiers: (a) Halga
Panchayats will meet once in a month and will get its
annual budget approved by the voters son the first

. working day-of April every year; (b} Block Development

Councils: These councils have the responsibility of
maintaining  and  supervising the inter-circle
communication system, The Block . Development
Councils consist of all Sarpanchs in a Block,. MLA of
their area (except Minister) and Chairméan of any
markéting committee or notified area committee with
the BDO as Member Secretary. Block Development
Council will get its grant from the government in
proportion of the Council as directly elected by the
people; (c) District Planning and Development Boards:
Members of these Boards are: Chairman of all Block
Development Councils, M.P, and MLAs from the

" District, Chairmen of two areas committees and.

President of Municipal Councils with district level
heads of all development departments as ex-offigio

members (Contd. on page 74)
- YOJANA, January 26, 1989



) We need a viable panchayat package

S.M. Shah ..

.Desptte overwhelmmg support for Panchayaa Raj institutions, we have
failed in strengtheriing them. Why ? Giving reasons the author says,
‘students of political institutions have rémarked that there is a silent -
resistance to giving powers to Panchayati Raj.institution, mainly from™ -
{wo quarters—the bureaucracy and the political leaaership. The agents
" of Government. felt that Panchayati Raj institutions take away from
them the powers. Political leaders see into Panchayaun Raj institutions
- theirrivals rather than providing a fruttfu!ground for training to become .
" future leaders. Itis all a play of ‘power-field’. No one.wants to surrender. -~ .
the boundary of powers ! There are conflicts rather than cooperation. _
Besides this, we as a government failed to provide a warkable package’
‘of Panchayati Raj institutions with reference to the;r place in the
: pohtzcal frame and in admmtstratxon -

S A LOVER OF TRUE DEMOCRACY, Mahatma

andhi upheld Panchayati Raj,. for, he said, ‘True.

- -democracy can not be worked by twenty men gitting at

the centre. It has~to be worked from below, by the

people of every village’

Article 40 of Indian Constltutlon on Dlrectlve_
Principles of Sate Policy provides that State should. -

take steps to organise village pachayats and endow

t.hem with such powers and authonty as may be deemed
necessary to enable them to function as umts of self-

_ government.

' three-tler-approach

Not that we did not act in this direction. The Study
Team of Committee on Plan Projects headed by

Balwantrai Mehta, in their Report submitted in 1957, _
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recommended & three-tier system of Panchayati Raj
Institutions for self-government and gave the concept of
‘democratic decentralisations’ of poltical and administra-
tive powers. It had in mind decentralisation and.

democracy, The idea of decentralisation and develop- -

ment took front seat later. Henry Maddick says, ‘there
-is a triangular relationship. between decentralisation,
democracy and development’. Planners have accepted
_ this approach. We are told that the approach to the
~ Eighth Five Year Plan will be on grassroots planning,
" Not that the earlier Five Year Plans did not advocate
planning from below Far from that,

Thirty years after ‘the much upheld report of

Balwantrai Mehta, the Planning Commission laments’
woefully that the Panchayati Raj Institutions have not
flowered on the Indian soil, whereas in the rural areas
the panchayats flourished. ‘Tribal panchayats even

today have a hold and manage tribal affairs. The -

Seventh Five year Plan, Volume II, mentions that
community- development and panchayati raj which

provided an elaborate delivery mechanism has -
suffered’ considerable erosion and gradual disintegra- -

tior’. It further accepts that the Panchayati raj
 institutions have been reduced to extremely‘ peripheral
: status

o " The third tier
"Recently there has been a renewed iaterest -in

strengthening .the panchayati raj institutions. Prime
- Minister Rajiv Gandhi has mentioned again and again

that district planning should be married to panchayati

" raj t6 make- them both effective instruments of
‘democracy and deve!opment. Panchayat: raj without

the beaucracy and thé political leadership. The agents 3

of Government felt that the panchayati raj institutions
take away from them the powers. Political leaders see

into panchayati raj institufions their rivals rather than

providing a fruitful ground for training to become future
leaders. It is all a play of ‘power-field’. No one wants to
surrender the boundary of powers, There are conflicts -
rather than co-operation. Besides this; we as govern-
ment failed to provide a workable * package’ of

- panchayati raj institutions with reference to their place
_in the political frame and in administration.” Also, we

did not provide the where-withals of funds and personnel
to - these institutions with the result .that_ they

- languished. They failed to develop a personality. They

“Panchayati raj without district planning-would

‘remain a hollow cell and district planning

without panchayati raj would remain unrepresenta-

tive. But all this could not happen unless thereisa °
‘qualitative change’ in the devoluuon of powers to

local units.”

“Thi,rty years after the much upheld report of

Balwantrai Mehta, the Planning Commission
laments woefully that the Panchayati Raj Institu-

tions have not flowered on the Indian soil, -

whereas in the rural areas the panchayats
" flourished™

developmental
‘Committee described the years 1959-64 as a phase of |
- ascendancy, 1965-69 as phase of stagnatlon and 1969-

district planning would remain a hollow cell and district
planning without panchayati “raj would remain
unrepresen’tatwe ‘But all this could not happen unless
there is a ‘qualitative change’ in the devolution of
powers to local units.- :

" The Consultatlve Committee of the parliament on

* Public Grievances and Pensions has gone to the extent
of suggesting that constitutional amendment should be

undertaken so that district panchayati raj institutions -

become ‘the third tier' of Government, the other two

being the Central and the States. This would lead to

creating ‘district governments

Insplte of such an overwne_lmlng support, and the fact
that several States did form panchayati raj institutions
with good results -and bad, where: have we failed ?
Several students of political institutions have remarked
" that there_is a silent resistance to giving powers te
panchayati raj institutions, mainly from two quarters—
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did ,_n'ot graduate. They could hot bite. And they
remained fesble, weak and suffered from ‘malnutrition’.

"Can.we now take better care of these institutions 7

The Mehta Study Team recommended creation of
institutions which were, to be statutory, elective,

‘comprehensive in duties and functions equipped with

necessary executive machinery with adequate resouirces -
and with enough autonomy and freedom. The Mehta
Committee assigned greater responsibility .to the
development task, but the non-devolution of resources
of revenues acted as a stumbling block for the perfor-
mance of these tasks. :

, The basic philosophy behind the panchayati raj-

institutions was. to evoke' people's paticipation in
programmes. The Asoka Mehta

77 as a phase of decline of panchayati raj. There is a
view prevailing that the Central sector special schemes

like IRDP and DRDA introduced in the Fifth and Sixth
‘Five Year Plans deprived the panchayati raj institutions
from allowing them to function. That also contributed to - -

the erosion of their functions and responsibilities.

These central sector schemes knocked down the .
panchayati raj institutions. Kamta Prasad has said that

the central schemes carrying subsidy strike at the root

of local level planmng Under the IRDP and like
schemes, peoplé havé become subsidy-dependent or

subsidy-grabbers and it is said. that the banks, block
officials all share this loot. L

reduce bm:'ea‘ucracy -

There are a number of different schemes in a district
numbering more than twenty at a time. There are
special officers for IRDP, ICDS, etc. This has given rise

‘{oa‘ paternali_stic_attitude’- and highbrow administrative

practices. There is need to reduce, if not to retire, the

“-bureacray from thé rural scene’and replace.it with
NGO@ the non-governmental agenciés. There could be
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user groups, producers co-operatives, social actmsts,
social workers, educationists and the like! Some work
* can usefully be farmed out to professional agencies such
‘as Institutes of Area Planning, National Institute of -
Rural Development and the Universities should be
- encouraged to have their experimental laboratories as
* the teaching medical colleges have rural certres. Let
them evolve their own approach, which may be
innovative rather than the schematic_pattern we are.
" following. Let there be fresh air, free experimentation.
We must encourage such efforts, -

-various committees

" The Asoka Mehta Committee suggested a two-tier

model, viz., Zilla Parishad and Mandal Panchayats.
True, village is not a viable unit for several activities. A
-mandal community of 30,000 may be taken as a viable

“Inspite of such an overwhelming support, and the
fact that several States did form panchayati raj
institutions with good results and bad, “where
have we failed? Several students of political
institutions have remarked that there is a silent
resistance {o giving powers te panchayati raj
“institutions, mainly . from two quarterb-the
bureaucracy and the polmcal leadership”

district panchayat

‘unit. They emphasised management'of rural develop-
ment .programmes and wanted the panchayati raj
institutions to rise up to occassion, They emphasised
that the existing scheme of distribfition of powers
between the Union and the States would require a
" detailed-out separate consideration. Following- Asoka
Mehta Committee Report, a model bill was prepared -
© with a hope that every state government would follow
the pattern and pass the bill. This dld rot happen,
. however

The ‘G.V.K. Rao Committee Known as CAARD
(1985) pointed but that the decline in the status and
authority of panchayati raj institutions may be attributed
to the reluctance of political leadership at state level to -
. share power with district leadership. The. CAARD
suggested to_entrust planning, plan implementation
and menitoring of rural development programmes to
* panchayati. raj institutions at the district and lower
levels. It also emphasised to hold local elections
regularly. L.M. Singhvi Committee for revitalisation of

panchayati raj institutions has emphasised the concept

of district planning for effectwe rural development and
nation building: :

- Inspite of such an overwhelming support frdm

- Committee after Committee, why then the panchayati.

raj institutions did not perform ? Why they failed ? And
what should be done to revitalise ‘these grassroots
institutions if we swear by participatory democracy,
decentralised development people’s participation, and
© grassrodts, bottom up development strategy ? It is very
germane to consider some of the suggestions mentioned
below in-view of the fact that we are shortly to finalise
our ‘Approach to the Elghth Five Year Plan".

_YOJA_NA, January 26,_1989.

what is needgll ? .

Enough'lip service has been paid to the panchayati
raj institutions, What is now reguired is to evolve a
viable ‘package’ and seed this in the states and all the

- more than three hundred districts and more than five

thousand -development- blocks in t!}e country. Green
revolution succeeded hecause the ‘package’ of seed
fertlllser-lmgatmn was just right: Why blame people,

the people ? Itis durresponsibility as planners to gvolve _
a right. package for the re- bxrth of pancha}atx raj

institutions.

v : T siting

The foremost requirement is that panchayati raj
institutions'shouid be given a proper ‘site’ or place in
our political and administrative structure. The ‘sub
commitee of the Consultative Commitiee of the

‘Parliament has recommended that the panchayati raj

bodies should be ‘constitutionally recognised. The
‘institutions should be given
constifutional recognition to improve theit functions. .
There is a central list, state list; there should be a‘local
list’ to indicate the powérs and functions of these local
bodies. The Constitution amendment should also lay
down that the elections to district and their panchayati.

- raj institutions be held once every five years_ Funds
bo .
- preparation of electoral rolls, ballot boxes, invigilators

should also be provided to organise the elé

etc. As there are central and staté governments, there -
should also be ‘district governments’ responsive to the

‘people. As there are central sector and state sector
.schemes it follows that there should also be'* panchayat
sector’ schemes." :

In Nepal, under the Decentralisation Act 1982, the
whole country is covered with a network of panchayats
from village, town and district levels to zonal and

“There is need to reduce, if not 10 retlre, the
bureaucracy from the rural scene and replace it

with NGOs, the non-governmental agencies. There . .

could be user groups, producers co-operatives,
social activists, socidl workers, educauomsts and
the like.” . : :

national levels. The unit of local administration was
made- to. coincide with units of different tiers of

' panchaya;s. The basic objectives of Panchayat System

in Nepal are: (i) to build democracy from. bottom-

_upwards (i) to associate people-at all’levels .in the

administration and make them participate in the
progress of the country and (i} decentralisation

- through genuine transfer™df powers to the local bodies.

Nepal’s Third Five Year Plan (1965-1970) outlined
‘panehayat . sector’ for utilising local resources for
development. The Sixth Five Year Plan lays down a
detailed procedure for the formulation and implementa-
tion of projects. by loca! panchayats
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_ . codif'cation of laws
There is need for the legal experts to look into the
cedlﬁcatlon of laws relating to the panchayata raj
bodies in each -state. These laws should refer to
periodicity of elections, the manner of fighting elections,

. the financial share of the district, mandal and village

level panchayats, their taxation fields and the limits dnd.

the functions like franchise selling, fees for user type -

services and generally to augrhent resources. The whole

_ gamut of taxation, grants and loans be covered in these .

codifications.

An important handlcap of local bodies is local
finance. Local taxes are costly to collect and are
poorly enforced. Weak administrative capacuty limits
- the abilities of local governments to raise révenues
effectively. Central governments world over ‘regulate
the few sources of revenues by controlling the tax rates,
prohibiting increases in user charges and limiting the
means of revenue collection and enforcement. Tax
reforms are called for to broadén the base. Efforts

~ capacity’ of these umts

fundmg

District Panchayats in Gujarat has recommended to set
up a Panchayat Financial Corporation- to augment
their finances,
should look into the question of sharing the taxes
between the state and district panchayats etc.

-expertise

There is need for building the plam:ung expertige at
the local level. This has been emphasised by Dantwala
Committee on Block Level Planning, and also by, the
Planning Commission’s Working Group on District

- Planning (1985). In 1977 the Ministry of Rural

Development, Goverment of- India, prepared twenty
detailed ‘Block plans’ indicating integrated area
development of all the settlements within these blocks.
An - inter-disciplinary team of experts-economists,

" statisticians, sociologists, geographers and engineers,

architects prepareu detailed operational plans
mdlcatmg missing- infrastructure with reference to
education, health, markets, industries, retail trade

should also be made to increase the ‘debt service - ete. T‘hese exereises need to be updated and propagated '

) tramlng

Panchayats should mcreasmgly tap the user charges "~ Continuous training of 'panchayati raj personnel is

. for small works like rural approach and feeder roads,
- rural water supply street lighting, local dispensaries for

. health care and the like. Sale of franchise like use of

gochar to shepherds for cattle grazing, renting out fish
ponds, forestry produce eté do indicate good possibilities.

The World Bank in their ‘World Development Report
1988’ has referred to the experunent in India followed
in South Arcot district. The ‘corporate Villages’ here

have avillage council, maintdin a village fund; and hold a.

general meeting of the cultivators at least once a year.

- They employ ‘common irrigators’ to distribute water
between and below the outlets. They also employ field.

guards to protect the bunds and crops from thieves.
. R.C. Mascarenhas of New Zealand, in his study of

milk co-operatlves in Karnataka has shown how

the dairy eo-operatwes have combined commercial
approach with producer participation. There is now

greater einphasis on self help and problem solving. He -

~has emphasised the need for building ‘constituency
organisations’ accountable to local people

H.P. Chokshi in his study relatmg to the workmg of

_very tiecessary— an aspect that has not beén

emphasised by the earlier Committées. Nepal has a
central Panchayati Raj Training Institute and also state
level panchayat training centres. The central Institute

‘should develop a methodology and discuss decentralised -

planning, organising the poor, women, youths and the

like etc, Training syllabus should be developed and
tested in the field. Case studies should be undertaken
for experimenting in the field the approaches advocated.

" The Indian Institute of Public Administration and the

National Institute of Rural Development should be
asked to open separate Centre for, panchayati raj
institutions. Political SClentlStS and others should be
drawn'into it.

Let me close by a quotation from ‘Mahatma Gand h1

. on- Human Settlements

‘We are all leaves of a majestic tree whose trunks -
cannot be shaken off its roots which are deep down in
the bowels of earth The mlghtlest wmd cannotmove
it @EE -

“Enough lip service has been paid to the
panchayati raj institutions. What is now required
is to evolve a viable ‘package’ and seed thisinthe | . . ,
statés and all the more than three hundred. | . o -
districts and ‘more than five thousand develop— - —
ment blocks in the country.” ' '
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| Arewe really s_e_ribus about :
S -Pa-nch‘ay_atiRaj ? T
. o " _— DrTKTope o

[\

A prominent educationist and former member of the Law Commission
of India, Dr. Tope has suggested legal fortifications for an effective
decentralisation of power, which, he hopes, would enable local self-
- government institutions function with greater confidence. Referring to
. certain undisputed happenings of the recent past, the author points out
-that the political culture of India lacks tolerance ivhich is an essential .
~ ingredient for sharing of power. He quotes extensively from the Ashok -
- Mehwr Committee report which says that Panchayati Raj institutions .

. are dominated by economically and socially privileged sections of the society .
and, as such, fdacilitated the emergence of oligarchic forces yielding no rou
benefits to weaker sections. An expert in legal matters; Dr. Tope has
discussed the Panchayati Raj system from legal point of view. Keeping
the Sarkaria Commission’s recomméndations in mind, he proposes that -
each State should have an Election Commissioner who should be -
responsible for.conducting elections of Panchayati Raj institutions. He
goes to the extent of recommending that political pagties' should be
prohibited from seeking elections to Municipal Corporations and Nagar =~

. Parishads so that people should get an opportunity to decide for
- themselves who their representatives should be without any political
consideration. LT T e .

TWASSEVEN YEARS, AFTER THE inauguration '

“of our Constitution, that a study team was
appointed to study interalia. the pattern of existing
virict aaministration and suggest its reorganisation.
-+ The study team was known as Balwantrai Study Team,
" Shri Balwantrai being the head of the Team. The study
Team recommended administrative dencetralisation
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for effective implementation of development progﬁmhe’ :
and further laid down that the deceritraliséd administra-

“tion should necessarily be under thie control of elected -

bodies. It recomended three tier Panchayat Raj system.’
Such a system was first introduced in Rajasthan and -
Andhrain 2959. - -

LN




" tolerance in politics

Panchayat Raj necessari lv means decnetralisation
- of powers and functions; Does India’s political culture
encourage decentralisation ?. A survey of past few years

leads us to the conclusion that there is unwillingness -

on the part of politicians, to share power. Decentralisa-
tion necessarily involves sharing of powers with
others, even with those who may not hold the same view
. as you hold. Telerance is a necessary ingredient in

decentralisation. But, India’s political culture has
recently exhibited lack of tolerance: In 1977, when the’

Congress Party was defeated at the polls to Loksabha,
the Janata Party which was in power in the Union

Government,- introduced Presidenis’s Rule in nine:

. States where the Congress Party was in power. The
_ history was repeated in 1980 when the Congress Party
which won. the elections to Loksabha, introduced

: Presidents rule in states where Janata Party was in

power. In Mahrashtra, inspite of the constitutional

_provisions regarding establishment of separate

. development boards forVidarbha. Marathwada and the
rest of M aharashtra, such establishment was opposed
foresnumber of years. -

‘If Panchayat Raj is to be a success 1t is essentl al
that our pohucal culture must accept & me\ntablenss

“The elections to PRI’s must be held on ‘time.
State Governments should niot have the power to

postpone elections to PRI’s. Timely elections can

be assured only when the responsibility of
_conducting the election is entrusted -to the
Election Commlssum. - -

of tolerance -in ﬁolitics,. Many States: established

Panchayat Raj as a result of Balawantrai Committee .

‘Report. Government of India appointed in December
1977, a Committee under the chairmanship of Ashok

Mehta, to review the existing situation regarding

democratic’ decentralisation,...and the working of the

" Panchayat. Raj Instltutmns, from the district to the
. The Committee submitted its -

village  level etc .
report in August, 1978. Folfowing passage from the
Report is self explanatory.

- “In general there has been disappointment with the
- working of PRI's which.is traced in stronger or milder
terms, to a number of inadequsices and failures. PRI’s
_ are dominated by economicaly and socially. privileged
sections of the society and have as such facilitated the
emergence of oli garchic forces yielding no benefits to
weaker sections. The performance of PRI’s has also
"been ' vitiated by political factionalism rendering
development thrusts either warped or diluted.
" Corruption, ineffi iciency, scant regard for procedures,

political interference in day to day adminstration, - '

parochial  loyalties; . motivated " action, - power
concentration instead of service consciousgness, all
these have limited utility of Panchayat Raj for average
villager. (para I. 9) Have things changed since 1978 ?
An honest answer-to this question must be given before

—% .

we give concrete shape to. our enthusiasm for

Panchayat Raj. Recently Prime Minister Rajiv Gandhi,
in his capacity as the Premdent of Indian Natlonal_

Congrescs obsorved :—

“Out of every Rs. 100 allocated to development
Schemes. Rs. 85 were spent on salaries and buildings
and only Rs. 15 on the schemes...
that planning is effective if the roots are not in villages
and in the houses of the poorest of the Country.”

; \ . .

pa‘nchayats playing marginal role

* These observations clearly indicate the failure of .
development schemes through Panchayat Raj.

In

we cannot pretend .

Maharashtra Panchayat Raj System wasintroduced on .

‘the recomendation of Naik Committee. . There are
three tiers namely Zilla Parishads,Panchayat Samitees
and Village Panchayats. These bodies were created
under an Act passed in 1961, Naik Committee argued
persuasively against giving representationtoM.L.A.’s
and M.P.’s on Zilla Parishads. However, the lust for

power ultimately led to the creation of District-

Planni ng and Development Councils (DPDC) onwhich

M.L.A’s and M.P,’s have full representation. These’
"D.P.D.C’s are now playing a dominent role and the

PRI's only a marg: inal role. It is suggested in some
quarters that State Development Council on the lines
of National Development Council should be established
in each State, to-bring the representatives of PRI's and
authorities engaged in development process togetheér.

_ Another fact of the PRI's is that the pérty inpowerin .

the State looks upon PRI's as instruments for streng-
thening the roots of the party at the grass roots level.

Some critics have pointed out that PRI'S are nothing ", -
but a device to distribute political power among the

members of the political party in power in the state,
Dr. B.K. Ambedkar was 'against Panchayati Raj. His

result that the scheduled castes always received ill-
treatment at the hands of the advanced castes and

gocial structure in our country and it has corroded our
political, social and economic life. According to me
this is the inevitable result of parliamentary democracy
accepted by the framers of the constitution. We will

.hav'e tofind an alternativ= to this system. As far as PRI's

are concerned  would make following recommendati ons:
Karnataka Pattern. should be adopted in“all states in

- India with following moditicafions :—

_election of the representauve body

" reason was' the caste dominance in villages with the

‘classes. Ashok Mehta Committee and P.B. Patel -°
Committee in Maharashtra (1986} have mentioned
this aspect. PRI's are dominated by the dominant castée
in the district. This is proved by survey conducted by
.Social scientsts inIndia. Unfortunately thisisafactof

(a) President and Vice-Presidents of Zilla Parishads, '

Panchayat . Samities .
thelr respective constatuenc:es

.--(b)_ No candidate shoqld be declared elected u}ﬂess he
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and heads of the Vlllage -
Panchayats, should be directly elected by the votersin .



' seciires 51% of the total votes cast, If there are tnqre?
‘than two candidates seeking election to the respective

'posts and no candi date at the election gets 51% ormore"

votes cast, candidates getting votes on unmber three

and downwords should be eliminated and the first two .
candiates should ‘be asked to contest election next

week and a candidate getting highest number of
votes would be declared elected. The above
method of eléction would ensure that the heads of PRI's

"represent atleast 51% of the people in the constitency
who voted at theelection. This would, to a certain

extent, reduce the' 1mp0rl:ane of dommant caste in !hc :

area.

The electi_ons to PRI's must be held on time. Stat.e-

Govenments should not have the power to postpone -

- elections to PRI’s. Timely elections can be assired only
when the responsibility of condusting the electlon is
_ entrusted to the Election Commuss:on ’

The. Sarkaria Commission has already recommended
reconstniction of the Election Commission. It is'

- submitted - that each state - should have Election
Commissioner. He should be responsible for con
"ducting elections of -PRI's, State Government-
should have the power only. to suspend any Z.P for a

‘maximum period- of six months, on grounds of

' missmangement ete. But, meedlately after suspension,
‘an’ inquiry committee headed by a judge, .to be
appointed in consultation with the Chief Justice of the
High Court, to conduct an inquiry must be establishet
"The report of the Inquiry Committee will be place«
before the legilative Assembly of the Sfate and if the

Assembly passes a resolution to dissolve the ZP by 2/ .

majority of the members present and voting, then alonc
the ZP should be dissolved; otherwise the suspension
wilt come to an end the ZP will be allowed to complete
. the tenure under the Act.

erosnon of dnstnct share

I would like to invite attentlon of readers to the the’
._observatlons made by a former LA.S. Officer of
Maharashtra who later became a Minister ‘to" the

- Government. He was speaking in a semmer on .

. Panchayat Raj

.

*“We wish our subordinates to be competent, but we

‘do not allow them to blossom and flower. We believe -

and hope that everything should grow under. our
shadow. Take for example planning, Maharashtra was

the first state in the country to adopt the process of ' .
" The consututlon (Forty-Thlrd Amendment bill,

democratic dencetralisation in planning: A tremendous
amount of exercise of mind and brain and -effort
was made to-delithit the powers and ob]ectwes of
district and state planning. We decided at that time that
‘the district should have 60% of the total fund available’
. for-activities conducted . in the districts and the State
_share should be confined to 40% only.. Over the years-
there has been a regular (some times deliberate, some

._times. incidental) intrusion and erosion of the district - -

" share’ with- the result that to-day dlstnct planmng
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controls only 25 to 30% of the total plan funds. You :
argue. that some schemes are so nnportant that even
though they are in the district, they have to be in the .
 state pool but operated at the district levela.

The above passage clearly lndlcates our pohtlcal

culture. States have been blaming the Union Govern- .

ment for depriving the States of 'thier financial
resources and-political powers. In turm, states have been
depriving Z P s of their financial resources and powers.

* Qur politicians talk one thing and practisé another

thing. In this political culture, we are witnessing

.Ienthusmsm for Panchayat Raj. I hope itisnotamovefor
winning votes in coming election. If we are really serious

about Panchayat Raj, 1. could recommend an

_amendment of the Constitution. As a matter of fact a

draft bill for amending the constitution was prepared

“in 1977. It was called the Constitution (Forthy-Third)
. Ammendment Bill 1977. The provisions of the Bill were

supportéd among others by S.M. Joshi, Indu Bhai.

" Patel, Rarh Niwas Mirdha. and E.M.S. Namboodrispad.

The text of the Bill is given.at the end of the, article.
I would hke to make one more- recommendatlon. ThJs

. recom.nendation must be included in the amendment

to the constitution. If we are really “serious “about.

"‘,An'other.faet of the_PRI’s is th'at the party in
power in the State loocks upon PRI’s as

‘instruments for strengthening the roots of the

Party at the grass roots level. Some critics-have

' pointed out that PRI’s are nothing but a device to ‘

distribute pohtlcalpower among the members of
the political party in power in tl_le state.

Panchayat RaJ, Political Parties whlch have rece:ved
Symbols for election froin the “‘Election Commission’,

must be prohibited from seeking elections to 2 Ps,
Panchayat Samitis and Village Panchayats. Let usleave

~ atleast this field to the people to decide for themselves

who their representatives should be ‘without any
political consideration. Career of politics should "be
kept away at least from Z Ps. Iwould, as a matter of fact, .
recommend that the political parties should be "

prohibited from seeking -elections to, Municipal .

Corporatlons and Nagar Panshads also.

the amendment blll

Followmg is the text of the Constltutlon (Forty—thlrd

-Amendment Bl]l) 1977.

1977)

. C . .

BI“ o

further to amend the Constitution of Indla Be it
enacted by parliamént in the twenty elght year of the-
Republic of India as follows:

1. This Act may be called the Constltution (Forty-_l :
thmd Amendment} Aci, 1977 © . - -



2 ‘After Part VIII of the Constitution, the followmg

part shall be inserted, namely:

Part IX
" Local Government
(Panchayat RAaj.)

!n this part-

“Coungil”. means a vxIlage panchayat, district
council, and includes a regional councﬂ where such

council is constituted.

In every State, the State Government shall, by
" public notification, divide each district in that
state into as many units of Self-government as the

State Government may think fit for the purpose of ~

orgamzmg village panchayat.

1
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@

@

(4)

. (5).

{a).

(b)

(c)
(dy
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In every State, there shall be ¢stablished—
{a) u village panchayat for each unit of self-

and

a district council (by whatever name called) for '

each-District.
Without prejudice to the provisions of clause
(1) a State Government may constitute regional

_ councils {by whatever name called), each such -

counil comprising such number of village
panchayats within a'district as it thinks fit.
The State Government shall make a law to give
effect to the provisions of this part.

Each Councial shall consist of such number of

elected members as may be speclfxed in the law

" made under clause (1). -

The members of the Counc11 shall hold office
fér a term of four years from the date appointed-

for the first meeting of the Council after general

elections to thie Council,

Each such Council shall be a body corporate by

the name of (name of the Council) and shall

have perpetual succession and a common seal -
" and shall by the said name sue and be sued.

_The State Government may make rules to_
prowde for— '

The machinery, in consulatlon with the Chief

Election Commissioner, for the Superintendence; -
direction and control of the preparation of
-electroal rolls for, and -the conduct of all.

elections to the Council;

The delimitation of territorial constituencies for

the purpose of elections to the Councils:-
The qualifications for voting at such elections
and the preparation of eiectoral rolls therefor;
The qualifications for being elected -at such
eledtion as members ofthe council;

The conduct of its- meetmg and its procedure in

general; and

"All other incidental matters. . S
_The Council shall perform such executive and

administrative functions within their respettive

funetions .within ' their repective territorial
Jurlsdncnon as’ the State Govemment may, by -

government constituted under Artlcle 243-&

M
(i)

@)

-

@)

@

(4)

(5)

- (6)

1y

© from the commencement of this part and

(@)

m

law, conferon them 1nclud1ng functionsrelating -
to_

The promotlon of economlc and soc1al

‘development; and -
Implementation of plans relatmg to economic -
and social development made by the Central

Government or State Government.

The State Government shall, with a view to

decentralise its power.s‘endeayour to devolve *
progressively greater powers and responsibilities

~on the Councils to enable them to function

effectively as institutions of self-govemment
‘The State Government may, by law, authorise a
Council to levy and collect in accordance with

- prescribed prodedure such taxes and fees

as the State Government, thinks appropnate
The State Government may also, by law assign

" t6 a Council such duties and taxes levied and

collected by it, for such purposes, and subject
‘to such conditions as may be specified in the

 law, and may also make grants-m—ald to such '

Council, )
There shall be constituted for each vnllage

. panchayat a Panchayat Fund, for each district

Councial a District Fund ard for each regional
Council, if any, a Regional Fund to which shall
be credited all moneys received respectively by
‘the village panchayat, district Council and
regiona] Council.

The State Government may make rules for the
management of such funds, for the procedure
-to be followed ii respect of payment of money

“into the said funds, the withdrawal of money

therefrom, the custody of money there in apd

any other myatter connected with or anmllary to. -

the matter aforesaid.

The Accounts of the Councils shall be kept in
such form as the State Government may
prescribe,

The Comptroller and Auditor-General shall
cause the accounts of the Councils to be

- audited in such manner as he thinks fit and the

reports of the Comptroller and Auditor General

shall be submitted to the Governor who shall .
cause them to be laid before the Legislature of
the State.

The State Government shall within two years

thereafter at the expiration: of every fifth year-
appoint a commission to review the finanical -
position of Councils and make recommeida-
tions to enable such Councils to function
effectively as units of local self-government..
The Governor shall cause the report of-
‘ecommission to be laid before the Legislature of
the State together with an explanatory
Memorandum as to the action taken theréon’ ,
In respect of areas within the jirisdication of
one or more Village panchayats, the State
Government may, by law,provide for the
Constitution of Courts or Nyaya Panchayats for
trial of suits and cases between the parties all of
. (Contd. on page 94)
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Planning from below

Dr. D.M. Nanjundappa
"Development plans-are designed to fulfil the needs of the people. Hence, .
. direct involvement of the people in the implementatibn of these plans is
v essential. In the absence of no’ functional agencies, at the district or
‘ - Taluka or village level, says Dr.. Nanjundappa, Vice-Chancellor of
.. Bangalore University, there is a possibility that planning may result into
- an unintegrated exercise for resources far in excess of availabilities and -
programmes uncoordinated and unrelated to felt needs. Emphasising
the unportpnce of Panchayats he points out that these representative - _
‘bodies enjoy. certain advantages in the matter of locally manageable -
small pro;ects includedina larger development plan meant for the whole -
State. The author holds the view that the Panchayati Raj institutions, as
. local instruments of economic development, offer the local people, “their
own socmlwm”mstead of imposing anything like that from outside. He S
suggests that youth who look towards future, should be brought within - -
the fold of these institutions and be provided with an oppormmtyeto serve o
the. peqp!e and demonstrate their capabdmes .

'PLANNING FOR DEVELOPMENT BECOMES problerns resOurces, :nfrastructures and processing.
FRAGMENTARY or unintegrated if it lacks. ‘needs, If this is accompllshed the plans of dlfferent :
spatial dimension. A national ‘plan has' to be aréas can then be integrated m.toa mutually consmem
formulated througfa a hicrarchy of integrated regional state plan. - - . M
_or sub-regional or district or state plans. In their o e
preparation, due consideration is-to be given to- B prepanngarea Pﬁhs
'reglonal or local problems of areas varying widely in "I:here ex1st many bdrners to the mtroducuon of'
Iand form dl'ld “use: and their potentials,’ populauon: spanal dlmensu)n 1nto the process of pldnnmg Whlle' :
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'. the national plans prov1de the over-all framework of.
- growth rate and sectoral priorities, "the state plans that
are to go into it have to be worked out on a two-way

.. process. At one end, a critical review must be done of

economic and physical situation in order to identify -
the point at which the state stood particularly with
reference to the development of natural resources and -
infrastructure and “existence of reglonal or - sectoral
‘imbalances and the volume, distribution or
diversification of employmem opportumnes ‘This is
also the level at which resources that are forthcoming.
from the Central Government and the manner of theit
distribution for various programmes at different levels

below that of the State are to be assessed. In so far as-

‘some standardised programmes that are accepted by
the Central Planning Authority and the Central

- Ministries bring in 4 flow of funds to the state plans,

such. resource accrual largely determines the choice of-
progfammes ‘irrespective of whether they reflect local
needS or not. Moreover, if there are.no functional

agencies~ at the district or taluka or wll_ag_e level”

“Instead - of ‘a uniform ‘application of development
‘programmes all- over the state irrespective of their
smtability to local physio-geographical conditions,
area plans are to be prepared after indentilying the
‘ strategic vanables and examinlng lheir interaction.’?

charged w1th the power ard responsnb:llly for
examining the land form and land use of the area,

*. local needs, resources ‘and their mter-relatnonshups,

-mst:tutlonal arrangements and potential -patterns,
.plannmg at the state ‘level has to evolve the.
“programmes and priorities on the - basis of its own
. assessinent of the requirements of the state as a whole:
The result i is an unintegrated exercise for resources far
" in . excess - of - availabilities and programmes

o .uncoordmaled unsynchronised and unrelated to felt

‘needs. .
To overcome these defects, planmng ‘from-above is

" to be matched by a process of planning from below.

- That is, planning is.to be rationalised by efforts' to
- prepare the village, taluka block or district plans.
Instead of a uniform application of development
- ‘programmes_all over the state irrespective of their .
suitability to local physio-geographical conditions.

. area plans are to be prephred after indentifying the
- strategic” variables .and examining their interaction.

‘Area plans make the people te identify - the
programmes meant for their locality and this. would
"lead to the concentrating of the programmes- and -
“invoking of necessary co-operatlon from the peOple in .
lmplementatlon . '

Iocal democratlc and eﬂ"clent
Panchayat Ra; lnst\tutlons offer an institutional -
-

70_"

.

innovation for planning from below. They give a set of. .

_inter-connected democratic and popular institutions at
the village, block and district levels in which
‘representatives of. the "people on the village ..
panchayats, panchayat Samitis and Zilla Parishads '
function wnh the official of administrative and

developing’ agencies of the Government as a team for

the development of the area that falls within their
jurisdiction, There is a great stress on developmental
" role of these institutions. In the context of wide-spread .
‘poverty and low. level of social services, panchayat raj.
without development would. be a barren and sterile
concept. . = =
There are two consequences of thls expenment
One "is that it supplies an interlinked institutional
structure -together with: decentrahsatnon through
“delegation as well as devolution of powers and
functions. The second is that it supplies institutions
which are primarily units of local governmem whose
important  objective  is © economic .and - socml
development.- S

" The, distinguishing features of these Institutions are:
Local, Democratic and Efficient which offer the
-kernel of the whole problem. It should be local

becausé it must be closer to the grass roots, -the -

common. people and their probléms; it. should be
-democratic because there should be a place in it not
only for the few educated or elite but for all the -
people whose respect it can enjoy by its affinity; it
must be cfficient because operating as it does from a
scarcity base, ‘benéfits from its programme should be
maximised with minimum resource spendmg

.'Local Government'is closer to the people than State
or Central Governments Identification ,of the needs
‘and execution of the programmes are. $0 much. easier..
‘and prompt with administrative units at the local level.
The educational value of the local bodies  have always
been. there; their broad-base secured by the popular -

representation. sustains and oonsohdates_ " the

-~ achievements. - B = .
The Panchayat Raj Instjtutions enjoy. certain

technical . advantages in the matter ‘of "locally

‘manageable small projects included in a development’
plan They make developmental efforts economically
‘easier because of the short gestation ‘period of the
small works. They promote undertaking of the-
secondary programmes which -are complementary to
major projects executed at the higher . levels. They
offer a device for planning and provide 2 structural
" link to the projects of higher importance. [n short, the
. success of the local bodies as instruments of economic
development depends on the creating of a

" representative “and democratic agency which will

supply the local interest, _supervision and care
- pecessary: to ensure that expendlture on local projects
conforms to the needs and wishes. of the locality and

- YOJANA, January 26, 1989
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investing it with adequate power and assi‘gnmg to it

appropriate finances - L .
T their own socialism

" It is therefore clear that a high degree of autonomy

4 is essential for performing these functions. réadjusting

i

g !

- - whether tlie structure of panchayat raj system which is

in accordance with the peoples desires and locally
changing needs; while conforming to the accepted

“national pattern. For these reasons in a sense we may.
- say that the Panchayat -Raj Institutions as local
instruments of economic development offer the people.
“Their own socialism™. instead .of imposing anything

like-that from outside.

Following the Balawantrai committee Feport.

_ several states adoptéd the panchayat raj. system. Most.

of them failed owing to the fact that decentralised
planning did not take place and leadership did not
develop. There was more “of teliance on the
bureaucracy for achieving - the

" .objectives. Change-orientation and resuft-orientation
failed to percolate into the system. '

Of late, following the Ashok Mehta committee’

report, ‘some states have tried to restructure the
panchayat raj system. Here again, it ‘appears that
emphasis is on fulfilling a démocratic principle like the
representatives of the people being elected rather than
the right type of leaders being elected on the basis of

‘their professional knowledge and ‘commitment. for -

rural development. Then, the: qu‘estibn which arises 1s

based even on the Ashok Mehta committee report
answers squarely the needs of leadership. '

the Kan_llntak'a pd Andhra models.

The -Karnataka model is more }‘adicél than those

4 s adopted by other states. The reason is that in

Karnataka, instead of allowing two streams of

+ dévelopment, a single stream -is established in the

‘t"

F

* sense that all plan scheines identified as falling within .
* the -districts_and the local sector and the non-plan
items. have been transferred to the newly formed zilla’

- parishads and mandal panchayats. .

In .Karnataka ‘and . Andhra ,Pradesh,' mandal

panchayats are formed for a group of villages though

the population sizé varies from 8,000 to 12,000 in
,Karnataka against. 35,000 to. 50,000 in Andhra

Pradesh. In the case of Malnad districts of Karnataka,
" the population criterion is 4,000.

At the grass roots levél the village panchayat has

been retained in Andhara Pradesh while in Karnataka

it is replaced by the gram sabha. As for the block and:
* taluk level set-up, the existing panchayat samitt has
been abolished in Andhra Pradesh while it has been

retained in Karnataka but without powers.

At the district level in Karnataka, the earlier district

development council under the chairmanship of the
deputy commissioner has been replaced by the zilla

.parishad which is. now headed by the elected.

' YOJANA, January 26, 1989.
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developmental

-

representativ_e' known as the adhvaksha. In Andhra
Pradesh. ‘besides the zilla' praja parishad. there is.

- another level committee (zilla abhivrudhi sameeksha.

mandaliy under the chairmanship of a state minister to
act as an apex. body at the distnct level. It tainly

" consists of district- legislators (MLA, MLC and MP

and experts nominated by the state governments). The
chairman of the zilla. praja- parishad is ifs

“vice-chairman while -the collector is its ex-officio

secretary. _ o
As for the membership of these bodies there is wide
variation between the two. states. Andhra.Pradesh
opted for ex-officio membership- against the directly
elected membership in Karnataka. In Andhra Pradesh
the members of the mandal parishad and zilla parishad .
are: ex-officio members. ‘The. chairman is ‘directly .
elected as in Karnataka. . L : '
‘The system: of direct.election to these positions is a
major depature from the earlier system. In Karnataka -

- 25.and 18 per cent of the seats in these institutions are

reserved for women and the scheduled castes and

“In the context of widé-sprea'd' povertyla'nd low level of
social services, panchayat raj without development
would be a barren and sterile concept.” B

tribes respectively.. Also a senior o‘fficer' of thé
administrative service has .been posted as the chief
executive officer of the zilla parishad. In Andhara

~ Pradesh, only an officer junior to a collector, known
as-the district development officer, works under.the -

overall supervision of the Chairman of “the zilla
parishad. Besides, the district collector has a-say int the

affairs of the panchayat raj institution. In Karnataka it

is not so.

Also, many development departments, particularly
the DRDA, are still outside the purview of the zilla
parishad in Andhiara Pradesh. In Karnataka the .
DRDA has been merged with the zilla parishad and
nearly 45 per cent of the state plan resources are:
transferred to. the zilla ~ parishad and mandal

. panchayats:

For making th_é.- panchayat- raj institution function

effectively, the demarcation ot the sectors namely, thie’

zilla sector or panchayat or mandai panchayat sector

.and_the .developmental schemes are to be identified.’

In the Karnataka model schemes transferred to Zilla -
Parishad_for ‘which they will be responsible in the -
areas covering agriculture, ‘horticulture, soil
conservation, animal husbandry, fisheries, forest, rural
development, minor irrigation, roads and bridges, -
nutrition, primary and secondary education, Indian
system of  thedicine, rural health, primary health
centre buildings, family welfare, welfare of weaker
sections including Schéduled Castes/Scheduled

A
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‘Tribes,  stipendary employment _ scheme for
‘unemployed, social welfare, housing, village and small
industries, cooperation, “civil - supplies, sports and
youth services etc. have been -listed. Slmilarly
~ corresponding to the powers and functions of mandal
‘panchayat, schemes transferred, to the.. mandal
panchayats -for which they will be responSIble have
been notified .and - they cover areas like adult
education, rural water supply, housing, welfare of
SCIST, agrrculture rural development,- roads and
bridges,‘ welfare of backward classes and minorities, -
- special component plan, nutrition, horticulture, soil
conservation, animal husbandry fisheries, forests,

- ,cooperauon sericulture, sports and youth semces

Local Govemment is closer to the people than State -

- -or Central Governments. Idenhﬁeahon of the need .

. .and execution of the programmes are so much easier

. and prompt with administrative units at the Iocal
level,”. . :

For transfer of funds from the state to the zﬂla
. panshads an objective “criteria_ giving weightage to
population and backwardness has béen developed.
" Similarly for allocation of plan-funds which are to be
earmarked for the mandal panchayats, objective

indicators “covering population, ,area of the mandal,

dry land area, : agricultural labour  population,
- percapita resources raised have been considered.

It is not. mtende;l here to-go into the mems and,
demerits - of this new model in the context of

developmg leadership. But it is irrelevant to the
theme in so- far as certain mferences do- follow from

the set-up. .
- No doubt, in the Karnataka -model the zilla
parishads have been  given the status of a

mini-government but the weakness -is that at the
mandal - level there is no administrative - machinery
which can execute the * programmes for  rural
development in the area. The mandal panchayats have
. to depend on the zﬂla parishad machinery.

_ transfonnauon in hureaucracy

Agamst this background, the role of bureaucracy is
interfaced with promoting leadership for development.

It is no secret that bureaucrats have often felt that the

political decision-maker lacks expertise or skill and is
- not fully aware of the styucture and policy. Therefore,

-the leadership leaves much to be desired and this has

10" be made up by bureaucratlc advice. This. may not

~ be tenable in all cases. - :

The bureaucratic phenomena has grown over the:
~ years covermg several new state activities which are
burgeoning. - - : :

In the context of -decentralised plannmg and
developmg leadership for development at the different -
levels, what kind. of transformatlon the bureaucracy
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has to undergois yet to get crystallised. Nevertheless,
it should be noted. that wherever bureaucracy has been-

of the type. which is at. the “receiving end”, the -

response to development has been more encouraging
unlike most other scenarios. where bureaucracy is at-

. the “gwmg end” 4 ’

_ need for tlﬁned planning machmery

Under - decentralised planning, for. the mandal -
panchayats to play the role effectively in the overall
framework of the zilla parishad set-up, it is -very
important that the .plan formutation for - various
schemes entrusted to them is done on a scientific
basis. As ‘the plans are to be integrated spatlally and
sectorally, a well trained planning machinery is
needed. - In some of the states, .particularly, in
‘Karnataka, the planning machingry is welt established- -
with functional- divisions -like District and Regional -

" Planning, Manpower Plannmg, Evaluation Perspective )

"Planning, Plan Moniforing, Plan Finances and

-Resources and the like. In fact, for each one of the

zilla parishads there is a Chief Planning Officer (a
technical officer. ‘with requlred skills) assisted by a
manpower planner, project- evaluation® _expert,
cartographer, economic analyst, statistician and the
like. This group is further assisted by the State level -
District . Planning Machmery Wherever such a
machinery does ot exist, it is essential thaf immediate
steps are taken to provide it. :

The other aspect of the training is w;th reference to.
the’ members of the zilla parishads and the mandal
panchayats.. No doubt, the members have the field
knowledge and some of them might even be. those who
can analyse the problems. satisfactorily. But one is not

: _sure of the planmng skills of people who get elected. B

“lt i$ no secret that bureaucrats hiave often felt that the
political decision-maker lacks expertise of skill and is
not fully aware of the structure and policy. Therefore,
the leadership leaves much to be desired and this has to
be made up by bureaucratic advice. ThIS may not be C

.-

Therefore both the elected”representaﬁves and the
officials require intensive training in planning at the -
mandal level and at the district level for drawing up of
an action plan for implementation. Such training can .
- be institution-based  and also combined with
on-the-job training In certain situations under the
panchayat raj, where efforts are made to involve the-
weaker sections and the masses in general, the system-
is confronted with mass illiteracy among the -people.
Therefore,” the top-most priority will -have to be

- assigned for the removal of illiteracy both through
‘erash

schemes  and through functional literacy .
programmes. Audno-vrsual aids have to ‘be hterally '
used and the resources “now avarlable in the
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- up has also brought -with it thedecentralisation o

. own for
panchayat raj set up, -there should be a-change in the:
" very process: of financial approvals at the - Planhing

“universities, colleges secondary schools, | voluntary
organisations and champion -volunteers in villages
must be fully utilised for mounting a mass Literacy

" Movement. The NCC can casily be brought into this

frame WOrk

sanctioning power for schemes :

Decentralrsed planning under the panchayat rag set

the
finances and the delegation of the powers. However,

in actual implementation, there are certain problems. -

_ As for the delegation of powérs, the heads of the
departments may still try to have some reservatlons It

should, however, be made clear that' the mandal -

panchayats and the zilla panshads have full powers to
sanction the schemes and also release the funds.
Under no circumstanges, should there be any occasion

* for referring, all over again, the schemes for sanction .

to the state level.
Often, an issne is raised that mandal panchayats and

‘the zilla parishads depend solely upon the funds
devolved from the Central Government or the State

Government: They do not raise resources on their
development programmes. . Under

- Commission level itself. When the State plan schemes
‘are . finalised, the Planhing Commission . shouid
concentrate on major irrigation, power projects, major
.transport and major industries and the rest of ‘the

imply that, all central sector sciemes for which funds

- are released by the centre -have to be pooled at the’

zilla parishads level and the utilisation of this money

should be with reference to the zilla parishads plans’

and the mandal panshads plans.drawn by the planning
machinery. This, in no ~way contradiets
‘responsibility for accounting of expenditures, but, it
. facilitates the establishing of proper linkages among
different schemes. ° :

community resource mobilisation
The questton that the Panchayat Raj institutions do

: not raise enough funds must be answered squarely.

There was a time when the local sector was untapped
by the tax instruments. Now, .it is found that
practically, all items are touched by the state tax

* policy and there is very little left for the local tax
_handles. The village houses or the vxllage shandies no
~ longer offer an attractive resource basis. Again, the
pricing of agricultural commodities is yet-to become -

sattsfactory However, there can be a matching device

whereby in the plan schemes 75 or 90 per cent of the

funds are offered and the panchayat raj institutions.
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can be made- to provide the matchmg contribution of
10 fo 25 per cent. Some such incentive would be tideful

in- proddding panchayat raj institutions to go in for
‘community. resource mobilisation for develoPment _

-purposes.

A major hurdle to be faced is the conflict between.
officials and the non-officials. There is a greater
tendency on the part of the local members including
the officials to succumb to great pressures which may .
lead to wrong priorities and improper. choice of
locations for the. schemes, Often the officials and the -
non-officials may clash wrth each other, obvnously, due
to' lack of proper understanding of the planning
process, the priorities, funding and. their relative
responsrbllmes and roles. It may also be due to.the
existence of a ‘supérior-ififerior’ relationship’ feeling
obtaining among the officials and non-officials. These
have to be removed by education and training. It may

- be necessary to establish a machinery at the state or

the district level consisting of senior officers and the -
top brass of the ‘political parties.to rush to such mandal
panchayats or zilla panshads where oonfllcts manifest..

“Theyouﬁhavenmoreopenmindthanothm Itis

for the obvious reason-that they are not committed to
past and that they are free to take a look at the future
and determine what they can do. Therefore, they
should be brought within the democratic futlctioning of

- these mstntutions o7
“resources covering both the central assistance and the

state resources are to be shown as 'untied for.
devolution in turn to zilla, parishads and the mandal
panchayats within the state. Also, there is a need for:
pooting of resources at the district level which would

Ihey should gmde them 1mmed1ately and sort out the_
problems. If this does not happen  bitterness

. accumulates and that can strike at the very roots of the

system. It is in this context, that.often it is reiterated
that' with decentralised planmng there is no need for
large number of senior-most officials to be at the state
Secretariat. Their services should become available at
the. district and even at.the mandal panchayat levels;
without adding to expenditures on administration, the
re-dépioyment  of the senior level staff can. be
profnably done. Finally, for panchayat raj to succeed,

it is the leadership which would be of paramount

importance. This applies to the ofﬁcrals and to the
non-officials. . . -

: requlred a measure of control
To make  panchayat raj institutions mass movement,

there should be a voluntary curb to ensure that no one -

continues in position in such institutions for more than
a specific period say 3-6 years, Careful attention is
needed in this area to evolve appropnate legal and
other framework.

The Youth have a more open. mmd than others. It is

' for the obvious reason that they are not committed to
‘past and that they are frée to take a look at-the future -

and determme what they can do. Therefore, they.
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should be brought within the democratic functioning
of these institutions. Moré over the leaders should
realise that they are there to serve the people but not
1o ‘get rich in the sleep® as it were. They ought to get
reminded always that théy are the servants of society.-
As Swamy - Vivekananda- said “the days for the
privileges and exclusive claitng are gone” k

Some controls are required for both. In the case of
" administrators, the measure of control has to be from
the higher echelons of the bureaucratic set-up. For the
political decision-maker, the control is to come from
 the higher level leaders of the political party. -

A clear vision and commitment to serve the poor.
and the undeveloped areas must be present. This calls -
for the inculcating of higher values and it is in this area
. that panchayat-raj runs the great risks as in other

-institutions. There are however, no soft options. [W]f]

.

, (Confd ffon_t page 60)

The J&K Bill has generated considerable interest
' among the advocates of decentralisation. Itis hailed asa

Bill imaginatively conceived which will infuse into the -

people of J&K -a new spirit of self-reliance and self-
confidence. The idea of panchayati adalat is riovel and
- bold. ) - . '

conclusion -

' The second phase of panchayati raj has disturbed the

earlier “balance” between officials and non-officials. -

Consequently, a process of trial and error, a process of

- adjustment is inevitable in order to appreciate the view -
~ points of the official and non-official sides. It took some

time in West Bengal to understand the new ethos.

. .- In Karnataka, serious questions. are. raised whether

. bureaucracy will throttle the P.R. initiative. Are they

‘not hurt because the rurak folks have become: their
- masters under the new dispensation ? Another guestion -

- whichattracts our attention is, will the inclusion of MPs,

MLAs and MLCs in the local bodies help growth of local

leadership ? It has been argued that their presence is

, - meant -to maintain link hetween Zilla Parishad ‘and

policy making bodies at the State ahd unien govern-
. mentlevel. The Ashok Mehta Committee had, it may be
. recalled here; suggested inclusion of nominees of only-
- bigger municipalities, persons with special interest in
rural development and university teachers in- social
sciences; and excluded MPs and MLAs because they
carry a lot of weight and their direct association with
Z.P, will inhibit the emergence of local leadership.

. In his dissent note to Ashok Mehta Committee
- report, E.M.S. Namboodiripad had gone to the extent
of saying that even the . presence of non-elected
members might imply that ZP is a body concerned with
development alone; thus relegating the political and
democratic dimensions.to background. i e

T

- “Total fréedom from the strangleholds of Central and

State level political leadership, non-elected members
and officialdom is a prerequisite for effective functioning
of panchayati raj. . :

Political initerfererice over the heads of the Panchayat-
‘bodies is most dreaded aspect of present-day politics, It .
will be milder if the Z.P. and mandals belong'to same -

party but severe if they belong to the opposition. One

such issue which had already come up is the questionof -

"“It is not desirable to vest-the powers of the

supersession' and dissolution directly in govein-

ment’s hands. The central Issue for a functioning

democracy at the lowest level is that the local level

Jinstitutions should not exist at the sweet-will and -

pleasure of the government in power.”

' . Mandal reservations in districts in Andhra Pradesh.'
. .. Charges have been levelled in some districts that the
. - reservations were decided not on the basis of

population of SCs and 8Ts in a district, but on the
politi(_:a_l interests of the ruling party.

- It is not desirable to vest. the powers of the.

supersession and dissolution directly in government’s

hands. The central issue for a functioning democracy at
- the lowest level is that the local level institutions should
not exist at the sweet-will and pleasure of the govern-

- ment in power. They should be autonomous and guided
by the larger interests of the local community within the
overall framework of national interest, It ddes not mean.
that there should not be any check and balance, These
contrels should not be from above, but built in -
- horizontally, by people themselves. mmE -

-

. -

- .V'i_llage. Panchayats

- True democracy. cannot be worked by twenty men

sitting at the centre, It hias to be worked from below by |

the people of every village.... .

In my opinion, there is no law which can s’tbp a

Panchayat from functioning wherever the people want
it. Every group (of villages) or its member can have the
Panchayat system _whetl}er the rest of India has it or not.
True rights come as a result of duty done. No one can

.snatch. away such rights. The Panchayat is there to _

serve the people. In the true democracy of India, the
unit is the village. Even if one village wants Panchayat
Raj, which is called republic in English, no one can stop
— Mahatma Gandki, Harijan, 18-1"48, p. 519.
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Deeenttalisati'b,n the Nagalalid' way !

" Dr. B.N. Sahay

A
+ -

- ~Nagaland has embarked on an experiment of decentralisafion'of power
by directly providing plan funds to all the villages thereby increasing

their competence to plan and implement development schemes. The

author, who visited the State sometime ago, saw for himself this

experiment being conducted there. He speaks highly of the successful - -

cooperative parmers}up between the Government and. the people for all-

round development in every village irrespective of its location. Especially,

he commends the role of Village Development Councils in which peoples

of both traditional mind and modern outlook sit together to plan and
decide their own course of action of growth and development. The

- author feels, the Nagaland approach is worth experimenting in other hill

and tribal areas, particulary in the tribal areas of the north-eastem -

region.

'of decentralisation of power and responsibility, the
arfrangements of the Government of Nagaland for

directly providing plan funds to all the villages and -

thereby launching a' process of gradually increasing
planning and implementation competerice at the village
level deserve special mention. An assessment of these
arrangements has been made in this paper with the
hope that the lessons leamnt are not lost sight of while
planning and administering the rural development
: programmes w1th the full involvement of people

.M(')NGST THE SUCCESSFUL EXPERIMENTS.

. Each village in Nagaland today has a Vlllage Councll :
and a Village Development Board— corresponding toa
.regulating and an executive body. .The tradmonal
institution of the Village Council (corresponding to the -
. statutory Gram Panchayat) was given a legal status in
1968. Subsequently, in 1978, the traditional Village

Councils were giver. powers to deal with development

matters. 'As a result, a Village Development Board ..
- (VDB) was created by the Village Council of each village

" TS ROOTS OF THE REPUBLIC

" "YOJANA, January 26, 1989
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' essentially as amoderator

during 1980 under the VDB Rules, 1980 framed under
‘the Village and Area Councils Act of 1978. The main

daties of the VDBs are laid down in Rule 3 of the VDB
"Rules, 1980 asunder: -

* “The VDB shall... formulate schemes, programmes..
for the development and progress of the Village or
individuals in the village ... either using the Village
Community_ or other funds. ?’ : ) :

: structure

A VDB consists of. members representing all clans
{Khels) appomted by the Village Council, including at
least one woman. From amongst them one literate
member is chosen as the Secretary— the key functionary.
“The chairmanship of the VDBs lies outside the village in
 the hand of the Deputy Commissioner who. acts
d has the powerto exercise

a veto over drawal of money from the VDBs bank
accounts. The structure and functions of this organisa:
tion are given in Rule 4 read with Rules 5 to 7 and 20
VDB Rules, 1980 (Annexure I).

resources

- In add:tlon to resources, such as, labour, material,
-and incomes from commumty owned assets, at present
there are three main components of the monetary
resources of a VDB as under:

(1) Monies raised by the Commumty through

household - contributions, ‘community  works,

donatlons etc; ' :

(2) A grant from the State Govemment matching
. equally that part’ of (1) above which is invested
by a VDB in a long-tenn {5 yeéars or more) fixed
depos:ts ~subject to, limit of Rs. 75,000.
This investment ge: emtes an an.nual interest and
facilitates credit to a VDB fortaking up development
activitios. These fixed deposits constitute the

. ‘development capital’ of a village and provides
- financial security even to the remotest villages; and .
(3) Annual recurring grant-in-aid by the State

- Government at the'rate of Rs. 300/- per household
subject to a maximum grant of Rs. 1,50,000/- and a
minimum of Rs. 15,000/- per VDB, This grant-in-aid

becomes the major component of the Village Plan -

- size. This grant-in-aid programme is implemented in
accordance with the procedures prescnbed by the
* State Government.

: ' activities
‘Based on the felt-needs of the village (as reflected
by the schemes completed by the VDBs), the State-
Government havé approved 29 works/schemes (in -
addition' to any other ' experimental activity -
suggested by a VDB) from which a VDB chooses its own.
schemes to be included in the Annual Village Plan
., (Annexure .II) “under the grants-m-ald programme .
' mentloned above. -

: . villages VlSlwd
Two - yﬂ]a_ges, na.mely, JO’I‘SOMA in . Kohima
district and CHUCHUYIMLANG in Mokokchung
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District were visited and detailed discussions with the

.members of the Village Councils and VDBs were held. I
"happened to visit Joisoma in 1981 whén the VDBs had

just been formed. The current visit was after a lapse of
seven years. The moment I entered the village, I was
startled to discover that the “village had chosen
progress”. The general description of the two villages is® .
as under:

(1) JOTSOMA: inhabited by the Angam: Nagas the

village is located at an altitude of about 5000 feet and a
distance of 12 Kilometers (north-west) ff‘om Kohima,
the district and the block headquarters There are
about 300. households (population being about 1800} -
most of which cultivate paddy in permanent terraceson
the hill-slopes. Some of the households also practise
‘slash and burn type’ of ah.lftmg cultivation popularly

. known as JHUM and grow maize, millets, etc, A few

'households, however, also go for raising crops, such as
millets, potatoes and chillies under a permanent forest
of ALDER trees which are merely pollarded (and not cut
‘down) for -this purpose. Besides -these- cultivator |
households, there are some who are employed in -

‘government jobs. The literacy percentage of the village

is little higher than the state’s average which is arou_nd '
40 per cent. There are primary.schools right in the

village in addition to a Middle-cum-High School located

at a distance of about a Kilometer: The village has a

chu:ch big community hall, piped water supply facility

and is covered by a Health Sub-centre. The village is

well connected by an all-weather road. :

(2)CHUCHUYIMLANG Inhabited by Nagas the

‘village is situated at an altitude of about 4000 feet and is
about 32 Kilometers (north) from Mokokchung—
the district headquarters. There are about 500 -

.households (about 3000 population) most of which

practise ‘slash and burn type of shifting cultivation
(JHUM) and raise .crops like -paddy,
and millets. A few households have, however, taken'up
coffee cultivation recently: It was gathered that due to
the inherent low productivity in JHUM cultivation,

‘quite a sizeable number of people of this village have .

mlgrated (with linkages in the village for the satisfaction
of socio-economic needs) to Mokokchung, Dimapur
and Kohima towns for earning their livelihood. The
literacy percentage of the village is. higher than the

state’s average. There are primary schools in the village ' - .

and a Middle-cum-High school located at a distance of

- about 3 Kilometers. The-village has a newly constructed

Chur‘ch,_ a big community hall, water supply facility; and -
" is covered by a Health sub-centre, Although the village- .
is located by the side of the State Highway, the
conmactmg approach road is still Katcha.

-

VDBs in action

While the VDB of JOTSOMA was formed in 1981,
that of CHUCHUYIMLANG was constituted during
1980, The schemes planned and taken up to completion

" under the Grants-in-aid programme and the matching

grant scheme in both the villages are given. below:

(1) JOTSOMA: During the period 1980-81 to 1987-88,
the VDB recelved a total grant—m -aid of about Rs. 4.75 .
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lakhs through which aboot 50 schemes were takenup to
completion. . Some of the major ones are: a big
community (Council) " hall, cemmunity granary;

. community rice mills (run by the women), community
.- fishery pond, Women society building, resting-sheds on
way to cultivation sites, kitchen garden by the women, -

- suspension hridges over the streams, children’s home,
~social forestry, etcetera and maintenance of assets
. created. In addition, the VDB also received the
maximum permissible matching grant of Rs. 75,000/-,
- Thus, the permanent development capital of the VDB is
Rs. 1.5 lakhs in the form of fixed deposits withthe Bank.
It was gathered that the VDB so far drew a loan of Rs.

. 1.5 lakhs for the constriction of a bulldmg at Dimapur

" {70 Kms, from the village) which is now fetching the
- community a-monthly income of Rs, 5000/-. This isa
. significant example. where the profits of an urban

investment by the villagers themselves are ploughed back

to the village community, The above bank loan has been

‘repaid and the balance income is being remvested into
extending the aforesaid building.

(2) CHUCHUYIMLANG: Similarly, from 1980-81 to.
1987-88, the VDB received a total amount of about

" 'Rs. 6 lakhs under the Grants-in aid programmes of the

State Government. W'th this assistance, the VDB planned

and completed 33 schemes‘ Some of the important ones

- include "community granary, purchase of buffer stock of
paddy, inter-Khel (like a Mchalla) roads and masonry:
foot-paths, pit-latrines, link roads between village and
cultivation sites, banana farm of the women society,"
community wells/tanks. (on perennial streams around.

- the village), culverts and suspension bridges, etcetera, --

and maintenance of assets created. During the same
_ period, the VDB also received a matching grant of Rs..
- 75 thousand enabling the building up of a ‘Dermanent
development capital of Rs. 1.5 lakhs. lakhs. Against this
amount as security, the VDB has, so far, taken a loan of

- Rs. 70 L000/- for. takmg up various development.’
productive activities in favour of the commumty as also :

individual households

¢

hlghhghts of VDB actlon

) The ahove discussion reveals that:
(1) A lot of development work directly leading to an

improvement in the Quality of Life could be taken up to

completlon because the choice of schernes was strictly
in accord with the people’s own perceptlon of their
_problems and needs; :
. ) Left to themselves, people choose to satisfy theu'
infrastructural and immediate physical needs (security
against ‘hunger, for example) first followed by the
-gatisfaction . of the needs to dwers:fy/mcrease
. producation; and :

(3} Given an assured opportunity, people can create }

assets of great value and utility ‘with minimum
expenditure. This is because people get motivated: to
contribute labour and material when it comes to the

- .'satlsfactlon of their felt-needs

smgmﬁcance ‘of the VDB approaeh'

 The preceding paragraphs highlight the fact that
there has been a successful cooperauve pamwrshtp

YOJANA, January 26, 1989

: between the Government and the people for all round
'deveiopment of the people.living in every village irrgspec- -

Hve of its Iocthn This, dream. could become a reallty

.because:

(1) The tradltlonal pohtlcal \nllage mstltutlons eould be
_appreciated and a happy synthesis between the ‘Old*

and the ‘New ideas, values, and institutions was
harmoniously established. This saved the _commumty
from the impending tension and conflict situations since
a ciash was averted between the traditional village

_authorities (in the hands of the Village Council elders)

which preferred cautious change and the younger

‘educated generation which -wanted rapid change.
"Perhaps, there is no alternative other than a forum like

the VDB where the ‘Old’ and the ‘New’ can sit together

" to plan and decide their own course of action for growth

and development,

"(2) The.approach to the people ‘and their problems is

one of the fundamental principles enunciated by our
late Prime Minister, Pandit Jawaharlal Nehru that_
people should develop along the lines of their own genius
and we should not impose anything on them. It appears

- that, by and large, the. Government machinery have

internalised this principle as’ ev1denced by their
interaction’ with the people during our .visit. Their
approach to the people was like a friend, philosopher,

‘and guide and not hke an ofﬁcml elder brother ora

preacher;

(3) The development process was undertaken through, :
and not in rivalry with, the traditional socio-culturaland
economic institutions. This was accomplished without
over-administering the area. or overwhelming the :

- people with a multiplicity of schemes. Ini fact, througha
- conéept of ‘joint management’; an organic linkage was .

forged  between. the ‘Old’ and the ‘New’ (or the:

“traditional and the emergent) on the one hand, and

between the Village and the Collectdr as the prime
representative of the Government, on the other; .
4) Thropgh a well thought out and easily comprehensible

-system of inter- personal communication, opportunities.

were afforded to the officials to reorient their way of

. thmklng, on the one hand, and to the village leadership
" to acquire planning, administrative and managerial

competence, on the other. This was effected through

‘the VDBs Secretaries and Village Council Chairmen,
“Training Camps-cum-Conferences held frequently at

the -district headquarters. A sense of confidence and

" determination to-accomplish the goal on the part of the.

people was obvious. One could observe the quality of _
human character that is now emerging; and "

(5)The openness of this system of funds adnumstratlon
and of undertaking developmental activities at the
village fevel has automatically led to the emergence of
an effectwe mbullt system of \ngllance

- repheablhty
The questlon now is whether or not the Nagaland

VDB approach can be replicated in other parts of the

country, particularly when the levels of development
and the socio-cultural factors are so'diverse. The reply

to this question seems to be in the affirmative. If:



(1) This approach is tried in aum]ar socio-cultural
and economic milieus including presence of a
traditional political system. Many of our hill/tribal
areas may adopt this approach with necessary

- modifications. ‘Particularly, the tribal areas in the E

north-east may try out this approach;

(2) The States where Gram Panchaydts are -
functioning may also try out this approach. In order -

to give a practical shape to it, a closer look at the
structure of.the Gram Panchayat may be necessary,
" particularly with a view to incorporating the concept
of joint mapagement or cooperative partnership; and
(3) In the states where Gram Panchgyats are not
functioning or are defunct, steps shpuld be first

taken to revitalise them quickly so that people are not -
denied the opportunify to pamclpate in the planmng

process.

It goes without-saying that democracy in our country
has come to stay. What is important is that the relation-
ship between Democracy and Development must be
institutionalised at the level of the people by forging a
partnership between the Gram Panchayats and the

"Government machinery. This only can enable a .
satlsfactory and equitable system of sharmg the gams )

and pams of deve!opment.

EX‘I‘RACTS FROM. VILLAGE DEVELOPMENT BOARDS
MODEL RULES, 1980

Rules...
Cornposition

"4, The Members of the Vlllage DevelopmentBoard shall be chosen by
the Village Council. The tenure of members shall be 3 years unless
decided otherwise by the Village Council by a resolution. The

. members may inchyde membérs of the Village Council or those who are

ineligible to be chosen as or for being members of the Village Council

bry virtue of their agd'or by virtue of tradition and custom. Atleastone

woman shall be a member of the Board representing all the women in
- the village. Government servants can be chosen as members with the
,permission of the Govermmeni.

5. A member of the Village Development Board may be replaced bya

resolution of the Village Council for reasons to be recorded in the -

Reschition.

6 The Deputy Commlssloner shall be ex-ofﬁclo Clmrman of the :

Vxllage Development Board.

7. The Village Development Board Members shall select one among
- themselves as the Secretary who shall be a person who is literate.

- 20 Whenever the Board passes a resulution authoriring the Secretary
to withdraw apy amount from the Bank Account, 3 copies-of such a
* resolution signed by the VDB Members present in the meéting shall,
be prepared by the Secretary and he shall personally meet the
Chairman with these 3 copies‘_ ]

" Whenthe Chairman receives these 3 copies, he shall examine them,
If the Chairman finds nothing wrong, he shall record his approval on
all the 3 copies. Thereafter, one copy will be attached to the cheque.
The second copy will remain in the Chairman's office and the third

R e ol

- 10. Community Fishery

Secondly, if the Chalrman has some doubfs, .but not serious, he -
shall record his remarks on the copy of the resolution to be kept in his
office and record his approval on the other 2 copiés. In such an evént,
the Chairman shall send the copies of his remarks to the VDB
Members ‘and the Chairman of the Vlllage Council for their
information.

_ Thiedly, if the Chairman has serious doubts about the propriety of
the resclution, he may return the resolution with his remarks for
reconsideration or fix a date for an open public meeting in the village
and put the matter before the public,

I

LIST OF APPROVED SCHEMES FOR EXECUTION OF
VDBs :

Fruit Juice Extraction Units.
Community Household Electnfmatlon
Community Piggery.. -

- Community Pigglings Production
Community Poultry. '

Community Fuelwood Production

- . Community Bakery. : .

Community Charcoal Productlon

Cornmunity Granary -

11. 'Community Shawl Weaving.

- 12. Community Fingerlings Raising

13.  Community Silk Worm Production

14. Community Salt Making

15. Community Horticulture - -

16, Community Vegetable Growmg

17. Community Cold Storage.

18. Community Bee Productlon

19. - School Bu)ldmg

20, Dairy '

21.  Improved Housmg

22, Beef Cattle Reanng :

23. Fair Price Shops in Feasible Areas a

24. Approach Road only in Backward Areas to lmk
" willages to state or National nghways L

25. Community Tree Plantahon in Catchment Areas

26. Water Resources. -

27. Rice Mill

28. Bio-Gas Plants. - .

29, Public wells or Reservoirs.

. PLUS

" ANY EXPERIMENTAL SCHEME THAT WOULD ENHANCE

OR IMPROVE THE

OVERALL PROCESS +OF RURAL
DEVELOPMENT. :

* copy will be brought back to the village by the Secretar_v tobé read out > 878X

in the next month’s public meeting.
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" . Panchayati Raj—commitment
- or cajolery 2
- ?\@mﬁj_mema o

- In the opinion of the author, a noted journalist.and.a prolific.writer on )
economic_affairs, the concept of village democracy as evisioned by.
Mahatma Gandhi has become irrelevant today in the context of the
development of socio-economic and political processes at work in the

~_country after gaining independence. He argues that although the five- '
year development plans were drawn with increasing skill .and .
sophistication, their implementation was not supported by the mobilisa-
tion of the vast human resources available in the country, nor by a well-
organised people-oriented institutional infrastructure. Hence, he
concludes, the desired results could not be achieved, and whatever
development has taken place, the gains therefrom have tended to be

-monopolised by thin upper stratum, leaving the mass of the people in the

- cold. The author holds the view that basic socio-economic reforms and a
structure of popular institutions at district level and below, which are
accountable and responsive to the people, have to be introduced first,

‘Otherwise, he says, vested interests would reap larger benefits and

- enhance the area of their influence in collusion with the beaurocratic
.~ machinery, thereby depriving the masses of their minimum rights. In =

- dealing with the new approach to management techniques, the author -

has'expressed doubts about their effectiveness and tells that Panchayati

- Raj does not fit into the frame of such schemes.

The revival of the “talk of Panchayati Raj, become strident in the wake of conflict of interests in
- decentralisation of administration and popular  society and tension in polity surfacing rather forcefully -

- participation in the development process may appear and dramatically is by itself quite intriguing. This is

- to be very appealing but is as.yet hardly enlightening. _not an altogether novel phenomenon, however. It has |
- That this talk started somewhere gingerly and has been ‘observed from ‘time to time. during similar -
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. circumstances in the past to simply disappear without
-leaving behind any noteworthy impression. once the
" entrenched . political-power structure was -able to

'manage and regulate the turbulence it might have

been facing at any point of time,. regain a measure of

balance and _stability and assert .and enforce its’

authority. _The dominant impulse ha indeed always
tended to be ~towards greater,

adﬁhmstratwe and represswe apparatus of the State.
- distribution ol‘ assels

"and- greater’
. concentration - of power and centralisation+of ‘the

Some people talk nostalglcally about the scheme of

_things which the Father of the Nation, Mahatma

’Hus has not’ been wholly fortuitous. It is not

: posable -after all,  for - the polltlcal-power
_ superstructure to be starkly out of alignment with its
economic and social base. The political order, in the

- ““While the exercise of power is duly regulated by some
checks and balances enshrined
_“Constitution, there can be no infringement of
the overriding principle of the right to property which

15 absolute and is subject to no reservation atall.” *

“final analysm has to find balance and stability by

resting firmly on its material foundations which in-

India, the empty and deceptive talk of the Indian

. brand of socialism notwithstanding, is governed by the -

sanctity of private property and, rights of owners of
capltal and land. While the -exercise of political power
is duly regulated by some ‘checks and balances
enshrined in the Indian Copstitution, there can be no

~ infringement of the overriding prmclple of the right to -

property which is absolute and is Subject to no
reservatlon atall.

This has 1mphcauons for the polmcai order, the
administrative set-up, the management of popular

"aspirations and respeot for the democratic rights of the-
" mass .of people ifi -a society where only a small

" minority enjoys the privilege of owning material
" assets, above all capital and land. The vast majority of

the Indian people with no or little assets have to eke-

out existence by sale of labour power for wages which
are. neither “adequate nor fair.

 power is proposed to be truly ‘and eifectively
decentralised’ "to” what . js . romantically but
euphemistically called the “grass roots” level would
tend to be an anachronism in the prevailing extreme

meqmty in the distribution of asséts and income which -

is among the most galling in the ‘world. The periotlic

talk about Panchayati Raj and decentralisation of
administration and the excitement that it generates

among the elite in these conditions cannot be anything

‘but a  ploy" which carries nelther conviction nor-

credlbxhw

Lo

in -the - Indian

Gandhi, favoured. His vision of village democracy or’

Panchayati Raj intertwined with the concept of village - )

self-sufficiency so far at leasi as satisfaction of the -

basic needs of the masses of the people in rural soc:ety .
-is concerned. This has become totally irrelevant in the -
‘context of the development of socio-economic and

political processes at work in India after gaining’ -
political freedom. The - drive for creating a unified
all-India market as the basis for gamful eoonormc
activity emphasises this position. - '
. The problem got further aggravated, to begm with,
not only by the reluctance, after-political power had
been transferred to Indian hands, to introduce radical .

" reforms in the socio-economic structure, especially

the = part of

feudal land relatlons inherited from the colonial era.

There has been, in addition, an unteserved reliance on’
the: political 'authority on the
administrative,

institutions put in place and left behind by the colonial

rulers. Combined with the failure to-carry out tasks °
which must receive first pridrity in the programme ofa . .

: natlonal liberation movement such as the eredication

‘of illiteracy and’ organisation of basic health and™
_extension

services, investment: plans for the
development and modernisation of the economy and:
society, however sophrstlcated and well- planned were
bound to be vitiated and stunted.. -

: philosophy of gradualism'

There are indeed a set “of basic reforms of the

socio-economic structure and’ essential programmes of -

mass welfare which had to be taken, up on a crash
bas:s when the trmrnphant nauonal movement and its

I“The growth process in tbc prunary (agrlculturc), _

‘secondary (industrial) and tertiary (services) sectof's of

the ‘economy in India in contrast to the ali-round
integrated de\relopment of the, economy and society,
have suffered from large lags and shortfalls as well as
distortions not because -

- development plans were bad. They were actually
. drawn up with increasing skill and sophlstication

A system or -
. arrangement under which political and administrative

' leadershlp still enjoyed authonty and capacity for mass
~mobilisation to carry them out without involving high-

economic and social costs. The carrying out of such

‘tasks is simply not amenable ‘to the phnlosophy of

~ gradualism and legalistic measures. It is no wonder,

_therefore, that .the -priority programmes of social :

change, cultural renaissance and mass participation in’
democratic polity still remain unfinished forty years

“after gaining political freedom and there is no sign on

the horizon that they are any neater completion by -
mvestment plans whlch have been or are being

YOJANA, January 26,”1989 Ly

punitive and -security organs and -

the successive five - year >



. wellorganised,
infrastructure, The. result, theérefore, has been that.
- whatever development has taken, the -gains have '
-+ tended to be‘monopolised by a tlnn upper stratum,

' undertaxen both by pubhc authonty and pnvate

. enterprise. -

“The growth prooess in the pnmary ‘(agriculture),
secondary (mdustnal) and tertiary (services) sectors of

" the economy in India in contrast to the all-round -

integrated development of the economy and society,
have suffered from large lags and shortfalls as well as
distortions not because ‘the successive five year
development plans were -bad. They were actually

-drawn up - with increasing skill and sophistication.”

- What has gone wrong with their implementation is
" that they were not supported by the mobilisation of
‘the vast human resources in the country and a
people-oriented . institutional

leaving the mass of the people in the cold. By the
mid-sixties, therefore, development "planning as
" .originally conceived was . already in disarray:
- Subsequently, populist measures and gestures were an
- apology for development planning. The five year plans
have since tended to be exercises in: window-dressing
rather than serious commitments in terms of policy or
_1mplementatlon No wonder, by early eighties and
- more so since the mid-eighties, plan priorities have

been tumed upside down and the public authority has-
preferred to shed as fast as it could its deveIOpment-
- role .and l'eSpOl'lSlbllltleS with' the fond hope that.
‘private enterprise wich is facnlely believed to be more’

efficient than public enterprise will deliver the goods.

“The quéstions relating to Panchayati Raj, responswe-
adrhinistration - and” mass participation in the
_ development process have. in these. ‘circumstances
" ‘thrown up some rather odd and even -disconcerting
features. They have come under such contrary pulls
and pressures -that their thrust and meamng have

 tended to be. fudged and befuddled. It is simply not.

possible to square the talk for decentralisation with

" passionate cries for preservmg -and enhancing the

power of the central authority in the management of
© polity, revamping and streamlining of administration

and development planning and process. If Panchayati

Raj system is envisaged as the creation of a third tier

with in. the constitutional frame whose -essential
purpose” and objective would' be to ‘assist a highly
controlled -and -
régulated by the central political ‘authority, in order to

centralised bureaucratic machine.

by-pass the States and their elected governments
which have well-defined status under the Indian
constitution, - this will - not be. decentrahsatlon of
political power and ~administrative _system’  but
subversive of the federal-system and arrangement

- based on lmgmstlc affinitics and regional identities,

p This is only emphasised by the proposal to hold
Panchayat elections in the troubled Punjab under the
President rule, imposed after dlsmlssal of the elected
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State government, which has been éxtended and kept
in place. by special amendments to the- Constitution.-

The very idea that the State governments can be

knocked out of the picture even as decentralisation
process is set in motion and the constitution may be
amended for thg purpose is to mock at the _philosophy
and polmcs of decentralisation of power and Panchayti

" Raj. This is not something novel either« Once before,

way back in. 1959, the then Deputy Chairman of the
Planning Commission, the late Dr. D. R. Gadgit,

remarked “The present mood is to tatk about village -

democracy but deny real power even to the states”

clash of interests

The startmg pomt for any meaningful design for
decentralisation of political as-well as administrative’

power has to be a halt to and reversal of the processof -

centralisation which has advanced to a point where

-Centre-State relations; in spite of their clear and -
-definitive delineation under . the Constitution, have

come under a severe strain. on all oounts-pohtlcal
adnnmstratwe and ﬁnancnal The position had indeed

e

“If Panchayati Raj 'system is envisaged as the er_eation

~ of a third tier within the constitutional frame whose

‘essential purpese and objective would be to assist a

-highly centralised bureaucratic machine, controlled

and regulated by the central political authority, in
order to by-pass

Indian constitution, this will not be decentralisation of
political power and administrative system . but -
subversive of the federal system and arrangement

“based on linguistic aﬂimtm; and regional identities,”

_aggravated 10 an extent where the - mstitutional . -
arrangements governing Centre-State - relatlons are

tending to decay and’ ossify and the contendmg forces
on both sides often take on confrontationist positions -
with unseemly political rhétoric- in order to buttress
with mass mobilisation . their respective clairhs and
contenuons This position has become all the more

Aicklish when polmcal parties other than and opposed

o the ruling party at'the Centre have come to power

.in several States through democratic electoral process.

A" decentralised .planning .‘process, which is
unquestionably an attractive proposition,
possible under such a political environment. This is so
especially when decentralised planning i is supposed to
involve participation 'and reflect the interests and.
asp:rattons of the mass of our deprived people at the

“grass -root level” and ensure that the benefits of
planned development reach down to them..
Development planning, after all, is .not an exercise
which is apolitical. It involves a sharp clash of interests
-‘economic, social and political. The growing virulence

_ the States and their elected .- -
_ governments which have well-defined status under the

is not
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‘of the clash of interests has actually posed the question,

of the feasibility of meaningful development planning

“itself. This question has become insistent and
. outspokenly cynical-in. recent months \;hcn the

commitment of the political authority at the'Centfe to.
the aim of economic development and social equity as
well as discipline of planned development can no

- longer be taken for granted. The real issues in
meaningful development planning are indeed being 3

" side-tracked both by the union government as well as

many of the State governments. Their reco d" of
resource mobilisation for development, for instance, is
admittedly dismal. But for some pointless noises and

" diversionary populist gestures, no firm or. serious
~ remedial action is being taken. On the contrary, there
" is drift into makeshift remedies which appear for the
* moment more easy but are bound to accentuate the

socio-economic and political problems. -

* The slogan of decentralised planning in the wake of
palpably retrogressive developments in the economy

‘and polity, and policy shifts can be no mantra which

“Development planning, after all, is mot an excercise.

. which is apolitical, It involves a sharp ¢lash of interests

- ecenomic, social and political. The growing virulence
of the clash of interests has actually posed the question

" of the feasibility of meaningful development pianning
" itself.”’ . e

can revive meaningful development process. It is not

enough either to assemble helter skelter a mass of data
-on local conditions by the proposed computor

network. Devélopment planning at district level or

" below is bound to lack opérational value out side a
~ macro socio-economic and political policy frame and

may well turn into a talking point of the vested
interests entrenched at local and district levels. In the
absence of basic socio-economic reforms and structure

" of popular institutions at district-level and below,

which are accountable and responsive to the people,

decentralised planning will be perverted by the vested

interests in collusion with the bureaucratic machine to

strengthen their social infiuence, economic power and -

political clout, deprive the mass of the people of their
rights . and’ intensify their exploitation. The pushing

* " through of the so - valled centrally - sponsored

~ schemes and techriology missions .in which the State
" governments -are required to play the second-fiddle
“cannot be the panacea either. There must be

delegation of powers and responsibilities on a

* wide-front to the State governments, in the first
instance, - which in turn. must enter into -“similar -

arrangements with' elected local bodies both in urban
and rural areas. ~ :

' trail;ing the trainers

The “module on responsive administration” drawn’

up by a Ford Foundation Consultant and aimed at -
inculating what is called “normative values”, is being -
followed with great devotion and is proposed to be
part of a wider. effort for enhancing knowledge and
skills of administrators and managers on preferred

‘lines. This effort is proposed to be supported by a

variety of foreign inputs such -as training of trainers

abroad and setting up of institutions in the country *

which will have what is called “mentor relationship”
with management programmes and institutions abroad
to -put in place standardised cur-ricul’un;, training
material and facufty. The :
programmes and institutions conducting - such
programmes in the country have necessarily. lost, in

the wake ‘of this, development, relevance and

importance in the union governments scheme - of
things. In the context of what is called a strategic

intervention of the government for revamping the

entire gamut of training administrators and managers,
the role .of academics and institutions which rely on
academia is, in particular, being downgraded. The’
emphasis has been shifted to training the in-service

 personnel, especially the IAS cadre;, ‘to become

trainers. Frowned upon especially are tendencies in
the training and research.institutes in favour of studies
in development planning, social cost-benefit analysis,
problems of popular participation in the development

.process and share of the underprivileged in the gains
. of development. T o ;

The World Bank, it might be noted, came out

-several years ago with a programme. based on the .

philosophy that management and. “administration
provide the solution for the problems of the

‘developing countries, among them India in particular.

It made a case for what are called pragmatic policies
without ideological and moral hang ups and reliance

* on good ‘management techniques aided, of course, by
-computors for achieving - desirable objectives of
- stability.and growth without disturbing the established

socio-economic and. political - 'order. The ruling
politicians in the developing countries were expected
to' accept these propositions as a substitute for the

.more risky and arduous tasks of institutional reforms - .'
‘and change in social relations. Management of .
‘development, was elaborated by the World Bank with

great finessc. The management capacity of the
governments, éspecially in the developing countries,
was\.ovcrstretchéd' and overloaded, it was argued] It
was; ' therefore, recommended that “this load be
reduced by sharing the burden of development with
private enterprise-bath indigenous and foreign. Public
authority, it has. since been argued, should not

-overstretch its development role and be content with -

what is called a “consultative approach” and fet things

" happen by offering incentives to private enterprise and

relying on the profit motive in the market economy to

achieve results without being unduly concerned - with

YOJANA, January 26, 1989
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" development _
- development process. Efficiency of management las

) trends in

other conmderatlons such as équity. This view. of the

development process has come -to be -accepted
gradually and step by step in India during the eighties.
The -administrative system and structure is bemg
revamped precisely on these lines. :

. modermsmg management structure

Lower pnonty for mobllwatlon of Tresources by the
State and emphasis on efficiency of investment of

_resources and higher retums on investment, especiajly
“in privdte sector, have to be the special features of the

magagement of development-new style, according to
the World Bank. These proposmom are inspired by

the axiom that private management is a better vehicle -
than public erterprise for the efficient use of resources-

available or mobilised. It is irrelevant i in this scheme of .
things -whether socially-oriented priorities- of
‘are embodied in the long-term

to be given precedence over the policy frame of
development. A desirable management culture' and
work ethics can, however, be neither imposed by

. administrative fiats nor imported. They have to evolve

within a given socio-economic and political milieu and
changes that take place in- socio-economic Telations

. which impinge on different segments of population
and sectional and class interests. It is not, therefore,
‘either fortuitous or surprising, - that those who are -
relying  on_

administrative training and good
management tools of their conception do not hesitate
to give ‘more rewards for top managers -and

‘administrators on a graduated basis and like to rely
" more on -labour-saving ‘technologies and .enhanced
‘powers to discipline working people and maintaing law

and order. These indeed appear to be the essential
parameters of  the project for . revamping -and
modernisation - of India’s ' management ~ and
administration structure. The 1rnpl|catlons of these
the ‘application  of
management  practices  and
a society of mass unemployment and mass poverty in
India. :

LY

technologies and’
revarnping of
: administration-in that context can only be ominous for

How does the Panchayan Raj about whlch $0 much
is being talked about fit in such schemes of ‘things ?
This may actually be inspired not so much by
commitment to the decentralisation of power and
respons:blh_t}; as by the ‘desire to dilute the role of
public political authority in the development proccess
even while saddling local bodies in rural and urban
areas with accountability sans effective power to carry
out the tasks arbitrarily assigned to them. In addition,
this may be a ploy to mobilise the local representatives
-of vested interests in rural and urban areas in support.
of the bureaucratic administration and law and order -
machinery to put down social unrest and the struggles

-of the deprived masses for their rights and claims. Itis -

. possible, ofcourse, that’ popular masses by asserting

**In the absence of ,basic. socio-economic reforms and a

“structure of popular institutions at district level and

below, which are accountable and responsive to the
people,decentralised planning will be perverted by the -
vested interests in collusion with the bureaucratic
machine to strengthen their social influence, economic
power and -political clout, deprive the mass of the
- people of their mimmum rlghts and mtensﬁ'y their

: explontatton o

.their democratic will may' still break through the new
shackles that may be attempted to be forged by the

-vested interests at different levels of society and polity

and secure some of their rights and claims. But the
Panchayati Raj institutions such as are proposed to be

created under the entrenched political - power

dispensation and with .structural reforms of the
property and sociai relations ruled out may turn out'to
‘be 'a scheme for strengthening shackles on™ the
movements and struggles -of popular masses rather .
than- instruments of reform and reconstruction of
Indian economy and pohty to subserve larger social -
and development purposes ooo

¥
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“Pubhc authority, it has sifice been argued, should not

.overstretch its. development role and be comtent with )

what is called a ‘‘consultative approach’’ and let things
happen by offering incentives to private entérprise and

relying on the profit motive in- the market economy to

achieve results, without being - unduly concerned: with

. other eonsnderatlons such as equity »
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Amend Constltutlon to
strengthen Panchayat set—up

Dr. M Naganathan.;-__‘- b
5
Theauthor here surveys the app:zoach of the Govemment towards the
Panchayati Roj system right from the year 1957 when the Balwantrai -
Mehta Committee was appointed to recommend steps to re;uvenate the =~ ..
grassrootsdevel institutions. He is of the view that ‘economic stab;htyand' a0
 equality can be achieved only through the Panchayan Raj institutions. .~
' However, under the present constitutional and social set-up, Panchayati- .~
Raj institutions cannot work successfully’ Giving ‘the example of the
~ Chinese communeés as.a successful strategy to decentralise powers:for
rural development, the author strongly recommends amendment of the
Constitution to grant more financial powers to both the States. and local o
- bodies to enable the grassroots institutions to become vmble pohncally, AP
economtcally and soc;al!y : ; -

i

-
o

L]

Iorgamse v1llage panchayats and endow them wnth such

powers and authority as may be negessary to enable

- X' goal and incorporated in the Article 40 of the - them to function as.units of self-government. To fulfil
Constitution of India largely through the initiative ~ this constitutional obligation, the State Governments

of late K. Santhanam who always steod for - in “India enacted -Panchiyat Acts. Panchayat

economic and financial decentralisation of powers. ingtitutions in spite of their many handicaps are still a _

VANCHAYAT RAJ HAS BEEN ACCEPTED as

The resolution on Panchayati Raj. was moved by him
in the Constituent Assembly. .

viable " institutional framework for bringing about

. " social, political, cultural and economi¢ changes in -_
: ‘The Afticle states that lhe state shall take steps to_ :

Indla
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- * . . . .
- Accordmg to 1981 Census 76 per cent of the Indian - Madras Panchyayat Act was passed in 1958
- population lives in villages. Most of ther are under Panchayat unions were. formed.in 1960 to frame their

the clutches of poverty and illiteracy. Therefore only.. own development schemes during the III Five Year

through Panchayati Raj institutions it is possible to' Plan period in conformity with the guidelines initiated

reach these’ underpmrlleged and weaker sections of * by the Third Plan. Tamilnadu Government appointed -

India. Many attempts had been made from.time to - . two Committees — Panchayat Education Finance
., time to rejuvenate this grassroots institution. Balwant - Enquiry. Committee (1970) and the Commlttee on
Rai Mehta Committee appointed by - ‘Government of Financial resources of Town Panchayats (1973). -~
India in 1957 provided a new dxmensnon and approach Similarly Committees on Panchayat Raj were
. to rural democracy : : appointed by States like Rajasthan, Gujarat etc. In

B reoommendations 1984 A.P. Government asked the National institute of

'Ijhe Commlttee feit that development cannot  Rural Development to study the resource’ aspects of .

Jprogress | without responsibility - and  power. Andhra Pradesh Panchayat ll‘!Stltul]OI'lS
Community. development can be real only when the’ : :

. community understands its problems, -realises its .‘Economic stability and quility can be achieved (mly: o

responsibilities, exercises the necessary power through through the strengthening of these Panchayat Raj
its chosen representative§ and maintains a constant’ institutions. However uinder the present constitution

-and mtelhgent vigilance on local administration. Based and set
social up, Pancha at institutions cannot
on the broad suggestions of Balwant Rai Mehta work s ccessl’nllyp i 4 Raj .

- Committee, a large part. of the: couintry was covered by
Panchayat Raj institutions: The total number of village - . . Asoka Mehta comimittee

panchayats covered: 90 per cent. of the rural  Apother landmark in the Panchayat Raj institutions
* population. “4974 Blocks: had 4033 Samities, since was the appointed of a Committee by thie Government

some had-opted for districts and Talukas as the key of India on Panchayat Raj institution in 1977 under

unit. Out of 399 districts, 262 Zilia Parishads were also. the chairmanship of Asoka Mehta. The Committee

conceived \:’lth varied degreés of actual power.”. _ ‘reviewed the working .of * various Panchayat Raj

- implementation inciuions and made significant recommendations to -

The ﬁndiﬁ_gs a1.d suggestions of the Committee were ' activate these institutions. As rightly observed by the

given  serious . consideration at the National Commitee, “The story of Panchayat has been a story
Development Council meetmg held in 1957. Based on ' of ups ancl downs’ It segms to have passed through

these deliberations, various states created Panchaya! three phases: the phase of ascendancy 1959-64; the

Raj mstntutrons accordmg to the local conditions. phase of stagnation 1965-69; and the phase of decline -

~ States like * U.P., Gujarat, - Haryana,- ‘Himachal - 1969- 77.” (Report.of the Comlmttee on Panchayat Raj
Pradesh, Maharashtra Punjab, Assam - and- West mst:tunons Govt of lndla 1978) :

' .,Bengal had organised ‘small-sized vi l!age panchayats 1‘ o - newthrust
. covering a population of 1000. e . Between ' 1977 ‘and- 1987 ‘the Panchayat Ra]
T ——— 1nst1tut10ns passed “through a phase of - neglect.

““As revealed in the Asoka Mehta Committee Report, | However the recent approach of the Prime Minister
all political parties in India stand for decentralisation gives a hope. that this grassroots institutions can be
- of powers upto the Panchayat Raj institutions. In stréngthened and- stabtllsed in the ensmng VIII Plan
- practice there has not been much serious discussion period. -

- reflecting the desire for dm“‘“'h”ﬂo“ on thepart °f - Economic - stability and equality can be achieved
.. political parties. . .. . ._only through the strengthening of these Ranchayat Raj
' - ~ ., institutions. However under the present constitutional -
State hke Tamllnadu and Kerala constamted b:g and social set. up, Panchayat Raj mstltutlons cannot

' vnllage p_anchayats covering a population -of 1200 to work successfully - : the
- 15000. Many. state governments like Maharashtra e s l"“‘"‘“
. appointed separate comittees to make further: . Though many rural development actmtles have
improvement in the Panchayat Raj scheme. -For - been inftiated since independence, these schemes have
instance Maharashtra Goverriment appointed V.P. failed to uplift rural masses. This i is because there is no -

Naik Committee on Panchayat Raj. This. Comniittee specific consututlonal provision .regarding the
suggested that more development programmes and structure,’ and financial and administrative powers of

schemes. -should .. be - entrusted to Panchayat - Raj rural institutions. As observed by many individual

. institutions for 1mp!ementanon “The Committee also - research studies as well as expert Committee Rgports, .

emphiasised that a District Councit should be created . these Panchayat Raj institutions have ‘been_at the

to monitor and coordinate’ vanous rural developmcnt ‘mercy - - of fhe  State. Government§ and - their -

- schemes. o _ S bureaucratic systems. The bureaucratic insti:ution‘s_

—
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always like to usurp the powers of the tural
© institutions. . o T
- Another issue relates to-the social aspects of the
" rural society in India. After several years of economic
planning, Indian rural ‘'scene witnesses feudal
‘tandencies in the land structure. Usury, caste and’
communal - conflicts and social and . cultural
: backwardness -are the additional contributing factors
- responsible for malfunctioning of Panchayat "Raj
institutions. Even the achievements of Five Year Plans
have touched but the fringe of the problem. The

Panchayat Raj institutions as evolved in their present -
~ form have not provided any tangible solutions to the

socio-economic ills of rural India.

“$“After several years of economic plnnning,' ‘Indian
rural scene witnesses’ feudal tendencies in the land

structure, Usury, caste and communal conflicts and

" ¢ocial and cultural backwardness are the additional

coniributing factors responsible for malfunctioning ‘of

Panchayat Raj institutions.”

Another issue relates-to-the lack of political will to
- share the power with the grassroots institutions of
rural India: This has been pointed-out by Balwant Rai
Committee Report and Ashok Mehta Committee
'Report. Political parties play a very prominent role in
the parliamentary democracy of India. As revealed in
the Ashok Mehta Committee, Report, .all political

parties in India stand for decentralisation of powers -

upto the Panchayat Raj institutions. In practice there
_has- not been much serious discussion reflecting the
. desire for decentralisation on the part of political
parties. - Unless this attitude of political parties
changes, there cannot be any hope for the Panchayat
Raj institutions. ' :

Another issue relates to.tlie economic development
through Panchayat Raj institutions. Though India has
accepted growth with justice as ‘onc*of the goals of
development plapning, the process. of economic
growth in India has enrithed only the-Tural rich and
. urban elite. It is unfortuhate that after implementing
- Six Five Year Plans India.has not tackled sbme basic
économic problems of rural India. The provision of
minimum needs like drinking water has been highly
inadequate and unsatisfactory. - -
C. L o rural uplift schemes
*The schemes of rural development adopted by the
Government of India since the beginning of the Fifth

Five Year Plan to minimise rural poverty are listed

below: - : .

a) Hill Area Development Programme 1975.

- b)  Sperial Livestock Production Programme 1975.
¢) .Food for Work Programme 1977, -
d) -Desert Development Programme 1977.

‘€) Training of Rural Youth for Self-employment 1979.
f) Integrated-Rural Development Programme 1979.
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" In addition to these programmes some more rural
development_schemes were initiated during the Sixth
Plan period. These were: o -
1) New 20 Point Programme 1980.

2) Development of Women and Children. -
“The achievements of these programmes were far -

. from satisfactory because these programmes were

sponsored by Central . Agencies. The local
Governments like the Village Panchayats are not fully
involyved in the implementation of Rural Development
Programmes. o . - o

- Many of the rural development programmes
assigned to the village panchayats are not effectively
‘implemented due to lack of resources and machinery.
Therefore Panchayat Raj institutions are not showing
keen interest in the ameliorating programmes
mentioned above. o

1t is the right time for all the socio-economic and
political institutions ~‘connected with the rural
developinent to evolve a national consensus on a new
strategy for. rural development during VII1 Plan

" period. This should - be done by associating the
Panchayat Raj institutions in this task. ' ',

_ - , . ‘other’s.experience
The experience of other developing -tountries of.
Asia especially Chinese experience. in the .rural
.development through' communes needs - special
mention: The communes in China are the grassroots
level institutions initiating' rural development. As
obsérved by Sartaj Aziz, “A Chinese Commune is not-
a large agricultural cooperative but a composite unit of
local government that encompasses the whole range of -
economic, social, administrative and political functions
for the rural community. Its essential purpose is to
organise and mobilise the rural population to develop
their land and other resources in ‘order to meet their

“essential needs on the principle of self-reliance while

‘:}t'ﬁthe same time reducing social inequalities and
creating ‘a_rural society based on justice and equality.
(Sartaj Aziz, Rural Development: Learning from
“hina, 1979). The author had visitéd China in 1980
and 1982 and personally inspected the Communes and
seen their concept of decentralised rural development
with the simple. philosophy, “from the bottom up and .
from top down™. . - " - E
Any economic system based on agriculture should -
only adopt local level planning because -the rural
‘economy could alone provide income for the rural
population . by - integrating national objectives,
priorities and policies by having linkages with higher
political and administrative levels. I
The . recent reforms. in China .regarding rural
development also focus * the need for further -
decentralisation of already d_eé'entralis'ed' ¢ommune
system. “In handling relations with various mass

.organisations, the party and government will give full

play to them (commun) and to the self-managed

" YOJANA, January 26, 1989
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organisations at the grassroots level. The- ‘purpose is to
- let the masses handle .their own' affairs in accordance

with law. China has already gathered some experience .
" in transferring power to lower levels in the course of
its rural reforms.” ~ . °

(Peoples’ Republic of China - the 13th Party Congress
~ China Reforms Beijing Rev:ew Pubhcatlon 198‘? p-
*36,)

While inauguraging the communes in the early

years of soc:allst reconstruction (1950s),” Chairman -

Mao observed “a mew Social - organisation has
appeared. fresh as morning sun above the broad
horizons of broad East Asia”.
- Chien— Inside a People’s Commune, Foreign
Language Press, Beijing, 1975). He fuither adds, “It is
good to set up people’s communes. Their advantage is
that “they combine industry, agriculture, commerce,
education and military affairs others makmg the task
of leadership easier.” (Ibid., p. 6. ). SR
Though some of the operational and admmlstratwe
aspects of commune system had been reneéwed and
-modified recently, ‘the _basn: strategy.  of
decentralisation .in rural developmetit -is
.matnta:ned asa componem China’s rural reforms.

‘ - Gandhla.n concept
In thls context it is to be noted that Gandhiji’s views

were expressed earlier than Mao on decentralisation

of rura) institutions. Gandhiji said, *my idea of village
" Swaraj is that it is a complete republic;:independent of
_its  neighbours, for its. own total wants, yet

interdependent for many others in which dependence . -

is'a_necessity. Thus every village’s first concern is to
grow its own food crops and cotton for its cloth. 1t

should have a reserve for its-cattle and recreation and

piay grounds for -adults and children. If there is more

land available, it will grow useful money crops, thus
excluding Ganja, tobacco, opium and the like. The -
village will maintain, a village theatre, schoot and a *
. public hall. It will have its own water works ensuring

clean water supply. Education will be compulsory-upto

the final basic course. As far as possible every activity.

will be- condicted.on a co-operative basis....... The
Goverment of the .village will be conducted by
Panehayat of 5 persons. annually elected by adult
villagers.”

Till today we have not achieved the dreams of

Gandhiji in creating ideal Panchayat Raj institutions.
Presently certain functions are asmgned to Panchayat
Raj institutions in India.. They comprise obligatory,
. optimal and agency fanctions. It differs from state to
state depending ‘upon : the local conditions.
Construction, repair, maintenance of . all village -
Panchayat roads and of all bridges, road-dams and
- cause-ways on such roads, lighting of public roads,
construction of drains and dispasal of drainage water and
sullage, maintenance of sanitary. condition of the
village . or towns, the maintenance of - bunal and
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cremation . grounds, maintenance of -wells,

(Chuhi and Tien .

still -

. constitutional

ponds,
tanks, etc. and supply of protected water for drinking
purposes, planting and preservat:on of trees on the
sides of .public roads, opening and maiatenance of
public markéts in. local areas, control of fairs and -
festivals, maintenance of “slaughter houses, reading
‘rooms, play grounds, literacy centres, maintenance of
maternity and other hospitals, provision of elementary
education, prevention and control epidemic diseases
‘and maintenance of minor irrigation tanks ‘are the
functions entrusted to Panchayat Raj institutions. Fot
fulfilling - these - functions, -the Panchayat' Raj
“institutions are given the following financial resources.
‘Property tax, Professional tax and vehicle tax are the
"major taxes levied by Panchayat Raj Institutions.
Licence fees oh various commercial and ‘industrial
activities are also collected by Panchayat Raj’
_institutions. Proceeds from Land Cess, Stamp Duty .
and Entertainment tax are transferred by the States to
'Panchayat Raj institutions. Since the above-mentioned
yevenue are mnot substantial for Panchayat Raj .
Insititutions, the State Governments. give grants. and
loans. The Grant Loap component: is large in the.

“finances of Panr'hayat Raj institutions. .
- . . SBanthanam report

~ Taxation Equiry Comrmssnon 1953-54 also suggested
-various measures to strengthen the finance - of
Panchayat 'Raj institutions. ~Santhanam Team .
suggested that ‘“every  State: Govéernment should .
éstablish a Panchayat. Raj Finance Corporation to
provtde foans to Panchayat Raj bodies, to enable them
to take up different type of remunerative enterpriscs”
(Report, of the Committee on Panchayat Ra]
Institutions, Govt: of India, 1978.)

These suggestlons were not accepted by the State
Governments since they are facing paucity of funds -
and dependent on the central devolution of funds. The
Panchayat Raj institutions are called upon to meet the
ever-growing needs of the rual population. They are-
unable to fulfil this demand because of financial
constraints keeping in line with the new strategy to -
rural devélopment; Asokd Mehta ‘Committee has’
suggested - the assignmént of . new economic and
developmental functions to Panchayat Raj institutions.
These recommendations of Asoka Metha Committee
were not implemented by the Government, **

The Panchayat - Raj institutions’ do not enjoy’
status ~ in  raising revendes and

dlschargmg developmental fucntions
amend constitution -

Fhe Constitution of lndla should” be Sultably
amended in order to grant more financial powers to'
both the States and Local Bodles Then only these
, grass-roots -institutions can. . become politically,
economically and socially wable Otherwise the
strategy of “VIII 'Plan to  achieve -economic -
_development with emphasis on rural develppment will
be a. futlle exerc15e ooo

-
-
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~ Revitalisation of Panchayati Raj

| _ _lt,s_ lepllcatlons

-.C. Narasimham

-The participation of people in running the affairs of state strengthens the
. democratic process and is an-efféctive instrumert for national growth. -
This is what local self-government is about and this is what we term as
Panchayati Raj in-our country. The author, Shri Narasimham, who has
an extensive experience in the implementation of the Panchayati Raj
concept, envisaged by the first Prime Minister of free India, Shri Nehru,
- lraces, with hurt feelings, the gradual decline of the popular system over
-the years.-He laments over the fact that the system, which held great
- promises, today stands administratively crippled, financially anaemic -
-and caught in the cobwebs of confusing procedures. In his opinion, rural
development is inseparably linked with the Panchayati Raj which
provides inmimerable opportunities of self-help and self-reliance tothe = -
vast rural masses, and trains the local leaders in the art of governance.
He even gods to the extent of suggesting an amendment to the
- Constitution in order to fortify the smooth functioning of the Panchayati
'RajS_YStem- o ’ LT : . o .

o _ Lt - measure of initiative and pride in their work.” Pandit
DDRESSING THE ANNUAIL CONFERENCE

Nehru evinced very keen interest. in. the working of -

“of Development Commissioners, Prime Minsiter’

_, Nehru said ““there can e no greater or more fascinating
advent®e than Community Development . 'and

" Panchayati raj, Those of us, who aré partners in this

-work must therefore have some sense of pride in this

vast undertaking and a feeling of exhilaration that we-
are participating’ in a historic task. We ‘want

good men at the top to guide this great movement.-But
we want more good men at the village level. We have to
train up scores of thousands of village leaders who hve.a

Panchayati raj till the moment of his death. He kept-

himself almost in daily touch with its progress. He wrote ©

letters regularly every fortnight to the Chiéf Ministers
requesting them to look after Panchayati raj themselves

because of its importance and not to entrust it to any .
“other Minister. He particularly wanted them to keepa
‘cloge watch over its’ implementation and give it all

possible encouragement. During his visits to States, hé
gave the highest priority to seeing the movement at its
grass-roots level. He came all the way to Shadnagar in-

- 3
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Andhra Pradesh to inaugorete Panchayati raj in that

State. Speaking on that occassion at & huge public

gathering* he said “I am greatly interested in this
great reform. If we succeed in it, and succeed we will,
then we shall have done in our.generation somethmg
worth while and soniething that will deserve permanent

record.” Later when he visited Visakhapatham he -
addressed a vastly attenéd public meeting where he -

. observed “the task of our. Community Development
and Panchayatirajis to bring the message of hope to the®

" masses of our people, to-teach them self-reliance and
confidence ‘in themselves and the way to realise our

- objectives’ through hard ‘and cé-operative effort.” In
_this gigatitic effort - Pritne Minister Nehru received

excellent stipport from -Sri S.K. -Dey the then Union -

Minister of State for Community Development who
toured the States intensively; met the Chief Ministers,
- Development Commissionérs and People’s representa-
tives and greatly helped to solve the local problems then
and there. He was the Prime Minister’s right hand in
* chalking out the details of programmes arnroved by
him and he kept him fully informed from time to iime of

the State-wise progress at the field level. Sri Dey was

the most popular Central Minister in those days. Rural

people all over the country knew him, they cheered and -
.greeted him on his tours.. They used to stop him at

- unscheduled places and garland him.
Panehayati Raj annihxlated

Alas! Pandlt_u s death not only created a great void in
the leadhership of the Natiori but it also dealt a death
blow to the great Reform of Panchayatiraj in which the
rural‘masses pinned their faith for the improvement of

‘their lot. Thereafter, Chief Ministers’ lookmg after

Panehayatl raj became lukewarm: gradual.ly t.hey lost"all
interest. in’ this movement- and; took -various adverse .
. measures which diluted - the authonty and “utility of. "
'The sheet—anchorq of

- Panchayatiraj. Institutions. ;

- Panchayatiraj, Sri.8.K. Dey, was:no longer. a-Minister

.and thus the one leader who eould still playa: ‘useful role
and try to stem the rot was out of their way. Administra-
tively crippled, financially anaemic and caught in. the

cobwebs of confusmg .and tangled procedures_

Panchayatiraj mstltotrons ha,ve beenemac:ated beyond
' recognition. b *"-E’ I

' In some States, the Govemment set up-a- parallel .
* organisation to Panchayatiraj institutions and diluted -

their prestige, powers and functions. For example in
Andhra Pradesh, they constituted-Zilla Development

Boards under the Presidentship of District Collectors’

for the avowed purpose of maximising production and
for overseeing the execution of works of Zilla Parishads.
These are the main statutory function of Zilla Parishads.
The Andhra Pradesh Staté Chamber of Panehayatlraj
stoutly opposed the creation of - these ‘Unwanted.
unnecessary and superfluous hodies and the Zilla

Parishads started a vigorous agitation against.them. -
Five Years later, a New Chief Minister saw the futility of

the parallel set up-and abolished it but not before
- Panchayatiraj bodies suffered vastly and involved
~themselves in unending conflicts with the newly

lmposed development boards. : Do
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- Several State Governments continued their efforts to

.oblitérateé Panchayatiraj-all but in name.

The Social Education drganlser was a key functionar:
in the block. He was removed from the Panchayat
Samithi, rede51gnated as Block Assistant Public
Relations Officer and attached to the Informatlon and .
Public Relations Department :

The Extenmon Officer (Industriee) who was meani, -

for promoting Rural arts, crafts and small industries

was handed over to the Industries Department and he
became independent of the Block Development
Offcer- . : S

The Extenmon Officer (Animal Husbandry) a
graduate in Animal Husbandry, was in'charge of
veterinary dispensaries in the block and also extension
work. He was replaced by a poorly qualified Live Stock
Inspector. He was'a low functionary and the essential
programmes for upgradmg cattle, for increasing milk
production, for conserving fodder through constructlon
of silos etc. suffered badly

The extension Officer (Agriculture) was renamed as
Assistant ‘Agricultural Officer and placed .under the -
direct. control of the District Aericultural Officer.
Agriculture development was the very soul of the
block’s programme and to have deprived the Samithi
and the BDO of all control over this important block
functionary shows the limit of the States’ unconcern for

- increased production when the country was and still is

in need of more food.
The Extensmn Officer (Educatlcm) who was respons1ble

. for over-seeing the village community’s efforts for

better enrolment of children in schools, for prevention
of drop-outs, for proper distribution of free ‘books and

'slates, for. supervising midday meal services and for
© improving generally the efficiency of schools was notat -
“all available for. theése important tasks.

-He was

-“Pnncl:ayatn Raj today exists only in name and

that too on paper and parhaps on the lips of those
few who struggled hard for years for its success. It -
is sad that all this has happened when in reality

.there is no alternatnre to strengthening our vast

rural base.” '

frequently taken outside the block and entrusted with

- wotk wholly unconnected with the block eg., conduct of
:Public: examinations, spot valuation, mspeetlon of
-secondary schools, clearance of arrears of work in the

D.E.O's office etc. His diversion was nothing short of
his actual removal from the block, Conseguently-

Primary education with which the whole of our future as
| nation is intricably bound was left to fend for itself—

The Mukhya Sevikas and Gram Sewkas had been
transferred to the controi of the District Women
Welfare Officer and they functioned mdependently of

- the block authorities in this essential service relating to
the Welfa.re of Women and children, What could these
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“women officials achieve without the involveinent and
. assistance of the block personnel? Several State -
.Govetnments made the Medical Officers of Primary

Health Centres almost indépendent of the Samithiand .
“its B.D.O. Consequently they functioned withiout any
~ control what so ever at the block level. This naturally led.

toinnumerable complamte agamst the qual:ty of semce

rendered in P. H.Cs.

The Village Development Officer (Gram Sevak), a
ke)_f functlonary in his area, was ongmally conceived asa

“It isnot dlﬁ'icult toimagine what the state of mmd
of the masses today is like. They are frustrated
and disgusted with their experience, over the past
three decades, with local authorities and will not
be taken in easily now or hereafter by promises

made by leaders. They want concrete results to

o justify a change in their attltude.

‘ multipurpose worket for a very good reason. He was the
one official ‘who frequently visited the village (his °

.. jurisdiction covers only three or, four villages) and the
- villagers knew him and met him frequently and-sought
his assistance to solve their problems. He functioned as .

 their friend, Philosopher and guide. He was the single
window.through which the people saw the government
_activities, His multipurpose character was given up and
he was made an agricultural extension worker. di.rectly
responsible to the -agriculture department -ignoring

utterly -the “block -personnel and the people s .

involvement in agricultural programmes .

- Thé creation of Commumty Dévlopnient Blocks has

' - glven the country for the first time a uniform unit of area -
-development and teams of officials having the same -

designations and the same functions and execufing the

same’ development programmes. Nothmg has tended to-

‘bring .about 86 much integration of this country as
-Community Development has dohe. But unfortunately
the block has been reduced to no more than an
.incongruous patch in the whole scheme of integrated
rural development. It functioned under a leader -

(B.D.0.) who was totally ignored and effectively

deprived of his team of officials. The excellent rapport
that existed between him- and the extension officers.
‘completely disappeared and the B.D.O became a leader- -
~without a team, without. funds and 1gnored by the
: 'people ’ .

No account of ~the monumental tragedy. of
‘Panchayatiraj could be complete without a description

of its finances. While the responsibilities of these -

bodies have multiptied manifold and the demands made
on them by the people have spiralied along with

- galloping inflation, the State Governments showed '

scant concern for the, progressive erosion of their
_financial viability. The P.R. Institutions reached a state
.of paralytic-stupor. To call them people’s institutions
for self-government is to make a farce of the entire
edlfice of democracy :

P exlsts only in name

Panchayatl Raj today exists Only inname and thattoo
on paper and perhaps on the lips of those few who -
* struggled hard for years for its success. It is sad that all -
‘this has happened ‘when in reality there is no
alternative to strengthening our vast rural base. Nearly
‘eighty per cent of our people still tive in villages. Self-

. help and self-reliance are essential for their progress
a_nd they could be best inculcated in them by their .
* clected lpcal representatives on Panchayatiraj bodies
who should form a cadre of local leaders tramed in the
“art -of governance, - .

- prime minister on the scene:

The Nation should be grateful to our Prime Minister
Shri Rajiv Gandhi who, at this critical juncture, is giving -
his personal attention to the woeful state of
Panchayatiraj and expressing his unflinching faith in
the system of decentralisation of democracy and his
" strong determination. to: revitalise Panchayatlraj
_institutions so as to make them effective instrumentsin -
the hands of duly elected people’s representafives and
this ensure the local people’s effectivé participation in -
all schemes, projects and programmes designed for-
their own development. It remains to be seen how
éffectively he will be able to translate his intentionsinto
practical action,”.Unless he accepts fully the
implications' of Panchayatiraj, develops.a political will
- a8 strong as steel to fully implement this great reform,
‘it would be difficult to fight successfdlly vested:
interests, communal elements, selfish politicians,
narrow minded bureaucrats ete. It is not difficult to
imagine what the state of mind-of the masses today i%
like. They are frustrated and disgusted with their
experience, over the past three decades, with local
authorities and will not be taken in -easily now or here .-

"‘Our experience spread over more than three -

.decades has clearly established that the state
Governments all over the. country, instead of
fostermg the of local authorities,
throttled them and made them totally ineffective -

tofulﬁltheaspiratinnsoftheruralmassec” ‘

finances of p.r. institutions -

after by promlses made by leaders. They want concrete -
_results to justify a change in their attitude.

what exaetly are the implications of deécentralisa-
: tion (i.e. ) panchayatlraJ ?

lt means, sharmg of power by people selected bodies )
with the State Government and so it implies the”
readiness of the Government to part w:th some of its
powers :

b

1t means, the division of State revenues between the
Government and Local Authorities and so it implies -
that the State Government is fully prepared to make
over srzeable funds to them. .

" It means, that no- parallel orgamsatlon w1ll exist and
that - the powers and functlons entrusted to*

i
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Panchayatlraj mstltutlons w1ll not be encroached upon

either by any other body or by the bureauc}racy and so it

.implies that government undertake to -énsure the
" functioning of these authorities without any unhealthy
competition in the spheres allocated to them.

It means, that the ruling party in the state not only

 tolerates the capturing of Panchayatiraj bodies by

o opposition parties through the ballot but also treats

them with the same consideration as 1t does 1ts own
party .- :

It means, that the staff employed in Panchayatu'aj
institutions would be under their control completely,
that they would be wholly responsibie to them only and
government would not impose dual control at any time.

It means, that the decisions, resolut:ons, v1ews and

opinions of Panchayatiraj bodies would be: du]y'

respected and allowed to be’ lmp]emented

It means, that the government departments accept )

. ‘without any reservation, the policy of decentralisation

and the consequent big change it ushers in district and -

“rural administration and that they fully co-operat® with,
support and help Panchayatiraj: mstltutlons '

It means, that legislators (M.Ps and M.L.As) accept s

thé reform as a fundamental necessity and would not

look upon the office bearers of Panchayatiraj institu-

. ‘tions as rivals for power in their own constltutlons and
T try to demgrate them. - : :

- It means, that voluntary orgamsatlons £unctmmng at
village, block and district level would work in unison

with the appropriate Panchayatiraj bodies at tho_se .

. levels and not by-pass them.
It means, that the people in whom the soverelgmty

rests. will be allowed to go to polls periodically as

envisaged in the statutes and the approprate statutary

provisions would be made to ensure the regular conduct .

of polls for Panchayatiraj bodies and that postponement

would be prohlblted except under very Justlfymg _

circumstances,
It means, that polmcal parties wh1ch pamclpate in

elections to Panchayatlra_] bodies would ensure that

their own parties follow -the democratic principles
scrupulously and ensure- the conduct of elections $o

their party ofgans at various levels and would not leave

room for the govemment or the people to pomt theu‘

. fmger at them,

It means, that grass-roots level institutions. would :

become the focal points of change in rural life and that
" consequently . Panchayats, Co-operative ‘Societies,

. Women’s Associations Youth-Clubs etc., would play a -

. vitalrole as mstruments of change and that government
- fully accept this posmon and ercourage them in their
efforts

It means, that for all practlcal purposes panchayat:raj'
bodies would b looked upon as the real government at
their level of functioning and that the state government
wonld regard them as their own unportant llmbs )
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constltutlonal clout' -

" Article 12. of our (,onstlcutlon recognises loca
gcwernment institutions as an integral and essential
part of the National Government. The subject of local
government flgureS»agamst entry 5.in the state listof the -
7th Schedule .

There is no separate and-distinet Chapter on _Local
Authorities like the Chapters on “the union”, “the
States”,and “‘the Union Territorries”. Also there is no
‘'separate list of subjects in the 7th Schedule which -
would come under the purview of Local Autherities.
Consequently all units of Local Government are
creations of the State Governments and possess such
‘powers. and perform such functions as are specifically

- enitrusted to. them by Acts of State Leglslatures

Again, the Con_stntutlo_n of India devides the Public
Revenues of the Government into two parts, one for the

discretion of the State Government to allot suitable

- resources to local bodies out of the State’s share of-

Public Revenues. Qur expérience spread over more
than three -decades has clearly established that the

. State Governments all over the Country, instead of

fostering the growth of local authorities, throttled the

"aspirations of the rural massess. Democracy can never

‘be effective if the very existence of ,people’s
representatives institutions’ depends upon the political
cohveniences of the wielders of power. It is, therefore,”

_.absolutely necessary to amend our Constitution and

add a Chapter VIII-A after Article 242 defining the
goals, ‘powers, functions and resources of local
authorities and in particular making a specific provision

(&) to appoint a State Finance Commission once every
. five years .to apportion the revenues of the state

_between the state and the local’ authorities; and (b) to

" prohibit the postponement of elections to these bodies -
exept under very special cu'cumstances and that for a

very bnef penod . .
_ ' . . there is hope
Ifouerne Mlmster accepts fully the nnphcatlons of

'Panchayatlra) and impleinents them, he will succeed in -

the real decentralisation of drstnct administration
about which he is very enthusiastic and earn’ the

gratitude of our millions in rural India, It is the nation’s
"hope that he would prove his world renowned grand

“father’s vision of and fmth in Panchayatara] were fully

) Justlﬁed

world’s ; vlew on local self-government

The World opinion is veermg round the view that
local self-government is essential for national growth

- and for effective people’s participation and that itis an

integral indispensable part of the entire democratic

. process. So much so on October 15th, 1985, eleven _
member countries of the council of Europe signed the N
European Charter of Local Self-Government. It makes”

respect for the gutonomy of Local Government a
binding international obhgatlon Should our big

democracy lng behind ? El@@

-e

"Union and the other for the States and leaves it to the



Rescue Panchayati Raj from 4dev1ls

Bharat Dogra

-~

. The author ‘here points out that the socio-economic conditions as
. obtaining in our rural areas have given.birth to certain conditions of stress
which, he fears; will preclude the panchayati Raj from achieving the -

_ desired objectives.” According 6 him these stress conditions are four in .
number, viz., lawlessness, exploitation of the small by the big, family N
and factional feuds and property disputes. Citing concrete examples, the - -
author calls for urgent steps to tackle these problems, otherwise, he

_ fears, people will lose faith in the Panchayati Raj institution itself.

Loe

: GREATER INVOLVEMENT and activisation
"< of village Panchayats and other Panchayati Raj
institutions in the implementation .of deévelopment
. programmes is almost unanimously accépted as highly
desirable for the achievement of better results in rural
development. This view is also accepted by the
Government. The Seventh Plan Document while
lamenting that Panchayati Raj institutions- have not
been actively. and
implementation of rural development programmes
_ except in a few sates, went on to say that wherever such
an active and effective implementation has ‘been
ensured the quality of programme implementation has
beéen decidedly better. The plan document then called

" for placing more development funds at the disposai of

JAYATS ... R OTS OF THER E_Pp BLIC

_ _Patichayati- Ra] and Corjiiniunity_ Devélopment bodies.
The states would be called upon to activise Panchayati
‘Rafinstitutions, the Seventh plan document went on to

add, particularly-at the village and block levels, with a
view to eénsuring their active involvement in the planning
and implementation of the special programmes of rural
development particularly those concerned with poverty

- alleviation and provision of minimum needs.
effectively involved in  the . ' ' :

re-activisation .

‘More tecently, .at the highest.level there has been -
reaffirmation of the government’s decision to strengthen -
the Panchayati Raj institutions and to place higher
reliance on them for achieving the objectives of

development planning. o :
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However, while thinking of placing greater reliance on
Panchayati Raj+ stitutions, we cammot ignore the larger

- Socioeconomic L ends in villages from where, directly or
indirectly, the Pradhans, block . pramukhs and other
Panchayati Raj representatives will be elected and
where they will operate. These larger socfp-ecoﬁomic
-conditions will, to alarge extent, determine the kind of
‘persons who get elected to these posts and their
predominent concerns once they get elected. In this
article we intend to examine the problems in achieving
- the desired objectives of Panchayati Raj under certain

~ conditions of stress.

While several stress-conditions can be identified, we
are here taking up four problems which éxist over quite
large areas: (1) growing lawlessness and influence of
criminals; (2} the ‘perpetuations of extreme and
influence of criminals; '(2) the perpetuations of extreme
. forms of exploitation and dominance of exploiters over
the others; (3) high incidence of family feuds and
factional disputes; and (4) ,high incidence of land or
propetydisputes and the restilting tension. Of course all
these problems are not mutually exclusive and two or
- more of these can exist together in a serious wayaYetwe
discuss thes8 separtely so that their implications for the
functioning. of Panchayati Raj can be brought out
- clearly, R ' o

o : _ - lawlessness

It cannot be denied that in certain parts of the country
criminals have. acquired an important clout in the
socical and economic life of areas of their functioning-
‘who can deny the influence of the mafia dons of

- Dhanbad and Gorakhpur, or thé dacoits of Bundelkhand
and Chambal in the areas of their operations? These are
‘only some of the better known examples; criminalg
lesser known at the national level but nevertheless
notorious in'their own areas wield clout over sections of
population in other areas. How this situtation has been
reached need not detain us here; what is important from

our-immediate point view is that in Panchayat election, h

* having small constituencies, they can exert a very
powerful influenice. Not only can they influence the
“election of candidates; they can themselves get elected

to the post of pradhans, block pramukhs and more.
sen:or posts. In Banda district of Uttar® Pradesh.

(Bundelkhand region) more than half of the candidates

"~ 'who have been récently elected to the posts of block

pramukhs have known criminal records. The biggest

~ dacoits that this district has seen in recent times, after

. serving & prison sentence, has been elected unopposed
{who could oppose him 7} as a block pramukh: .-

As for the election of village pradhans, the influence

of armed gangsters could be seen clearly in several

constitugncies, specially in the Patha region. Thus while. -

some of the bigger criminals have been elected as

‘block pramukhs, several of their-benchmen have been

- elected as pradhans. This fact can be confirmed easily, even
ignoring unidentified crime, by just looking at the

- number of recorded serious offences in which several of

- these pradhans and

‘pramukhs have been already
involved. - - :

- The implications of this 'pheno_m_en'on on the

- .YOJANA, Janvary 26, 1089

“notorious ex dacoit sitting in-charge ?

functioning of Panchayati Raj can hardly be eﬁaggerat_:ei-
The persons on whom we will be relying to implement

.development programmes will be known criminals of

the area who have been elected largely because of the
fear evoked by them, How much faith can one place’in
these persons with criminal antecedents before placing .
developrient funds and responsibilities in theirhands 7
How much keenness willa B.D.O. have for development .
work when he has to interact with an ex-dacoit block

-pramukh: ? what about the overail scope for people’s

involvement in development. programmes with a
A - . exploitation
Secondly, we also know that in several villages,.
specially in the more remote and backward villages, the
exploitative grip of a small number of big landlords- .
cum-money-lenders-c_um-cbntractors over the majority
of the population remains very strong.- Such is the
extent of this dominance that the exploited persons are

not willing to openly speak against this exploitation.

even when they are informed by well-meaning social

workers that what they are enduring is illegal under -

several laws enacted long ago in counmtry.” The
dominnant sections try their best tosecure the collusion.
of officials in perpetuation and strengthening of their
hold over. their areas and distorting government
schemes intended to benefit the poor towards this end,
Howe do these dominant “sections realt to the
mergence of Panchayati Raj institutions ? They are
small in number, so, if the exploited sections, who are
clearly in the majority, manage to elect representative
who are devoted io fighting for their rights, this would
be ‘a blow for the dominant sections. So they try in .

_various ways to influence the election results in such a
. 'way that they or their man get elected as pradhans, and

their interests continue to be protected even through
panchayati Raj institutions. Such is their hold that they
often succeed in doing so, and even where one or two
pradhans of different leaning somehow manage to get

elected, so much pressure is exerted on them from

various quarters that they are unable to serve the
exploited sections in an efféctive way. ' '

. Let’s give another example from recent Pahchayat R
elections in Patha region of Banda district (U.P.). The
candidates who belonged to Kol tribals and other
weaker sections were terrorised by the dominant
persons of this area. In Kota Kandaila village, a harijan
candidate ‘was forced to withdraw at- gun-point. This
person then could not be
held. Similarly a Kol candidate of Chulhi village, Gaon

Sabha Barhahmafi, with good support among weaker
sections, was whisked away. Suadin- Kol of Bhaira

-village was whisked iway in a jeep just when he was R

going to file his election papers, .

This is not an extreme situation. In fact, the situation
here was somewhat better due to the intervention of
some social workers; in fact it was also due to them that

these serious irregularities could come tolight. In other . -

areas where a few families dominate the life of al] others,
even more extreme steps may be taken to curb the

democratic aspirations of the weaker sections, Dueto - -
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this, the dominant families and their  henchmen
. dominate the Panchayati Raj i_nstibutions.-Cah we really

expect them to honestly and sincerely implément the

governmerit schemes most of which have a bias in
favour of the poor? -~ ST

feuds and disputes

Violence and tensions relating to fafnily and factional "
feuds are another distressing but important part of the -

_ rural life in several areas. Without any important social
initiative to curb.this social evil, or at least its- more

. agglessive manifestations, the advent of Panchayati -

" Raj elections, whose constituency being much smaller,
~ affects and involves villagers in a more direct way
 relatively. The elections for state legislatures. has made

. the factionalism more bitter in several ways. First, the -
"~ feuds and factionalism came into open at the time of the.
_elections, often in a bitter way, and after the elections;

there is an effort by the victorious family or faction to
" punish its adversary. This is not to say that villagers
experiericing such social problems in an acute form

should be kept away from this democratic process, but -
only to stress the importance of foreseeing the adverse .
unintended implications in the existing setting, and so,

if possible, initiating a social process to .curb such
rivalries and feuds. In the absence of such an effort,
there is no doubt that an unintended effect of

Panchayati Raj has been a further deterioration in the .

-already distressing social relations in these villages, and

-.in most cases, the injustice done by the dominant .

faction to its less powerful rival has been-accentuated.

_ - property 'ci_isp'utes'

Lastly, there is the problem posed by those villages
which have reported a very high incidence of property
disputes and the resulting tension. This problem is séen

in a very acute form in the villages around urban areas

where property values have soared very high due to all

... round. urban expansion. This has -turned electioris to .
. panchayats as a source of quick enrichment. Plots are
carved on arbitrarily and sold with impunity, regardless --

of the illegality of such transactions. This has bitterly
divided the villages into a handful who have carved

" fortunes for themselves and others, mainly from the -
, weaker sections, who feel deprived of their rights as the -
* ~ ¢laiment to the land meant for distribution. Large-scale -
corruption, illegal transactions, tensions and open’
violerice have been widely reported from such villages,

* " in all of which the elected village pradhan plays a key

role. In such areas, unless steps are first taken to curb -
_the. very large-sé¢ale racketeering in high value ldnd, itis

most unlikely that the institution’ of Panchayati Raj,

from election time onwards, will remain uncorri‘.;pted by

it . :

r . ° e ) - ..
No doubt, experienced persons can add further to
this list of ‘stress conditions. under which Panchayati

 'Raj will: inevitably run into severe problems and.

distortions unless preventive and ameliorative steps are

' first taken. OF course, it is not only for the success of
‘Panchayat Raj that these problemms need to be tackled,

" glthough in this article we've spoken only from this
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-~ perspective. These serious prbblems have to be tackled

and fought in any case for the widespread distress and
injustice for which thése are responsible. The effort to

-make Panchayati Raj successful is merely an additional
. reason why these problems should get our urgent
.attention. The problems are such that these will require -
a big and concerted effort, combining both government

and voluntary action-honest and dedicated,

- Tt is certainly not our intention to bring Panchayati

.Raj into any disrepute. However, we' believe that it -

helps no ohe to ignore problems which are there for

. everyone to see. These problems have led in several

areas, to the émergence of a highly distorted version of
the idea that was started in the nable name of

‘Panchayati Raj. If the problems persist, the peoplé in

these areas will lose faith in the institution itself. Hence -
the urgent need to tackle these problems to ‘enahle
Panchayati Raj to play the important role vested onitin

the democratic development process. (@] [@][®] '

RRRARRRRRAK
(Contd. from page 68)

whom are resident within those area. :
(2) The State Government may make rules
regulating— - . hcass
‘{a) The.constitution of such Courts and the powers
to be exercised by them; n Coe .
(b} ‘The procedure to be followed by such courts in
- the trial of siiits and cases; o
(¢) The enforcement of decisions and orders of
such courts; and e
“(d) Any other matter connected with or intidental
to the matters aforesaid. .
(1) Ifatanytime Government of a State is satisfied
 that any Council in the State is not functioning -
in-accordane with law or so grossly abusing its
powers or is functioning in'a manner which is
detrimental to public interest, he may by order,
suspend or dissolve the Council and appoint
an administrator to exercise the power vested
- “inthe Council. .~ .- - o
(2) Every order made under clause (1) together |
" with reasons thereof  shall be laid before the
‘Legislature of the State and shall cease to

operate at the expiration of six weeks from the

reassembly of the Legislative Assembly of the .
_ State, unless before the expiration of that -
* " period it has been approved by a resolation of
the State Legislative Assembly. :
(3) * An order made under clause (1) may be
+ withdrawn at any time by the Governor. .
(4Y" An order so approved under cluase (2) shall
‘ynless revoked;- cease to operate -at _the
months from thé date of
. passing the resolution approving the order -
“under clause (2) and an election to, constitute.’
the Council shall be -completed before
* expiration of the said period. @@EI .
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~of swaraj

L

e

~ Panchayat Raj—strengthening

T e

_Vlasan_tha. Surya .

The author here analyses as to why the Panchayati Raj system.couldnot
make much headway. She feels, given a.proper political perspective,
- * Panchayat Raj could become meaningful’. Giving the example of West -
- Bengal, shé says, ‘the proper political perspective is elearly thorough-
going land reforms and measures to establish soical justice. This has a =
- bearing on the membership of and the leadership of Panchayat.bodies.’ .
~_ She adds, ‘if the Central Government’s recent pronouncements on the
" need for decentralisation are to have any effect, Panchayat Raj mustnot™
. looked at any more as a' mere administrative question, but as a political
and constitutional requirement. In its essehse, itis a question of swaraj’.

Local "seif-govei'nme'nt is considered by polifical

‘theorists and ordinary citizens® alike .to be what
- "democracy- is all about. To participate in decisions

concefning one’s ‘immediate environment, with a

exists, and is Jealously gﬁardqd. It seems obvious that

participating and involving oneself in the work . of -
running. one’s own local community or village is at - -
- least as important as taking intérest in higher levelsof

bearing on . one’s ‘own day-to-day life makes - political participation and involvement. Like ch;lﬁty,

democratic common sense. It is a step that cannot be
skipped over, even in the ‘most sophisticated and.
- complex of political systems, as.is being realised under
-perestroika in the USSR today, where the soviets are

being restored to the position of power and
responsibility originally envisioned for them. In most

- western democracies a_traditional of- local autonomy

_democracy_begins at home! _

" .clear in this regard: it was self-rulé, swaraj. A demand

articulated by a people who had been déprived of .
“rightful participation in their own affaits, who ‘had".
been benumbed and alienated. by the experience of

: o . S ‘swaraj
. The goal of the Indian freedom struggle was quite -

I



- feudal and colonial domination, swaraj was seen as the
blrthnght not only of the nation as a whole (“India”

- take part was to be free. Only swaraj could make:
‘paadu namadu enbadai

we live in is ours”)

that is “Bharat” was as yet an unrealised vision), but
of every villager and town-dweller. To belong and to

growth, or development, possible. “Naam irakkum
arindom!”’ said Bharati,

affirming this spirit. (*“We know at last that the land

dlrectwe principles
When the Constltutlon of India was framed, a

commitment was made in the Directive Principles “to

“It seems ohvious that parhcipatmg and involvmg

" oneself in the work of runming one’s own local

community or village is at least as important as taking
interest in higher levels of political participation and
involvement. Like charity, democracy begins at home.

organise village: panchayats and endow them with such
powers and authority as may be necessary to enable
them .to function as units of self-government”. This’
was an attempt to graft constitutional government

" onto the traditional idea of “councils of elders”,

. Independent India.

c-

though not the actually existing old villagé and caste -
* panchayats. it was hoped that the unfluenee and .

respect commanded by the old panchayats would flow
“naturally to the new local institutions to’be created in
But. what flowed even more
naturally from thé old to the new were the old

inegalitarian and authoritarian . values .in Indian

society. The new panchayats reflected the power
*relations in the village, because nothing was done to
radically change the basis of the village economy.

It soon became clear that estabhshmg institutions of

.genuine local self-government and restructuring the

“economy were not priorities for the Indian State. Its

survival, and the survival of the nation as a political

" entity séemed to demand the maintenance of stability

and unity, if not uniformity. Towards this end it

_exerted pressure all the way down, imposing a pattern

of integration which seemed the .only possible

alternative to fragmentatlon -and chaos. Given sthe

experience of Partition, and the powerful regional and
linguistic 1oyafties striving to assert themselves in: the

. 50’s, unity seemed a fragile thmg mdeed needing

urgent attention.
" sharing of power
" Granting admlmstratwe autonomy and sharing

. political power all the way down from the Ceritre

. supporters,

through the States down to the district and local level
seemed likely to threaten unity in another way °
would have meant coming up sharply against the class
configuratiqns in Indian . society. '
involved taking sides against the rural rich and their
redistributing  land,
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In particular it

.and undertaking

measures for social reconstruction. Half a century of

politicisation had produced some expectations, and in .

the 50,s some action, not eptirely symbolic, did take
place in this direction. Zamindari was’ abolished, and
land reforms were_urged upon the States by the
Centre. And-Community Development was offered as

a model for local administration, as conduit for h

development to flow from the top downwards to the
village. ' .
_essentially

Community Development was

in the 60,s supplied the framework of a possibie

government. from the District downwards. It was left
to the States to implement it along with land reforms.
Sugerficially the patterns of land ownership had begun
to change, but inequalities continued and multiplied.
~ elected. bodies inevitably reflected these
inequalities, and lobbies and pressure groups jostied
for accommodation within them. Modulated and

regulated by the Block Development Officers and the -

technocratic hierarchy, development came to some of

. the .villages but not- democracy. The panchayats
“functioned

like bazars where the- benefits
development were bartered for local influence and
power, for the bureacracy as well as for the State-level

-politicians. Those who got the best bargains at these -

-bazars weres not particulasly concerned with the

. erosion of democratic rights or interested. in efficient

government at the village level
' Tamilnadu expenence
Desplte the Janata Govemment s stated intention to

“Granting administrative autonomy and ‘shafihg-

political power all the way down from the Centre

of.

a-
technocratic solution 'to an. économic and political -
problem, The Panchayat Raj scheme which followed it -

+

~solution by a three-tier system of representative

‘overhaul panchayat raj in the late 70’s, it femained

through the States down to the district and local level
seemed likely to threaten unity as it would have meant

coming up sharply against the class configurations in .

Indian society”’

P— g
'

more of less in this condition all over the country with
a few important exceptions. Tamil Nadu provides an -

extreme example of panchayat: raj breaking dowri
totally, under the weight of its own corruption and
inefficiency. The fake muster rolls of the early 70s
exposed extreme vulnierability of local bodies in the
existing socio-economic circumstances, and the State
Government felt justified in doing away entirely with

“local self-government. The panchayats were dissolved,

or allowed to eke out their- terms, and no elections
were held for 15 years. The bureaucracy under the

direction of the ruling party in the State, and now -
under the direction ‘of the. Governor acting under,
Presidént’s rule, has been running the state, and no
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to restore the local bodies. The virtual “death” of
local self-government in ‘Tamil Nadu put a stop to
“both development and democracy for almost two
. decades. The alienation .of the people: from local
-affairs, from their immediate “political environment,
and their mechanical and programmed participation in
State and national affairs testify to this political *
) “death”. . Do . . S ' ;

~ “Community Development  was  essentially - a’
- technocratic solution to an -economic and political
problem. The Panchayat Raj scheme which followed i¢
in the 60’s supplied the framework of a possible
-~ solution- by a three-tier system "of representative
_ - government from the District downwards.”

.- This could be the fate of local institutions__gnywhere -
! in the country if they are left to the mercy of power
" brokers. Romanticising the -village as an ~idyllig?
. envifoAment - where natural justice and -democra
prevail i often done. The facts are differént, a
village ‘upper classes and ‘ castes as well " as the
oppressed are not characterised by commitment to
democratic values in practical affairs. But this does not

- -mean that the village does not deserve power, that
decentralisation and devohition are unworkable ideas,

§  TItpaysto
-4 _ :

-1 "YOJANA, the only ecc

& eYery fortnight to highlight various
.|
% - biggest publishing house, the Publicati
-4 tion .and Broadcasting, Government
\e8- . - Commission, the journal

®° - successes and failures as.

8 policies and programmes.

YOJANA is now
Gujarati, Hindi, K
~ Urdu. '

annada, Malayalam

- Reach the masses

xRXRenEL

s | contact _t_he Adve__rtising Manager, 'Publicat.ion
_ 3{383%353333-833338_

—_—

- YOJANA, January 26, 1989

~,
"

- effective constitutional or'legdl ac_:tib'n_ has been taken

RRRARRRRARRRRARARARR HRRRIRR ST T T ETn ®wRy
_ lojons
eéOﬁbmiC_jbulﬁyal of its kind in the 'cﬁunt_:;y,'-is brought out

- problems of social and economic development. Published by the country’s.

seeks to promote free
well as the'short_cq’mings

brought out in 12 languages : Assamese,

Rt pays to advertise in YOJANA because it reaches 'eirery nook and corner of the -
- country through a countrywide network of _
- not advertise in YOJ_ANA and get maximum publicity with minimum cost ! -

For enquiries-about rates of insertion in the: English.and other editions of YOJANA please

Given a proper political perspective, panchayat raj
‘could became .meaningful. Judging from the West
Bengal example, the proper political perspective
‘clearly thoroughgoing [
establish social justice. This has a bearing on the
- membership.and the leadetship of panchayat bodies. .
All classes are fairly represented, and the poor and the

is

oppressed at last have a voice commensurate with - -

- their numerical strength. The effect is salutary on the R
bureaucracy and the police. Schemes meant for the

. amelioration of poverty, reach those who need them

as, for example, the Food for Work Programme. And
" theie is a healthier relationship with the police, with
-greater-sense of security all around: ' .

. Whethér  maximising the involvement and
participation of the majority makes for *‘success” in
purely administrative and technocratic terms would
~depend on ‘many .other things— the literacy and
Jawareness level and the availability of funds. But it

~.certainly brings ‘out the vital connection between
v development and democracy. E
d

* If the Céntral Government’s recent pronouncements. .

- on the need for decentralisation are to have any effect;
panchayat raj must not be looked at -any more as a -
mere admiristrative question
constitutional requirement.
 question of swaraj. O 0.0
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aBe Brave and all the rest follows™
This is what Jawaharlal Néhru wrote -
10 his daughter, Indira Priyadarshini,

"in a letter dated Oct. 26, 1930.

Today, Republic Day, in thé year -
that we observe the centenary of

| Jawaharlal Nehru, we remember his

words and all those children who

~ have shown exceptional courage,
living up to the ideals of service above

-
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Make panchayats powerful ...
“Over 80 per cent of our people live in villages. India is poor .
because the villages of India are poor. India will be rich if the -
villages of India are rich. Therefore the basic problem of India -

is to remove the poverty from the Indian villages. Some years = =

ago we abolished the zamindari and the jagirdari systems in
various parts of India, because the villages of India could not
prosper under a semi-feudal system of land ownership: This is
not enough. We have to go ahead further ...... Panchayats:
should be given greater power.For we want thevillager-to have
a measure of real swaraj in his own village. He should have

power and not have to refer everything to big officials. Wedo

not want the officials to interfere too much in the life of the
village. We want to build swaraj right from the village up.”

— Jawaharlal Nehru

(Speech at Madurai—Apri] 15, 1959)
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What panchayats s-hould be ...

“Independence must begin at the bottom. Thus every village
will be a republic or panchayat having full powers. It follows,
therefore, that every village has to be self-sustained and
capable of managing its affairs ...... This does not exclude
dependence on, and willing help from neighbours or from the
world. It will be free and voluntary play of mutual forces..... In
this structure, composed of innumerable villages, there will be
ever-widening, never-ascending circles. Life will not be a
pyramid with the apex sustained by the bottom. But it will be an
oceanic circle whose centre will be the individual always ready
to perish for the village, the latter ready to perish for the circle
of villages, till at last the whole becomes one life composed of
individuals, never aggressive in their arrogance but ever
humble, sharing the majesty of the economic circle of which
they are integral units. Therefore the outermost circumference
will not wield power to crush the inner circle but will give
strength to all within and derive its own strength from it.”

—Mahatma Gandhi

{Harijan—28 July. 1946}

Published hy Dr $.8. Shashi, Director. Publications Division. Patiata House, New [Jelhi-1100601 and
Printed by Punjab National Press, B-11/2 Okhla Industrial Area Phase 11 New Delhi-F10020. .
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Small saving, a people s
movement

National Saﬂngs originally conceived to in_culca_te the habit of thrift

has over the years developed into an important financial resource -

for meeting developmental expenditure. The net small savings,
collections in each State are shared with the respective State Govern--
. ments and the States in turn utilise this amount-for meeting the
expenditure on various projects and schemes. During 1988-89, the

‘State Governments. reveived Rs. 4205 crore as financial assistance '

from the net small savings coléctions in thé country. This figure was '
Rs. 3097 crore in 1987-66.and Rs. 2800 croerre in 1986-87, In 1985-86,
the State Government's share amounted to Rs. 2903 crore. The share of |
the states in the net smail savings colleciions has been fixed at 75 per
cent of the colléctions. The above amounts are released to the State |
Governments as a loan repayable in a period of 23 years.

With a view to maximise the collections to enable larger flow of B

funds to the State Governmenits and alse with a view to tap the
different areas/section of society, various small savings schemes are |
administered. Theseschemes are Savings Bank Account, Time Deposit-

Account, Recurring Deposit Account, National Savings Scheme, '
Monthly Income Account, National Savings Certificates VIII Issue, '

Social Security Certificate, Indira Vikas Patra, Kisan Vikas Pstra,
Public Provident Fund and Deposit Scheme for Retiring Employees

These schemes have been so framed that they can cater to.the various *

needs of the small savers.

The small savings apart from helbing inculcate the habit of saving

among different sections of society provide insurance cover to a '

. limited extent and also a facility to earn good return on the investment.

' The various small savings schemes are administered through the

net work of 1.44 lakh post offices spread all over the country. This ~
provides necessary facilities to everyone, whether in urban/semi-
urban or rural areas to invest in small savings. The State Governments
also associate Gram Panchayats and other volunteer organisations
in mobilisation of savingaand also provide certain incentives to them.

The small savings which originally started on a small scale, has

- . developed into a people’s movement where all, particularly the small

savers can participate and thereby indirectly help in nation building.
Small savings today therefore provide a better tomorrow. D00
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Rationalisation of corporate
tax structure in India

A.K. Tiwari

In this paper, an attempt has been
made by the author to examine the
present structure of corporate
income tax in India. Analysing its
shortcomings the author also
suggests suitable measures for its
rationalisation. ‘

CORPORATE INCOME-TAX IN INDIA had three
variants till the assessment year 1987-88 viz. (i}
Income-tax on total income; (ii) additional Income-
tax on closely-held companies; . and (iii} Sur-tax
payable under section 4 of the compaines (Profits)
Sur-tax Act, 1964. The spokesmen of industry have
been persistently demanding the abolition of the
second and third variants on the following grounds:

Additional income-tax = on colsely-held
companies had been causing adverse effect
on ploughing back of profit by making it
obligatory for such companies to distribute
dividend according to specified statutory
percentages in order to escape the burden of
this tax. Besides, this tax tended to interfere
with internal financial management of the
company.

Sur-tax had been viewed as a tax on efficiency
because this tax was chargeable in respect of
only those companies whose chargeable
profits exceeded the statutory deduction.
Thus the incidence of this tax had been borne
by efficient companies earning abnormal
profits exceeding the amount of statutory
deduction.

{a)

.

As a part of the phased reform of corporate taxation,
additional income-tax on closely-held companies and
surtax had been abolished with effect from' the
assessment year 1988-89. The withdrawal of these
taxes had been widely welcomed by the protagonists
of the corporate sector.

4 .
Click here to unlock PDFKIit.NET

Base of corporate income-tax -~

Corporate assessees pay income-tax on their total
income at a flat rate. The income comprises all
incomes accrued or deemed to accrue, arise or

‘deemed to have arisen, and received or deemed to

have been received. In case of resident companies,
total income is the total. world income while in the
case of non-resident com-panies it is the “total Indian
income”. '

The “total income” is very broadly arrived at with
reference to the corporations profits which is derived
in its profit and loss account in accordance with the
method of accounting regularly employed by it. To
the book profits lor losses) are then added those
expenses which, though actually incurred by
company, might be disallowed under the Act either
partially or totally. The value of tax concession
earned by the company is further deducted to arrive
at the base for corporation tax. The base for corporate
income-tax is, thus, the commercial profits plus
partially and completely disallowed expenses minus
tax concessions or incentives.

As a result of the operation of a large number of
deduction from the gross total income, certain
companies making huge profits had been managing
their affairs in such a way as to reduce their tax
liability substantially or even make it zero.According
to a study conducted by the Economic Times Research
Bureau, out of 200 giant companies the number of
companies falling within the bracket of zero tax
liability stood at 66 and 78 during 1980-81 and 1981-82
respectively. With a view to removing this anomalous
situation, the Finance Act 1983 inserted a new section
80 VVA operative from Ist April 1984 in the Income tax
Act, This new section provided that the aggregate of
deductions admissible to a corporate assesse under
various incentive schemes shall be restricted to 70
percent of the pre-incentive total income thereby
making it obligatory on the part of a company to pay
tax at least on the 30 percent of its income. Following
the withdrawal of investment allowance section 80
VVA had been deleted from the statute book with

YOJANA, January 1-15, 1990
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effect from the assessment year 1988-89 by the
Finance Act 1987. This type of fiscal exercise would
have given birth again to the same strange old
phenomenon referred to ‘earlier i.e., companies
earning huge profits and yet paymg no tax, had its
~  new variant not been mcor'poraled in section 115 J

and made applicable from Ist Aprll 1988. This section
r provides that in case of any company whose total
income computed as perthe prdwisions of the Income
‘Tax Act in respect of any previgus year is less than 30
per cent of its book profit; the total income of such
company chargeable to tax for the relevant previous
year shall be deemed to be an amount equal to 30
per cent of such amount.

-

'Rate structure pf income tax on
+ companies

The rate-structure of corporate income-tax in India
=—has been tailored variedly according to the domicile
| for domestic and foreign companies. As among the
companies belonging to the former group, there is
again differentiation in rates applicable to widely-
held companies vis-a-vis closely held companies.

Prior to the assessment year 1984-85 there was

corporate tax and as such éompames having smaller
.- income were subjected to lower rates as compared to
A\ those having higheri mcome However, appllcatmn of
lower rate of tax on sn{mll companies had been
withdrawn from assessméent year 1984-85. The rate-
. structure of corporate mcnme—tax for the assessment
year 1989-90 is gwen belOW‘

I . In the case of doméstic company Rate of Tax
( i) Where the company .is one in
which public are. substantially
interested ;

{itt Where the cofnpany is not a
company in whicl the public are
substant:ally interested.

(a) in case of a; trading or an

. investment company

(b} in ahy other case

50 per cent

60 per cent
55 per cent

II  In the case of a_' company other
than a domestic company- , _
(i) on so much of the total income
as realates to- |
(a) royalties received from Govern-
ment or an Indian concern in
_pursuance of an ‘agreement
made by it with the Government
or the Indnan concern after the
31st. day of March, 1961 but
- before the ISt day of April, 197§,
or
fees for r'endermg technical services
_ received from' Government or an
. Indian concern in pursuance of an
agreement made by it with the

(b) ;30 percent

YOJANA, January 1-15, 1990
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and nature of companies. Tﬁe tax rates are different-

some sort of  graduation in the rate structure of

L3

Governments or the Indian concern
after the 29th day of February, 1964
but before the Ist day of April, 1976,
and where such agreement has, in
either case, been approved by the
Central Government,

On the balance, if any, of the total

. income

{ii) 65 percent

The amount of income-tax payable by domestic
companies having total income over Rs. 50,000/- shall
be increased by a surcharge of 5 percent thereof.

From the above rate-structure it is clear that
companies are now subjected to aflat rate of tax on all
their total income with least consideration to the size
of income. On the other hand, other assessees-
individuals, firms and other associations of persons
enjoy certain basic exemptions and pay tax at
graduated rates, should their total income exceed the
basic exemption limit. The following table gives the
basic exemption limit, the initial and highest rates of
tax anplicable to individuals, firms and other
associations of persons for the assessment year 1989-
90. . .

It is, thus, clear from the‘aﬁove table that individuals,

other associations of persons and firms enjoy certain

basic exemption limit and are subjected to a
graduated rate-structure whereas corporate assessees
are subjected to tax on their total income at a-

‘uniform rate. As a result of such discriminatory

freatment, corporate assessees bear relatively higher
tax burden vis-a-vis other types of assessees, as
shown in the following table.

Table showing basic exemption Limit, minimum and
maximum tax-rates and slab of income subjecied to

highest rate.
Types of Basic Minimum Maximum Slab of income
Assessees  exemption rate rate chargeable to
_ Imit . maximum rate
1. Individuals/  18.000/- 25% 50% Above onelakh
Unregistered
firms, other
associations
of persons elc, . .
2. Registered - 10,000/- 5% 24% Above oneLakh
firms (non- :
professional) . '
3. Registered 10,000/~ T 4% 22% AboveoneLakh
firms Ipro-
fessional)

Itis evidently clear from the foregoing table that all
types of domestic corporate assessees are bearing
higher burden of tax at each level of income than
other categories of assessees viz, individuals/AOPS
and partnership firms. For example, at the level of
total income being Rs. 5 lakh the tax liability of an
uregistered firm and registered firm stands at Rs.
2,40,713 and Rs. 2,2%,412 respectively for the assesse-
ment year 1983-90 as compared to the corresponding
tax liability of Rs. 2,62,500 in case of a widely-heid

5
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Table showing comparative incidence of tax on various categories of assessees on
slected levels of income for the assessment year 1989-90

Income Income-tax including surcharge payable by
Individual/ Registerd  Widely. -held Closely -held
unregistered ~  firm (Non- domestic domestic company
Airm/AQPS with  professional company Trading Others
a determined  and its four or in-
share of partners vestment
members having no other
incomnte except
the share from
" the firm
fis. . BRs Rs As. Hs. S Rs.
- 25000 1750 750 12500 15000 13750
- 50000 9250 2500 25000 30000 ' 27500
100000 30713 14880 52500 63000 . 87750
200000 83213 61996 105000 126000 115500
300600 135713 116180 157500 189000 173250
400600 188213 172796 210000 252000 231000
500000 240713 229412 262500 315000 288750

domestic company; Rs. 3,15,000 in case of a closely-
‘held domestic trading or investment company and
Rs. 2,88, 750 in case of other closely -held domestic
company.

Corporate tax-rates in other countries

The relatively higher incidence of tax on corporate
assessees is chiefly attributable to the fact that the
rate of tax applicable to corporate assessees in India
is much higher than the corresponding rates
prevalent in many developing and developed
countries of the world. The rate structure of
corporate tax prevalent in certain selected countries
of the world is given below:

Table showing income-tax rates of corparate assessees in
selected countries

The comparison of the above rates with the
corresponding rates of corporate taxation in India
clearly shows that the corporation tax in India is
relatively higher and as such cails for slashing
down of the income-tax rates. There is practically no
justification for having different rates of taxes for
different types of companies like widely-held
companies and closely-held trading and investment

companies and other closely-held companies.

with the abolition of additional income-
tax on closely-held companies from the assessment
year 1988-89 such sort of classification of companies
for tax purposes has now outlived its utility. All
companies should, therefore, be subjected o a
uniform progressive rate-structure for the benefit of
smaller company on the pattern of the corporate tax
structure of the U.S.A. Accordingly following rate-
schedule for corporate assessees might be enforced
in India in place of the existing flat rate scheduled.

Countries Rates of corperate Income-Tax
Argentina a3% locally mcorporated €C.5
Brazit 35%
Canada 20%
Hong Kong 18.5%
Indonesia 15% on I3t Rp 16 million
25% on amount above Rp. 10 million
) but not exceeding Rp. 50 million
! 35% on amount over Rp. 50 million.
Italy ‘36% : :
Japan 33% on disttibuted income.
43.3% on retained income.
Thailand 30% for companies listed on the stock
exchange.
) 40% for othiers
US.A. Upto U.5.$ 50,000 ..... 15%

Over (1.5.5 50,000 ...25%

Bui ot over US $ 75000

Over US $ 75,000 ....36%

“Differential Rates of Income-tax on
. Companies”. Paper presented at 19th

All India Conference of Corporate

Managers and Tax Executives organised

by FICC, New Delhi (1986).

Source-Lakhotia, R:N.
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Rate of tax

Stab of Income
_On taxable income upto Rs. one lakh - 20%
On taxable income exceeding Rs. one lakh but not* 30%
excedding Rs. two lakh
A0%

On taxable income exceeding Rs. two lakh

Taxation of inter-téorpdrate' dividendj '

The other disquieting feature of corporate tax in
India relates to the taxation of inter-corporate
dividend. Such dividend is virtually taxed thrice:
First, in the hands of the company which earns it;
secondly, in the hands of the company which
receives it; and thirdly, in the hands of individual
shareholders when' they .receive their respective
share of dividends distributed by the recipient
company out of inter-corporate earnings. In order to
mitigate the inequitous nature of tax on such income
under section 80M of the Income-tax Act a domestic
company is emltled to a deduction of 60 per cent of

' (Contd. on page 20}
YOJANA, January 115, 1990
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India’s balance of payments problenis
-and the method?'s to finance
the deficit in the balance of pay-
ments are analysed in detail in
this article. The gap has widened
since the early 805 because ever
increasing imports have nullified
the gains made by exports. The
author, therefore,advocates for a
more-serious effort to push up
exports and to regulate imports
through improvement in agricul-
tural production,| petrochemical
industries and indigenisation of
automobile and ele(r-:tmnic industries.

THERE WAS NO SUCH;r THING AS a Balarce of
payments problem in thefnineteenth century, and
indeed it was not acute until the end of Second World
War. But come the 1980s, llhis problem had assumed
alarming proportions and the world is now left witha
horrendous problem that seems to defy any
amicable solution. In the dpening paragraphs of this

year’s Economic Survey, the authors felt that “the

major challenges of economic management this year
have come from a difficult balance of payments
situation and the continuing strain on public finance”.
Hence, many people and,institutions are concerned
about the problem of Balance of payments. As of now
no entirely-satisfactory solution has been fcund to
this problem, although sgme of the finest minds are
at it. In fact, management of the balance of payments
in a developing economy is not an easy task,
Howeveér, to maintain - l;he viability of balance of

[
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Balance of Payments deficit :
Problems and prospects
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payments, it is necessary to keep the BOP under on-
going review, so that appropriate and timely
corrective measures aretaken as and when required.

The Problem

India had faced pressures on the balance of
payments from time to time either. due to certain
domestic compulsions or external factors. The
difficulties on the balance of payments front in 1980s
have stemmed mainly from the persisting trade £ap.
The pressures on the balance of payments in 1974-75,
1980-81 and 1981-82 were attributed to the oil shocks.
In 1981-82 the current account deficit rose seven-fold

. from Rs. 234 crores in 1979-80 to Rs. 1,657 crores.

Export growth during the period 1974-75 to 1979-80
increased at 8.3 percent per annum mainly due to
diversification of the export base, whereas the
growth in import volume was confined to only 4.4

~ percent. Foreign Exchange reserves rose continuously

from Rs. 993 crores at the end of March 1974 to Rs. 5,931
crores by March 1980. Therefore, it can be observed
that, the BOP position was comfortable till early
1980s, .

However, this position changed in early 1980s, as.

- imports recorded a sharp rise under the impact of the

second oil shock of 1979 and a deterioration in terms
of trade. In 1980-81, due to the oil shock, imports shot
up by Rs. 2,968 crores, while exports increased by
only Rs. 375 crores. The trade deficit shot up by Rs.
2,593 crores to Rs. 5,967 crores in 1980-81 and further to
-Rs. 6,121 crores in 1981-82 even though the exports
increased sharply by Rs. 1,189 crores as imports also
went up by Rs. 1,343 crores. The ratio of current
account deficit to GDP went up significantly from 0.2
percent in 1979-80 to 1.2 percent in 1980-81 and
further to 1.5 percent in 1981-82. It was 2.3 per cent
1986. In 1986-87, the second year of the Seventh Plan,
the balance of payments situation improved
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somewhat. The current account deficit narrowed
down to 5513 crores in 1986-87 and with the current
‘account deficit GDP ratio fell to 1.9 percent from
2.3 per cent in the previous year. This contraction
in current account deficit during 1986-87 was
the combined result of a fall in trade deficit
and improvement in invisible account. Hence, the
'trade  deficit/GDP ratio camedown .to 3.2
percent during 1986-87 from 3.7 percent in 1985-86. At,
the same time, net invisible receipts from invisibles
improved by 6 percent to Rs. 3,841 crores which
nearly made good the drop in previous year. In-1986-
87, foreign exchange reserves declined by Rs. 732
crores as against a fall of Rs. 707 crores in 1985-86, The
level of reserves at the end of March 1987 at Rs. 8,151
crores was constituted 4.3 by months of imports and
these declined to Rs. 7,686 crores at the end of March
1988 and were equivalent to about 3.5 months of
imports. '

According to the provisional data released by
Directorate General of Commercial Intelligence and
Statistics the overall position was said to be better in
1987-88. The trade deficit in 1987-88 was about Rs. 890
crores lower than that in the previous year; there was
a rise of 11 percent in imports. Under invisibles, the
growth rate in tourist traffic decelarated from 23
percent in 1986-87 to 8 percent in 1987-88 and hence,
the rise in earnings from tourism would have been
smaller than that in the previous year. Interest
payments on foreign borrowings continued to show
an increase. Repayments to the IMF were however,
higher at Rs. 1,209 crores.

Even after a near doubling of exports to Rs. 20,281
crores in 1988-89 from Rs. 10,895 crores in 1985-86, the

trade gap remains at Rs. 7,412 crores as imports have .

_spurted to Rs. 27,693 crores from Rs. 19,658 crores in
the same period. The cumulative deficit of Rs. 59,045
crores during 1980-89 has taken the external debt on

the government account alone to Rs. 25,239 crores
from Rs. 9,899 crores on March 31,1980. Repayments
against earlier loans and servicing obligations in
respect of commercial borrowings also have eaten as
much as 24 percent of the export earnings. The debt
service ratio has thus been uncomfogtably increasing-
upto 24 percent from about 11 percent-and the fearis
that it might well be 34 percent by the end of thef)
Eighth Plan. The scheduled repayments ot the IMF
under EFF would reach a peak of SDR 804 million this

. year, as against SDR 704 million 1987-88. All these

indicators point to a continuation of the pressure on
the balance of payments. Since this pressure affects
our economy, it is necessary to think as to how to
finance the BOP deficit. '

How to finance

* The need for removing persitent and widening
deficit in Balance of Payments is made amply clear.
Even though the management of the balance of
payments is not an easy task, yet, theoretically, the
financing of the deficit is split up into four sources,
VIZ.,

(1) External assistance (which may take the form
of loans or grants. Some assitance was also
received in the form of commadity imports
from USA under PL 480/665 etc., though it
ceased to exist long ago)

(2) Drawings from LM.F.

(3}  Allocation of SDRs, and -

t4} Decline in foreign exchange reserves.

A close scrutiny of tablé-I reveals a few important
peculiarities of the manner in which our balance of
payments deficit is financed. '

Table-I reveals that external assistance forms the
most important source of financing the balance of
payments deficit. A part of external assistance comes
in the form of out right grants, while the rest of it is in

Table 1

Financing of B.0.P. Deficit /o

(Rs. Crores).

vear External Assistance

Toral Deficiti=!

Financed By : . .
Drawings Allocation Decline (+

Surplus +) toans = Gramis  PL 480 Total from{MF of SDR increase
: )
1971:72 7496 6519 126 8.6 7730 - 74.7 FTEE
197576 10350 13610 296.6 ~ 168786 207.1 - -820.7
1980-81 31478 1184.2 508.4 - 6928 #14.8 1205 5160
1981-82 40674 18670 '445.3 — 18123 636.8 - 16183
. © 1982-83 -3428.6 1774 345.3 - 2160.2 18929 - 6245
. 1983-84 28674 18703 3795 — 22494 MWS -~ 7729 i
: 1984-85 17825 1953.0 5386 - 24916 2168 - -825.9
19R5-86 36269 24812 439.2 — 29204 - - 706.5
1986 . .
tAprikSep -2255.4 1221.1 — 1421 - - 1333

1020.0

Source: Governmeant of [ndis, Economic Survey. 1987-R88. pps. 86-67.
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the form of Joans. However, itiis noteworthy that the
amount of external assistance, has no relationship
with the balance of payments deficit except that bath
have tended to increase with the passage of years. It
can be seen that in many J),'eam, the amount of

external assistance even exceeded the deficit in

balance of payments. Even in 1977 78we receivedan
assistance of Rs. 1,346 crores, though our balancz of
payments showed a surplus of Rs. 201 crores.

It may also be added that Ilaid in one year has no
velationship &ven with the deficit of the preceeding
year. The world Bank and its affiliates as also other
countries decide to extend aid to us based upon the
world bank assessment of our needs for foregin
exchange and we always accept it irrespective of our
immediate requirements. If aid is delcined onee, it
may have the repercussion o¢f smaller offer next year
when our need might mcre'ase

As regards the chances of'the use of this source for
financing of balance of payments deficit in future
are not at all bright. We are facing an increasingly
hostile international political atmosphere. In
future, we have to rely more and more upon
-commercial borrowings to meet our current payment

obligations. Already we have started going in for such -

borrowings on a modest scale. It should, however, be
remembered that commercial borrowings are more
burdensome to survive and add to our balance of
payments difficulties. ll

. Drawings from LM.F. refer to our borrowing: from
this international institution. These loans, "inlike
those of the world Bank dand I.D.A. are of madium
term wnaturity. They are supposed to help the
borrowing country tide over balance of payments
problems till it is able to mcrease its export earnings
through appropriate pohc:es However, it is to be
remembered that like external aid, drawings from

EM.F. should not be cqunted as’ a rehliable and

acceptahle source for meeting balance of payments
deficits.

Allocation of Special rawing Rights (SDRs) by
ILM.F. is a non-continuous practice. It is totally
urelated to the balance of payments difficulties of any
individual country, It should be noted that an allocation
of SDRs is equivalent to a non-repayable loan from the
world community and having used it, we keep paying
interest on it. In any case SDR allocation cannot be
considered as a regular source of fmanmg our BOP
deficit.

Decline in Reserves is another measure by whlch
payment obligations can be met. It is, however
clear that this source is to get exhausted very soon
unless it is frequently replenied. India's foreign
exchange reserves which had declined by Rs. 707
crores during 1985-86, showed a further decline of Rs.
732 crores during 1986-87. :

Table-Tl shows the position of India's Forelgn
Exchange Reserves.

In their over view of the economy in 1987-88 the
central board of the RBI noted that the balance of
payments position continued to remain a matter of
concern and noted the successive decline in reserves
in SDR terms in 1986-87 of SDR 615 million and in 1987-
88 of SDR 627 million,

The BOP gap, was bridged only partly with net
invisible receipts and net foreign aid, and, ipso facto,
there was some depletion of foreign exchange
reserves. A massive loan of 3.9 billion SDR had to be
obtained from the International Monetary Fund. The
drawals against such loans changed the situation,
and there was even a modest rise in foreign exchange
reserves temporarily, though the external debts were
increasing all the time.

Further, with the establishme nt of IMF, there
emerged an entirely new frame work for the balance

| L ' ' Table 1I

Foreign Exchange Reserves

(Ra. Crores)

| Reserves Transactipns with LM.F.
: End of ! Gold SDARs Foreign drawings Repurchases Outstanding
- ' : {in million’ Exchange repurchase
. I| obligations
197172 | . 182.5 2477 480.4 - - -
1975-76 182.5 202.8 1491.7 207.1 - 804.¢
1980-81 | 2256 490.5 4822.1 636.8 5.1 2677
98182 | 2256 425.1 3354.5 1892.8 901.0
w83 - | 2256 270.2 4265.3 1413.7 - 2867.0
1983-84 i 2256 216.4 5497.9 218.8 72.1 44437
1834-85 | 245.8 - 148.5 G816.8 - 155.9 48:87.7
1985-86 . | 274.3 115.1 73844 - 253.0 5285.0
1986-87 | 274.3 1394 7645.2 - 672.2 3548,
198768 . 274.3 69.7 7287.1 - 1208.% 471316
1989 '
January ! 274.3 76.3 55409 - 303.1 31816.7

Saurce: GOL! Econcmic Survey, 1938-89. P.5-64
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of payments adjustment which became a matter for
policy. During a long perid of modern economic

history, the Gold Standard set the rules of the game-

for countries’ behaviour when they had surpluses or
deficits in their foreign trade. The main object of
economic policy under the gold standard was to keep.
the balance of payments in equilibrium, In:the goid
standard, whiich was often referred to as the price-
specie-flow mrechanism, the balance of payments
adjustment  was to -be automatic thus became
identified with deflation and unemployment. But
Gold-standard collapsed in mid-1930s which was
followed by a phenomenon of begger-thy-neighbour
poticies. These policies, including currency
"depreciations .and foreign exchange controls, were
used in attempts to improve domestic economies at
_the expense of foreign countries. The attempt by all
countries to run a trade surplus by cutting imports

led to a breakdown of the entire system of trade. As a

result, a system of balance of payments adjustment
never existed,

Stability of exchange rates was also one of the
major objectives to adjust the balance of payments.
Changes in exchiange rates were to be made only to
correct furidamental disequilibriumn. Orderly
exchange rate ari~angements can be maintained, in
the event of an ad'verse balance of payments, only ifa
country has adqu ate foreign exchange resources to
meet the deficits..

If the balance oif payments is-to be in equilibrium
with no borrowing;, exports are to equal imports, and
domestic investment limited to domestic savings.
Investment can inc:rease without harm to the balance
of payments only i f export expand mmullaneously in
the correct propontion.

Tourism, also g enerates considerable tax revenue

and it augments foreign exchange earnings. Foreign-

exchange earning(s from tourism which amounted to
" about Rs. 32 crores in 1971-72 have been increasing
from year to year and in 1982-83 these amounted to
about Rs. 1031 criores However, the increase in tourist
Aarrivals in India u:luring 1987-88 is estimated tobe 7.7
percent only agal nst an increase of 23 percent in 1986-
87.

"Conclusion

The time has now come to wind up the discussion
about financing thie balance of payments deficit. As
distussed earlier,. the trade gap has to be bridged
with a more seriouis effort to push up exports and to
‘regulate imports t hrough a well thought out process
of elimination of re dundant or substitutable items. The
improvement in agfricultural production, the increase
in the stature of pretrochemical industries and the
greater accent on ' the indigenisation programme of
" the automobile an¢ electronic industries should help
moderate the grow,th in imports and secure a greater
benefit from the ris ing exports. It is now for exporters
to respond paositivésly to the array of incentives and
Luild upon their e ffort with renewed vigour. In an

L
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- expanding phase of the economy, it is idle to expect’
that a net reduction in imports can take place, If in-
these circumstances, the rupee is allowed to be - .
devalued, the importbillis bound toswellbeyond the .
limits that can be afforded. Hence, it is necessary, that

there should be a correct fixation of the external
parity of the rupee. Then, it would be quite propér to
work for exports to grow in real terms. by 10 percent

and more annually, so that foreign trade can be -

conducted comfortably at a higher level. The

government has to formulate the strategy for boosting.

exports on a perspective basis even as imports are
secrutinised carefully although it would not be wise
to clampdown. However, if we want to achieve a
break-through in the export market, we must
introduce greater competitiveness within the

" domestic market and ensure adequate production

and the emergence of a buyer's market. Then only our

products will be able to withstand international

competition.

Also, the viability of the external payments position
has far-reaching implications for the economy and its

growth. The measures like acquiring foreign aid or

disposing of foreign exchange reserves can be used
only as a stop gap arrangement. Some of these so
called measures only aggravate the problem later on.
Moreover, the scope for getting foreign aid is under
cloud for varibus reasons including mtematmna]
political atmosphere. .

The management of the balance of payments will
require improvement in domestic fiscgl imbalances.
During the Bretton woods era of fixed exchange rates,
we devalued rupee twice, in september 1949 and in

June 1966, But both times, we could not reap the
expected advantage and our balance of payments-

position continued to be as difficult as ever. The

efforts to promote the image of India abroad'must be

vigorously pursued, in order that our share of the
tourist trade may grow at a fair pace. Non-resident
deposits have been a source of considerable support
to the balance of payments in recent years and such

inflows should be encouraged through appropriate .

incentives which are in line with movements in
international interest rates. -

it is necessary to encourage forelgn investment,
both from NRIs and others, without, however,
jeopardising our national priorities. .The major
hurdle in the Eighth Pian can be over-come to some
extent with the use of aid in the pipeline which is
estimated at over Rs. 28,000 crores. Ifthere is a brisker
execution of the projects invoived and a relaxation of
the restrictions on the use of earlier credit, an
awkward rise in the external debt can be avoided and
a stage reached where the balance of payments gap
can be bridged with net invisible receipts. A
combination of expenditure reducing and e‘(pendlture
switching policies is called for. Q00O
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Exports a#deconomic. growth in India
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In the light of the c!ievelapmen_ts in
the trade policy during the years,
the author attempts a study of the
change in the growth rate of indian
exports vis-a-vis | the economic
growth during 1 51 to 1983, The
study according |to the author .
confirms the positive co-relation
between exports| and economic -
growth. The author, therefore,
calls for mare medsures toimprove -
export pc:formanfc‘:e in India.

importance in the development process .of a

developing economy. As Adam Smith pointed outthe.”
development of industry of an economy is severely -
handicapped if it is deprived of the ability to trade -
widely. The division of labour is limited by the size of -

the market, and the division of labour is the key to
increased productivity. Competition from abroad
forces firms to cut costs and improve quality of their
goods. Also contdcts thropgh trade ease the flow of
capital and speed the acquisjtion of new technology .
1.8. Mill discussed the indi

. stated that ‘the opening of foreign trade, by making

peoplé acquainted’ with new .objects or temnpting

them by the easier acquitition of things which they
have not previously thought aflainable, sometimes.
- work as a sort of industrjial revolution in a country’

‘whose resources were previously undeveloped for

want of energy and ambition in people; inducing

them to work harder for the gravitication-of their new
tastes, and even to save and accumulate capital for
the still more complete satisfaction of thopsetastes at a
future time.. Emperically. there .is considerable
evidence that wher freé trade policies have been
followed the process of dévelopment has indeed
been export led growth injthe most rapidly developed/
Less Developed countries. (Eg. South-Korea, Taiwan,
Hong Kong), -

But the optimistic viel of development Ilhr’bugh'

“trade has been denied by|many eritics who argued for
protection to promote national industries. The main
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ct gains from trade and

_adopted

Sujatha & Dr. G. N‘anc_haraiah

reasons for this are the ability of LDCs 10 exploit their

comparative advaniage in world market is limited by
the imperfections in their domestic market
mechanism and the inelastic demand for primary
commodilies, which form the basis of most LDCs

- ‘export earnings, limits the capacity to import various
. inputs  which are needed for their economic

development. It has often been argued that the early
expansion of exports left LDCs with a degree of

- . export dependence which makes them extremely

vulnerable to external fluctuations in supply and
demand. Thus continuous participation in world
trade may e harmful to the extent that they can

‘neither control hor easily adjusl to such fluctations
‘and. that instability has an adverse effect on

investment and hence growlih. According to some

] . * " economists LDCs opportunities for participating in
INTERNATIONAL TRADE IS AN activity of sirategic.

international ‘trade are so limited that their

main hope for development lies in an import

substitution strategy. This view was put forward by
Gunnar- ‘Myrdal, ' Raul ‘Prebish, Hans Singer and

‘Most of the. governments of the developing

- countries have adopted import substitution policies

for ‘the reasons such as achieving objective of
industrialisation and balance of payments support
since it was believed that it helps to save foreign
exchange. But this type of industrialisation strategy
has proven costly in many developing countries. A
number of empirical studies confirm that the import
substitution policies have not succeeded in fulfilling
the above said objectives. On the other hand the
dramatic .economic success of countries pursuing
export oriented policies viz., South Korea, Taiwan,
Singapore and Hong Kong along with dramatic
failure of some countries pursuing impon substiiution
policies like Argentina, Brazil, and Chile proved that
export oriented economic growth is not only feasible
but can be very rapid as well. '

The Indian experience

When india acquired independence she had
an  import  substitition  strategy of
economic growth believing that the vast size of the
country .and the availability of several types of .
resources can support it. The tactor that dominated
export policy has been the small share of exports in
total national income, Exports have averaged 6% in
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he fifties while imports were about 10%. Then over a,
seriod of time with rising national income, the size of

he export sector came down further to 4.7% on an -

wverage. This small size of export seclor influenced
he government scheme of things. In the First Plan it
vas stated that “in view of the urgent need
or investment in basic development diversion of
-esources on any large scale to trade must, in an
mderdeveloped economy, be regarded’ as a
nisdirection of resources. In the Second Plan
emphasis was laid on rapid industrialisation of the
economy on the basis of heavy and basic industries.
This strategy has been formulated in the framework
of the Mahalanobis Model”, who placed a considerable
emphasis on import substitution. It was stated that
“while every effort has to be made to promote export
of new items and to develop and diversify the
markets for the country’s major exports it has to be

recognised that only after industrialisation has .

proceeded in some way that increased production at
home will be reflected on larger export earnings. But
the impact of this strategy was felt on the foreign
exchange reserves of the country which declined
from Rs. 902.4 crores to Rs. 303.6 crores in 1960-61
(DGCI&S data). This came as a shock to the planners
and in the Third Plan they explored the possibility of
supplementing the export earnings with external
assistance. Greater emphasis on exports was placed
and subsidisation was introduced covering a wide
range of exports. These subsidisation policies essentially
took two forms (i) Fiscal measures such as exemption
from and refund of indirect taxes, drawback on
import duties for raw materials and rebate on excise
duties, direct tax concessions, - Also there was
provision for supply of key inputs at international
prices for exporters and freight concessions on
.movement of merchandise. (2) Import entitlement
scheme under which eligible exporters receive
-import licences fetching high import premia, pro-
rata, to the value of exports effected. But the import
and exchange control measures including high
nominal tariff and quota restrictions accompanied by
tougher regulations on industrial licensing was
continued. :

Indian rupee was devalued on June 6,1966 to less
than two-thirds of its current exchange rate to make
exports beneficial and imports costlier. At the time of
devaluation export promotional measures were
removed, since devaluation envisaged that export
products - would become competitive in the
international market without incentives. But the net
result was that it exercised adverse effect on India’s
exports, The value of imports was much higher than
that of exports causing a huge trade deficit. (Rs. 921
crores). This led 1o adoption of three annual plans
instead of a five year plan after the completion of
Third Five Year Plan. During this period some of the
export promotional measures were restored. They
include cash subsidies and import replenishment
scheme. : .

From the Fourth Plan onwards a series of policy
innovations were introduced to increase the

12 -
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industrial capacity destined for export production. A
Trade Development Authority was setupto provide a
comprehensive range of services - covering
marketing, finance, and product adoption to exporters
particularly those in the small scale sector. In 1974-75
Export processing zone was created for electronic
equipment and components near Santa Cruz airport
at Bombay. An Export Import bank was established in.

1981-82 with an authorised capital of Rs. 200/- crores. - :

It provides financial assistance to exporters and
importers and function as the principal institution
for coordinating the working of institutions engaged
in financing foreign trade. R
Besides these measures the Government of India
pointed three committees o review the structure of
trade policies and performance of India's foreign trade.
they were Alexander eommittee (Jan, 1978); Tandon
committee (Jan, 1980); and Abid Hussain committee
{December, 1984). Based on the recommendations of
these committees import licensing procedures were
simplified and import of capital goods, intermediate
goods and computer systems have been liberalised. A
scheme has been initiated to enable hundred percent
export oriented units to be set up anywhere in India
with facilties similar to those normally available only -
in free trade zones to encourage the export of non-

traditional manufactured- items. The government

announced a long term import-export policy in April

1985, for a period of three years, upto March 1988 with

the objective of imparting continuity and stability to

the policy regime. The policy seeks to reduce the .
licensing by abolishing the category of automatic

licences and most of the items of automatic

permissible list have been shifted to Open General

Licence. An import-export pass book scheme was
announced for the manufacture exporters, for the
duty free import of inputs required for export
production subject to actual user condition. The new
long term import export policy was. issued by the
Commerce Ministry on march 30th 1988. ‘Main -
features of this policy are Open General Licence list
was enlarged to remove customs problemis so.that
necessary raw materials could be imported without
any difficuity. Under the import policy exporters are
entitled to get import replenishment licences (o
replenish the raw materials and components used in
the manufacture of products exported. The coverage
of the import export pass book scheme is being,
extended to bring within its purview manufacturers
who are well established in the domestic market.
Consequently manufacturers who are having three
years average. turnover of Rs. 15 crores and above,

. would be given the facility of pass book upto an extent

of ten percent the average turnover. This ‘will be
subject to production of bank guarantee equ ivalent to.
the full customs duty leviable. o L
Export policy has been made simpler and easy 1o
operate. In restructuring the policy, a system of
having various categories of controlle d commuodities
has been introduced; the system of guota licensing
and fee Ycensing has been abolished. Similarly
licensing on first-come-first-serve basis has also h%en
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abolished, The scope of export of free trade samples

‘'has been enlarged and rationalised. .

For the first time an export }_]'icensing comimittee
-under the chairmanship of CCI&E has been

constituted, This committee willconsider applications

_for items placed ‘on. merits’ list, export of smaples

.‘Eover and above the value laid doi{"v'n_ in OGL and attend

7 “to clarification on export policy and procedures, etc.

“ 2. -the relationship betwe

_ year 1970-71 by using the for;

. i - |

“Thus ‘there is -a change '-_i_n.Jthe industrialisation

strategy of India from import suibstitution to heutral’

to- export oriented Trade: policy liberalised while

" promoting import subsli'mtion'llin the econ_om_y._..

- \ | l ~  Objective
" In the _light of these i:leve!o'pmen'ts'- in the trade

policy the present study is an ttempt 10" examine,

1. " Changeinthe growthr te of exportéand thaf

of GNP during 1951 to 983 and =

. and that of GNP. R 1

| Methodology

~ industrial stagnation and Wars with Pakistan and

: The -methodology used in this study is to compile

“the annual data relating to grogs national product at

factor cost and exports for the period 1951-52 to 1982-
83. The year 1951-52 is chosén as the base year

because it is duringthis year th, ‘

were ‘adjusted to pricé: changes, exports were
deflatéd by using. unit value index numbers of
exports. S Co

The unit value index nurhbers of _exporis for

(different period are given at|different base years,

Hence all the figures were adjusted to the same base
ula: ' '

.Cul‘_ren_t year index humb_er-'df exports

PX= . T L
’ ~ Base year index n}lmbeg of exports

-~ where Pxis unit value index number of exports: By
- using these iridex numbers tbaﬂe-_1970-7‘1='-'= 100} export-

- figures are adjuisted to 1’9"."«'0-,?1.}')#10’35__3(_3’ that GNP data
" .4andexport data could be.-cpni’pa'rab!e. o
© Using the GNP data.and déﬂ:l:ted'éxpoi‘ts data, Karl.

Pearson’s correldtion - coefficient and Regression .
equations are calculated for the whole period and for-
~the two subperiods i.e., R
1. from1951:52 t9 1965-66)and (2) from 196670 to . where Yx = value 6f exports

. .1982-83. The total period is so divided on the

- basis of- major changes that occured in
- India’s foreign trade|policy. In thé first .
. subperiod .mnside:rfab e emphasis has beer

Click Here to'unlock PDFKit.NE[T

* following formula;

én growth of exporis

_ tindia’ First Five Year.
Plan was started. The current year is dictated by the -
~availability of cornparable datal Since the GNP figures

- X100

‘decreased very ra
second plan period-from 6.2 per-cent to 1.5 percent,

placed on import substitution and stringent:

import control measures were imposed. The

second sub-period has witnessed a continuous

liberalisation of the economy. The years

- from 1966-67 10 196869 were not included

because of the extreme conditions prevailing

in'the country. There was severe agricultural

drought situation for- the two successive

- years:1966:67 and 1967-68. These affected the
* values of GNP and eéxports adversely.

Annual average compound growth rates of GNP for
the first five Year plan and from 1978-79 to 1982-83,
and for the two subperiods are estimated using the
Y = ae®
- where' L

Y = GNP at factor cost

a_ = Constant
‘to . = time period and

b = estimated growth rate S
- Results showed that while the growth rate of GNP

C- TP ' * “for the two sub periods is 3.7 percent, it fluctuated in
‘Liberalisation of for'eigr_)_tracie leads to promotion

.- of exports and prometion of e ports will have effect
. on -economic growth, S S

the first five five year plans and in 1978-79 to 1982-83
period between 5.8 and 2.2 The growth rate steadily:

- declined from 4 percent in the first plan to 2.2,

percent in the fourth plan. The main reasons for this
decline were unfavourable weather conditions,

China. Itincreased to 5.8 percent in the Fifth plan but
again declined o 3.2 percent during 1978-79 to 1982-
83 period. But on the whole there was no improve-
ment in the growth rate of GNP, over the total 32 years
period; which remained constant at 3.7 percent.

Table 1
Annual Average Compound Growth Rates of GNP

annual average compound
growth rate (percentage)
First Plan o 4
{1951-52 to 1955-56)

Period

.- Second Plan [ . 39
11956-57 0 1960-61) - . )
© Third Plan : } 31
- (1961-62 to 1965-66) ' o :
Fourth Plan - S 22
(1969-70 to 1973-74) C S "
" Fifth Plan . o : : 58
97ers 0T L :
197879 10 198283 . .- . B - -
- 1951:52 t0-1965-66 = | - . § .87
o 196970 to 1982-83 - . ) : 3.7

---.'.The_ annual- 'averagé 'corﬁpound growth rate of
exports for the six five year sub periods and for the

"two sub periods are estimated by using the formula:

Yx'= agbt

s bbse_m:el:_l that-the- rat'é-ﬁ-f'_.g'i'owth of éxports
pidly .and became negative by
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This steep fall in the rate of growth of exports can be
attributed to the indifferent attitude of the planners
towards exports. :

But from the third plan onwards explicit
export promotional measures were taken and the
growth rate increased to 5.1 percent. It further

_ Table 2
Annual Average Compound growth Rate of Exports

" Period

. annual average compound
growth rate (percentage)

First Plan 6.2
Second Plan ) 1.5
Third Plan : 51
Fourth Plan 6.2
Fifih Plan 86
1978-79 to 1982-83 32

1951-52 to 1965-66
1969-70 to 1982-83

26
6.6

increased to 6.2 percent in the fourth plan period
and to 8.6 per cent in the fifth plan period. But
in the period 1978-79 to 1982-83, the growth rate
declined to 3.2 percent. This fall could be partly
explained by the falling shares of Engineering goods,
chemicals and allied products, leather manufacturing
and other fast growing commodities which are
considered to be the dynamic exports in India.
When the average growth is estimated for the two sub
periods, it is found that the growth rate increased
from 2.6 percent to 6.6 percent. Thisimprovement in
india’s export performance greatly enhanced the
export promotional measures adopted by the
Government. )

Exports and economic growth
When Karl Pearson’s correlation coefficient
between exports and GNP is estimated for the two
sub periods separately, it is found that it increased
from 0.86 in the first sub period to 0.91 in the second
sub period indicating that the relationship is stronger
in the second sub period. But by this method we can
not get a numercial value describing the extent to
which one variable influences the other and to find it
regression analysis is used.

The specific hypothesis to be tested is that ‘there is.
a positive relationship between exports and economic
growth i.e., a rise in exports stimulates increase in
aggregate econmic growth.’ '
Linear Fegression equation

Y = at+bX+ cT
where Y = GNP, X= exporis, both at constant prices

T = Time a = Y- intercept
b and ¢ = partial regression coefficients.

has been fitted to the data for the years 1951-52 to
1982-83. Time is introduced as a variable, taking
values T'=1,2,3...., in orderto capture the effect of tall
factors changing over time and influencing the GNP
other than exports in the functional relation. '

i3
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The estimated regression equation is: -

Y = 10047.6 +3.479 X +994.09T
(10.17) (4.764) * (22.20)

. Rt=098

K= 0.98

F (2.20) = 768.62
Yx =02 Yt= 0.5

Figures in parenthesis are t-values.
* Significant at 1 percent level.

The short run elasticity of GNP with respect to

“exports is 0.20. This means thata 100 percent increase

in exports leads to 20 percent increase in GNP as an
instantaneous effect. The elasticity of GNP with
respect to trend variable is 0,5 which means that 2 100

. percent increase in all other dynamic factors other

than exports would increase GNP by 50 percent. The
long-run elasticity is compouned by adding the above
two components i.e., 0.2+ 0.5= 0.70.

The trend variable seem to explain larger variation
in GNP than exports variable as the former has larger
t-value than the latter.

in order to test whether trade diberalisation
policies brought into force from 1969-70 onwards has
any significant impact on GNP, a dummy variable is

- introduced into the regression equation and put in

the form of;

Y = a+bX+cT +dD

where D is dummy'_variable.

The value of dummy variable is given ‘one for 1951-
52 10 1968-69 and zero for 1969-70 to 1982-83 in order to
differentiate between pre-liberalisation period and
liberalisation period. The estimated regression
eguation is: ' B

o - I
Y = 12408.5 + 3.64X + 898.24T-1918.160
(5.441)* (13.259)" (1.833)**

. ll‘z = (1,98
- | R%p,98
F (3.28} = 555.204

*indicates significant at 10 percent level.

The estimated results showed that the cofficient of
dummy variable is statistically significant at 10
percent level and therefore, liberalisation policy as
conceived here is found to be significantly affecting
the GNP variable and the regression, analysis
confirmed the pisitive relationship between exports
and eocnomic -growth and hence the hypothesis

tested is found to be true.

The results .confirm the positive correlation
between exports and economic growth and hence it
would be desirable to undertake more measures to
improve the export performance in India. OO0

IR AR A A RN

YOJANA, January 1-18, 1990 .
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Gromhcﬂ India’s __expOrt and import:
| . ’ An analysis

R/P. Singh, R.K. Pandey, B.K. Singh

In this article the author attempts
an analysis of the growth of India’s
" export and import d'uring 1960-89.
~ The analysis reveaf.-!s that India’s
export increased | significantly
. during 1960-61 1988-89; but increase
- in import was faster than exports. -
- The export earnings varied from
item to item during the period and
today handicrafts and engineering
;o J _
goods bring maximum export
earnings. More e_ﬂ"aﬁts are needed
to raise the earnings through
exports, say the aut |ors. o

EXPANSION OF EXPORTS P%YS a vital role in the
development process of developing/under developed
countries. It provides the nec'essary means to meet
ever increasing demand for in'aporta But-the process
of development itself increases the home demand for
consumption of food and food materials, which, in
the absence of increase in the domestic output, will
have the tendency either to {‘educe‘lhe_exports or
increase the imports of these commodities. The
extent to which this may happen depends on elasticity
of home and foreign demand for the products and the
elasticity of home and foreigﬁ supply.” _
For the purpose of this stu \ , secondary data for a
period of 29 years from 1960-61 1988-89, were divided
into three decades. The data Usea in the study were

obtained from Economic Survéy published by Govt. of -

India and various monthly bulletins. The growth
rates of exports and imports were worked out by
making use an exponential function. Of the two types
of trend equation tried i.e. linéar and exponetial, the

later gave a better fit to the data in all cases. As such, -

only exponential trend equations were taken up for
the further economic analysis. When expressed in
logrithmic forms this function transforms into linear
function. L

YOJANA, Janu 1-15, 1490
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The following compound growth model was used
for the purpose:

Y-=A(-1+r}'T, L -
where Y = Quantities of exports and imports of
' commaodities in year.
r = Compound growth rate
T = Time

The eguation shown above can be reduced to
linear in logrithmic forms that is, '
logYt=log A+ Tlog(1+ 1
or Y=a+bT -
where Y = log Yt
a=log A
‘b= log (1 + 1}

The compound growth rate v’ thus be obtained as
1+ r= antilog b.
or r = (antilog b-1)
or in percentage term r = {antilog b-1) x 160

The critical examination of all the three decades of
exports and imports presented 'in Table No. 1
revealed that increase in Indian export was significant
during 1960-61 to 1983-89. The growth rate of export
was highest in 1970-71 to 1979-80 (19.25 percent)

followed by the period of 1980-81 to 1988-89 (12.90

percent} and 9.80 percent during 1960-61 to 1969-70.
The overall increase in export was 11.87 percent
during the period of 1960-61 to 1988-89.

Simiiarly increase in India’s imports was significant
during 1960-61 to 1988-89. The growthrate of imports
was highest in 1970-71 to 1979-80 (21.62 percent}
followed by the period of 1980-81 to 1988-89 the

. figures being 9.53 percent and lowest being 7.20

percent during the period of 1960-61 to 1969-70
respectively, The overallincrease in import was 13.44

‘percent during the period of 1960-61 to 1988-89.

It is clear from the table that India’s export has
increased, no doubt, but increase in India’s import
was faster than exports over the periods,

. Composition of Exports:
- The composition of exports is presenled in Table
No. 3. Following results obtained from this table.
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2)

{3)

(@)

i5)

(6)

.

The most important export item in.1960-61 -'

was jute and it contributed Rs. 212.9 croresin
the form of the export-earning. This amounted

t020.5 percent (or a little more than one fifth}-

of total export earnings.Since then its share

" has continuously declined (to 12.4 percent in

1970-71 and 2.4 percent in 1985-86).-

The second most important export item after
jute was tea in 1960-61 and it contributed Rs.
194.7 Crores (which amounts to 18.7 percent

of tptal export earningl. Its share has also -
‘declined cons:stently to 9.6 per cent in 1970~
71 and 5.6 percent in 1985-86. During the last
few years it has yielded more export eammgs _

as compared to jute.
The third most important item in 1960-61

. was cotton fabrics yielding Rs. 90.6 crores in

the form of earning which was 8.7 percetn of
total export earnings. This has declined t04.9
percent and 3.4 percem in 1970-71 and 1985-
86 respecnvely

As is clear from Table 2, the most spectacnlar
increase had been. recorded by handicrafis
(from Rs. 69.9 Crores in 1970-71 to Rs. 1850.10

Crores in 1985-86). In fact, during recent years -
they have occupied the ﬁrst place in India’s

export earnings.

An event of considerable importance was the -
‘emergence of crude petroleum as a significant -

item of export during the last few years. In

fact, during 1982-83 and 1983-84 exports of

crude petroleum occupied second place after

handicrafts. In 1984-85 thev occupied first . -

place with exports worth Rs. 1563.2 Crores.
However, they slumped to only Rs. 135.1
Crores in 1985-86.

Consequent upon the pmgrammes of
industrialization indicated during the planning
period, the exports of engineering goods rose
substantially, As a result, their share in
India’s export earnings rose from 1.3 percent
in 1960-61 1o 6.4 percent in 1984-85
Engineering goods occupied the third place
behind handicrafts and cotton in 1985-86.

'I_'able' No. 1

K

percentage terms, the share ofchemlcals and = -
" allied products in- total = export
_'mcreased from 0.5 percent in 1960-61 to 2.6

8)

(@)

expressed throu

The results- of mdusmllzatlon ‘were . also '

chemicals and allied products. From Rs. 5.4

Crores in.1960-61, the- exports of this item

mcreased to Rs. 482.9 Crores in 1984-85. In
" earning

percent in'1985-86. . °
Exports of leather and leather manufactums'

including footwear had shown impressive
increase during the last few years. They
contributed Rs. 743.2 Crores-in; 1984-85 and

Rs. 520.90 Crores in 1985-86.
The comrnodmes showing wide f}uctuatwn

~in earnings were ‘Sugar’, ‘Iron! and ‘Steel’.’

Earnings from sugar were meagre in 1960-61
and 1970-71 but all of a sudden shot up to Rs.
472.3 Crores in 1975-76 seizing the ﬁrst place

increase in the exports of -

,\

- in export earning commodities. Thereafter - .

~ they slipped to inordinately low lfl.':vel of Rs. .
36.1 Crores-in 1984-85 and 11.00 :Crores in- -

(10}

1985-86, Earnings’ ﬁ'om iron and steel also
show gimilar trends. -

Jute and mica export earning stagnanted
over the year. The stagnation of export
earnings from jute was attributable mainly to

the stagnation of jute oonsumpnon in. the

importing countries. This, in turn, was due
to: (i) Substitution of papers in place of j jute as
the packaging material. (ii) Growth of new
technigues in distributive trades, dispensing
with the use of large traditional containers.
and (iii). Introduction of “Back Handing”
techniques in transportation of commodities,

‘Mica also faced a similar fate. Despite the fact
that India was a leading producer of mica,

exports of this commodity had failed to
increase. This could be - attributedto various
causes, the most impoﬂant being (i) growing

" usé of synthetic mica, and (i) the ever

increasing posmblhtles of making use of ' -

scrap mica in place of high trade mica.

' During recent years, high temperalul_'e-

Compound Growth Rate of Indla's Export and Import hsqm 19'88_)._'. A

Compound

Standard- . ..

year Equation . .
growth rate -Error S

1960-69 Yt = 6.30 (0.0938) . 980" 0.067 - ©.96
1970-79 ¥l = 7.13 (0.176it 19.25%** © 0028 " 0.85
1980-88 Yi= 8.67 (0.1221t 12.90 ** - 0.052 0.81

Overall {1960-88) Yt = 6.32 (0.112)¢ 11.87 *** - 0.0195 L0.73

' IMPORT

1960-69 Yi = 7.27 (0.006901 77esr 0.005 C0.74

1970-79 yt=7.26 iD.1961 2162 ** 0.84 004 i
1980-88 Yi= 8.33 {0.091 9.53 ** 0.037 0.41 i
Overall 11960-88) ¥t = 6.49 (0.126) 13.44% 4+ 0.9%

IR ER

+»» Shows significant at 1 percent level of probability level.

*+* Shows significant at 5 percent level of probability level.
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resistant plstics . |\with good insulation
properties have mlade progress and have

successfully replaced the use of mica in

* electrical and electronic industries.

Table 2
India's Exports and Imports

-

pEseRYRNNNG

! (Crores)

SiiNo. ‘Year Exports Imporis
1. 1960-61 €60.70 1139.70
2 196162 669.70 1107.10
3 196263 713.60 1135.60
4 1963-64 793.20 1229.90-
5 1964-65 816.30 1349.00
[ 1965-66 805.60 " 1408.50
7 1966-67 1156.60 2078.40
g 196768 1198.70 2007.06
2 196869 1357.90 1908.60
10 1969-70 1413.36 1582.10
1 197071 1535.16 1634.20
12 . 197172 1608.20 1824.50
. T - 197273 1970.80 1867 .40
14 ' 1973-74 2523.40 2956.40
5 : 1974-75 .3330.60 4516.80
16 197576 4036.26 5264.78
i v S 197677 $142.25 5073.79
18 <. 197778 5407.87 6020.23
197879 5726.30 6814.30

1979-80 - . 641843 9142.58

© 1980-81 * 6710.70 1254915

. 198182 . 7805.90 13607.56

1962-83 8803.31 14292.74

1963-84 9872:10 15762.95

1984-85 11554.78 17692.12

1985-86 11012.00 19746.08

1986-87 12569.33 20200.65

"1987-88 15719.36 22343.02

.1988-89 18449.93 26760.41

Source: (i) Economic Service, Govt. of India 1987-88. (i) Book

“indian Econorivy’’ Mishra and Puri, fifth revised edition 1987,

Direction of export

Direction of India’s exports is presented in Table.
The table indicated that still the U.S.A. took first plac
in India’s exports. The share of exports to the U.S..
exports was more or less constant during 1960-61 1
1984-85 and increased in 1985-86 over the period ¢
1984-85. The second important country was th
U.8.5.R who captured second place in 1985-86 an
contributed 17.35 per cent in India’s total expo
against only 1.83 percent in 1950-51 and 4.52 percer
in 1960-61. Japan stood next with about 11 percent i
1985-86 as agdinst 1.60 percent in the base year c
1950-51 and 5.45 percent in 1960-61 respectivel)
During the period of 1350-51 and 1960-61, U.K. was i
the first place in the share of exports and contribute
23.30 percent and 26.95 percent in the total India’
export., From 1970-71 share of UK. decline
continuously, the figure being 11.08 percent in 197(
71, 5.22 percent in 1984-85 and 4.88 percent in 1985-8¢
There was no marked changes of the share o
Iran, West Germany and France in India's tota
export during the period of 1950-51 to 1985-86..

India’s Export to World Expor

From an analysis of share of India’s export to worl
export was observed that the percentage share c

. India’s exports in the world exports was one percen

and above till 1966-67. It gradually declined and ha
never been able to pick up. Similarly India’s share i
developing country’s export was more or les

- constant till 1966-67 and after that had rapidly declined
“since ,1963-64. This was contrary to the trend o

percentage share of developing countries in worls
export which gradually decreased from 1960-61 tc
1972-73 and picked up to attain a new level in 1980-81

Table 3
Composition of Indian Exports

YOJANA, January 1-15,
Click here to unlock P_DFKit.NET

SI. Commodities

1960-61 1870-71 = 1975-76 1978-79 1979-80 1984-85 1985-86
1. Jute manufac- .
tures . 212.9 190.4 248.3 166.9 336.1 3a1.3 269.6
2. Tea . 194.7 148.3 236.8 -340.5 3678 766.7 611.9
-3, Cotton fabrics 80.6 75.3 158.7 224.3 2587 .4 450.5 v W]
4. lron ore 26.8 117.3 213.8 2329 285.2 4594 554.6
5, Leather and 39.3 72.2 - 201.3 32v.7 485.6 743.2 520.9
) leather manufactures : .
6. Cashewcarrvel 29.8 8371 36.1  80.2 1181 179.7 215.3
7. Tobacto - 24.8 .
8. Engineering|goods 134 130.4 408.7 700.7 739.1 880.2 760.3
9. Handicrafts Nil . 63.9 224.1 956.7 832.5 1665.3 1850.1
19. Cofee -11.4 25.1 &8.5 144.00 163.3 210.2 235.6
11. Mica - 16.0 15.6 14.6 15.9 20.8 19.6 20.9
12, Sugar 38 27.6 472.3 131.0 128.9 36.1 11.0
13. Raw cotton 13.7 14.0 3.2 16.0 75.1 59.7 65.8
14. Iron and Steel 8.7 67.2 68.2 1180 327 757 48.1
" 18. Chemical a:Lad. 54 29.4 84.4 148.1 197.8 487.9 2859
altied prodicts . :
16. Fish and fisﬁ 7.3 30.5 126.6 226.3 253.4 14 388.6
preperation ' )
17. Others - 432.3 12378.3 17776 1981.3 4823.5 4655.1
Tolal ! 1039.8 1535.2 4036.:1 5726.1 G418.4 737 11020

Source: Govt of{India. Economic Survey 197172, 1985-86 and 1986-67,

1990

\

(Contd. on page 31)
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Tax system of India

£

Dr. K. Sham Bhat

In this article the author attempts
an analysis of the composition of
various taxes in total tax revenue
and elasticity and buoyancy of the
tax structure of the Government of
India for the period 1980-81 to 1987-
88. Tax revenue according to the
author forms only about 20 per
cent of national income in India.
There are, however, possibilities to
increase the revenue by increasing
-national income and by expanding
productive sectors of the economy,
the author feels.

THE ATTAINMENT OF RAPID economic development

is the most important objective of all developing:

countries. To achieve économic development capital
accumulation is necessary. In this connection the
basic question will be how to raise the required
finance for development. There are two sources for a
government lo raise resources-internal and external
sources. Although taxation may have a large share in
promoting a country’'s development, its actual

efficiency wiil depend on the choice of various types

of taxes. The government should take into account

the legal system, political and social power and -

administrative ability before making its choice.

The economy of India has some unique features
when compared to other countries of the world. Low
literacy rate i.e, 37 per cent according to 1981 census
and higher tevel of unemployment, characterise the
pecutiar feature of the economy. In terms of the ratio

of tax revenue to the state income, India is farbehind’

other countries. For instance tax revenue forms about
20 per cent of national income in India whereas in
other countries such as Australia, Belgiurh,
Denmark, West Germany, Sweden, the United
Kingdom, the USA, the tax revenue ranges between
25 per cent and 30 per cent of the national income.

18
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: Cbmposition of tax -r'iet}enue

"+ The government of India could mobilise most of its
revenue requirement. from tax revenue i.e. nearly
80.8 per cent of its total revenue which accourited for
Rs. 19,844 crores (Rs. 198, 440 million) out of Rs| 24,563
crores (Rs 245,630 million) in 1980-81 (Table 1). This
level has been maintained during the eight years of
study with little fluctuation. The tax structure has
been dominated by indirect taxes. Out of the total tax

revenue of Rs. 19,844 crores (Rs. 198, 440 million) in-

1980-81,a sum of Rs. 16,576 crores {165, 760 million)
have been from indirect taxes. This accounts nearly
83.5 per cent of the total tax revenue. In 1987-88, Rs.
49,268 crores (Rs. 492, 680 million) is the contribution
of indirect taxes which accounts for nearly 87.1 per
cent of the total tax revenue. This increase of 3.6 per
cent i.e. from 83.5 per cent to 87.1 per cent has been
achieved with a fluctuation during eight year period.

Union excise duties is the major source| of tax
revenue for the government. Nearly 33 per cent i.e.
Rs. . 6500 .crores {Rs 65,000 million) have been

- oontributed by union excise duties alone to the total

~tax revenue in 1980-81. Though the actual amount of

contribution of union excise duties has increased
from Rs. 6500 crores {(Rs. 65,000 million} in 1980-81 to
Rs. 16,826 crores (Rs. 168, 260 million} in 1987-88, its
share in total tax revenue declined to 29.7 per cent.
The share of custom duties in the tota! tax revenue
_has increased significantly from 17.2 per cent in 1980-
8110 22.7 per cent in 1987-88, During the sameyearthe
share of income and corporation tax in the total tax
revenue declined from 14.2 per cent to 11.3 pér cent.
The share of sales tax in the total tax revenue
remained around 26 per cent during the pelriod of
study. In absolute terms custom duties have increased
from Rs. 3409 crores (Rs. 34,090 million) to Rs. 12,867
crores (Rs. 128,670 million), income from corporation
Tax increased from Rs. 2817 crores {Rs. 28,170 million)
to Rs. 6382 crores (Rs. 63,820 million) and sales tax
increased from Rs 4018 crores (Rs. 40, 180 million} in

1980-81 to Rs. 11,908 crores (Rs. 119,080 million) in -

- 1987-88.

YOJANA, January 1-15, 1930
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valuation

Elasticity and buoyancL' of tax system

Tax elasticity or built-in fle)l__ibi_lity refers to the
coefficient obtainable by relating the changes in net’
tax yields with state or national income. This
quantifies what wduld have happened to the tax
revenues ‘had no tax law changes been attempted
over a time period. Tax buoyFancy ‘refers to the
coefficient obtainable by relating the changes in
historical tax receipts to change in national income
‘and it measures what has happened actually. The
former measure can, therefore, be viewed as a partial
account of tax responsiveness to changes in national
income and the latter as an account of total
responsiveness. Sometimes these are also viewed as
indicator of static and dynamic; charagcteristics of a
system. Tax elasticity or built-in-flexibility is
interpreted as a static function,I for it measures the
growth of the revenues over a Constant tax base’ and
tax buoyancy as a dynamic function, for it measures
growth of tax revenues unadjusted for any changes in
rates, bases, etc. . N

Elasticity and bugyancy have| been estimated by
using the follwing equation: '

Log T= Log L.+ B Log Y
Where T : Tax revenue

Y : National income .

L : Intercept or regression constant

B : Regression coefficient.

The regression coefficient 'B’° will represent
elasticity of tax structure if the tax revenue is adjusted
for discretionary changes otherwise it will represent
tax buoyance. The data have been obtained from
various issues of Economic Survey of India. The
model has been estimated by using ordinary least
square method by assuming its usnal assumption.

The estimated result shows th
tax structure of India- is about

at buoyance of the
9987 i.e., the.total

Estimated Equation for Tax Buoyance.
Log T = Log (-0:5981) + (0.9987) Log Y
(4. 165} * (3.5716)

‘represents ‘t’ values,

responsiveness of the tax system of India with respect
to national income is about 0.9987 units. It implies
that one unit change in the national income will
increase the total tax revenue by 0.9987 units. The ‘v’
statistics of buoyancy coefficient (B) implies that the
‘B’ is statistically . signifcant at five per cent level. The
model also emerged significant by assuming higher
value of R* i.e. around 78.4 per cent.

Estimated Equation for Tax Elasticity: -
Log T = Log (-1.9709) + (1.2426) Log Y
(-25.0751)* (12.8767}*

* represents ‘t’ values

The estimated tax elasticity coefficient (B) assumed
a value 1.2426 units and emerged statistically
significant at one per cent value, Its validity has been
supported by higher ‘' statistic value. The ealsticity
coefficient (B) implies that the net tax revenue i.e.
after deducting the discretionary changes it will
increase by 1.2426 units when there is a unit increase
in national income and also implies that the tax
system is highly responsive to the national income.
The model estimated is capable of explaning variation
in the tax revenue to an extent of 99.6 per cent with
the help of national income. It is given by the

-explanatory power (R* )} of the model and it is

statistically significant at one per cent level. The
statistical significance has been confirmed by higher
'F' statistic value.

Table I

Sources of revenue| of Government of India During 1980-81 Through 1987-88

(Rs. in miillion)

items 1980-81 | 1981-82 1982-83 1983-84 1984.85 1985-86  1986-87 1987-88
“Tax Revenue 98,440 241,430 272,420 315.250 318,130 432,670 495,220 565,660
80.8)~ (79.3 761" 76,91 A 76.2)* 17521 {75.8)*

« lncome® Corporat- - 28,370 34,450 37,540 . 41,920 44,840 53,750 60,940 63,820
tion 1ax 14.2} 114.3} 3.8 113.3 12.5) ‘112.4) 2z 11.3)
Customs 34,090 43,000 51,190 55,830 70,410 95,260 115,000 128,670
7.2 117.8) (18.8) 7.7 ite.71 1221 (23.2) i22.7}

Union excise duties 65,000 74,210 80,590 102,220 11,510 129,560 143,470 168,260
taz.a} 30.7) 129.6) '132.41 131.1) {29.9) (29) (29.7)

. Sales Tax 40,180 - 50,830 56,670 65,070 73,260 R7.420 190,400 119.080
: 20.2) * 2o i20.81 120.6) {20.5) z0.2) 20,3} 120.1)

Others 31,000 39.130 46.430 50.210 58,110 66,680 75.410 85,430
15,6 16.2) -i17) 15.9) . {16.2) 15.4 152 . {15.2}

Noo-tax Revenue 47,190 62,830 85,530 94,640 112,850 135,060 163.620 180,840
9.2 20,7V (239 23,1 24.01 (2381 (248" (24,251

Tofal 248,630 304,250 357,950 409,890 470,980 567,730 658,440 746,500

Source: Government of India; Economic Survey 1987-88 PP, 5-36-5. 37

t P Percentage of total Revenue
|} Parcentage of tax revenue.

YOJANA, January 1-15, 1980
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’ Table ll

. Direct and lmllruet Tax Revonue of Government of -
lndia l:nu-ing lsso-sl Through msv-ss

- Direct tax’

Year Indirect tax Total
1980-81 3,268 16,576 19,844
: (16.5) (83.5) :
. 1981-82 4,133 20,009 24,142
' AT (82.9) S
1982-83 4,492 22,750 27,242
16.5) 83.5) _
1983-84 4,907 30,484 - 31,525
- {15.6) 84.4) '
198485 5,329 . " 30,484 35,813
: 14.9) - - {85.1) .
1986-87 " 6,912 42,610 49,522
T T * 188 S
1987-88 . 7.298 42,268 56,566 .
2.9} 87.1). : '

Souvree: Gowmmem of India: Iwnnumu: Sulwy 1949788,
Now.-. hesis alown px ag ol‘lmlmmnue.

mentioned in this context that inter-corporate
dividends are totally exempt from tax.ih countries

“like Brazil, Canada, Ireland, Israel, M:lilayma and
 New Zealand. There exists, thus a plaus:ble ground

for total exemption of inter-corporate dividend in
India also. The 1mpendmg fear of concentration of
economic power in the hands of big corporate giants
through inter-corporate holdings is adequately dealt

. with in the companies Act (1956), the MRTP Act (1969} ~

and-as such there is no further need for any provision
under the Income-tax Act designed to tax inter-
corporate earnings even al a concessional rate.

Gohclusmn
In the end, it !mght be concluded that the burden

" of tax on corporate assessees in India i ls relatively
‘higher as compared to the correspondmg tax burden

being borne by other types of assessees such as
individuals, HUF, AOPS and Firms. In order to
rationalise the existing structure of corporate tax and

- lessen the burden of tax on oompames followmg .

Tﬂble lll

naﬂonal lncme of lndln l:lurlng 1880-81. 'l'hrongh ma-hss .

IYear
1950-81 1,104,840
1981-82* ‘1,284,570
" 1982-83* 1,413,310
1983-84* 1,661,400
1984-85* 1,830,510
- 1985-86* 2,054,360
1986-87* 2,290,350
1887-88* 2,553,740

Source: Government of India: Economic Survey 1937-38
* Provisional .

In brief the economy of India is depending mo're on
its indirect taxes for revenue. The direct taxes are
contributing only around 13 per cent.te the total tax

revenue.-Union exciseduties is contributing nearly 30 -
per cent of the total tax revenue of the government. -

There are poss:bllmes to increase the revenue by
increasing national income and by expanding
productive sectors of the economy. OO0

(Contd. from page 6

dividend received by it from another domestic
. company. However, during the assessment years
1976-77 to 1984-85 such dividend was fully deductible
' from total income if it was received from a domestic
company engaged in the manufacture of certain high
priority items e.g., fertilizers, pesticides, paper and

cement. The rationale behind this exemption was to’
encourage inter-corporate investments in the priority

industries. The withdrawal of this incentive by the
Finance Act 1984 with effect from the assessment
year 1985-86 is a retrograde step.in the history of |
corporate taxation in India on account of its adverse
effects on expansion of corporate sector. It might be

20 . :
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National Income (Rs. Imilh‘an)

suggestions are put forward:

(il The existmg class:f' cation of domestic
' companies into widely-held and closely-held
should be scrapped arnd all domestic
companies be sub}ecled toa uniform rate
schedule. '
The existing flat rate of tax should be replaced
by a graduated rate-schedule oorhpnsmg 20%
on income upto Rs. 1 lakh; 30% on income
over Rs. 1 lakh but not exceeding Rs. 2 lakh’
and 40% on the balancing part of the income.
The maximum rate of corporate tax would,
thus, be 10 percentage points lower than the
highest rate of tax applicable to indiviuals.
This proposal is in consonance with the rate-
structure of individual and corporate
income-tax  prevalent in -n!lany other
countries
Inter-corporate dividends shou ld quallfy for
100 per cent deduction u/s 80 M in order to
give a boost to the programme of diversification
- and expansion of corporate e_nntles ooag

i

(i)

yojona -
January 26 Special

wiil be devoted to populalion and Develop-
ment. The articles contributed by eminent
authors belonging to economic, social and
educational spheres highlight the population
problem and its effect on overall d&welopment
of the country.

The Yojana Special will cmhblne Jamn. lB-:ll
and Feb. 1-18, 1980 issues. l

 Please ensure your copy .

YOJANA, January 1-15, 1990
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AV 4

‘Venture Capital in India

Venture capital, ‘an important
. instrument used.in lindustrialised -
- countries to encourage specialists
* and teéchnocrats io set up high risk.
industries is of recent origin in
India. Though there are many
potential innovative entrepreneurs
in Indian society, ljck of proper
-support hindered their growth.
' Venture ' capital initiatives -are
bound to remove these bottlenecks
and help innovative technocrats
entrepreneurs to come up, the
author feels. S
——

INDIAN ECONOMY - HAS

period. Latest arrival in the scene is venture capital
institutions to cater to the need of indsutrial ventures
involving high risks e.g. 'tecH_nology ‘development,
The need for emergence of sull:h capital is primarily
due to lack of encouragement of existing financial
institutions (Development Banks, Investment Banks
and other financial Institutions) to finance such
enterprises which take longer|period for realisation
of commercial returns. The necessity of venture
capital institutions was echoed by the Finance
Minister in his Budget speech 1983-89. “We have one
of largest pools of scientific.and|Technical Manpower
Yet many of our young and new eéntrepreneurs find it

difficult to raise equity 'c_apidl because of the risk .

involved. This problem can solved by allowing

venture capital companies, in anticipation of future -

capital gains”. The emphasis on venture capital by
flance minister acted as a booster and many of the
institutions have started providing venture' capital
and many new institutions in Public as well as private
sactor have been established for this

Foundation (RCF) in 1975 to de capital, in the

- YOJANA, January 1-18, 1
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— - Beginners Capital: For
EADY witnessed

emergence of several financial Institutions and a
growing capital market 'd_urind the post independent

- However, IFCI had already established Risk Capital

" Dr.H Sadhak

form of risk (Eapiial. IDBI has é_ta-rted its ventun_;-;
capital fund (VCF} in 1987 and ICICI launched its

_ venture capital scheme (VCS) in 1987, Some private
[ venture capital organisations have also come up. -

What is Venture Capital

" Venture Capiial'-i; fﬁndamenthliy the risk capital

needed by entrepreneurs. A Venture Capital Institution

joins the entrepreneur as a co-promoter in project
‘and shares the risk and rewards of the enterprise.
“Usdally the venture capital company contribute
- equity in the projects. Generally the venture capital

can be classified into 4 categories:

For translating the business
idea into proposition. '
For undertaking production.
developing  marketing
infrastructure and improving
- competitiveness over the rivals
" -through extended distribution

Seed _Caﬁital

Start up ca_pit.al

o : chains. o
--Establishment. . :. For expansion, diversification
Capital ' etc. : ' :

Earliest attempt to - establish venture capital
institutions for providing finance to new ventures
involving very high degree of risks was made in U.S.A.
when the American Research and Development
Corporation (A.R.D.) in Boston was incorporated in
1346. Another important Venture Capital Company

{in U.S.A), the Small Business Investment Companies

(SIBCs} and Minority Enterprise Small Business
Investment Companies (MESBICs) started providing
Venture Capital since 1958. These are privately
organised and managed firms in U.S.A. After 1960,

. several of such firms came up and during 1960

and 1962, 585 firms were registered. In the United
Kingdom, the first venture capital company was
established in late 40’s by the Bank of England. .

The investment in industry by venture capital
companies in. U.S8.A. and European Countries has
been estimated by Venture Economics Institutions.

- 21
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Accordmg to this organisation the size of venture
capital in U.5.A. was $ 20 billion in 1985, and § 17
billion in Europe.

Growth of venture capital in U.8.A,, U.K. and other
developed countries is primarily due to' rapid
growth and extensive potential of commercialisation
of science and technology. These opportunities lured
the venture capital institutions to invest in high-tech
projects under condition of extreme uncertainty.
These projects otherwise neglected by the traditional
financing institutions. Since risk involved is very
high, a very selective and sophisticated method is
used to select the projects. The venture capital
companies in U.S.A, UX and other developed
countries are assisted to offload their shares in
assisted units through the unlisted markets (USM} in
the U.K. and over the counter (OTC) in USA.

Venture Capital in India

In India, Financial
Banks, Investment Banks and other Financial
Institutions-are too much risk conscious. They are
primarily. interested in' sanctioning loans to
projects  with low risk easy returns. They are
usually shy of the new projects with suspectable
returns. There is also a tendency. among Indian
Investing Institutions to invest in traditional
industries promoted by established industrial
houses, New units supported by high-tech innovation
and promoted by first generation young entrépreneurs
very often fail to get necessary financial support from
these institutions. Therefore, in order to encourage
and promote such technological projects, new
products and to take scientific innovation from labs to
life and to make R&.D efforts commercialised, LF.C.L
L.D.B.L, L.C.I.C. and sbme other Institutions namely
$.B.1. capital market Canara Bank etc. have started
providing risk/Venture Capital in India,

The first step to provide risk capital to
entrepreneurs was taken by Risk Capital Foundation
(RCF)- a subsidiary of IFCLLRCF was established in
1975 to provide loans on soft terms to entrepreneurs,
particularly technologists and professionals who do
not have adequate resources of their own. R.C.F. has
‘been converted into RCTC (Risk Capital & Technology
Finance Corporation Ltd.) in 1988 to provide risk/
venture capital to techlnologlsls and professional
entrepreneur. The RCTC, in addition to providing
assistance in.the form of risk capital is providing
finace for high tech projecis in the form of venture
capital to viable proposals and projects which are
capable of completion within- a short period
emanating from units in the corporate and co-
operative sector, industrial association and trust,
with proven record in innovation and having
requisite technological and Managerial strength.
Finance will be provided for innovative technologies,
products, process, markets services research energy
conservation complex technology development, for
meeting expenditure of National/ Interpnational

22
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Institutions-Development

Consultants and for sponsoring commerical R & D
Programme.

Industrial Development Bank of lndm (IDBJ)

established its venture Capital Fund in 1986 87, with

the objectives to

a. Encouraging the commercial applidiatidn of
indegeneously developed technolongy.

b. Adopting imported technology to. wider
domestic applications &

c.  All matters connected with or incidental to
the above.

IDBI venture capital scheme states “The VCF would

be concerned with proposals relating to develop-
ment of technology from the level of lab or bench

scale onwards till the stage where it is. mature for.

commercial application. IDBI scheme covers the
proposals for ; ' |

a  Setting up Pllot plant based on laboralmy
process.

b Upscaling of Pilot to demonstration scale
capable of commercial operations.

¢ Technological innovation leading to quahty _

upgradation etc.

d  Adoptations/Modification to  imported
process. _

e  Cost of studies surveys etc. _

IDBI provides assistance ranging Rs. 5

lakhs to Rs. 250 lakhs at 6% during development
process/product is accepted in the market. IDBI
assistance is available for financing cost| of fixed
assets as well as for operating expenditure. A
minimum contribution of 10% by the promoters for
venture costing Rs. 50 lakhs is required. This
contribution increases to 15% for venture costing
more than 30 lakhs.

Another important step towards venture capital
has been taken by ICICI by setting up Technology
Development and Information Company of India Ltd.
(TDICI} “in order to broad-hase technology develop-
ment oriented activities”. The major funcucm of IDICI
would be technology financing and technology
information. Technology financing will include
financing of commercial R&D Schemes through
grants and conditional loans,venture capital ﬁnancing
and Technology upgradation financing. ICICI is

shortly launching first tranche of Rs. 200 million. The’

second Venture Capital Fund of Rs. 400 million will
be launched in middle of 1989 which would invite
subscription from
institutions and banks. ICICI has completed a survey
to determine market’ segments.  Accordingly the
segments are: “mission areas of Government where
spin off technology from defence and space Research
Organisations could be commercialised; process and
product develop in the Central Labomlory, tapping
the universities and technological institutions,
research and development by various industry
associations and private initiatives by small units and
corporations etc,

YOJANA, January 1-15, 1990
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by,

~ about Rs, 20 crores and about Rs. 100 cro
90. Venture investment by other Institutions is not

‘.

\

Other important lnsutuuohs promoting Venture\

Funds are 5.B.1. Capital Market (SB1 Cap), which at
present finances through its bought out deals.
Grindlays Bank has launched its India Investment
Funds and Financing Pm1ect§ which need venture
Funds. Canara Bank is also eﬁlabllshmg its venture
eapital fund. The first private sector venture capital
fund will have cl‘edlt capital with 10 crore fund.

l
Operational data

- Ventu-e Capital is a totally new initiative in India
and al! the companies except R.C.
young stage. Therefore, only limited information

about financing is available. It lhas been observed

- from the available data that as on June'88. RCTC has

assisted 156 Projects involving 264  promoters,.
Cumulative sanction and disbursément of RCTC was
Rs. 1861.48 lakhs and 1322.48 lakhs respectively. An
important feature of RCTC assistance is that about
70% of the RCTC assisted projects are located in
notified backward/less developed) areas,

A study conducted by RCTC|shows that 57%
assistance (sanction) went to technocdrat entrepreneurs,
55% promoters were téchnician eﬂtrepreneurs, and

47% pmmoters were from service ckground:
Table 1 '
Risk Assistance provided by R.C.T.C. (1976-1968)
Sanction Disbursement
Year Amount No. of Ne of Amount, No of No. of
Jun. - (Bs lacs) Promr Project (Rs. lacs)| Prem-  Projects
Dec. oters 1 olers
i |

1976 25.9¢ ] 5 675 1 1
1977 27.50 4 4 21.55 6 4
1978 2839 10 5 1®B75 | 4 3
1979 67.20 16 9 49.39 4 8
1980 635 " 8 52.20 14 7
1981 82.50 13 10 7685 ‘15 10
1982 €500 10 7 6635 | 12 7
‘1983 83.14 14 7 59.74 8 7
1984 23949 1 20 102.39 16 10
1985 21787 N 18 173.50 25 30
1986 290.44 36 19 267,77 37 20
1987 406.20 43 25 350.94 42 25
1988 264.80 30 19 76.30 8 5

' 1861.48 264 156 132248 \zoz 120

During the year 1987-88, IDBI sanclibLed Rs. 687
lakhs to 10 projects under Veniure Capital Fund as
against Rs. 13.5 lakhs 10 one Project in 1986-87. The
TDICY's target for venture capital during 1988-89 is
s by 1989-

readily available.

Cautions éeded

Venture Capital initiatives are long awaited steps |

in Indain Capital Market which would Hprm.ride

- much needed support to technocrat entefireneurs. .

This type of entrepreneurs who are called mnovanve

_ '-Y_OJANA, January 1?-’1_5.;-1890. :
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. are in the formative

entrepreneurs have br‘oughl 80 many revolunonary_
ventures in industrialised world. Though there are
many such potential entrepreneurs in Indian Society,
yet lack of proper support hindered their growth.
Venture Capital would remove these bottlenecks and
help the innovative technocrat entrepreneurs to
come . up.

However, venture capital needed a .cautious
approach particularly in respect of supporting the
technological projects. Our educationat system very
often fails to. match laboratory research with
commerical application and many of the projects are.
not comr’nercially viable. Therefore, a very high
standard is required to establish- maintain and to
scrutinise the projects while those are accepted for
financing, This would require a close co-ordination
between venture capital company Research and
Educational Institutions. A suitable appraisal
measures appropriate for Indian condition needtobe
developed for assessing risk and commercial viability
of the technolugical project. Adopting the existing
appraisal technique of Indian Financial Instiutions
which rely more on objective judgement may not suit
the objective of venture financing. More reliance is
needed to be put on subjective assessment of the
venture, ’

Secondly, the existing security market which has
been proved insecure for investors due to several
malpractices at various quarters waouid not be able to
render necessary support torights of investors in new
and technology ventures. It is therefore hecessary to
promote a second fire stock exchange (U.5.M. in UK.

and O.T.C. in U.S.) to help venture companies to

offload their shares in assisted units, since these are
very high risk shares which cannot be traded, in
ordinary stock exchange.

Suitable measures should aiso be taken to give tax

_relief to venture capital companies. This relief can be
~ extended to initial equity investment by them in

high technology industries and industries promoted
by first generation entrepeneurs, which are otherwise
high risk ventures. Moreaver, suitable amendrhent of
43 (A) of companies rule is necessary to remove
apprehension of promoters to declare their units as
public units. There are several other minor problems
which need to be attended for health growth of
venture funds in India for not only healthy growth of
capitai market but also to extend necessary support
to the growing technoerats/professional entrepreneurs
in Indla gaan :
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VAT- How to Administer ?

Dr. Kishore C. Bamal

THE VALUE ADDED TAX '{VAT”]' HAS spréad répldly in '.
the last 25 years. Some 45 countries mostly in Europe -

and Latin America are now employing the
comprehesive V A T (see Table-ll. Around .20
countries mainly in Africa are using the. resmcted
formof VA T. : :

" In 1967, the oompmhenswe VAT ﬁrst appeared in

Brazil to replace the turn-over tax and in Denmark to -

replace a wholesale sales tax. The VAT was
introduced by major industrialised countries like
France and FRG in 1968, and U.K..and Jtaly.in 1973.

Though there is much talk about V A T and now

MODVAT in India, there is some confusion about the
concept, more so due to different forms of VAT in
practice in different oountnes :

The value added tax (VAT) is a tax on the value lhat.

a business firm adds to the things it buys from other
firms in producing its own product. The VAT is added
to the sales price but is separately stated except on

the final sale to the consumer. Each seller in the.

chain collects the VAT from the purchaser at the time
of sale, deducts any VAT paid by him on his purchases
from this amount and remits the balance to the

Government. Thus, the burden of VAT falls on the.

final oonsumer

" in short, VAT is 1mposed only on valued added-on'_'

the incremental value added. VAT cau be introduced.
either as a substitute to the corporation income tax,

salés tax and excise duties or as supplement tothem.
Mainly there are three types of VAT, (i) GNP type, {u} .

Income type and (i) Conaumption type -

In India the concept of VAT has its ongin first in

Kaldor Committee’ s recommendations, and then in
the Dutta Commiiftee, Jha Committee, FICCI study
and ' Sarvane’s study.

taxes.
.Click here to unlock PDFKit:NET |

In these reports of the:
committees and studles, the VAT was treated as a .
device.to neutrahse the cascadmg effects of mdu‘ect'_

MODVAT.

The idea of Modlf' ed Value Added Tax (MODVAT}
scheme was firstintroduced in the Long-term Fiscal
Policy (LTFP) document. The LTFP had stated to
extend the system of proforma credit to all exciseable

-commodities except few sectors as a solution to the

problem of taxation of inputs and, the cascading
effects of this on the value of final products

.. On the basis of the LTFP guideline, the then

Finance Minister introduced MOD¥AT in 1986-87 .
budget with the hope that it will decrease the cost of . .
final product considerably through availability of

instant credit of duties paid on inputs and consequent
reduction of interest costs, thus' benefitting the

. .consumers. In 1986-87 budget the MODVAT' scheme
. covered 37 specefied chapters-of the Central Excise

Tariff Act 3985. In 1987-88 budget it was extended to all
sectors except textiles, tobacco and petroleum.

Under the MODVAT scheme, the proforma credit

given,covers only excise duty and additional duty of
custom. The scheme which has been in force from Ist

March 1986 is not a new innovation. The MODVAT-
- scheme only - extended the- exlsting system of

proforma credit which was in force since 1962 to most

- of the exciseable commodities. The.proforma credit -
scheme permits' adjustmerits of icentral excise duty -

~paid ‘on . a “mateérial when that" material and. the
prodyct made out of it are both ¢overed by the same

tariff heading, Unider the MODVAT scheme, this

benefit is wider as adjustment 13Iprov1ded evenwhen -
the material and the products .made out are not -
- covered by the same heading' Under this scheme =
manufacturers: arg allowed to get complete re: =

imbursement of Excise duty paid on the inputs,

MODVAT has been introduced in India to reduce
the cost of final product to benefit the consumer, but

the VAT has been neither introduced for this purpose
nor to add to a country s tax revenue Of-course, lhe

YOJAl\m,iI Jan_uary 1-18, 1890
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VAT over the years, has become a major source of tax
revenue in some countries.

The VAT has mainly replaced other types of sales
tax supposed to have serious defects. The turn-over
~ tax levied as a percentage of sales is one of these
- defective taxes. |
(—.' 1 .
several countries including Brazil; But in developing
countries at an early stage of development where
most business activity is fragmenled among small
firms, a turn-over tax may be preferred only on
administrative grounds.

In more advanced developing countries, it is
difficult to prefer between retail sales tax and the
V.A.T. However, the V.A.T. has replaced a retail sales
tax in Sweden and Norway. It has also replaced
manfacturing sales tax, a wholesale sales tax in some

countries, it has been substituted for corporate and -

personal income tax in the State of Michiganin U.5.A.

The V.AT. is more popular in most of the
developing countries due to their dissatisfaction with
their existing tax strucure which results from

unsatisfactory sales tax system, need for elimination

of discriminatory border taxes in a custom union,
desire for reduction of other taxes and others.

Of-course, the V.AT. is not sultable for all
developing coutries. It will be better to depend gn a
simpler turn-over tax or a single-stage tax than on the
V.AT. on the part of some developing countries
where there are (i) minor role of foreign trade, (ii)
importance of small-scale agriculture, (iii} fragementa-
tion of retail trade among very small sellers and
(iv} lack of knowledge of basic aceounts and others.

" Though, there is wide international acoeptance of -

V.A.T. particularly in - ‘countries with large .public

sector in need of a broad-based and bugyant general -

sales tax, there is no VAT in Austrialia, Canada, Japan
and U.S.A. These industrialied countries have
resisted the introduction of the V.A.T. due to various
reasons. These are: (i) regressmty of V.A,T, (ii} fear of
excessive growth of public sector'since it bffers policy
makers a temptation to expand their lnﬂuence, {iii)
satisfaction with the existing sales tax structure, (iv)
high administrative compliance cost. {v} its potential
inflationary effects, (vi) potential evasipn through
false invoices, (vii) registration system [vull polltlcal
cons:derauons and others, i

There is a controversial misconception that VAT is
expensive to administer since the administration of
the VAT requires (i) comparatively large admlnlsnnalwe
staff, (il computerized systern and (i} greater

" compliance cost for traders. The first requlrement is
some what true. But the number of administrative
staff required for the VAT administration dépends on
various factors such as {i) exemption turn-over limit,
(ii) exempted goods and services, (iii) the ube of staff
transferred from work on taxes that have been
replaced, (iv) frequency of returns, tv) complexity of
the rates of the VAT and others. I

YOJANA, January 1-15, 1990 !
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So, the VAT has replaced a general turn-over tax in

If there is the problem of complex administration
particularily in case of small firms, such firms may be
exempted from the VAT, but the products in which
they deal should not be fully free from the VAT at all
stages.Exemnption provides that a trader pay the VAT
on his inputs without being able to claim any credit
for these taxes. It simplifies tax administration but
can result in cascading tax. :

Another device to simplify VAT administration is '
zero-rating by freeing certain goods from the VAT,
When zero rating is used, a trader is compensaled for
any VAT that he pays on mputs and is being freed '

from tax liability.

Thus it is difficult to presume that the VAT is -
relatively easy to adminisiter, because it contains
some self-enforcing features.  The VAT certainly
contains an element of self-enforcement that is
lacking in other types of general sales tax. Thus,
theoretically evasion of the VAT is not possible since
one trader's purchase is some other traders’ sale.
However, like other taxes, the VAT can be evaded.
The forms of evasion of the VAT are : (i} non-
regisiration of traders who are liable to VAT, l(ii)
exaggerated refund claims by inflating the claims for
deductions of VAT paid at earlier stages simply by
fabricating fake invoices for purchases never made,

{iii} under-reported sales, (iv) deliberate misclassifica-

tion and incorrect description due to multiple rates,
(v) false export claims since VAT is rebated on export,
(vi) unrecorded cash purchases, (vii) credit claims for
invoices from unregistered suppliers, (VIII) credit
notes on purchases including VAT not shown on
returns, {IX) credit claims for purchases that are not

_creditable, (X) omission of self-deliveries, (XI) bogus

traders, and (XID) barter arrangements.

Like VAT, the MODVAT introduced in India puts -
additional burden on tax department and producers
since it involves maintenance.of tax records at every
stage. After one year of operation of the MODVAT in
India, some operational problems were realised. So
four important procedural changes were introduced
in 1987-88 budget to simplify the operanon of the
MODVAT

As in the case of VAT, it is claimed that the
MODVAT scheme may check evasion and avoidance
of duties to some extent. In case of components
required for further processing for. producing an-

- exciseable product, a manufacturer may rnot resort to

mal-practices of suppressing production figures and
hence input intakes since he will lose the MODVAT
credit to the extent of duty paid on the quantity.of raw
materials and inputs suppressed from his accounts
and secondly his products which are used as .
component of another product may not be purchased
by other producers who use it for further processing
as that transaction would not entitle lhem to take
lhelr MODVAT credit. :

But tax evasion is possible under the MODVAT asin
the case of VAT. A big manufacturer unit can inflate .

s
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Table 1

VAT Rates throughout the World

" Year VAT Standard Kate of VAT

Sl No. Couniry
- intro- At intro- On

duced’ duction. Januaryl,
. propased.. 1958,
i 2, ' A 4. 5.
1. Argentina 1975 16 - 18
.2, Austria 1973 8 20
3. Belgium 1971 18 10
4, Bolivia 1973 10 10
5. Brazil 1967 15 17
B Canada® ) - - -
7. Chile 1975 20 16-
8. - Colombia 1975 10 10
‘9. . Costa Rica 1975 10 8‘
10. Coted ‘Ivoire 1960 8 25
n. Denmark 1967 10 22
12z. Dorninican Rep. 1983 6 6
13. Ecuador 1970 4. 6
14, France 1968 136 18.6
15. FRG 1968 10 14
16. Greece 1987 18 18
17. Guatemala 1983 7 7
18, Haiti 1962 7 10
19 Honduras 1976 3 B
20. Hungary 1988 25 -
21 Iceland* 1989 24 -
.22 indonesia ‘A98% 10 10
23, Ireland 1972 16.37 25
2. Israel 1976 8 15
25, Italy 1973 12 18
26. . Japan* . - 3 f-
27, Korea 1977 10 10
28. - Luxembourg 1970 8 12
29, Madagascar 1969 12 15
30 Mexico 1980 10 15
n. Morroco - 1986 . 19 19
az. Netherlands 1969 12 20
a3. Newzealand 1986 10 10
M. Nicaragua 1975 [ 10
1s. Niger 1986 12 25
36. Norway 1970 20 20
37, Panama 1977 5 .5
38, Peru 1976 20 18
3%, Phillippines 1988 10 -
- 40, Poland * . - - -
41"  Portugal 1986 16 18
42, Senegal 1961 - 20
43. - South Africa 1989 - -
44, . Spain 1986 i2 12
45. Sweden 1969 11.1 23.46
48, Taiwan 1986 - 5
47. Thailand* 1989 - -
48, Tunisia 1988 7 -
49, Turkev 1985 it 15
50. © United ngdom Wry 10 15
51, Uruguary 1968 “ 21

Note: * Proposed or under discussion
** Rates are so-called standard rates applied to goods and

services nol covered by oiher. especially high or fow rates. Most

countrics use a zero cate for a few yoods.

Source: 1 M F Survey Vol. 17, No. 21 p. asﬁ

its sales trun-over to get an increased deduction.
under the system. The seller may also falsify invoices .

.28 E - o
. Click here to unlock_.F?leKit.NET -

“increased

“showing a forged tax content which he ¢an claim as

tax credit. X

The evasion of VAT or MODVAT may bile minimized
if there is a strict enforcement system with provision
of penalties and criminal prosecution for tax evader
And to minimize adminstration and conipliance cost.
the standard of tax administration should be
imporved. \ ’ '

There is also fear of potential inflation due to
introduction of the VAT. But -the effect of the
introduction of the VAT on prices depends on whether
it is a new tax or whether it replaces another tax, and
on the stance of wage and monetary policies. After
exarnining the operation of VAT in 35 countries; Alan
A. Tait identified seven countries where there was
acceleration in inflation when the VAT was introduced.
5o to him, the VAT is not generally mﬂationary

In India, the hope of the Goverrlimenl that the
MODVAT scheme will help in reducing the consumer
prices of product covered by the schéeme may not be
realised.In 1986-87 budget, in order to ensure revenue
neutrality the introduction of the MODVAT was
accompanied by an increase in the duty on the final
products to balance the set-off being given of the duty
paid on inputs. That is, to reatin the collection of
excise duties at earlier level, the rates of duties on
final products under the MODVAT scheme was
suitably adjusted in 1986-87 budget. Even in 1987-88
budget, the duty on final products was being
in some cases to- maintain revenue
neutrality. Thus, in view of this, the prices have not

. been reduced in case of products under the MODVAT

scheme where revenue neutrality is maintained.

* . Even in case of products under the MODVAT

scheme where duty on final product is not being
raised, if the manufacturers maintain the rate of
profit on the net cost of production as lowered by the
MODVAT and accept a reduction in the absolute size
of the profit from a given volume of output, the prices

-of final products covered unde th¢ MODVAT may fall.

But, in fact, the manufacturersi are not bound to
maintain the rate of protit. To keep prices of final
products covered under the scheme around the level
prevailing before the introduction of the MODVAT,
the Government should lower the rate of the
MODVAT when producers raise the price of these
products, that is, both producers and the Govern-
ment should adjust the rate' of profit and the
MODVAT respectively. 00D
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- Octrqi' :
1_]
‘.

Octroi is the main Isource of
revenue of urban local bodies.
What can be the implication of the
abolition of this on urban local
bodies ? What are thé possible
alternatives ? These issues are

- examined by the author in this
article. : 1

' |

FINANCIAL POWERS ARE DISTRIBUJTED in the Indian
Constitution between Union and Sl.l;lte_ Governments,
At the same time, some financial powers are given to
urban local bodies by each State government. The

State and local governments usually provide a
number of public services for :public welfare .

purposes to raise the standard of living of the people
and for growth of the economy.|Public services
include basic health and education, ¢onstruction and
‘maintenance of local road, the provision of water,
street lighting, cleaning and sanitation, public
markets and land development for business and
residential purposes. Public services are provided in
accordance with the preferences and needs of the
citizens of the locality. Large scale revenue is
necessary for smooth and effective performances of

" the public services by the local autlhorities which

- include Municipalities, Municipal Corporations and

Notified Area Council. Financially |stronger local
government can improve the efﬁdliency of local
authorities for the maintenance Pf _the public
services, o

sources of revenue

The main sources of revenue of the lpcal bodies are
taxation, grant-in-aid from the State gcr_:femment and
shares of taxes levied and collectd by the State

government and non-tax revenue from enterprises of

.the local bodies. Taxes mainly include, taxes on
property; taxes on goods. like Octroijand terminal
taxes, personal taxes as taxes on profession and
business, terminal tax or passanger takes on vehicle
and animals etc. Among these taxes, p perty tax and

. Octroi are larger sources of revenue for most of the
_Urban local bodies, I]

YOJANA, January 1-15, 1990 1
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Can we replace it

Sandhya Rani Panda

‘The pi'operty tax is imposed on the income derived

. by the owner from his property and its uses. Property

tax includes (i) taxes on building including the open

-land which may be utilised to build houses (ii} taxes

on unearned increment in relation to town develop-
ment scheme (iii) taxes such as stamp duty on -
transfer of properties. The first two categories of
taxes are levied by local bodies and the third category

‘of taxes are mainly levied by the state government,

Next major source of revenue for the local bodies
is Octroi. Octroi is atax on the entry of goods into the
local areas from other areas, for consumption, use or
sale. It is one of the oldest taxes in India, which was

known as “Chungi” in Moghul period. It is included in

entry-52 of the state list.

Octroi has been criticised from various quarters, as
it has some harmful effects. Local bodies raise much
revenue out.of octroi, but octroi has created many
administrative and other problems which affects a -
large section of people and retard the growth of trade
and commerce. There has been a controversy on
introduction of some appropriate suitable aleernatives
in place of octroi. Almost all the alternatives
suggested are defective. To remove the unfavourable
impacts of Octroi, octroi should be replaced by some
suitable alternatives.

Several central level .and state level committees
which are appointed by the Government of India and
various state government have criticized octroi and
suggested alternative sources of revenue to replace
octroi. The committees are : the Indian Taxation
Enquiry Committee (1924), the Local Finance Enquiry -

~ Committee (1849), Motor Vehicle Taxation Enquiry

Committee (1950) the Taxation Enquiry Commission
(1953), the Road Transport Reorganisation Committee
(1959), the Commiittee on Augmentation of Financial

- Resources of Urban Local Bodies i1963) Rural-Urban

Relationship Committee {1968), Committee on Trans-
port Policy and co-ordination (1966), Zakaria
Committee ' (1965), Road Transport Taxation
Committee {1967). : E

Octroi

The defects of octroi, according to these
committees are (i} it is regressive in nature (ij) it
' {Contd. on page 34).
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Nehru as an educational thinker

.Dr. Man Mohan Lal

The author here presents a critical
appreciation of Pandit Jawaharlal
Nehru's ideas about education
mostly contained in letters written
by him to his daughterIndira
Priyadarshani. The wide range of
thoughts he offers on education the
vast experience he reveals and the
concern he shows for modern
knowledge convince us that Pandit
Ji was no less important an
edicational thinker, the author
feels. '

NEHRU WAS NEVER A TEACHER, NOR WAS
education his chief concern. He viewed education
with a parent's eye. The education of his daughter
Indira remained one of the important preoccupations
during the Thirties. At times he availed himself of the
opportunities of addressing students and inculcating
in them an awareness which was needed for the

awakening of a nation. His views on education are

limited only to these two situations. However Nehru’s
hypothesis of education is important and worth
studying as it affected the Indian academia before
and after the Independence. As a builder of modern
India Nehru was the most sensitive and receptive
mind who did not leave any relevent aspect of Indian
milieu untouched in his works and letters,
Although' there is, in his views, undoubtedly
an evident imprint of western padagogical
movements and innovations, his concern for Indian
education was original and genuine. We do
not find any confusion or immaturity in his
conception. Sometimes he appears prophetic
in his visions, Perhaps this quality makes his
educational conception further more valuable. This
is true that he could not get his dreams fulfilled in his
life time; now the quesiion is -how far have we been
successful in realizing his dreams in the field of
education ? There can’t be any political answerto this
question, nor should we bury our heads in sand to
evade it. Hence a greater need to analyse his views on
education. ' .
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What Nehru mea;nt- by _ed_ucatibn

According to Nehru : “Right education must be an
all round  development of the human being a

_ harmonising of our internal conflicts and a capacity

to co-operate with others.” Nehru attached a great
importance to the practical aspect of education. He
hated such scholars as lived a cloistered life.
Education to him was a means to an end and that too
the sccial and national end : “All round us we see
people who have had brilliant academical careers
and yet who are somehow unable to fit in any-where.
Partly the fault is theirs, but certainly there is
something seriously lacking in such a one-sided’
education. Examination oriented education was
never favoured by Nehru. Real education is not
bound up with examination. He attached more and

more importance to real education, and by thathedid -

not mean examinations and the like. In his opinion a
proper intellectual training is essential to do any job
efficiently; but far more important is the background
of this training-the habits, ideals, ideas, objectives,
the internal harmony, the capacity for co-operation,
the strength to be true to what one considers to be
right, the absence of fear. Real education, according
to Nehru, aims at, “internal freedom and fearlessness.”
Time and again he reiterated that education divorced
from life can never be of any use. “After all education
is meanit to fit you for life, that is to say, not only in
your narrow spheres but you will have later on to
understand the big problems of life.”

Values in education
Of late a lot of fuss has been made about value-
oriented education. However, only a vague idea is
conveyed through this phrase. It is interesting to note
that Nehru was fairly free from doubts as tothe values
education aimed at. There is not a great difference
between his and Gandhi’s conception. Both insist on
the individual virtues to be inculcated, however the
former gives no less importance to the social aspect.
He hates an education system that reduces a human
being 10 a bookworm or an island by himself. The
greatest value one can expect from academnic training
is the feeling of co-operation and equality. Nehru did
not like the idea of keeping his daugliter in a separite
building at Shantiniketan “apart from the ‘common
herd’ and requiring all manner of'special attention.”
His advice to his daughier can be further generalised:

YOJANA, January 1-15, 1990
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“This seems to me to savour of vulgarity and
‘'snobbery...No this kind of tﬂing will aever do.
Wherever we go we must keep! on.a level with our
surroundings and not imagine that we are better or
superior. It is better not to go a|place than to go as a
superior person. If you ever desire to work among
village folk or for factory workers, how do you think
you would live with them or visﬁt them ? As a society
lady with a scented handkerchief to keep off the bad
smells, occasionally patronising them or doling out

- charity to them ?” ' : :

Nehru always wartied us against inaction and
indolence. ‘Aram haram hai’ was his ever-echoing
watchword, In his opinion, the greatest feat of
education would be to make |people shrug their
lethargy off and work ceaselessly for the welfare of
society. Dignity of labour was Lt‘:onsidered by him
much greater than higher intellectual pursuits. There
remained alwasy a sort of wistfulness in his heart to
see Indians up and doing. He set his own example to
preach the gospel of work, No waoder he imbibed all
ethics from contemporary litera';ure and philosophy
that inspired action and incessant work. His ideal
was not the individualistic philosophy of Samuel
Smiles; rather he seems to share with Kropotkin
whose A Word to Youngmen shook the aristocratic
ambitions. of the contemporaty educated youth.
Nehru's educational ideals re meant for his
daughter: as well as all youngmén of India:

“I think I have told you that it has long been my
desire that a part of your education and every boy’s
and girl's education should consist of reall honest
work in a factory or in the fields. Unfortunately this
-cannot be arranged in lmlL.Iia under present
conditions but this idea of mine will give you some
notion of what I think of educEtion. If you want to

work in a factory, do you thinkyou could doso asa
_superior person living apart and in a much better’
way than the others ? The idea is absurd.-The very

object of going there is to learn|from the sufferings, -

- discomforts and misery which!surround and wrap
up the great majority of people; to see the drama of
real; to become akin to a small extent at least with
the masses; to understand their viewpoint; and get
to know how to work so as toiraise them and get
them out of their misery. This cannot be done by
people who live in cotton wogl but by those who
can face the sun and the air and hard living.”

Education an: n_aﬂonalism

Nehru's nationalism was free from all bigotry
and  narrowmindedness. He . had evolved so
healthy an outlook that it was impossible for him to
‘confine his interests to his own| nation. Humanity,
love and justice were the values he was all for.
However, he was like any otherjnationalist against
the British rule in India. He could never condescend
to the unjust laws and administration of the British.
His love for India was deeply romantic and
emotional. At the same time he was seriously

YOJANA, January 1-15, 1990
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concerned about the well being of the nation. And tc
this cause he was fully dedicated. All sufferings anc
troubles he sustained for this very cause. Naturally
his ideal of education is closely associated witl
nationalism. Nationalistic education, he. thought
must come from the national genius.

“...1 do not mean the teaching of aggressive anc
blind natio~alism. But I do feel that a person whe
cuts himself off from the cultural genius of the
country he lives in, creates a barrier which make:
it difficult for him to function there effectively
Even the breaker of old customs must approach hi:
job as an insider, not an outsider.”

To Nehru, devotion to learning was meaningless ir
the absence of devotion to the nation, The immediate
and recognisable unit of society is nation anc
therefore nation and society are synonymous:

“What I wanted to tell you was that we are all
members of a huge living thing called society,
which consists of all manner of men women and
children. We cannot ignore this and go our way
doing just what we please. This would be as if one

_of our legs decided to walk away regardless of the
rest of the body ! S0 we have to fit in our work so as
to help society in functioning. Being Indians we
shall have to work in India.”

Though the first job of a student is to train himself

" for future, his indifference to politics is undesirable.

‘The pressure of political circumnstances’ and ‘the
stranglehold of economi¢ conditions’ deny the
opportunity of education to vast masses of people. A
national awareness, as such, was necessary in order
to createé -a favourable atmosphere for proper
education.

“Our educational system, inspite of the ideals which
it may profess, is itself an outconue of and a part of this
environment. It seeks sustenance from it and,
consciously or unconsciously, supports it. Yet if there
is anything clear in the world today, it is this: that this
environment is the cause of most of our troubles, and

to leave it as it is, is to head straight for disaster.”

But it does not mean only politicians are the
builders of India’s destiny. The academia inchuding
students and teachers also have an important rather
serninal, role to play in the reconstruction of the
nation. Politicians and statesmen may strive for
political and economic changes but they can’t play
the part of foundation layers. ‘'The real basis” of that
society must be laid in the teaching of our schools and
colleges.

Choice of career and courses

Abstract aims tend to make education pointless to
the immediate need of life. The so-called practical
minded men remain indifferent to the ethical aspect;
for them education is only a lucrative investment.
Nehru warns us against such a limited application of
intellectual and vocational training. He never thought
in terms of financical returns. he hated the idea of
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minting money through abilities obtained - from

education. In his age the profession of a lawyer was
very profitable. it was as coveted a career in those
times as medicine and engineering are loclay

“But this is just a way' to earn money although in
our present world some money has to be earned.
What is far more important is to do something that
is worthwhile and that does good to the larger
society we live in.’

Any such profession as aims at explmtmg others
can never be good for the society. It does not create
anything or add to the good things of the world, A
lawyer for example, “merely takes a part of other
people’s belongings.” Nehru was strongly in favour of
scientific pursuits and technical training. “T am”, he
says, “rather partial to science as the modern world is
based on scienc”. It was Nehru's long cherished
vision that wanted the youth of India to become
scientists, engineers, doctors and education agricul-
turists. India’s future, he believed, lay in these
educated youth:

“We may be sicentists for science today is at the
back of everything, or we may be engineers or
those who apply science to man’s everyday needs;
or doctors who apply science to lessen human
suffering and root out diseases by hygiene and
sanitation and other preventive measures; or
teachers and educationists training all ages from

- babies up to grown men and women; or upto-date
modern farmers on the land increasing the yield of
the land by new scientific devices and thus adding
to the wealth of the country and so on.”

Art and culture, though not se important as science -

and technology are very essential for the general
refinement of a poeple’s attitudes and ways of life.
Nehru never undermined the value of art. In his
opinion art and culture are very necessary to make a
complete man or a woman. They give us a grace of life
and broaden our viewspan. However too much
concentration on the artisitc side does not let us keep
with the fast progressing world. We cannot go on
living and reliving our past. Nehru's progressive
thoughts, though deeply influenced by the industrial
world of the west, were not very different from those
of Gandhiji. The latter believed in small scale
technology with a special weight on individual effort,
while Nehru insisted on socialistic * pattern of

industrialism, this is the reason that Nehru put art

and culture.in the second place:

“...art and general culture without anything else
are apt to.make us rather helpless persons in the
present day world. To understand it we have to
possess - technical knowledge, for the modern
world is based on science and technical appliances.
No person can call himself educated today unless
he or she knows something of science and
economics and technology.”

Like any modern educationist, Nehru did not
believe in imposing ideals on the student, He has to
30
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decide for himself what his life-philosdphy should

be. Parents should not forcibly mould their children.

after their own fashion and impress them with their
own ideas. According to Nehru each - individual
stands out by himself or herself as ‘a new experiment’
which life is working out. When we force the student,
we check his growth. Once his daughter ¢xpressed
her wish to become a teacher Nehru did not object to

‘it, rather he threw light on the relevant aspects of the

job of teaching; at the same time he did not leave

other careers unsuggested and the choice was Jeft”

open to her. _ !

Education for women

Nehru's views on women's education are reflected
specially in his letters to his daughter. He was directly

related to this problem. Though he neverimposed his

ideas on her, he expressed frankly what he thought of
and meant by education for women. He disliked the
education which prepared a girl to play a part in the
drawing room and nowhereelse. Women had an
equal role to play in the makmg of the nation. He saw
women on par with men in every walk of life:

' “Personally, if Thad the chance I would like to have
my daughter work in a factory for a year, just as
any other worker, as a part of her education.”

Nehru seems to be much influenced by the
unpopular thoughts of Bertrand Russell. He always
accepted all what was logical and progressive. While

Nehru was fighting for the freedom of India, Russell -

and Shaw were disseminating the ideas that shook up

' the roots of the Victorian moral of male superiority.

Though Carlyle and Ruskin had already raised their

voice against the secondary position of women in -

society, Russell was bolder to argue in logical terms.
He was surprised to see even the moast advanced
scientists propagate baseless and false proofs in
favour of man’s superiority over momen: “Each of the
arguments in turn was proved to be fallacious...For

my part, [ see no evidence of this.”

Classreom teaching

Again like Bertrand Russell Nehru did not see any

sense in compulsory classroom instruction. Russeil
regards it unnecessary and time wasting:

“In the newer universities in this country there is
aregrettable tendency to insist upon attendance at
innumerable lectures. The arguments in favour
of individual work, which are allowed to be strong
in the case of infants in Montessori school, are very
much stronger in the case -of young people of
twenty, particularly when, as we are assuming,
they are keen and exceptionally able. When I was
an undergraduate, my feeling and that of most of
my friends, was that lectures were a pure waste of
time. No doubt we exaggerated, but not much.”

Perhaps Nehru shares the views of Bertrand
Russell completely. In a university, students are not
expected to remain depending too much on their

|
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_professors. They must learn to p Irsue higher studies
only with a slight hint from their teachers, Nehru was

- well acquainted with the western style of higher

. education. He wanted his daughtér to foliow all those

" valuable habits of education that were prevalent in

England. He saw the nexus of teacher and taught as
the healthy relationship of two friends. A professor is
supposed to help his pupil-pursue higher studies
without imposing his aweful aul]:hority:
- “Usually when one goes from school to college, the
.actual classtime is reduced and more work has to
be done by the student by hersdlf. Asone goesupin
the university more and more v
privately with just an occasional tip from the
professor.” '

His daughter’s education at Lanthiniketan was
Nehru's tentative experiment. He was in favour of
informal education. Pursuit of knowledge and
culture under the able and benign guidance of
Gurudev was a fantastic idea. However casually he
went on giving instructions to His daughter as to the
ways and methods of study. He warned her against

too much importance of classroam study:

*  “Classes are really far less irl’nportant than this
personal guidance from good pbfessom Indeed at

ork has to be done -

Cambridge we attached little importance to the
university lectures; as they are called. This really
applies to every subject-literature, politics,
economics.”

Towards secular education

Nehru was deeply secular in his thoughts. He was.
worried about growing fanaticism and communal
lunacy specially among students. Education to him
was free from any race or community, Institutions
run by religious sects were not so dangerous as the
demogogues who wanted toc make them centres of
commmunal hatred and vielence. He had, no doubt, a
special penchant for variety and was pleased to see
different cultures and philosophies thrive in the
fertile soil of India but he could never stoop to the
cominurial narrowmindedness, nor -was he ever
afraid of pointing out the evil,

These views of Nehru on education, though
scattered and casual bear out at least one thing that
he was no less important an education thinker. His
importance as an educationist further gets streng-
thened as he was a successful man of action. Being
the most popular leader of the Indian -people he
expressed the representative views on education
cherished by the whole nation.0 010 '

" -

Conclusion

It may be concluded from the foregoing study that
India’s exports during 1960-61 to 1988-89 has increased

significantly, no doubt, but increase in India's import
was faster than exporis over the periods. More
attention is needed to increase the export earning in

- general and in particular earning through handicraft

by utilizing rural population. s s u

Tahle 4

Direction of India’s Exporis
(Rs. Crores)
8i. No. Cuntry 1350-51 © 196061°  1870-71 1984-85 1985-86
1 U.5.58R 11 23 1210 ‘1880 1937
1.83) {4.52) \ (13.68) (16.0 17.58)
2, " US.A 116 103 207 1766 . 1994

) : 119,30 116.04 113.48) (15.04)
3 Japan 10 3s 204 . 1029 1
(L1681 (5.45} {13.30) T (B.70% (10.82)
4. UK. 140 173 170 613 538
123.301 (26.95) {11.08) 5.22) {4.38)
5 Iran - ) 27 - 134 095
.62) 11.75) © - 11.15) 0.87) . N
& Wst Germany - : 20 3z 4588 507
' ’ R (3.12) {2.12) 4.16) 4.60)
7 ‘France 09 09 18 191 200
(1.50) . (1.400 (1.17) 11.62) 11.82)
8. Others 315 | 253 | 667 5643 4550
(52.41) (41.90) (56.55) 148051 141,33}
Total s01 642 " 1535 11744 11012
' 100.0) 1100.0¢ {100.0} {100.0} {100.0)
* At pre-devaluation role s ~

Figures in parantheses indicate percentage.

Soruce: (1} For column (2
{ii) For column {3) Reserve
132 and $-133, and

Govt. of India, India-A reference annual 1982, Table 20.5. p. 349..
Bank of India, Repor{ on Currency and Finance-1972-73, statement 84, pp 5

(iii) For others column. Gevt . of India, Economic Survey, 1986-8?. Table 6.8, pp S-64 and 5-65.
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Regional rural banks and rural
development

Krishnan C.

The RRBs which have completed
more than a decade in interior
India have succeeded in mobilising
rural savings; thereby aiding the
growth and development of rural
India. The increased flow of money
- to ural areas through these banks
has made them act as a lever of
rural development, says . the
author.

NATIONAL PLANNERS OF OUR country have
strategically decided to use the organised part of
Indian banking system as.an instrument for
accelerating rural development. Co-op-eratives and
commercial banks had its own limitations in the
process of rural transformation and rural develop-
ment. It was, therefore, considered expedient to have
a special type of institution which could be responsive

to the over all requirements of rural credit. This

resulted in the establishment of Regional Rural Banks
(RRBs).

Setting up of Regional Rural Banks

The idea of setting up of some sort of rural banks
was first mooted by the Banking Commission in its
Report in 1972, But, the Government of India didn't
take any action with respect to the recommendations
‘of the Banking Commission till June 1975. It was the
announcement of the “Twenty Point Economic
Programme” on July 1,1975, that led to a re-thinking
on rural banks among-the policy makers in India.
Accordingly, the Government of India appointed a
Working Group on rural banks under the chairmanship
of Sri: Narasimhan in 1975. The Working Group
recommended the setting up of the state-sponsored,
regionally based and rural oriented banks to be
known as Regional Rural Banks. They were set up
under the Regional Rural Banks Ordinance 1975, later
replaced by Regional Rural Banks Act, 1976.

Purpose of RRBs

According to the RRBs Act, RRBS al_'e-set up mainly
“with a view to develop rural economy by providing

32 . :
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for the purpose of development of agnculture, trade,
commerce, industry and other producti\re activities
in rural areas, credit and other facilities, particularly,
to the small and marginal farmers, agricultural

labourers, artisans and small entrepreneurs for

matter connected there with and incidental there to.”
More over, RRBs were meant to combine the, “local
feel and familiarity with several problems which the

_ co-operatives possess and the degree of business

acquisition, ability to mobilise deposits, access to
central money markets and a modernised outlook
which the commercial banks have”. Thus, RRBs have
the status of scheduled commercial banks and are set
up under low-cost banking principle.

Capital structure

The authorised capital of each RKB is Rs. one (1)
crore. The issued capital is Rs. 25 lakhs, which is
subscribed by the Central -Government, State

- Government and ‘Sponsoring Banks’ on 50:15:35 ratio’

asis. Moreover all RRBs are eligible for re-finance
facility from NABARD (National Bank for Agriculture
and Rural Development). -

By now, RRBs have completed a little morethan one
decade of functioning in the interior parts of our
economy. Now, let us have a look on the different
aspects of the working of RRBs ever since its
establishment. The Table-1, gives a clear exposition
of the functaomng of RRBs in India.

Branch qxpan%

After the establisnment of RRBs, Indian banking
wilnessed an all round development in banking. The
most important development has been the opening of

-more and more branches in the unbanked and under

banked areas. Rapid expansion of banking is a pre-
requisite for rapid economic development. I 1975,

there were only 6 (six) RRBs with branch net work of -

only 17. But, by June 1988, the number of RRBs rose to

"196 and the number of banches to 13,586. In other

words, there has been 32-fold increase in the number

" of branches during the same period. 'i

Dnstricts covered

Each RRB operate within specified districts in a
state. Generally, the RRB. for its operation will have a
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1 .
compact area of one to five districts with homogeniety in
agro-climatic conditions and rural clientele. From
table-1-;'it is seen that, during the time of inception,
RRBs covered only 12 districts in the country. But,
within a period of little more than one decade, RRBs
covered 365 districts in the count
cent of total districts (440} in the
covered by RRBs,

untry have been

Deposit mobilisation

Regional Rural Banks have contributed greately to
the development of banking habits among the people
through extensive branch banking and better service
to the customers. Table 1, shows Ihal', the deposits of
RRBs have been increasing continuously. It increased
from Rs. 20 lakhs in 1975 to Rs. 2, 42, 864 lakhs by June
1988. The average deposits per KRB have increased
from Rs. 3.33 lakhs in 1975 to R} 1,253.01 lakhs by
June 1988. Similarly, the average per branch deposits
also increased from Rs. 1.17 lakhs to Rs.18.07 lakhs
during the same period. All these show that, RRBs
have succeeded in mobilising the rural savings to a
great extent. ' ! .

Loans and advances
Every KRB is authorised to carry on and transact the

. With this, 83 per

business of banking as defined in Section 5 (b) of the
Banking Regulation Act 1949 and may also engage in
other business specified in Section 6 (i) of the said Act. -
Accordingly, RRBs grant loans and advances to
smalil and marginal farmers, agriculiural labourers,
artisans and other weaker sections. From the table, it
is seen that, the total outstanding advances of RRBs
have increased from Rs 10 lakhs in 1975 to Rs. 2,42,864
lakhs by June 1988. Similarly, the average outstanding
advance per RRB also increased from Rs. 1.60 lakhs to
Rs. 1,239.10 lakhs by June 1988. The average advance
per branch increased from Rs. 0.85 lakhs to Rs. 17.87
lakhs during the same period. When we consider the
multiplier effects of these increasing flow of money to
the rural areas we can infer that, RRBs are acting as a
lever of rural development.

Credit-deimsit ratio

Another impostant indicator for evaluating the
performance of commmercial banks is credit-deposit
ratio. The Credit-deposit ratio of RRBs was 50 per cent
in 1975, it increased to 176 by june 1979, but declined
subsequently’ and- reached to 99 by June 1988.
Though, the ratio shows a declining trend,
comparing with the commercia?! hanks, the present
credit-deposit ratio of RRBs is commensiable. In

Table 1
Progress of regional rural banks

{As at the end of June 1988)

_(Amount in lakhs of Rupees)

) Average per RRB Averge per branch
-8r. At the end of No. of Districts |No. of Deposits Outstanding C.D. Hatio Deposits Qutstanding Deposits Outstanding
No. RRBS covered Branches (Amount?  Advances : Advances -Advances
{Amount} . (Amount} (Amount} (Amount) {Amount}
1. 2. 3. 4 5. 6. 7. 8. 9. 10 i1, 12.
1. Dec. 75 6 12 17 20 10 50 3.33 1.80 1.17 0.58
2., Jun. 76 19 NA NA NA NA NA NA NA NA NA
3. Dec. 76 40 54 489 772 702 91 19.30 17.55 1.57 143
4. Jun, 77 48 29 767 1566 1958 125 32.62 40,79 2.04 2.55
5. Dec. 77 43 29 1187 3304 4233 128 68.83 88.22 278 .56
6. June 78 48 99 424 . 6597 6597 145 94.29 137.43 3.7 4.63
7. Dec. 78 51 102 1753 7411 12202 165 145.31 239.25 4.22 6.96
"B June. 79 56 107 1993 9825 17305 176 175.44 303.01 4.93 8.69
9. Dec. 79 60 111 2420 12322 16741 136 205.36 273.01 5.09 591
10. June. &0 73 130 2735 16367 18116 111 224 21 24816 3.98 6.62
1. Dec. 80 85 - 144 3279 19983 24338 122 235.09 286.33 6.09 7.42
12, Jun.81 102 167 3784 25285 30245 120 247.89 296.52 668 7.99
13.  Dec.sl 107 182 4795 33600 40659 121 314.02 379.99 7.01 8.48
14. - Jun.B32 121 207 33933 38223 48259 121 315.89 382.31 7.09 8.58
15. Dec.32 124 - 214 6191 50226 57711 " 118 405.05 465.41 8.11 9.32
16. Jun 83 142 242 6812 53487 62370 117 376.67 339.23 7.85 9.18
17. Dec. 83 150 265 7795 67785 T 111 415.19 500.56 8.70 9.63
18.  Juns4 162 286 8727 77434 85997 11 477.9% 530.85 8.87 9.85
19. Dec.B4 ‘173 307 | 10245 95997 108077 113 554.88 624,72 9.37 10.55
20. Jun.8s 183 322 12139 105704 118835 113 577.60 649.35 an 9.97
21. Dec.8s 133 333 12606 128582 140767 109 683.95 748.76 10.22 11.17
22, Jun. 86 194 343 12755 144351 154034 107 744.08 793.08 11.32 12.08
23. DEc. 86 ‘194 361 12838 171494 178484 104 B83.98 920.02 13.36 13.90
24, Jun, 87 196 362 13076 1409658 193353 m 974.32 986.49 14.60 14.78
25. Dec. 87 - 196 363@ I 13353 230582 223226 or 1176.44 1138.90 17.27 1672
26. Jun 88 196 365 13586 24§59 242864 9% 1253.01 1239.10 18.07 17.87
= Consequent upon bifurcation of existing districts. : '
Source: National Bank News Review. Feb. 1989
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~ commercial banks, the credit-deposit ratio was only
- 61 per cent during, December, 1987.

The problem of overdues

Though there has been tremendous developments
in the field of branch expansion, deposits and
advances in RREs, the problem of voerdues is very
serious, One study pointed out that, out of the 194
RRBs functioning in the country at the end of June

' 1986, the overdues of all these RRBs had been to the
tune of Rs. 412.87 crores constituting 51 per centofthe
total demand. The state-wise position of overdues
indicates that the percentage of overdues to demand
was the highest in the state of Nagaland (78%),
followed by Tripura (71%), West Bengal (61%), Orissa
(60%), Bihar (59%), Madhya Pradesh (51%) etc.,... and
the lowest was observed in the RRBs functioning in
Punjab. Thus, RRBs are no better thari the commercial
banks in respect of overdues.

Conclusion

From the study, it is evident that, RRBs have kept up
the pace in branch expansion coverage of districts,
deposits, and advances ever since the beginning. The
credit-deposit ratio is also commendable. Barring the
overdue problem, the present study reveals that,
RRBs have succeeded in taking the banking services
to the doorsteps of rural masses to a great extent. 1 3 0

' (Contd. from page 27)

breeds corruption and other malpractices (iii) it
encourages tax evasion (ivl if retards industrial
growth {v) it causes delay by obstructing free
movement of vehicles. Some of these committees
have suggested few alternatives to replace octroi
such as: Surcharge on Sales Tax or additional Sales
Tax, Municipal Sales Tax or Municipal Surcharge on
Sales Tax and Municipal turnover tax. The State level
committee like the Wankhede report {study Group,
1970) of Maharastra has suggested multi-point

additional Sales tax as an alternative to Octroi. The
Inquiry -

- Odedra report/ Report of the Octroi

Committee (1972} in Gujarat recommended furnover
; tax at differential rate to be collected at a single point
7 or at two points. The suggestion of the Mumcnpal
_ Finance Enquiry Committee (1975) of Karnataka is for
. Municipal turnovertax. InMay 1976 Govt. of Madhya
Pradesh adopted entry tax and turnover tax toreplace
‘Octroi’in the State.

: 1t is found that some of the economists have argued

" for retention of octori. Their main argument is that

QOctroi is the only one major source of revenue for

most of the local bodies including local bodies of
-~ metropolitan cities like Bombay, Calcutta and Delhi.

Octroi is also more flexibie and productive than other

" kind of taxes of the local bodies. To them octroi only

can provide encugh revenue to finance the different

- kinds of public services, It is argued that though

. octroi is regressive, it is beneficial for all the

34 ' '
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individuals. of the region through welfare activities
undertaken by the urban local bodies out of revenue
collected from octroi. Further, burden .of octroi is
invisible as it is one kind of indirect tax and the
burden is borne by wider section of population. It is
further argued that Octroi only does not create delay
in movement of vehicles, but there are other post like
Police Post, forest department check post etc. which
are responsible for 70 per cent delays. -

"~ To some others octroi is “obnoxiocus and vextious”.

:

chers say it is not obnoxious, but administration of ‘]

Octroi is defective in nature. Introduction of proper,

~ simple, easy and perfect administratine methods can

remove almost all the problems of octroi. By
reforming octroi adminsitration, octroi may be
retained with the urban local bodies.

“Though urban local bodies may hesitate to abolish
octroi, there is greater need for abolishing octroi. The
loss of revenue may be compensated by some
alternative source of revenue. The |alternatives
suggested and recommended by different commitiees,
commission and scholars are defective in nature and
may not provide enough revenue to compensate the

‘loss of Octroi. Introduction of any kind of Sales Tax

has almost all the defects of indirect taxation as it
encourages tax evasion, breeds corruption and is’
regreeswe in nature. Contribution of taxes on
services, including local income tax or profession tax
is inadequate to finance the public services, for a
local body. Entry tax has also problems like obstruction

of movement of vehicles at State boundary. .

Possible alternatives

It may be difficult to find appropriate and suitable
alternatives to replace Octroi: Still we can think of
some sources of revenue which can replace octroi, _
contributing large amount of revenue to urban local
bodies. Some direct and progressive taxes may be
adopted to replace octroi, which will be simple and
easy in connection with its collection and administra-
tion and which will have favourable impact on the’
society and also provide adequate revenues to
compensate the loss of revenue due to - octroi
abolition. The possible alternatives are: Business

property tax, user fees and developmém charges,

transfer of some state government taxes like
entertainment tax, ‘tax on ownership and use of
vehicles and vehiclé registration tax to local-bodies.
Business propcrty tax is more progressive than octroi
and also can provide enough revenue to local bodies.
User fees and development charges can provnde
larger income with the growing urbanisation in
different urban areas. Imposition of motor vehicle
tax will be a profitable source of revenue for the:
urban Joca! bodies as the rate of growth of number of
vehicles has been rising and it will be borne by the
richer section of the urban population. Effective

"adminstration and use of business property tax and

user charges as well as motor vehicle tax and
entertainment tax will probably serve as a suitable

source of revenue to replace octroi. 00 O
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Better water ut_ili_zati_on

With the introduction of modern irvigation sysiems in the country,
farmer’'s participation has become a critical factor for optimum
utilisation of water. Efficient management or irrigation water for
maximising pmductlvily requires proper application methods. With
the addition to 11.5 million hectares of irrigation potential after the
Sixth Plan, agricultural productivity will depend largely on the proper
uiilisation of this created potential. ' : :

Aimed towards achievement of this objective, the Command Area
Development gramme was launched in 1974. At present it covers
131 major and medium projects. Under this programme construction

.of field channels, land levelling and warabandi have been takenup te

ensure timely and adequate supply of water to farmers. Adaptive trials
are encouraged by the CADA authorities to evolve suitable cropping
patterns and far?i'ng practices. Pilot projects have been initiated to
involve beneficiaries irrigation water distribution below the minor or
outlet. It has been estiinated that there is an increase in production of

-crops such as paddy, jowar, wheat, ground nut and ‘gram in certain _

CADA projects. _ .

An irrigation management and training projecl. (IMT) has also been
taken up with USAID to help train farmers and provide extension

.services for better water utilisation. Training is also provided by the

Waiter and Land Management Institutes (WALMI) in i1 States. Besides
these training programmes workshops and demonstrations are
conducted at the project sites for direct transfer of technology to

farmers and also to provide feed-back to the irrigation pro-
fessicnals.0D 0O ; o
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Improvement of quallty
standards

Improvement of quality standards is necessary both from the view
point of national consumers as well as from that of exports. o

Externally the world economy is under-going a transfiormation
‘leading to greater imer-dependence amongst nations with increased
interchange of products and services. If we have to sustain a fastet
rate of growth of our economy io solve the myriads .of problems of |
millions of our country-men, it is necessary that we have a greater
share in this interchange and world trade. Exports, therefore, are
crucial and for exports thé most crucial attribute is quality. . '

e T amam Y e,
- ST Ly ) * ety

The GNP of the country had been rising at a satisfactory rate having -
gone up from 3.5% in the first three decades of planning and well over | -
5% in the 80's with a highly diversified industrial structure covering " :
full .range of consumer intermediate and capital goods. But the '
concept of quality assurance management had yet to percolate to our .
industry both in the public and private sector. : [ o

R
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Apart from large enterprises, ‘small scale and cottage indus-
tries also contribute significanily to the GNP and the concept of- |
quality assurance is even weaker in these industries though no less
necessary. As the ultimate quality of products and services of large

+ industries depended on the quality of raw materials, components, .
services, assemblies etc. which are the output of the small sector and : - :
inputs of the large sector, itis equally necessary that the quality - .,

. consciousness seeped down to small scale and cottage industries .
level also (o the same extent to which it should pervade the

industrial culture .of the larger enterprises.
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- Quality improvement holds the key both to the enrichment of our | \
vast human potential and improvement of their skills, as also to a

larger export effort, “withoug which we will nol be able to progress as | {‘
fast as we have to”. 0OD : 13
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