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On reYiv:iq; p~cl1~Ya;ts
"Here in this~o\lritry'Ye;a:r~"no~iiving'~ome ~Qrt>bfatiiJifJ)y

, revivingourp'anc~ay;ats,thai is'tq s~y,our viUage"associaUons '
whichwiJI represent t~e'yilJage"ml(I,altl1ough'~e;lllay ,
congrAtulate ()urselv,es~nthe fac,t,tl,iatwe ar~ ,tryil!g to re,vlve,
tliesepanchayats, I,a1l1not:sure'ifwehaveacle~,c,onceptioli of
what these, panchayats:ar;e"~xpeCt~d to c;loorwhai they' are
expected to achieve; iWorild: l;q~ge'st ,that, t}ii!;',!ou1d',~e a,
fruitfulJine for investigation if~nese, Panchayats ~QuldnQtbe
'entrusted withmoreandm9re power;so:that in th~village ifself
much of whati~ needed is (lol!ebYithe'people~ th,ereand;the
Central Goverilm~nt gqv~:rnsJes~;~(l.less, u~til}t beceJPles,the
best Governm~nt; lea~tg,ov~rning;"This ideaso~etimes stciJtes
me and I" feel, that in ,thl~':CQnference,",hel). 'yol). :will be
discussing on~ it~m' on the !ageUdawhicb relat~s', to p~ies,' ,"
perhaps your: thought mh{ht'~Q in, this directionand';yo~"1l1ay'
consider hC)wand, to what'extenl,the!reconcniatI~*')Vhieh 1s
needed between the "indi~Idt)al:opin:ion'an~t tJie:;Co!I~~,tive
opinion can be made pO~,sible'C)rrealised II! th,is"JJietJ1oc;l.'~"

" """ ,,' ':',Rajeri~;~r8:t$ad'
"'F'irstPr~~id'e~t"of India

,,:, '('Fr0ll!inaugural'address'to the
GommonweaI thParJ,iament Conference,

New pe1hi, .December 2,)~57)

""~" ".
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Participation in'progress •••
, .

.AF'fE:R INDEPENDENCE, MIGHTY.
socia-ecanamic changes have taken place.

The architec.ts af free India saw tait that the

YOJANA, January 26, 1989

, .

THE S~~SEOF BE~ON~ING IS' A \
reward In Itself.The fe~IIngaf Involvement

ip.anything great or small 'lends an amount of
strength and tends to givea degree ofemotional
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 partic.fpationis a significant
psychological incentive for whichmateriarand
monetary benefits are no substitutes.. ..' , .

THE PROSPEC!. OF:MORE meanhtgf~f '
, and larger partIcipatIOn af the peaple In
their, develapment ,plans is getting. brighter
day by day as variaus States have started
launching massive schemes to invalve CammQIl
man in the administratian aflacal affairs. It is a
knawnfact that almast eighty per cent af aur'
populatian1ivesin villages. Hence it is ~pt that
the cancept af participatian should' take
d~eper raats there inarder to'grawand spread
intO'sturdy branches of demacracy, bestawing
real pawer upan tJIe peaple.

'INDIA, WITHHER HISTORy'af thausands
of years af civilisatian, is endawed with

6

,glariaus traditions that make us all praud. We
had, andwe still have, in aur village th.esystem
af calling people to' a farum where elders and
the wise, enjaying camidence ,and respect af
the cammunity, jain their 'he,ads' to' decide
impartant matters. The decisians taken by'
this assembly carry weight and cammand and

, are hanaured by alL' Despite lang years af
colanial rule and the resultant land distribu-
tian pattern, blatantly designed to' harm the
interests afthetiller, the aId panchayat system
cantinued to' survive. It was there because the
village falk are f~lly canfident af their owri
capabilities af saund thinking 'andrighf
appraach to' prablems. Of caurse, with the
passa'ge af time, unscrupulaus elements
inflItratedinto the system farthe.sale abjective
af pramoting their own influence. Thus the,'
area af activities far the goad of larger sectiaI!s
af peaple was baund to' shrink. , '

,,



•..,

vestiges of alien ~omination were removed to YET, IT IS ALSO UNDENIABLE that the
give place to' a new order befitting an " attempts to root out poverty have not

.;e, independent, sovereign country. The' old "achieved the'd.esired results. Inspite of the
zami.ndari system' which continued for ages, various ameliorative' schemes of th~ govern-
was abolished and new land reforms were ment to bring relief within ~asy reach of those'
introduced. Industrialisation on massive scale 'who need it most, the economic condition of
and commissioningof giant powerplants totally large sections of people has. n()t improved as
changed the face ofmany a village.Electricity, expected; The economists agree that the plans
once, theprerpgatiye ,of towns and,' cities for development are well thought out and
brought the light of hope to ruraJ areas. properly formulated. The financial experts say
Roaring tractors, and power-operated pumps that the funds are adequate. Where is then the,
are now common sight in villages. New irriga- snag? How ca~ we' account 'for the dark
tion schemes and chemic'alfertilisers are now 'shadows of destitution hovering over an
turning vast stretches onand'into fields laden increasing humber of people, amidst the
wi~h'crops. The average farmer knows more brightpatches of pro.sperity ?We ~ust under~
about improved seeds and better tools than stand that'unless the villages, the backbone of
his grand-father knew.The road links, bankingopreconomy, are put on sound footing' the
and credit facilities, the cooperatives, and the country as awhole would not be able'w secure

, . ,rising,silos for 'proper a!1dsafe storage of,the, the 'goalof the required progress. Arid, for this, ,
agricultural products, are all designed for the we have to bring the pe~ple of our rural areas
uplift of the villages. The boons and blessmgs into the thick and thin ofplanni,ng.Participation
of m~dern ~echnologies,are happily reaching of masses in deyelopment schelDes.is a must.
!Vial areas, and they are there for all of us to We'knowfor certainthat people make govern- '
see. There is no aenying the fact that progress ments, governments do not make the people.
has registered its presepce' far and wide., -Chief Editor

YOJ~A, January 26, 1989 . 7
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'Power to the' people or over them ?
S.K. Dey

;,,'

We lead this special Issue with an article from Shri S.K. Dey, the first,
Minister'o/PanchaYCttiRaj in the Nehru Cabinet. The writer, who is now
in his eighties, and an engineer by profession, was picked' by Nehru to
fashion and designPqnehayati Raj system in this land of Shankaracharya
and upanishads. He narrates, in a chronological order, with all tht
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 fro11J,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 Pan'chayat and the
/!illagecooperative. The author emotionally describes the shattering of a
dream which held thepromise o(restoring power to thepeople, who in his
words "are the beggqrs': The pieceends with a poetic, and symbolic
treatment. of'the subject matter;

,,,. ,FOR AGES IN H.ISl'ORY AS FAR AS ONE CAN arithmatical alternative along side that most people
PROJECT oneself; one cannot escapea questioIiwould feel tempted to pursue. It is power 'over the

that never willrelent beingasked: "What illthe purpose people. But few realise that illusions can reflect but
of life ?" and, "How does one travel towards it?" Even a illusions alone. Power in freedom alone can therefore be
naive mind willnot fail to offer a spot response: "One' • the jnescapable pre-requisite in the lifeofman, ifman is
wishes to be liked and be loved". This can happen in to be different from the dumb and mute animal. The
reality only when people are endowed Witha thinking truth is beyond contradiction that power ,can generate

,mind and the power to act.'Thef!:~seems alsQa short-cut and evolve .only if. it is free and spontaneous. It is. .' ".""", -' .' . .•.~,

8 YOJANA, January 26, UJ89



communitr development programme

'tha~ mine at Delhi. You and yo.ur people have a dearf!ro

.instinct to discover what you need most and how, with the
tec.hnicaland administrative staff locally at your service,
A house.that runs itself, calls lor no guardian, This, if I
may say so, is my conception of what Democracy is, We
are on trial, I am nl!turally anxious to find out how .soon
you can make the Prime Minister at Delhi totally
superfluous to yourlocaIneeds and pr.oblems, so that you,
the. local Prime Minister, can take over. the local
functions, 'leaving the Prime Minister at. Delhi,
whosoever, to look after the other and wider needs of the
nation. In other words, the national Prime Minister is not

'fundamentaL to the village; thfl~cal Prime Minister is
What is more, he functions in day to day contact with the

people whose representative he is, with the full constituency
behind him, "

three basic institutions'

NiKITA KHRUSHCHEV AND BULGANIN, the
Soviet leaders were on a visit to India during 1954,

I was then' the Administrator of the CommunityDevelop-
meeting of Sarpanches and Chairman of Taluka Board ment Programme. On me came the honour of taking
who had gathered there to be initiated into Panchayati the top leaders of the USSR across a token section
Raj by Nehru himself. With the tens of thousands from of the programme at a distance of about 40 miles
rural Karnataka waiting in pindrop silence in 'the from New Delhi. Rarely have I had a visitor so
garden, around 1958, he stated, ':you are a younger tirelessly eager as Comrade Khrushchev in particular, to

p,eoplebasically but I seem to be crossing the line fa.';ter .collectimpre~sions as fast a~ he humanly cC?uld,After
than I thought People have been asking in repetition: nearly four nours of travel and conversation, busy
''After Nehru, who ?" Ihave refused to answer this till now, virtually every minute, they, were dropped at' the
privately or publicly, Today Ileel tempted to attempt an. squthern entrance of Rashtrapati B~avan: A~my cal
answer. You have come here traversing long distances. wasready to leave, I had the~trange SIghtofKhrushchev
You represent Kamataka mo~e intimately and closely running b~ck from within the Rilshtrapati Bhavan~to
than all the leaders, including myself, who claim to lead have a sentence more with me on the basics of what we
you from the top. What we are trying to dQhere is just the had been aiming~s our ultimate objective of the.
opposite" • . programmes, planned and discussed throughout. "How'

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

"A national programme' encQmpassing nearly
200000 Panchayats and a like number of
cooperatives across the second largest population
in'the world, cannot stand still. It must move
forward or retreat." 41

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

A. S A NATURAL COURSE, GANDHI.DEFINED
. ~WARAJ in his simple language as "not the
concentratio~ 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 inB~ngalore whileaddrp.ssmga state level

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

Panchayati Raj. followed from October, 1958 and
cooperatives in 1960. We appr6aGh approximately the

across the country of community development,
panchayats and cooperatives", he enquired ofme as we
stood outside the car. "F'ifteen years," I replied almost
with spontaneity. "No my dear Comrade",. came the
reply as a shot, "you will have to do it in a maximum of
ten years from today, unless you wish to welcome a
total retreat and be wiped off tile scene, beyond the
period I have, indicated. Good luck to you and your
people, Comrade". The episode ended, We never weI'e
to meet again. I was'left wonde"I'ing.::

"To elaborate, I must ask you, if you could divide your
bo(iy into the thousands of parts arid more that
comp?se it? No, not' even, a microscopic fragment.' "Every reorganised village then must have three

.Therefore the body must function as an integral whole at "-basic Institutions-the Village School. the Village
your command. To have this, you must have the school Panchayat and the Village Cooperative. You will
that can teach you how to read and write. You must have wonder where lies the answer to your question
h D h . h h . l' k Wh I "After Nehru, who"?te ranc ayats wa t e~r uppet In ages. at. call

Panchayati Raj asa system and a process, thatcmild
guide you as regards how to,.organise yourselves. Yo~
must next have one more ba.sic 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"? j have come' here
under your command to.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 ad~quate than I
can offer.

You. 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 more crucial and real'to .

YOJANA, January 26, 1989



throughout, amazing to the world as a whole.. ' ,

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

, ,

,thirtieth year since then., A national programme
encompassing nearly 200,000 Panchayats and a like
I1umber of cooperatives "across the second largest a question in Lok Sabba
population in the world, cannot stand still. It must move

, forward, or retreat: An article, because of its character' EXPECTEDLY" A QUESTION WAS PUT UP '
and content s,uch as this, can be handled, only.in the 'FOR the Lok Sabha over the Madhya Pradesh,

' form of a book.As a note, it cannot by its very nature, be scene. The author of this paper, felt stunned and
relevant enough. Therefore the current preseit~tion is shocked as the erstwhile Minister under Nehru, as to
necessarily not a chronological one. It is an effort howa change of the kind thatfollow~d could ever flowin
instead towards a cross section digest. the land ofShankaracharya and of the Upanishads and

4 • • the Gita. The Ministry of Community Development had
About the end of April, 1964, a call came from the heenthepioneertobringabouttheconsultativecouncilPrime Minister' ho.use around midnight.'I found him.in '

. of the first Ministry in Parliament and its counterpart inrather an unusually depressed mood. He enquired how '
the Panchayati Raj institutions were, and if the,y could, the states offering room for MP' s,in the «ommittees of

the State legislatures, all these in response to an
survive, if an attack to demolish them totally had been unprecede'nted demand from MP's for participation in
made. My answer had to be a qualified one. From what had been happening in the states covering allunquestioned "Power over People" in a number of
states, more particularly the Hindi speaking belt, onlya programmes of development that related to the rural

scene. The. national 'consultative council with 150beginning of "Power to the People" had begun to flow ,Itlembers had to be divided in' turn into three sub~against the erstwhile gravitation, in some of the states
committees with meetings always. during session at,such, as Maharashtra and Gujarat. Another five years 'Delhi and each sub-committee in' charge of one ofthe

could place these institutions beyond demolition. He programmes-Community Developm~nt-Panchayati
reacted at once. ' ,You have no time, no time myfriend, I' 'RaJ' or S,ahakari SamaJ'.' ,

,repeat." ,,

That was,the la~tmeeting lhad with a nQbleheart anda gentle mirid that lent the total sanction to carry the
programme -towards "Power to the People" as ag~inst
"Power over them". May 27 And Nehru was to be no
more. With it also arrived anew age for India, of a geI1US

, opposite to what had been known as regards democracy
that had begun to be 'emulated by many a land in the
world.

, ~ERE CAME ALSO THE CA~L OPP~SITE ,to
the parody On "The Tryst WIth destmy'~. Lal

. BahadUIji came to occupy the scene vacated by Nehru. ' ,
One could breathe soon air of a different composition ,WHEN THE QUESTION ARRIVED IT LOOKED
around one as well'as the country in general. Dr. D.P. '. as if the whole house stood up with a volley of
Mishra, pronouncedly an erstwhile intellectual of shots at the minister fromevefy state, every party, as to
Madhya Pradesh, came to the political scene as the why the ministry, totally superfluous as a fanc'y, should
Chief Minister of this Central State of India. He had not be abolished at once and not in one state alolie. I
abolished the earlier District and local Boards as wellas look back to that day' now decades following the
the Panchayats. on the plM that these belonged to the departure of Nehru, when we are all dressed up to
ancient times and no longer valid in free India. Indeed,' celebrate his centenary, for"what purp9ses I am, not
he had enacted a new legislation instead, filling in what clear libout. Ihad been aware though oIthe mighty skill
had already begun to gain new cUrrency in some states we possessed as a class in the art of double think and.
in the '<:ountry. One cannot speculate exactly' what double action in this yet primitiveand development world '
transpired behind the scene, but with one stroke ('.f the lshake within myself and wonder, how I cowd sUIVivea
pen he abolished not only the name of Panchayati Raj burlesqui . in the Indian Parliament. Lal BahadUIji;
and Sahakari Samaj but eVE!l1the Community Develop- stricty. according to his manner, stood up, bowed his
ment as a new process which had already held the scene,' head towards the speaker, I?roceeded back towards the
fat longe.r:than a decade and pronouncea"iywlth credit Prime Minister's Room No.' Eleven. I followed him
across,the world, beyond expectation. He was bluntin 'closely. As I enter~d,' I told him that I wished to be
his reply, when asked, that hehad n6t become the Chief " relieved and forever. Thiswas unconditional. I came on
Minister to play with fancy ideas assuredly with his' 'August 15"1947 ~s a volunt8tyworkerin Governmen~ I
compliments to Nehru,as wellas the host ofleaders who exhausted the last resource I possessed on September 1,
had slogged to usher in ,a comprehensive programme 1956. I was asked by Nehru to, be a minister, I had
rooted to India's own past, and related intimately to childrenat.the university to maintain. t had been an "
development of India that lay in village~through untold 'Engineer by profession with a' degree of sophistication
s,ges. The, awakening of millions from deep, ignorant in speci&lisation. Nehru had not wimted me to leave. I
slumber by itself, was an epic phenomenon transparent remained to struggle and give all I hUmanly,cou,ld.
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the change to the needs of the iristi~tions and the people.

"The Ministry of Community Development had
been the pioneer to bring. about the consultative
council of the f'lI'St ministry in parliament ~d

. 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 participation in what had been
happening in the states covering all programmes
of deve~opment that related to the ':Ural scene. '.'

. '

AFTER 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 respectively" 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 receive its
sanction from the highest in the state.as well"as at the
centre. 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 forfive-
star culture may be.

As we look b~ck with a hind sight today, the
consultative councils now are held in gala hill stations
during summer and near sea coasts during winters for
more soothing time and temper to'serve our rural

T!IETIME HAD OBVIOUS~y ~H~GED. I no
longer belonged there. As I saId thIS,I remembered

'what Khrushchev had said in 1954 at the Rashtrapati
Bhavlln. Lal Bahadurji smiled and tried to laugh over
the whole" matter. "Dey Sahib", he saId in his
traditional .way, "you are not a politiCian but a
professional man by character. How can you under-
stand the ~oliticians ? They are jealous .of Panditj1.
They would all like to undo not you but Nehru and all he
meant. But I know and must confess to you, I am notas
great a believer inthe village people as Nehruji was and
cannot believe as he did, that Panchayati Raj would
bring for.t;h wisdom to run the country." I intervened at
once and asked, "So Lal Bahadurji, you believe that a ..
villager can becOIuea Prime Minister but he willmake a
mess of himself as a sarpanch or as meII1berof the Block
Parichayat or Zilla Parlshad." Lal Bahadurjireacted at
once and told me that I 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, hewould call a meettiIg <:>f.
the Congress Committee when the. time was ripe and ..
follow"what the committee directed and thus avoid. a
stigma on himself. He asked me to have a bit of
patience, and all these would sort out as they always do
in politics. I realised we were talking at different wave
.lengths. I bade him good-bye, for the time-being. Well, I
did not have to wait for his convenience either.
Tashkent and Providence-worked on him.

abolition of panchayati raj ministry

A N EPILOGUE WOULD COME VERY FI'ITlNG
C1io this paragraph. .Kamar-aj, .the universally
acclaimed common-man Chief Minsiter, when asked
why he had not introduced "Gtam. Sabha"-even

.through a G.O. (Government Order). 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". Pai'kalam still rules the scene, The Ministry
of Community Development was a ~ig lure for,many.a
power broker-nearly with 200,000 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 eVerprolifera-
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 th~ ~rstwhile ministry. Now no o~e .
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 .sizeof 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 foun~ inadequate
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colossus. The cooperative federation at the national
and state levels are handled as a gam~,ofmusical chairs
held by common musicians with '\~light adjustment
between themselves under the aegis of the new ministry
of civil supplies. Panchayati Raj with no functions left
seriously to, ~hem, are no challenge to existing MLAs
and MPs, or ministries at the centre~d counterpaits
at the states to "act as interlopers on their behalf at
grassro<;>ts.. All so~sweet, smooth, and simple, and
money so chea~ 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." .

. amending the constitution

DAJIV GANDHI, THE YOUNG.' PRIME
.A."MINISTER of India is getting his throat hoarse and
hoarser. He cries over pilferage of money fromDelhi to
the people, through' an endless chain of middle gentry.
leaving but thin air to reach the peopleat the end, the
best of intentions on the part of his benign government.
notwithstanding.-He is desperate to bring the collectQr
the mainspring of power-at the District back to the
erstwhile focus the latter enjoyed through centuries.
Rajiv flies and drives across the states to broadl;>ase
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simple slender man to a small town. It was .Jawaharlal
Nehru on his last visit toNilokheri. 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
OIi printing at Nilokheri. The foregoing- will have no
meaning' excep~ in' the bac~grcmnd of sometbing as
sober as well as frightenirig likewise as a challenge, as it
was merely. thirty eight years back.

"Master, Master not alone ,r,
.Master the child is, the man i~yet to be. The'bride has
nothing, She has all. .

The jungle is no more. The pe,~tB.are away. The
wilderness is l:1 carpet. The corn has ripened, Lo .' The
locusts at the yonder dis,tance. They also have a place. ....

Strange, not even a leaf quivered, nor even a petal:. The wood stock compressed into the coal pit. The coal '
The great party that accounted unquestionably for the pit led to the atom blast. The golden key unlocked the iron
long battle of our Independence stood dumb and mute cage. The demon is out. The demon is about.
at the call of the Prime Minister for "Power to tne
People" to help themselves-my' sterious for mystic The far has come near, The near has gone tar. The born

. . sovereign approaches the summit. The-serf glides downIndia .•An enigma. !tis as if the interlopers are the .
owners; people are the beggars in;India ! . to the bottomles:<;abyss.

The dawn, the' dusk. On the merging line~in tears, .inLong time back..maybe n1oments"maybe eternity, '.
smiles, in clouds~ in sunshine-serene, the lone tower. . 'one wishes to think of another winter morning, the sun

still on the sky radiating all the warmth during a visit of a Master, Master ';'ot alond !

"I feel sure that it can be stated categorically
without any doubt whatsoever. that for India to
grow and ream in a democracy, Nehru's formula~f
th'e three basic institutions at the 'village and their
unions, meeting' at the centre respectively for

,Panchayati Raj' and cooperatives is a totally
unalterable imperaiive in a non-subject matter
ministry as it had been to start with. . ,

the message. He 'makes single-tracked demand for
amendment in the constitutio~ on Pa~chayati Raj as the.
basic answer, to all fundamental problems of the land.
Even the crucial AICC session, the latest one; felt

, almost' a revolution on the '~arch towards people as the
means a's well as the ~nd in thisceiitenary year of
Jawaharlal Nehru.

x X X X X X X.XX X'X X X X X X}C X X X X X X XX XX X X X X ~ X XX X X XX X~X~. '. '. . X
X X
X ARE YOU LOOKING'FOR NON";FERROUS EXTRUDED PRODUCTS? XX . .". A X
X X
X THEN CONTACT "INDOSWE" XXxX X
XTHEPION~ERS IN NON~FERROUS EXTRUSIONS AND XX. .. 4 - .• X
,=: WINNERS OF 19BONATIONALAWARDFORIMPORTSUBSTlTUTION x
X X
X ~
X Reiist~r~d Office : PlotNo:4, M.ID.C X
~ '&'Works B.hosari Industrial E,state XXx
XU PUNK 411026. X
X Phone :'83952/839~3/84275 X
X .XX Telex :0146242 X
X ' ,Gable: "INDOSWE" XXx
X Branches .. : BOMBAY, CALCUTTA .x .
~,DELHI & MADRAS ~, XX ~ '
~ INl)OSWE.ENGINEERS LIMITED, . , ,.~
XXXXXXXXXXX~~XXXX~XXXXXXXXXXXXX~XXXXXX~XIX
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PanchayatiRaj- its validity
Vas ant Sathe

~
The matter of immediate concern' for planners, economists and
politicians ,is to devise ways and means to arrest the ceaseless migrati0rt
ofruralpopitlation to urban areas, saysShri VasantSathe. 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 modem world of advanced technology and the
circumstances created by economic compulsions of present times. His
. theory is that by merely-providing an ~lective institution to the ville,ges, ,
the problems faced by the rural masses would not be solved and it would
amo,,!nt tojusta 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'
bereaso,nably planned for rural regions, which in tum could help the
growth of agro-industries .. Thi$, in his opinion, .will be ,conducive to a
balanced .'national growth •and ensure definite development in all
dimensions, . .

BEFORE WE DISCUSS THE LARGER
QUESTION of revival of the Panchayati -Raj

,system, it is necessary to understaridits origin and
the ~eason 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

leaders who would guide all socio-economic
.activities of the villageand 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 ofa village. Normally the learned and
experienced members of society were; chosen and
accepted as thepanchas ofthe Panchayat. It held a sway.' . .

", ~.
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cxodu;.;; from 'Village

continued in a stable, undisturbed manne.r from
generation to generation, On this base grew a culture
and cIvilisation that has survived over four to. five
thousand years. .

THUS, PE?PLE. ~~ TRAD~ONALL Y L~En
on the mam agncultural avocatIOnof production of .

food-grains, also were reduced to become agricul-
tural labourers as they knew. no other avocation. It .
i&,afact that after Inde'pendence, with the abolition of

..~zamindarisystem and.introduction of land ceiling la~s,
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on.almost all secular ~atters, although.in religious or
temporal matters every individual was governed by the
rules of the religion to which he belonged; Even when
disputes arose and tl1equestion of imposing any penalty
for temporal violation came up, the matter wasreferred
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
INTHE 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

"His very essential to rem~mber thi~ ecoQomic
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 the village by
the people. belonging to the' traditional
avocations got centralised in the factories of
urban areas and the people in the villages
practising these avocations were system':ltical1y
deprived of the source of their livelihood,"

SIMULTANEOUSLY, HOWEVE~,. A. FEUD~L'
SYSTEM of landlords, patels, zammdars 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 roles~
depending upon the manner in which these authorities .
would deal with the people livinginthevillages. The life
was disturbed whenever there were'wars between the
rulers but, by and large, the land remained and around it
the self-reliant,self-supportingeconomyof the villagealso

14

IT IS ONLY WnH THE ADVENT OF a~ industrial
society that th':ngshave started changing. The effect

has been both di the economic field arid also in the
political field. Economically; although production of
agriculture and agricultural produce has still continued
to be based on land sprt:~d.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 estaolished on the basis ofwhat
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 brasswate, leather goods,
edible oils and many other. consumer items which were
originally produced in\!hl' village' by the people
belonging to the traditional'#Jvocations got centralised

facilities or most'oIthem necessary for a stable rurallife . in the factories of urban areas'~nd the people in .the
available in the village itself. For example, although Villagespractising these avocations were systematically
pr<;>p-uctionof foodgrains was the basic 'avocation, .deprived of t.pe sour~e of their livelihood. What has .
simultaneously there had to be avocations such as those happ'ened in the villages over this period bf past more
of weavers of cloth, potters, iron smiths, carpenters, oil than one hundred.):ears of industrial era is the fact that ,-
crushers, milkmen, .tailors, washermen, goldsmiths, while the populati6n dependent 9.n these traditional

• cobblers, artis~s and priests . and similar other avocations has been{deprived of fhe-" source of their
categories of people working in different avocations livelihood, they had fio" othel: alternative avocations
'required by the society.. As a matter of fact, over~a provided by the industriai.so~fety in the)ural area iis'elf.
period of thousa~ds of years, these avocations which Therefore, they were'f()~~ith~!:.. <tf). IP-igrateor to
developed specialisation and as the knowledge was become landless labourlt. ~~~et~~~~ dt~~.ndent on
passed on into families from parents to their children, <. '. . ..-.; .-':1' •.

these avocations were recognised as what came to be "It is true that some pe.o.J~h ..'a~e l1lan;~d to hold
established as castes. But the. fact remains that to' larger landholdings hi' a clwlilesiine manner, but
complete the economic stability of a village; the this is only in violation of the laws and not as
existence. of people belonging to most of these . legitimate system. Even then it is a fact that more
avocations was an essential factorand the economy ofa' than .70 per cent of the land still continues to be '
village; traditionally ~ependent ona systemo~ held by less than 20 per cent of the people who are'
barter where goods se!Vlceswere exchanged among all . land-h'olders in rural areas',
these avocations, As stated above, this brought about a . .
self-reliant economy in a village and its stability was' ---------------------
ensured by the existence of the institution ofPanchayat, agricultural work-provided by the landowners. But
where the Panchas guided the entire affairs of that here also, ~th the growth of population, land holdings
society. " in families got fragmented from genenltionto generation

and majority of landholders started haVing small or
.marginal1andholdings; the effect of such fragmentation
was drastic on those who already had small holdings
initially.
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gotcentrahsed. Fortunately, that has still remained
land-based and it is because of this that majority of our
pQpulation still continues to be stuck with agricultural
operations and surviving on the rural economy. But the
tragic effects have already started becoming apparent.

"It is ~ 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.

force of weH educated citiz~ns,. educated in science,
technology, literaiure, the arts, on the basis of large-
scale education through schools and "Collegesand other
institutions. Thus, a major fOrce of middle~clas~
educated elite also came into existence. It is this class
which, in essence, led the ~ocial and political
movements and provided the political and economic
structJll"efor the new industrial society. It is this class
that was at the helm of political movement during the
.fr~edom struggle and it is again this class which has
provided the entire cadre for governmental,
administrative as well as for' politic~ ~stitutions like
Parliament, assemblies, etc. It is from this class that
captains and managers as well as technical people were
'obtained. both for the centralised industries as well as
f('f btisiness and trade.

ALONG WITH THIS TOTAL CHANGE in the
economic life in villages,' there has been a

simultaneous change in the political life as well.The old
rulers, the zaminders, the rajas the other feudal'

"elements disappearett even during the, colonial period
and progressively :a new administrative and political
structure in tur\e with the industrial society came to be
establishe~ particularly after independence. A new
political system of political parties elec~d to the
democratic institutions of Parliament and Assemblies
at the Central and State levels came into being.The whole'
administrative structure, right upto the. district level,
was altered and placed under the authority. of a civil
adminlstration run from national and state levels. The
entire .cadre of administrative officers. both for
maintenance of lawand order as well as for collection of
revenue arid other welfare activities, was conducted , ,
through these authorities. Thus, the old fendal system HAVING BEEN DEPRIVED OF TRADITIONAL
was. replaced, by a new centralised administrative avocations in the rural areas and progressively:

" system of the industrial era. . . l) being denied work even in agricultural operationsperse,
co a large work force. of these unemployed people in the

ANOTHER OUTCOME' OF INDUSTRIAL ERA rural areas is forced unwillingly to migrate to the urban
. was the coming intoexiste~ce of a new class which areas where they can at least eke out a -living.Entire

dominated the economic scene. This was the class of the families today are flooding into these' major' urban
capitalist who -controlled the industries" as"well,as the pockets, particularly of the metropolitan cities. They
trade and business dealing with the industrial produce. are virtually living in the slums, gutters and footpaths.
They in fact replaced the erstwhile.feudal landlords who The magnitude ofthis problem willbe obvious when we
dominated the economic and social life. This new class consider the fact that more than 2 to 3 lakh people
of industrialists arid capitalists, for all practical migrate into the cities of Delhi, Bombay and Calcutta
purposes, started controlling and moulding thelivirig every year and. today nearly 40 per ceni of the
conditions and life.-styleof the new society. Alongwith i~ population of a city like Delhi or Bombay lives ,in these
automatically developed a centralised work force.in the slums. If timely measures for preventing this distress
organised sector. This gave rise to orgariised labaur migration are not taken, slowly a stage will come when
unions and a new political force in the form of trade the. major portion of the popUlation of these urban
union movement. of this" organised labour came into pockets would be of slum dwellers. It is a tragedy that
existence; With the industrial society also grew anew .short-sighted poli~cans,' economists and planners

large landholdings 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 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. 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

THUS, THE PICTURE OF AN\AGRICULTURAL
. society where 80 per cent of rndia' s populatiol'l"still
lives, is a picture of what one 'can call an "economic
earth-quake", which has uprooted the traditional ~elf- ' the growing'urban congestion
reliant economies of villages and has reduced majority • '
of the population living in'villages to only one class, "THUS, A~ A RESULT OFINPUSTR!ALTevolu~on
namely, oflandless labourers. With the passing of every a whole new class -of.urbamsed SOCIetycame mto,
generation and the resultant growth in the number of being controlling both production of IDfrastructure and
families, the small and even medium landholdings got even'consumer goods, and also, for all practical
further fragmented and more and more people in the puroses, controlling-and guiding the politicallife of the

. rural areas joined this vast ocean of landless labourers country. It is pertinent to note that if production of
foodgrains and "other agricultural produce was not still'
required to come frq,mthe land, even these would have
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. resort to the expedient measure. of creating more and
more industries in these urban pocke\.s themselves,
hoping to provide employment to these incoming, ever- '
growing teeming millions. In this process they generate
greater concentration and c<;mgestionin these' small
islands of metropolitan cities, creating along with them
unhy~nic livingconditions, problem oftransportation,
housing', drinking water, medical facilities 'and other
amenities.

revival of puchayat sy.tem
~IS, IN SHORT, ISTHE SCENARIO of today's

economic structure. of the entire Indian society.-It
is only in this backgrQund that w~ can think of t~e

"The tendency is just to thjl)k su,perficially' and
simplistically of providing an'elected institution
and making elections mandatory to these
panchayats undet"'b. 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 society is conveniently ignored.", .

-:stru(:ture of our village societies and consider the
question of revival of the institution of panchayat which

..was !:In essential feature of a self-reliant village,economy
and mutually dependent social structure. When we'
think or Panchayati Raj today, we are' superficially
thinking only of givingpolitical 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 possibl'e to replace them through
elected representatives. To that extent it will become'
more ,democratic. But the pertinent question will be as
to what power wili these Panchas exercise in the day-to-
daysocio-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 the' institution would not help.and, it would be a
sup~rficial arid redunda'nt exercise. The issue is so basic
ana big that the very magnitude of the problem scares
t~e 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 electionsmimdatory 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 society is conveniently jgnored
and it is being felt that-merely by providing an elective
institution, the prqblems of people living in village can
be solved~I would like to quot~ here the observations of

, Pandit Jawahaflal. Nehru, .In his speech entitled
"Crossing the barrier of poverty" delivered in 1958. He
said: •
"if left to normal forces under the capitalist system, the
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poor 'wiliget poorer and a 'ha'fdfu( of ricn richer: It is
true that the state will intervene ..From the riches o[the
rich it, will provide the poor with education, health, .
h0l.!-singand other amenities: But such interference
does not solve the basic difficulty of a system which
widens the gap" '

He further stated that the 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 s'eries of cumulativeforces 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, .~programme of
alleviating poverty of the people at the grass-roots level
cannot be effective unless measures are taken to stop
the accumulation of wealth in the highest class of the
society,

regenerating .elf.;relianee
1BUS, WHILE IT SHOULD BE CLEAR TO ALL

concerned thar in the revival of the Panchayati Raj
system it willbe imperative to think in terms of reviving .
the economic system of self-reliance in th~ rural areas,
we can still think in terms of providing a structure of
administration, whichindeed wouldprovide 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 would bea district in today's. political and'
administrative context. The idea of Panchayati Raj
essentiaTly is based on the. principle of involving the
people themselves directly in the management of tr.eir
,affliirs.l>ecauseit is the people whoknow be~t whattheir
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 tpe institution of Zilla
Parishad through elected representatives from village
panchayats, then village,panchaya~ as a basic urn! will
become a reality. This Zilla Parishad at the district level
should, for all practical purposes, have alJ,the powersof
a districtgovernment,bQth for economic development
of the entire area in the district and also for political
and administrative governance. Modem 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 decisiori .

.nationally as a government to ensure that all consumer
goods which are capable of, being produced on a
decentralised and labour-intensive sm;lll-scale basis,
must essentially. be produced in this manner,.and all
production of such articlEts on centralised basis will,
have to be deliberately banned. It is a fallacy to think .
that goods cannot be produced on decentralised basis.
Modem technology makes it' possible to produce
.practically every consumer article of high standard in. .,

YOjANA, January 26, 19t19
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'''It is a fallacy to thirik that goods cannot be
produced on den centralised basis. Modern
technology makes it possible to produce practically
every consumer article of high standard in
industries run on ,sma)l-scalesector. It is possible
to have machines' and tools 'operated with
electrical power to produce all these articles,
even on.decentralised basis."

•
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industries run on small-scale sector, .It it'lpossible to • bulldozers, tractors, cranes, and l;leroplanes, deferit~
have machines and tools operated with electrical power equipmentssuch as tanks, and such other articles;
to produce all these articles, even on decentralised. which by their very nature have to be ,produce.d in
basis, The idea must be to provide employment for factories set up on the basis of economy of scale-but
productive purposes of produ~cinggoods,and serviceS" very large number of consumer- items which pre
required in the rural areas thems'elves. It is only such. required for day-to-day living,to provide the n~cessities .
productIve work that elmprbvide the purchasing power and to improve the quality'oflife of the people, can and,
to the people in the rural areas and can thereby create must be producedoI!lYonllibourintensive, decentralised
an economic market for the vast population ,living'in basis, particularly for a country whichhas as such a large,,
rural areas. When this demand ig generated for this population spread over the entire area of its land mass, II

economic market, production should also-take place in Such a decEmtralis~ddispersal.in consumer industrial,
the rural areas themselves to 'meet this demand. It is sector canalso help the growth of agro-indtistries whi~
only thim that a decentralised and balanced growth of by their very nature can be best located in the rural
our entire population will take place. Then alone Will areas and can help in a:tigmentingthe production of

. political decentralisation-at the district leveland further consumer food 'articules', such as dairy products;'
down to the Panchayat level will b~omea ,reality. , poultry or fishery, horticultural products,' vegetables

and other items like beekeeping, sericulture, medicinal
decentrali~ed dispersal herbs; etc; Thus the, entire quality of life in our rural'1 . , areas c~m be changed, Decongestion. of out urban

T SHOULD BE POSSIBLE, as a matter of national centres can and will have to be taken up as a positive
planning to decide that industries which by their . measure. This will not only ensure balanced growth of

very nature, ,like' production of infrastrucutre inputs o~r nation,' but wili also prevent the growthofa highly
such as steel, heavy equipment and machines ~orplants, distorted and exploitative socio-economic system,
fertiliser, cement,aluminiu'm, construction of power which today is'threatening not only economie but also
houses .and dams or production of railway. engines, our social .and politieal life, .and in tum; the very
automobiles,ships, heavy earth"movingequipments like integrity and unity of our country. [!]~[!]
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Is P~nchayati Raj a futile phantom ?

.V.H. Krishna lyei'

A great legal luminary and a legislator of extensive experience, Justice
Krishna lyer 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 forthe development of the country. Justice Iyer
bases his thesis oli the major premise of constitutional compulsion to
. invigorate village units of government operated by the popularly etected
members of the' weaker segments' of the grassroots society. He believes
that once it is done, true deftwcracywol.lld blossom in India. He has
great faith in the genius ff{the rural.masses when he says, "the'vast
.reserv(Jirof human resources in our rural regions is the real wealth of
talent in making 'India India11:a~d'lndians realiseswaraj through
gramraj. " Coming to alogieal conClusion, the author tells us thcit the <

vibrant wheels of villagepanchayat.s are the proper m(}chanisms of the
country's rural development. Because; ''plans should no longer be .
imposed from above, but mustinvolv/those who have to live with them. "

• .. L .

•

. ~E lfUMAN F?SSEi"WEo~ GOVERN~.CE.by
. the people IS the reality of. partIcIpative
. opportunity the humblest can command in the processes
of State Power. .Quotational validation of this
- democratiC proposition. from Lenin, Lincoln, Gandhi
and other leading humanists of the world is ,abundant.
And the source of State Power and the beneficiaries of
its exercise' being the people their -SUpreMacy as t~e

. .
sovereign isa categorical impera~ve ofmodem politiCal
systems. So it is tha.t our founding fathers built the
constitutional edifice on the bedrock of "We, the
People of Iridia." This phrase.is not l>hone~ sentiment
nor evocative incantation b\lt the constitutional
fundamental.of democratic decentralism. Politicswhere
rruin matters is the paramount principle. Indeed: even
the greatChSrterofthe United Nations emphasizes the

18
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"PoliticIjWhere, manm(/tters is the paramount
principle. Indeed, even the great Charter of. the
United Nations -emphasizes the worth of the,
human person and his fun~ental 'freedoms and
the root rule of a Republic is the quantum and
qualltyof the right of the. small 'citizen in influencing
the afJairs of Administration."

babels of powerlegs power

S~ARAJ IS MIRAGE ~~ LONG AS Panchay~ti Raj'
18se.ntenced to suffer livmg death. True dettlocracy

. ,blossoms in India only when the monopolists, cornerers"
iracketeers of State Power at the Central and provincial
I levels- the _mariaso and megalomaniacs- ofpolitics---'
• I - • . , . •

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 t~e ministerial, divinities or vanishing cream of
bossist politics. Art:40 of the Constitution is not apious'
hope or paper dope but a 'principle fundamental in the
governance of the country', free from any dependencia
syndrome and functioning as the deveiopmental tool of .
the natiqn at the village level. The ,dynamic
jurisprudence and developmental jurisdiction ,of
Panchayati Raj have had a cinderalla saga of local self-
government in Gandhian country even after Independence: '
T('('.~January!' is a tragedy of many poigTIantdimensions
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-government. The,
phoney homage to the faith in the people is confined to
harmless tributes but never extends -to functionally
vibrant, _developmentally oriented, power-sharing
microcosoms of St{lte with autonomy, authority and
accountability in the trinity of sovereign instrumentalities
- the Executive, Legislative and Judicative-limited
to levels conditioned by pragmatic realism. Today
Panchayats. where they exist, are futile phantoms arid
precarious creatures, pathetic pictures of village babels

voice of the populace and the effectiveness of control by of,l>owerless power, have no decentralised democracy,
the lowly villagers assumed to be illiterates of the have minor executive minions bossing it over the
mammoth operations, natioflal policies and electedinembers with bureaucratic self-importance.
incomprehensible legislations are cUrrently minimal They are superseded at pleasure by State Governm~nts
and largely coDflned to those polluted, periodic, for political allergies di~guised by legal p~etexts.
political floods called general elections where the little AnyWay, no one takesPanchayati Raj ~;eriously,
,man, with a little pencil,makes a little mark on a little regardless of ideology. Who will part with the alcoholic
paper in.a little booth and loses his relevance until the habit of State Power as minister? Karnataka and West ,

I next ballot battle revives his micro-importance. This is Bengal have, however, experimented with truth in some
.moc~ery of democracy, the opium of self-government. measure in this field but an objective evaluation, free

from Party baloney, needs to be undertaken before
, That is why 'power to the peQple"is teasmgillusion and . 'saluting them for small beginnings. Rural development,
promise of unreality unless full-blooded decentralisation
of the Power Ptoeess becomes integral to the con- national integration and patriotic participation in the
stitutional order. If India lives in her villages, a, country's progress along a secular socialist direction is

possible only. if Gram Panchayat culture, without
Gandhiji has constantly _reminded us, the villager can '
never be sharer in State Power if we do not so political reservations, ismetabolisedintothe system as
re~tructure the instruinentalities and their operational a fundamental imperative. No plenary panchayat, no
methodology. as to allow the rural, 'backward' sector a people's democracy; is a militant axiom. Command and
seat at the wheel. 'All Power to the Soviets', as Lenin 'control' from the Capital must be an anathema.
en ' " d 't d P to th P h t -G dhi" InstItutional justice to local self-governing units is basicV1S10ne 1, an ower e anc aya s, as an Jl
desiderated, are the political expression of democratic to decentralised democracy, the core of our economic.
dyn8inics, the social' manifestation of home rule 'at the heritage. Then why is this desideratum denied; this

, Gandhian creed crucified? The corrupt appetite to
base. Pyramidised power, concentrating its control in cornet power and the unhappy apprehension that the
the hands of those who rulefrom the tower, alienates the 'dialectics of panchayat politics, with its own popular
village communities who. are .the real India. ' "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 sQbverted by the doctrine of People for Party,
gives short shrift' to Development geared to the
participative processes of constructing a new social, .
economiC ,and political order to the 'eternal tenants of

worth of the human person and his fUlidamental
, 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, Wliere .
.nearly a billion humans are a country's demographic
immensity, where language, religion and culture divide
and diversify the nation, where the eompiexities of
modern government and the enormity of global
problelmsare beyond the ken and reach of small men
with ijrnitations of comprehension, it is' inexorable
political dialectics" that systemic m(itations 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
egoistsdrest in a little brief authority 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



1\11'OREOVER, THE IDLE VILLAGER sunk in
.!.~ tespair, is the devil's workfihop. 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 bymobilJiing unused local
resources and free human energy. Participation in
decision-making provides planners with much better
information on people's wants anddislikes.Jthelps
'to avoid the kind of disastrous. errors~ failures and
white elephants with which the history .of develop-
ment is littered, usually because the supposed
beneficiaries were not adequately consulted.
'Participati()n in productive 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 passive inertia because of their total power.
le.ssness in the face of entrenched elites; this mertia
.affects not only their involvement in public life, but.

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 to the proletariat in
each village.

• benefits of mass participation

THE PRAGMATIC PHILO,SOPHY OF miniaturised
p~icip,a.tive 'democracy, where man-every man,

woman and child-matters, is the cornerstone of
developmentat dynamics~ Says Paul Harrison: .

"The ideal 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, \t~e villager can never be
sharer in state Power if we do not 80 restructure the
instrumentalities and their operational methodology
as' to allow the rural, 'backward' sectOr a seat 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 Dev~lopment strategy for the United
Nati~ns' 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 population in the development
pro<;ess'

(The Third World. Tomorrow p. 36)

20,

infects even their family 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."

(Ibid. P. 36.37) .

panchayats-hotbeds of factions

A SOMEWHAT SUBSTANTIAL OB.JECTIO~ t~
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. Misuseoffunds, feudal oppression. denial of .
equal opportunities for women, terror against harijans
anu girijans 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 part.. ...( 'Ju~I••••d the potential for such anti-
democratic forces undermining panchayat programme is
real To getwomenand S.C./S.T. members elected, reserY8"
tion of seats is jiIstified. T? ov~rcome village factio{ls is
a tough proposition but that cannot be a ground to
abandon popular government. Nor is communalism,
undeniably openitional, an argument of substance, Of
course, pressed to its logical conclusion this same
reason was. used against giving Indep~ndence tc
Indians.' Do we not have frightful political, communal
factions in pl,lblic life? How about corruption on a
macro-scale? And yet, we are moving forward, though

. zigzag, as a nation. No valid reason to reject grassroots
self-gover'nm~nt exists. I Surely, there will be graft,
favouritism, nepotism, casteism, .plus plus. Even so,

"T<Hlay Panchayats, wh.ere they exist, are futile
phantoms and prec8rlous creatures, pathetic
pictures of village babels ofpowerl~ss power, have
.' no decentralised democracy, have minor executive
minions bossing it over the elected members with
bureaucratic self-importance."

these experiments with untruth will eventually open the'
political eyes of the populace. The. ultimate judge of
who should gov~m, 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 Chier"Ministers, the leader of 8 Party
furiou!,ly opposed. to .the Oppo~ition and sometimes
illiterate vis a vis their portfolios ? But that is the risk of
.the parliamentary process. Bernard Shaw 'once
remarkea:
"Democracy substitutes election by the incompetent

many for appointment by the corrupt few". .
At the floor level,there may be crudiiies,saV8~ries, feudal

. YOJANA, January 26, 1989



stratelPes and naked attacks. Worse happens at higher
levels but with strategies and tactics more deadly, mote
corrupt, more concealed. But once you involve the
common people in the art of government at t1)ebase 'Of
the pyramid the gains are great, the political activisa"

•. tion immenSe, the broadeniIig of available cadres for
'.-runningthe Administrationcriticaland the strengtheningof
the democratic swcturesignificant.. , .

I AGREE WITH PAUL HARRISON that local
participatory democracy iss big step forward:

"To overcome village factions is a lQugh 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

, w~s u~ed ..against giving Independence to Indiahs<
Do ,we. not have frightful political,. communal
. factions in public life? How about corruption on a
macro-scale? And. yet, .weare moving forward,
though zigzag, as a nation."

"Elected village and district CQuocilswere given a
voice in development plannin~ and in choosing
,several types of grassroots worker. What happenen
was that the larger landowners used their patronage
and pull to win places on these councils, and
proceeded to use. their new powers to allot extra
privileges to 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 uc('ess to sufficient land or
other means of earning a livelihood, So redistribution
of land, assets and im'ome may be a precondition of
meimingful community participation."

(Ibid. P. 298)

release of untapped ,rcsuurces

rpm INITIAL DIFFICULTIES may be real, but will
, wear away as people's consciousness rises through
experience. On the other hand 'participation in rural
development throughPanchayat instrumentalities
releases untapped resources:

"The vast reservoir of human resources in our rural
regiOlis are the real wealth oftaleni in making India
, Indian 8nd Indiana re~e swaraj thro' gramraj. ",

ITOF'IEN IfApPENSTHATTHE ELECTIVE process -------------------
has concealedsnags unless suitable safeguards are built "The fault, dear Brutus is not in our stars,

in against villagemafiacaptUrlngPanchayatPowet. Let me But in ourselves, that weare underlings"
quote HairisOnagain: ., .

(Juliulj Caesar) ,

.,"To follow the Western model of representative
democraCYin grossly Unequal. societies. is to invite
domination by economic elites. In a polarized society a
representative willusUallyonly fairly,represent people
whoseinterests he or she shares. Councilmembers who
are lan,dlordscan only be fullyrelied'upon to represent
the interests of J8ndlords.. The zebras of the poor
countries an too ofterl eleetlions to represent them, and
when they do they can only expect to be eaten"

(Ibid. P. 299)

'X"OJANA,January 26, 1989

A quantum jump to Villageself-government ~ay not be
easy. But better late th~, never.

~E NEXT SPINAL ISSUE IS. ABOUT the area
, . of State .Power which may be entrusted to the
Panchayats, knowing their limitation and the need to fit
irito the overall scheme: Should we charge these rural
or"gansof limited government with functions legislative,
judicative or executive? Should they be more than
talking shops ? Should they be bare ballot exercises

21
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pr.oper mechanism for progress

Some village.Hampden, that with dauntless br~ast
The little tyrant of his fields withstood;
Some mute ingiorious Milton here may rest,
Some Cromwell guiltless of his ~ountry:<;blood. ':

-Thomas Gray

(jANDHIAN- TECHNOLOGY WAS VILLAGE
. centred using' local talent and material, local

monitoring and superVision and local passion and pride in
p~rfonil.ance..For him every village was to become a self-
governing and self-sustaining economy run on democratic
participatory lines by a Panchayat.

the reliable 'rural genius.. . .

Full many'a flower is bom to blush unseen,
And waste its sweetness C!nthe desert air.

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

22

. .. .
bereft of constructive 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 uniformly
. applicable to like institutions? Should judicial power, .
with sufficient safeguards. against partisan abuse and The vast reservoir of human resources in our rural
likely legal illiteracy of the members; be within the' regions are. the real wealth of talent in making, India
jurisdiction" of Panchayati justice? Should limited • Indian and Indians realize swaraj thro' gramraj. ,
police powers be enjoyed by it and if so, how should co- • .

"ordination,subordination and operatioJ.1alco-operations .T!IRD WORLD. COUNTRIES,. AFTER
. within the larger framework of. law and order, criminal CENTURIES of desperate d!sabilities, feudal and
investigation and prosecution be worked out? Many laws colomal, are now struggling to level up through historic
can be best implemented and cases under them tried, efforts at national development. "The purpose of
even investigated at P~nchayat level. if only we have faith development should not be to develop things, hut
in common people and do not suffer from snobbery develop Mim" (Cocoyoc declaration). Westernization
sYndrome. The Jury system in the U.K and the U.S.A., dominated the thinking and efforts of developing
the People's Courts in' the U.S.S.R. are examples. -countries, development agencies and the models aid
May be, block level panels, some legal literacy courses, donOrs offered. The developmental elite gladly fell victim
qualificatio~s and disqualifications may be statutorised. to the highly centralised, terribly industrialised pattern
"The Gram Panchayats shall be "entrusted with the and plans. In India, Delhi became the decisive centre of
dispensing of justice, no separate judicial panchayats developmental 'projects where decisions were taken,
.are necessary. The poor peasant need not go out of his . experts operated, bureaucrats sanctioned and politicians'
village, spend hard.earned money and waste weeks spread the' message of thEfgiant wheel of progress, but
and months' in towns on litigation. He can get all the soon disenchantment carrie because. the' people found
necessary witnesses in the village and fight out his own
case without being exploited .by lawyers. When' "Mahatma Gandhi himself became an anachronism
intricate. points of law arise, Sub.Judge from the' because he stood for a people's modelatthe village
Talulut; or District could come down to the village and level. Gandhiji foresaw the pitfalls of developme~ts
assist the Panchayat in deciding difficult cases. The centred round'cities and large scale industries, with
Su~udge shall also act as guide, friend ~d ri1ass production, massive pollution and total
.philosopher to the ignorant villagers by acquainting. alienation of the common people."
them with the laws of the. State. Such a judiCial system'
. willnot only'be simp!e, prompt and cheap butalso'just. --------------------
because the details of ciVilcriminal cases willbe•.more they were irrelevent, the specialists having taken over
or less, open secrets in the village and there shall be what was good for the countryside. Mahatma Gandhi
hardly any scope for fraud and legal juggleries." himself became an anachronism because he stood for a
-Gandhiji- Harijan 22-7-1946. people's model at thevill8ge 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
linger~d 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 drain the villages so
that they are crumbling into ruin."

(TheTbird World Tomorrow-By. Paul
Harrison-P. 17)

~VELOPMENTAL PROJECTS. CATEGORISED
by principled pragmatism and helped with

appropriate expertise. may well be left to popular
creativity and participative roles. The fundam~ntal
assumption, of course, i~that given the freedom to carve

. " out multi-dimensional local self-government, our niral
geniuS' will measure up to the challenge. In an elitist
atmosphere where 'it. if! fashionable to exaggerate
. villagers' weaknesses-and urbanites' abilities;.it is easy to
sell the sophisqies of Doonocracyand 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
incarnations.

,.. ,



Panchayati Raj :
Two alternativeapp~oaches

(

Jyoti Basu

A reordering of the distribution of land and other productive assets in
rural areas of ",'est Bengalhas led to aperceptible 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.not a mere exercise in charity, but essentially a productive
move based on hard evidenceof superiorperformance on thepart of working
peasants. The Chief Minister points out that the cost of development
schemes implemented by the Panchayats.is significant(y less as compared
to the casto!" the projects executed under conventional procedures. The "
reason behind this remarkable fact is the avoidance of contractors and
the supervision o{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 country in future.' In this article, the Chief .
Mi~ister .also refers to the Mid- Term .Appraisal of the 7th Plan
presented by the Planning Commi~si0n. in support of his conclusions.

. " .

~ERE CAN BE TWO A~T~RNATIVE.
APPROACHES to the PanchayatI Raj, and these

are related to two alternative approaches to rural
development planning.. -

IN ONE .APPROACH- TO RURAL" develbpment
planning, we may choose to begin by accepting the

"existing unequal ownership distribution of land. In

other words, we may choose' not to' lake effective
measures on land reforms. If we choose to do that, we
shall be closp-'to the present national scenario on this ..
issue, for, despite .8 few statements of good intentions,
no serious attempt seems to have-been made to alter
this uneql,laldistribution 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 a~cording to the
latest information avdiIable, for the country as a whole,
only 28.8 per cent of land is under the ownership of
small and marginal farmers and the remaining 71.2 per
cent of uma is owned by bigger farmery(see Chapter 2
of the Mid-Term Appraisal). As a consequence, in tllis
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 capital-based with
inadequate. absorPtion of labour force in production~
causing unemployment and insufficient generatipn of
purchasing power of the common people. That such
technologies can indeed be labour-displacing has again
been noted in the Mid-Term Appraisal ofthe Planning
Commission (Chapter 2, P 32).

.. unequal access to assets

~IS IS -AN APPROACH ..WHERE the basic
priorities of planning are not in favour of the common

people. The priorities are centred around perhaps the
top 10 per cent of the rural households. In such a
situation, without land reforms and therefore, with an
extremely . unequal access. to. the production
assets, there fs a i>rop~nsity on -.the part of the
ruling power not to hold the Panchayat elections
(incidentally the Panchayat elections were not
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 tluch a
situation, even ifthe 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 representative character,
reflecting the interests. of poorer classes in the rural
area. The common people ill the rural areas cannot
truly get involved in the activities of such Panchayat
Raj. If, then decentralisation of planning is talked about
through the Panchayats under this approach, it canno~

"This emphsasis 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 scheme~, without the
. true participation of the common people at the base
level. .

reo'rdering distribution of land

.1N WEST BENGAL, FOR THE LAST ELEVEN
- years or so, an alternative approach to rural

development. planning. has been pursued. Within the
limitation of the existing socio-economic structure,
this alternative approach begins by trying to reorder the
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, .
existing distribution of.land and other productive assets
in rural areas towards a more equitable situation. This
approach, therefore, beiins with land reforms.

~IS E~PHASIS ON ~A~D R~FOR~S, it ma~ be
noted, 18 not any exerCIsem chanty, but ISessentially

a productive move on the-basis of hard evidence of
superior production performance oli the part of working
peasants.. In -this context. we may mention, with
modesty" ~ome of the 'advances that have been made.~n .
recent years to give our State .the fiont, position in the
country iiI the sphere ofiand reforms. Of the total.

Th'ere has been, as a result, also a tendency to
adopt technology which is overly' capital-based
with inadequate absorption of labour force in
production, causing. un.employment and
insufficient generation of purchasing power of the
common. people." .

l'\gncultural 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'th&totalland is owned by the small and'
marginal farmers as against the national figure of 28.8
per cent as 0WI.tedby the small and m~rginal farmers, as
has already been mentioned earlier. In other words, an
objective situation has been created in the State where
the problem of agncultural planning can be looked at
from the standpoint of the poorer working farmers.

choice of appropriate technology

IN ORDER TO. MAKE THE LAND REFORM
measures effective, it is essential to support these

measures with the provision of non-land inputs, such as
irrigation, implements, manures and .fertilisers, and
infrastructural facilities, particularly. credit and
marketing. In. the provision of all the these non-land
inputs: there is a question of choice of appropriat~ .
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 regarding, all the non-
land iriputs in this alternative approach should there- .
fore be one whiCh should be modern and; ,at the saine
time, make efficie~t 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 purchaing power for the
common people. ' ;

. .

1l"EEPING THIS DIRECTION QFAPPROPRIATE
.A.l\echnology in m.ind the emphasis in the sphere of
irrigation,orie of the most important of all the non-land
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selection of schemes and monitoring-has also been
gi,-,:enprimarily 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 DRDAand the Zilla
Parishad has been ensured by involvingthe Sabhadipati
and the concerned members of the Zilla Parishad as
Chairman and members respectively of the DRDA
along with the District Magistrate being involved as the
Vice-,Chaitman; In addition to these programmes, the
Drought Prone Area Programme, schemes relating to
rriinikit 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 ~mall-scale Industries
have been brought under 'the direct responsibility ot
t~e Panchayats.

•
FOR CARRYING OUT THESE RESPONSIBILI-'

TIES, the Panchayats at all the three levels have
been provided with staff support, including technical

WHEN. 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 purchasing 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 process of planning. It is with this

increasing re~ponsibilities

IT IS THESE PANCHAYATS, WITH .THEIR.
pro-poor character and with the c.ommon rural

people behitld' them, that have been given,increasing
responsibility. in the planning and implementation of
the major rural development programmes in our State.

Along with this increase in production: there has also To begin with, the panchayats were involved in the land
been in the state an increase in recent years in the reform measures in detection of benami lands, in their
average wage rate for agricultural workers, the average distribution tothe poor farmers and in the recording of
daily rate,' cash and kind ,together, increasing from bargadl!r&Thiswas followed by the direct involvement
about Rs. 5:60 in 1976-77 to more than Rs. 14 in recent of the Panchayats in the planning and implementation'
years. In some of the districts in South Bengal, the of the Food for Work/the National Rural Employment
average daily Wagerate has even crossed Rs. 20. ' Programme' aild now also the Rural Landless

Employment Guarantee Programme. The responsibility
.growtl\ of cottage industries of implementation of the Integrated Rural

I
' 1 f Development,Programme-identification ofbeneficiaries,

T IS IMPORTANT TO NOTE THAT as a resu to
this progress of agriculture through emphasis on a ------------------ ••C---

technology, which uses labour and local resources and "In general, it has also been noted from our
tends, to generate some purchasing power for the internal surveys that the schemes'executed by the
common people, there has been a related growth of . Panchayats cost signifi(''\l1tly less than technically
cottage and small-scale industries whjch are linked with similar schemes executed through the conventional
dgriculture and which produce mass consumption procedures, primarily because of savings on
goods"such as handloom products. Over the last ten account of avoidance of contractors and the
years, growth of registered small units has been supervisio-nbeing voluntarily performed by the
significant in the State-=-from Iifigure of less than 1lakh Panchayat members."
ill 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 year in
West Bengal, with additional generation of employment
of about 80 thousand each year. In addition to small
scale industrial units there has been 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 in1987-8R 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.

inputs, has been placed in the State iIi recent years on objedive of involvement of the common people in an
extension of minor irrigation facilities. Along with that, organised manner in both formulation and
emphasis has also been placed on extension offield iniplementation of rural development programmes that
channels under major irrigation projects. It is primarily the Panchayat elections, which had been stalled in this
on the basis of land reforms and this extension of State for about 15 years,wereheldin 1978 after the Left
irrigation facilities, together with the provision of Front Government came into power. Thes.e elections '
fertilisers and other inputs, that it has been possible to ,were then held with regularity of five years in 1983 'and
increase the.State's agricultural production significantly. then again recently in, 1988. After the Panchayat

, in recent years. For instance, the total foodgrains elections data were obtained on the class background of
production of the' State increased from 7~.b3 lakh the members who got elected to these'Panchayats. It
tonnes in 1976-77 to 96.26 lakh tonnes in 1986-87, has been found that about 85 ,Per cent of them have
which was not only a record production for the State, come from small farmers and below. ,
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, despit.e severe floods in 12 out of 17 districts,
it has been possible- to exceed the previous year's
production offoodgrains and reach an all-time record of
102 lakh tonnes in the State.
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West Bengal. It has also Qeen observed by the same
. study that the "association of banks' staff and Gram
Panchayats in the identification of poor famiiies, 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 P.unjab.

WITH .THIS CONFIDENT ~ECO~D OF per-'
formance of the Panchayats m our State, we had.

taken four years back a new step towards deceritralised
and coordinated.planning at the district and the block
level by involvii1g the 'Common people through th~
.Panchayats at the grassroots. For this purpose, the
District Planning Committee and the Block Planning
Committee hl.\vebeen constituted in each distr,ictand in'
each block of a: dist~ct, by bringing together the
Panchayat members and other relevant elected
representatives and thp concerned 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 theChainnan and the Block Development
Officer the member-secretary of the Block Planning
Committee.

better coordination in planning

personnel and this total establishment cost is Dome by
the State Government. There is also a regulararrimgec.
ment for auoiting of all expenditures incurred by the
. Pancqayat'i. Further, it is manqatoryon the part of each
Gram Panchayat to hold regular. publ,ic meeting to
disc'uss 'with the general people about the selection of
schemes and also present in public the budget for the .
year.

~IE PERFORMANCE OF THE PANCHAYATS .
in all these programmes has been noteworthy. In the

field of land reforms, perlormance 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 Pro,gramme in our State. Inthe Final Report
of Evaluation Organisation 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 ofthe programme 'inWest
Bengal. The report has further stated that in Welilt
Bengal "the Village Panchayats call the meetings for
preparing schemes tor the villagers and the priority of
works was also decided in these meetings:': In general, it BOTH THE .. DISTRICT AND THE BLOCK
has also been hoted£rom our internal surveys that the Planning Committees' are being supported by
schemes executed by the Panchayats cost ,significantly additional administrative and technical staft With
less than technically similar schemes executed through general guidance regarding priorities and financial
the conventional procedures, primarily because of allocation from the state level, Block plans are
savings on account of avoidance of contractors and the formulated in the Block Planning Committee by co-
supervi~ion being voluntarily. perlormed. by the ordinating the Panchayat schemes and all. the
Panchayat members.' The involvement 'of the departmental schemes at the block levels .Imd then
Pimchayats in. the Integrated Rural Development these Block Plans are integrated into the District Plan
Programme in a similar manner has ensured people' $ . WItha comprenensive_perspective for the district as a

. participation, and, in the process, acteqas an insurance whole. It is now anticipated that nearly 50% of the
against machination of unscrupulous touts and i:mnua)plan expenditure in olir State willhenceforth be
middlemen ..In a recent NABARD sample study on the. decided at the block and at the district level. This may
implementation of Integrated Rural Development be an important. beginning for the entire country in the
Programmes in the 15 States of the country, itlmsbcen formulation of plansm a decentralised manner by
brough out that there was no case of wrong involving~hecommonpeople through the democratically
identification of' beneficiaries in the districts' of elected Panchayats.OOOOOO

"It is with this objective of involv~ment '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. w~re held in 1978 ~ter the Left Front
Government came into power.'"
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,Education "exp~nsionwill help .
strengthen Panch~yati Raj ".

P.V.Narasimha Rao

In 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 oilr villages. Due to'one factor or other, this 'human resource
remained a victim of ignorance, illtteracy and superstition. To bring
them out of this fog of inertia, to mobilise this vast resource, education is
the most effective impetus. AiSthe author has ri'ghtlyput; the history of
'India shows that knowledge has always been shared. With lines of
communication reaching remote areas of our vast land" there is a
growing consciousness in our villages' today that- !mowledge, is a
productive resource which is inevitable for a.riyprocess of development.
He' is .01 the firm view that Panchayati Raj institutions must be
strengthened because they alone represent the' will and w.ishes of our
people.

, ,

T:m VILLAGE PANCHAYATS.ININrilA h8.vebeen
~e pulse beatof our democracy since the ancient times.

ThesePanchayats were the custodians of India's village
corpomte life. Nothing was too small or'too great in the
entire range of huniari activities to be covered under the
umbrella of' these instiutions. A Panchayat normally
conSistsoffivewisemen of the villagebelonging to different
sectors of nrral societY but with the passage of time"the
number has not remained sacrosanct. The Panchayats
seIV'ed as the, backbone. of our democratic institutions

, ,

around which the entire fabric of social and.economic"
activity of the village rested; From Vedic times to the.
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 centralised British Rule" the institution of
PanchaylJ.ts received a set back.

AvrnRINDEPENDENCE the. National Govemm~nt '
\Dldertook a tompre~e development aDd w.elfarepro-

..' J

. ,
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grammethroughthe FiveYearPlans inorderto solvethe basic
problems of poverty~d developing.the creative.geriiusof the'
village people. The Constitution of India, in its Directive .
Principles, included the establishment of Panchayati
Raj Institutions.

democratic decentralisation
IN 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 C:overnment on 24th
Novemger, 1957. It suggested that decentralisation of
responsibility and power to levels below the State was an
urgent requirement .Acc<;>rdirigly 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 institutions as "PanchayatRaj". 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 .

~ STATE OFRAJASTHANwasthe firstto launchthe
Panchayat Raj on 2nd October, 1959, Andhra

Pradesh followed in November, 1959. The Panchayat
Raj institutions were launched in Maharashtra
on 1st May, 1962. During the last 15 years these
institutions have not only maintained the 8I1cient
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 progr~ss through education
~E NATIONALPOLI~YONEDl!CATION,198Q

which has been approved by Parhament 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
bodie~ willbe assigned a major role iIi the programmes of
school improvement" .

PARA 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 financialassistance provided At the 'same
time steps Willbe taken to prevent the establishment of
institutions set up to commerciaIi;se education" It is
important to ensure that those at the .tOpof the educational .
pyramid are am,ongthe best'iJl the world The cultural well
springs ofour traditions had taken good care ofboth ends in
the past; the skewhaving set inwith foreign domination and
influence, it should now be possible to further intensify the
nation-Wide'effort in huinml 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

TT HAS B.EEN PROPOSED in the Programme of
lction-1986 that the Village Education Committees
Willtake care of not only the educational development
of the village but will also be entrusted with the
responsibiHty 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 fulcrum 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 thai knowledge is a productive resource
which is central to the process of development It is time.
that our villages beca.me recipients of modern
kno~ledge. 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 ofPancb.ayat Raj is ge.nerally 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 peopie. IUs these institutions which
had maintained our traditions and value systems. It is
only through these 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
pessimism. As Prime Minister Shri Rajiv Gandhi has
pointed' out that programmes evolved from above do
. not wack and cannot be effectively implemented. The
Eighth Plan, he said, would be evolved from Village
Panthayatsand not from New Delhi."Th~ future.plan
Willcome from the bottom upwards." ~~~
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Panchayati Raj-malady and remedy

Dr:.Malcolm S. Adiseshiah

An eminent social thiriker and an economist of extensive experience, Dr.
Adiseshiah has raised somepertinen(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
to np authority for what is happening or not happening p,t the village
level. The author suggests that wide-ranging agrarian reforms are
required to be introduced in,order to makePanchayat£ Raj as effective
instrument for the totaluplift of rural masses. Comparing the results of
the Panchayati Raj elections held in Karnataka and West Bengal,. the
author establislies. his point. that land reform is a pre:..tequisite for
inv.olving'the majority of the hou~eholds in the village in any drive for an .
all round rural development. Analysing the failure of Panchayati Raj in
various states of the country, he comes to the-conclusion that the lack of a
political will to decentralise power and financial anaemia are the two
main reasons. The tluthor, while concluding the article, has quoted at ..
length' the vision that Mahatma Gandhi projected' of the gram swaraj
which was' "to be (Lttained by educating ~he'm9-sses'to a sense of their '
. capaci(y to regulate and control authority;'" . .

. . .

WHY HAS PANCHAYATI RAJ CEASED TO holding of panchayati raj elections as it does for
. . exist over three fourths ofthe country? They exist .elections .of State Assemblies in Articles 168-172, or
in only5 States-Msharastra, Gujarat, AndhraPradesh, Unian Parliament in Articles 80 to 83. If Article 172
Karnataka and' West Bengal. One simple and straight dId not exist, elections to the State Assemblies willalso
answer is that the Indian Constitution does not refer to be hon-existent: even with that. obligatory provision, ,
this level of govern~eni, except as it were'iiipassing, in Article 356 is used to supersede elected .legislatures
Article 40, and makes no' obligatory provision for-the. and ArtiCle365 (d) is amended to postpone the holding

-.
".! \ ..

• ~ <' " \
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of State elections. It is therefore not surprising that
Panchayati, Raj elections, which have' been made a.
voluntary decision of the Stat-es, have not been held, for
some or all the 3 tiers, for 10 years in 17 States and 20
years in 7 States. Just tiS the Union Govemmtmt is
tempted to~ 'imd does to a large extent, centrali~e as
much power as it can for itself vis a vis the states~ but is
prevented to some .extent by the Constitution laying
down the:areas for which the States are exClusively
responsible- List n of the Seventh schedule- so too
the ,State governments not bein\;{ 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 Government is responsible
to no authority for wh~t is happening or not happening
at the village level. This means that the way out of this
first obstacle of the moribund panchayati raj is dear.
That. is for the Constitution' to 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 periodic elections, preferably every 5 years,
to coincide with the Union and State election, possibly,
as envisaged in Article 243 (c)-(g). '

making p~nchayati raj real

It is important to realise that to superimpose'the two
constitutional changes proposed above on the exiAting
,socio-econo1nic rural structur~ will simply transfer

"The purpose of Panchayati Raj is to provide the
mass of the villagers with livelihood, literacy and
health facilitie~. The RBI all-India debt and lnvest~
ment survey over 3 decades 1961, 1971 and 1981
, shows the skewed rural assets distribution, with
the bottom 39 per cent ofruraI households owning
5per cent of all assets, while tile top 5 per cent own
46 per cent."

, power from the Union or States weil~to-do elites to the
rich rural elites. The purpose pf Panchayati Raj is to
provide t1?-emass of the villagers with livelihood, literacy
and health facilities. The RBI all-india debt and invest- '
mentsurvey over 3 decades ending 1961, 1971 and 1981
shows the skewed rural assets diStributions, with the
bottom 39 per cent of rtlll6l households owning 5 per
cent of all assets, while the top 5 per cent own 46 per
cent. NSS surveys, andthe Agricultural Census-confirm
the increase in marginal land holdings and landless
labour households. In this situation to hold panchayati
raj elections will be to benefit the weil-to-do farmers, as
in the case, of the Kari1ataka Zilla Parishads elected

. * For instance in agriculture which is wholly a state subject, the Union'
Plan share is 39 per centoftotul Plan resources in 1987-68: in village
l!nd small industries another 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 weifllre 100 per cent. '
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chairmen (AdhYakshas)' who were 33.3 'per cent
Lingayats owning 20 to 100 acres ofland each, and 22.2
per cent vokkaligas owning 20-40 acres each; This
contrasts with West Bengal where land reform was
cm:ried ,out, which meant that 75, percent of the
~hairmen and members of the 3-tier structure of 46,000
'elected members were small and marginal farmers.
Hence a second essential for Panchayati Raj to function
so as to benefit the majority of the 'households in the
village who own or operate 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,ofthe problems faced by the co\!ntry, accounting
in a majorpart for its malde'velopment- mas8ive poverty,
increasing unemployment, growirig inequality along
with the social lacks of illiteracy, ill 'health, infant
mortality, lack 'of safe drinking water, rural roads and
elect!icity-is ,the' system of 'planning that we have
adopted- the top down model. Way ba'ck 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 beEmevolved with their cooperation,
'and that they are responsible for its 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.
r.onstitute 90 per cent of the rural people being electe.d
through, adult, suffrage, ,the elected representatives
w,~re well~to-do l&rge, and medium farmers: S6 he
turned to the panchayats and wanted them to be drawn
into the planning implementation of the Plan-(letterto
chief miriisters-28 September 195~). If the first 2
desid~rate are met-of elected panchayati 1.'ajfollowing
?gr~n~ reforms- t~en only can the panchayati raj
m~tItutlOns develop realistic local plans, of which the
state and ~ational plans willbe the aggregates, and the
panchayati raj will be .willing and effective executors of
the :plans that they have formulated.

the malady and remedy

,PanchaYliti ,Raj today' suffers from two' basic
maladies. First the'lack of a political will on the part of
st~te govertnnents and legislatures to decentralize
power in favour of the people and their representative'
at the loeal and village level.The s~cond malady is the
financial anaemia from which they are made to suffer.
Of these two ills" the financial laek is second in
importance, for itean be corrected by vesting the
panchayati raj with the power to tax, in Jlddition to
earmarking their rightful share of state and union funds.
The more serious problem is the act of deiegation .
which, can onlv flow from an honest and sincere
commitment t.o, the ideology' of democratic
decentralization-which is the Gandhian ideal of village
swaraj.
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panchayati raj as village swamj

If the above precond1tions are met, Panchayati Raj
. will usher in village swaraj, which addresses itself to

basic questions, such as the basis of I?olitical conflict in.
structuuu terms,to which Gandhi addressed himse14
rather than to our preoccupations' with superficial
issues qf institutional management, panchayat

.'It is the masses who have tQ attain swaraj. It is
neither the sole concern of the moneyed'man nor
that of the edQcated classes. Both must subserve
their interest in any scheme of swaraj. I hope to
demonstrate that real swaraj will come not by tlie
acquisition by a few butby.the acquisition of the
c~pacity by all to resist authority when abused. •.In
other words swaraj is to be attained by educating
the masses'to a sense oftheir capacity to regulate

.and control authority.' '

lri 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 e sense of their capacity to
regl!late and control authority" (Young India' 29.1.251
'''My iiiea of vilfage swara{ is that it is a complete
republic, independent of its neighbours for its own vital
~ants, and yet interdependentfor niany others in which
dependenc,e is necessary. Thus every village's flist
conceJ11will be to grow.its own food crops pn.d cotton for
its cwth. It should have a reserve for its cattle.
recreation and playground for adults and children.
Then if there is more land available, it will grow useful
crops, excluding gimja, tobacco and opium. The village
will maintain a village theatre, school and public hall.,
This can be done through controlled wells or tanks.
Education will be compulsory upto the final basic
course. As far as possible in every activity, there Willbe
no castes such as we have today with their graded

. untouchability. Non- violence with. its technique',
satyagraha .ail:d non~('ooperation "will be sanction of

finances, .the conflict between the administrators a.nd the village community. There will be a compulsory
'politicians, supervision and coordination in.panchayati 3ervice of village guards who will be selected by rotation
working. Panchyati tar requires allocation of areas of from the register maintamed by the village. Govern-
authority as well'as earmarking financial resources. But . mentofthe "illage will be <;onducted by'the Panchayat
these are subsidiaries and consequenti;il to the basic' offivepers.on~,annually elected by the adult v~l1agers,
issue. And so I ~nd with Gandhiji's vision of village male and female possessing prescribed quallfications .

. . swaraj: "It is the masses who have.to attain swaraj. It is These will have. all the authority and jurisdiction
neither"the sole concern ofthe moneyed man nor that ~f reql;lITed":,(HaIjjan 26.7.42) Will Panchayati Raj be
the educated classes. Both must subserVe their interest permitted by us to return to tp.ese basics? ~~~. .. .

. , twenty men ~itting at the Centre. It had to be worked
from below by the people of every village."

"Indian independence must begin at the bottom. -Galldhiji at the PraYer me~& New Delhi 6-,1-1948:

Thus, every Village will be republic or Panchayat "Small is beautiful" 'is the Gimdhian JJ1pdeland is a
h..!lvingfull powers. It follows, therefore,. that every matchless gospel' for' development of Thira World
village has to be self-sustained and capable of countries. This Gandhian conceptfascinated Schumacher
managing it;eaffairs .. ~." ,30 much that he once caned Gandhi the greatest
"In this structure. composed of innumeraf,>levillages, econonlist of the century. The inevitable conclusion from
there 'will be ever-widening, never ascending c.ircles. the irresistible iogic of decentralised developmental

, Life will not be a pyramid with the apex sustained by 1;echnoloiYis that.the vibrant wheels of village Panjayat
the bottom. But it will be an oceanic circle. whose are the proper mechanisms for India's rural develop-
centre will be the individual always ready to perish ,ment. All else is phoney verbiage. Our tryst with destiny
for the village, the latter ready to perish for the circle to wipe every tear from every eye can never be redeemed
of villages, till at last the whole becomes one life except through community development. Community
compbsed of individuals, never aggressive in their development is but verbal balderdash ifPanjayatiRaj is
arrogance but ever humble, sharin~ the majesty of- not activated and made 'operational.
the oceanic circle of which they are integral units." .

:- Gandhiji-Harijan 22-7-46; SUCH A CONSTITUTIONAL VISION of India ~
economic locomotion must inspirePanjaYbti Raj,

,"In the true democracy of India. the unit was the not by the grace 'of the State Legislature but by the
village; Even if one village wanted Pachayat RJlj, command of the Constitution itself. What is now.'
which was called republic in-English, no one <:ould relegated to Art. 40 as a pious wish must become a
stop it. True democracy could not be worked by" necessary and integral part of the Constitution in action .

. '. . "'~
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· P.anchayatiRaj-some recollections
Govind Narain

.
Here is an article from one, who has held top adminiStra.tive posts
during his long executive career, .and Was deeply involved in the
implementation of Panchayati Raj in its. initial years. Shri Govind
Narain, retired ICS, gives us a detailed account of the introducti.onof the
concept of the Panchayati Raj in rural India after Independence, its
growth in phases and 'thegradual decline. He says that after the passing
away of Jawahar Lal Nehru, who wa1;the fountain head of strength for
this rural development system, the critics got the awaited opportunity to
mount-an attack on it. Having first:.hamJ 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 affection and respect of their folk: H~
concludes saying that aspeople are the real masters, they should have an
effective voice through clean' and healthy institutional forums.

'f'\IE RECENT EMPHASIS BYTHE Prime Minister
on the institution of Pancpayati Raj brings to my

mind memories of the last 48 years. In 1940. I was
appointed District Rural Development .Officer
besides other assignments. During those. days of the
British Raj, rural .development was only a minor
sideline of the work but it was thrilling to be' in touch
intimately' with the villagers and talking.to them
informally about their problems. Agriculture,naturally,
was the broad base but that was not al1- I faced tIMt
'naked reality of misery, poverty and utter neglect of
those who feed the whole nation-rural indebtedness,
fragtnentatic~>Dof holdings, bonded' labour, landless
. labour, complexities and insecurities of the tenure of
the tillers of the soil were all serious hurdles in any effort
to increase production. There was hardly any org8m&ed

system for the supply of the essential inputs or of.
scientifI'C'knowhow. The atrocities and coercive money-
gl'8bbing tactics of the Zamindars and their henchmen,
the cruelties of the lilgh castes towards their low caste
bretherenand the tacit support of the administration to I

. the haves against ihe hav~nots, were the prevailing,
recogJiised 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 rea8~>D8.The higher
echelons of visiting minions of official heirarchies drew .
only superficial cognizance with inten~ indifference,
8cepticism and. even fear becaUl~emost of them were
only agents of extoitioll than. of s.uccour~ The mo~t
distressing feature was that the bulk of the sufferers
were engulfed by _. throttling feeling of helplessness.

'--~'''''"".-.

\';'_:.-:.,/>..1 >
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Any person of sensitivity would want to do somethings
tohelp,and:oo"carryJaith--butthe problem was how, in
the fac~ of the vastness of a baffling situation. what
seemed to be needed' was a.~omplete overliaul of the'
political, economic and cultural environmenl The
funds with _the Rural DeVelopmeQt Department were
very meagre and staff minimal. One could only meet the _,
villagers and talk to them about compost making,
sanitation and hygiene, cooperatives and collective
defence against organised crime. The Village
Panchayats could function only under the tutelage of

"Th., IttUggl.e for Iodependel)ce -gave, the
Panchayah some voice, at least to speak out about
their needs and difficulties. The, dawn of freedom
let in a wave of rising expectations. The vi;llage
people were finding their feet."

themi~hty vested interests. Some Nyaya P~chayats
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 liJni,tationsof resources and higher policy
even small initiativl's brought a visible ray of.hope.

The struggle for Independence gave the Panchayats
some voice, at least to speak .out a;ymt their needs ,and
difficulties. The dawn of freedom set in e wave of rising
expectations. The village people were finding their feel

primary units of r)ower
Mahatma Gandhi wanted to evolve ~economy whi..::h

would be self-generating and 'self-contained. He was
interested. in a system wherein tbevillages would
possess the means of production and cities would be
the centres of consumption. He reposed full faith in the
Pan~hayati Raj structure in which the village, through
their elected Panchayets, will be masters of taking their'
own decisions. Our 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
T.lav'in U.P. and in Nitokheri and also in some villages
, on the various ingredients and forms of village d~velop-:
tnenl Foreign agencies like the Ford Foundation were
, readily willing to assist in this task. After much mature
thinking and deliberations an ouline of the famous
Community Development Programmewas.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 Pl JawaharIal
Nehru, and the guidance of 8hri S.K. Dey, the
Administrator and later the-Minister-in-Ch~rge of this
Programme, we took inspiration and advice from Shri
Jai Prakash Narain also. J.P. dreamt 'of an idealistic
self-go"erning Village - Society, without interference
.from political parties, Withno coercive processes but all
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decision-making by consensus, mutual understanding
and goodwill. He warned that Panchayati Raj will work
omy if the leadership at the village level works it in the
right spriiil ' ,
I was appointed Development Commissioner of U.P.

in 1955. The Community Development Programme was
operating in some selec.ted, villages and was steadilY
gaining momentum. The fountamhead of strength,
support and inspiration was Pt. Jawaharlal Nehru,who
used to attend all the Development Commissioners
Conferences and participate actively in the deliberations.
This added - great iinpetus and prestige to this
movement. His lieutenant, Shri S.K.Dey, used his great
gifts of intellect, engineering, untirir)g energy, forceful
logic and persuauon to enthuse all the workers, strengthen
the mputs of the programme in the light to experience
and establish a personal rapport from the Chief
Ministers down to the block level;

requirements of devdopment

The basic structure of this programme was sound.
While agriculture and other ec.onomic activities were
the foundations, the diversity of the multifaceted
personality of the villager was not lost sight of. His
motivation waR 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 not. be
ign9red altogether. EVEm agriculture required cheap
and timely credit outside the clutches of the money-
lender and Cooperative Credit Societies had, to be
strengthened. Timely mputs 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 faUin prices due to glut in

"Th., average level. of Goveriimental h~irar~hies
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 dedicated workers with genuine feel and love
for ..the village .ituations. In a deliberate and
calculated manner, therefore, tho 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.villall:e 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. Diinking water has been a '
perpetual problem 'in many Villa~es. And what about
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"'bitbe' Jttisguided enthusiaSm-to see quick nRlfB
everywhere, the prognunme was ordered to' be
~ toO fast to cover the whole counby. This
resulted in ccmsid~e dilution in the quality of the
staff-rapid selections of 'very large numbers
lowered the standards." ...

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 t:Uling political party in areas in which the
programme was strong.

In the higher ,political circles, the catch phrase
'Democratic Decentralisation' became very popular;
Pandit J awaharlal Nehru himself believed in real power
being transferred right upto the' village level: Balwant .
Rai Mehta Committee was appoihted and very sound
recommendations Were made for strengthening 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 ofinflu'ence and power will be created.

chinks in the armour
Let it not be presumed that all was perfect in the

programme in all the areas. There were failures ,and
shortcomings' but there was a~so an effort to employ
correctives in the ,light of experience. However,

. pressures against the programme continued to mount
up intbepolitical circles. In the misguided enthusiasm

'to~ee quick results everywhere, the programme was
ordered to l;>eextended too fast to cover the whole
c()u~try. This resuked in ~onsider~b.le dilution !",t~e
,qUalIty of the staff-rapid selectIOns ,of very large
ilUrnbers lowered the standards. Training could not be .

, provided'so quickly. This became t~e biggest' weakness
in the future of the program 'me.. 'With Jawaharlal
Nehru's demise, the fountainhead of strengt~ was gone
and the critics of the programme got the, awaited
opportunity of mounting' a big tirade against the. pro-
gramme. The cheapest stunt was to say that there was
inadequate emphasi~ on agriculture, This was grossly

untrue. Objective a'nalysi.llwill find out that the grand.
succeSS 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 C.ommunitY, Develop~ent
Programme. I am not at all undervaluing the great
'contribution ,of the scientists and the agricultural

, res~arch workers, but without the willing men to adopt
the new techniques and work' them,' no results could .
follow,-Be that as it may" the agricul~re' enthus;asts
.succeeded in reducing the Community Pevelopment
Programme to the level of an appendage and a ~ol of ,
the agriculture department. The fanatical' enthusiasm.
went to the extent of changing the nomenclatures also.
The ,Development Commissioners'. became the
Agriculture Production Commissioners. The State

"A, mDe caine WhenphoJley leaders imposed bY the'
poJitical parties found in this programme a daDget to
their authority and'influence and the word went round .

. that some elections were lost by thending poIi1Kmp8rty
in .areas in which the' programme was Strong.". ..

workers with their new jlppr~acharid new philosophy 'of
work. . ,

Here we come to the crucial point. The average iEivel
of governmental hekarchies could not shoulder the
responsibilities of such ,a programme :With' the4'
authoritarian attitudes and belief in orders and
compliances. Theprpgramme needed a very carefully
selected team of devoted and dedicated workers with

, genuine feel arid love -for the village situations. In a
deliberate and calculated manI;ler,. therefor.e, the
programme was not extend~d 'to very large Ilreas.
Emphasis was.on proper selection of the right type of
worker~ from the vaneus departments of GovernmJ!nt .

, and from open sources and putting them through an
intensive, well organised training. The Training Centres
themselves needed a highly motivated and properly
oriented ,staff. To create a two-way channel of

,communication and earnthe love and confidence of the
village people were the essential requirements for
success.

teaching the ma~ters
The social education component of the programme

rested on the foundation of teaching the masters about
their rights and duties in their families, intheir 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 injections'oreasy money'

'for their personal benefit but in enthusing the whole
community towards greate'r prosperity' and larger
happiness. They had no ambition to fight for any
positions of authority. The authority was inherent in
their personality .ofselfless and dedicated service to the
people and did not depend on any gimmicks.

. 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
~tt1endousamount of shramdanand, the larger

. involvement of the people in works for their own good"
including adoption of superior a~cl;tltural practices for

the community meol the village? A common centre, a
Panchayatghar was a need. The whole village activity
had to revolve round a strong and healthy Panchayat
System. Vlll8gers were willing to participate, to give
their time and labour but they needed a direction, a
coordinated approach and finandal assistance. These
were provided by the Community Development
Programme. The focal points of thisI.>rogramme were
the Gram Panchayats at the village level and the Block

, Samitis at the block level. The real leadership at the
grassroots levels was beginninb to assert itself and
gather strength. aided and aRsisted bv the p.xtension
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been placed in the control of these bodies vvith cleat
demarcation of jurisdiction and functions and a system
of coordination. ,;

'earmarking sectoral allo<:atioJi
, . ,

The spectacular part of the scheme is the.devolution
or resources. The State GovernmeIit has ma,de a
sizeable transfer of fmancial resources from its budget
to the District sector. This constitutes for the, present
the bulk of the Zilla Parishad and, MandaI Samiti
resources. The sectoral allocJltion for the District
Sector are distinctly' earmarked in the State budget.
The District-wise allocationthereof is provided in a link
document which fonns an integral part of the Budget
documents. The Zilla Parishad has freedom within the
national disCipline of "Earmarked Funds', and
"Minimum Needs Programm~'" to make inter-sectoral
reallocation of the funds so transferred to. it The Plan
provision includes ~ 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 tb have funds at their disposal to take up .
activities of,their choice. '

This Karnataka Scheme has seen only about a year of
its functiorrlng. Undoubtedly there will be snags and
difficulties which-willrequire to be tackled. Nevertheless
there ls no hesitation in saying that this is onE!smcere.
and serious effort to implement what we have been
talkfug about so much, namely, democratic'decentr8lisa-
tion and transferring adininistrative 'authority in
development and welfare measures to the people upto

''The present day ~,in the countly is largely that of
credibility. There are numerous statements from seats
()fpowe~ s()Jnetinieseven 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 n()minees of the top-and thus beholden to
the tOpand the answerability to the people is weakened
cOnsiderably."

Governments found in thi.s~demoralized'and debunked
Community DevelopmeilfOn~:~isation a convenient
machinery for enforcing their~i1rii:lcluding 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 Ii great setback for the
Panchayati Raj system as w~llas the growth ofleadership
and commuftity feeling at the village level.

The Panchayati Raj' institutions became almost
dormant. Without ass'Ured financial resources or any
worthwhile commoii programme to pursue, all the

"The moral fibre of the work~rs was mined and th~y lost
that prestige and effectiveness. This was a great setback
for the Panchayati Raj system and the growth of
leadership and community feeling at thevillage.leveL"

initiative and enthusiasm almost di~!i down. Only lip
service continued to be paid to dem9cratic dE!centralisa-
tion and the role of.Village Panchayats. ,

reserved financial resources
With the coming in of the Janata Gt>vernment at the

Centre in 1.977 8, fresh effort was made to put some
vigour and vitality in thePanchayati Raj system. Ashok
Mehta Committee was set tip 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
proouced a very good report making certain revolutionary
recommendatiops including statutory provision of
assured financinl resources to these Panchayati Raj
institutions at the village block and district 'levels
along with coi'ltrol 'of the governmental machinery to
implement the programmes~ The Janata Government at
the C~ntre was short-lived and with its departure

'lessened the zeal for the implementation of these
recommendations. However, some State Governments
have adopted some of the recomme,ndatio", to suit

, their situations and the schemes of States like West
Bengal, Andhra Pradesh and Gujarat are being watched
with interest. A bold scheme has been launched in
Karnataka following the pattern recommended by th,e
AshokMehta Committee. They enacted the Kamataka
Zilla Parishads, Taluk Panchayat Samitis, Mandai
Panchayats and Nyaya Panchayats Act, 1983, which
received the President's assent on July 10, 1985. After the village level. This experiment is certainlv being
eleciions~ framing ,of rules and making various '
administrative arrangements, these--units at various wa~hed. With great interest ~d ilnthusiasm. '
levels became operational, in April 1987" The Gram The present day crisisin'the country is largely that of
Sabha discusses and revi~ws all development credibilitY. There are numerous statements from seats "
programmes of -the village, selects beneficiaries of power-sometimes even contradictory, but there is
for all beneficiary-oriented programmes biggap'between the declarations and promises and the
transferred to the Pan<;hayati Raj system, plans actual action; There is too much mixing up of political
for local improvement, including minimum needs, functions' and governmental functions. Political leaders
welfare and production-oriented programmes, also in authority are nominees of the top and thus beholden
including the cropping pattern for the season. The to, the top and the answerability to the people is'

-MandaI panchayat is entrUsted with all civic functions, wealtened considerably. This is a gross distortion ofthe
and powers and responsibility for developmental and concept of democracy. People, the masters, must have
welfare' programmes. The Zilla Parlshad has the powers ' ,their effective voice through clean and he81thy
arid responsibilities of an Apex Body at the District institutional forums. Let us build up a new structure
level for all functions of the Oistrict's development from the village upwards through the Panchayati Raj
and welfare. Suitable staff at these various levels has, InstitUtions. ~~~
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Palichayati Raj-perspective
r . " .

and prospect,
Benoy Krishna Chowdhury

, In West Bengal three Panchayatelections have already be~nheld, and
the results showed that people's participation'has been,of m,!-chhelp in
,implementation of various development schemes. Shri Chowdhury, who
is Ministrer of land reforms and panchayats in'the Government otWest
Bengal, 'gives authentiC d,etails,of the three~tier local self-government
system introduced in, that State and the harvest otbenefits that was'
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 b~elected directly, there is no
reason whyanin'stitution, supposed to look after the day-to-day needs of
thepeople,should not be dinictlyelected:He points outthatruralmasses "
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 belonging to
weaker sections of the community to shape the,irown [Uturewith greater

'. confidence. .'

••

WESHOtJLD BEAR INOUR MI.ND,rnAT ~ur
country hadto pass through a prolonged period of

dependence under the foreign British rule. Hence, the
character of the administration, that gradu~lly
developed over .the yeilrs, was decidedly of colonial
nature. The people were exploited and oppressed and. ..

wide gap developed between the ruler and.the ruled. ID .
this background, .India g.ot independence through
transfer of power by the British ruler.
Unfortunately, after independence no serious

throught was'ever given to restructure the administra-
tive set-up, to close the gap that' developed over the. . ',

....

PANGR1t~.TS"'~..\ROOTS OF THE REPUBLIC
'" v ,,<l""~ "<- 4-"" <>'V v' <
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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 Raj'. Apart from expressing some
pious' wish in the Article 40 of the Constitution,' hardly ,
anything is there. As a matter of fact instead of going in
for establishing .'Panchayati Raj" the Government of
. India went in for ,experimenting with "Community
Pev~lopment Project" prompted, by American
advisers: The imperialist countries. were also then in
need to develop marketing facilities .in the under-
developed countries of Asi{l,Africa and Latin America
to sustain their economy in the post~warperiod. .

This experiment with the Community Development
Project continued for quite a long period. But that
experiment failed.to bring in ~esired result. Then the'
whole matter was' reviewed by "Balwantrai Mehta
Committee" and later on' 'by." Asoke Mehta
\Committee" a'ndfinally decision was taken to go in for
establishing' Parichayati Raj'.

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 intrpducing Pan,ch~yat sy~tem
is to extend democracy upto the grassroots lev,eland to
ensure 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 acti\lely
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 Muriicipalities, which
cater for day to day needs of the people,can provide for
people' sparticipation and initiative. Hence we have to
make a break with the British cO!1ceptof local self
Government, whicn 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 pro~ess is to be recognised without
any reservation. Sovereignty lies with the people. Uriion
and State' Governments .derive their autho~ty from the

. .•
what we really want io achieve

Th~ conc_eptof Panchayati Raj is not to,revive an age
old institution. Old Panchayats were ~onstituted with
heaqs of groups of people living in the villa~es. The

Bu~ even then the steps taken .for implementing ,
"'It is now accepted by all rea!!lonablepe. ople, that'Panchayati Raj' were very halting in nature excepting

in a few States, Whay this dragging of feet ?'Thecla~s no country can m,ake progress in nationb~ilding
character of the administration is the determining work, unless people at large come forward with

, factor of the political will.for implementing 'Panchayati' due enthusiasm to acti\Tely partcipate in
Raj.' Unless the administration can identify itself fully , developmental ,activities.
with the interest of the weaker sections of the people, it ----------- _
willnot be able tomake any headway in the matter. Due people through.the votes of the people. All funds that
tQ historical reason, the economic stranglehold of the ,the Union Govenimen~orthe State Govenunents spend'
big.1andowning section and their political domination-in comes from the people, through' direct and indirect
all spheres of life in the countryside is' very much' taxes. So it is in the fitness of things that the people
preyalentUilless we can curb this economic authority s~olild exercise their right to oyersee how the
and p9litical do~nance to a sufficiept degree, t?r0ugh Governments are being run" being associated in the

- proper land refortn measures, the weaker sectIOns of lower levels, where everything is being implemented.
the people, who constitute the'overwhe~ing majority of The people' should not be treated as an object 9f
the population, ~ill not be-able to assert their right in compassion and the admiriistration should not arrogate
the countryside. So, carrying out of adequate land . ,to themselves llsuperior position above the people, to
reform meausres is the precondition for establishing dole out relief to them and thereby to oblige them with
'Panchayati Raj'. . the expectation of compliance to their- dictates as

indebted persons. Nothing can J;>emore derogatory to
-But in most of the States hardly any effort had been, ' the self respect of the people. They are the real build,ers

made in this regard excepting in West Bengal, Kerala of the' nation. Ultimate sovereign power lies in their
and Tripura. In West Bengal, Kerala and Tripura, hand: They make and unmake all governments. So
householdsowningmorethanl0acresoflandconstitute t h uldb tr d .thd '. .
,only less than two percent and only 16 to ,20 percent of peop e so. , e e,ate WI ue respect.
arable land is under their possession. While In other West Benga~ experience
States they constitute ,near about twenty percent and'
land ~nder their posse~sion is ,over fIfty percent. The Left Front Government inWest Benga~ with this
Panehayats in these States are still Qnder the grip ofthe' ''Conception. as enunciated' abov.e,' re-introduced
.village vested interest. ' Panchayat System within one year of its formation, with

some modification. of the Panchayat Act. In West
Bengal, the P~chayat is a thJ:ee-tier 'system-the
lowest level is GramPanchayat consistingof 10 to 20 villa-
ges, withim average population of 15 to 20 throusand
people. H the lowest unii is very small, say 1to 2 thousand
in poulations, that will neither be Viable nor effective.
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Prof: G.K. Lietenof~he University. ofAmsterdam in oJ

a recent survey in:Mohemmed Bazar Block in,Birbhum .
district, showed that otitof390 elected members'-"-the
number of-Agricultural Iabour-37, Share croppers 21,
Small peasants (upto 3 acres) 84, mixed character of the
three groups-31 "inall 173, belong to the weaker section
anclthe 'number of the middle and big peasants is 114 of '
wfiich80% belong to the middle category. So shifting in
the co"relati<>nof force is very clear.
. 'The distinctive feature ~fthe.Block is it~'high
percentage of scheduled tribe (20%) scheduled caste
(27%) Mqslim (22%). Nearly 90% people depend on,
agricultw:e as their main source of living. A new
awakening can be noticed amongat the weaker sections. '
Llmdlorcl dass can no longer dare to oppressj -them..
They ,are full of self-confidence.OOOO~

-

"As, our - concept is to develop the -three-tier .
Panchayat System as a full, fledged local Govern-'
ment,weareconferringmore'and more power to
the Panchayat. As a matter of fact the three-tier
Panchayat systems' are ,':behig, entrusted to
implement all'developmeIit. schemes in their
respective areas. . ".

been formed. Now, State Planning is being finalised,
after PI'9cessmgthrough the Block leveiand District level
Pianning Committees. Planning from below is not just
an empty slogan now. I don't claim that we have been
able to reach Iistage of perfect functioning. I realise how
difficult task it is. But with all modesty, I can claim we'
are sincerely endeavouring for improvingthe functioning " '
of the Panchayat system. Permanent assets
built up during the last 11 years 'are quite impressive.
We are trying to eliminate contractors as far as possible
in executing various schemesby the Panchayat system.
Actual benefH:iafies are being involved' in executing
the schemes with the necessary technical assistance of
the departmental engineers. By adopting this means,
the quality of the wor~done has improved and expenses
reduced by fifty percent. During the last 10 years fIlan-
days created exceeded 30 crores. This has increased
the bargaining power of the agricultural labour. On an
average wages increased from R&. 6/- to Rs. i5/- inthe
last 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 1031akh tons in 1987-88. Potatos production
increased from 16 lakh tOIlSto 32 lakh tons and jute
production from 30 lakh bales to 45 lakh bale'S.
Handloomproduction has increased toa great extent.

power structq.re in the country-side

It is found in a survey made by some professors of the
Calcutta University that out of 56 thousand eleGted
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~till oppo~ite. There the village vested interests are
still ruling ~he roost. .

"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 til the self-respect of the
people. '

But the Gl'am 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-
term:inus with Block) with average population of near
about a la1m.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 servetlie real purp'ise. If

M.Ps and M.L.A's can be elected directly, there can be
no reason why an institution which 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 meanwhile, the Panchayat Act had been
furlher amended to make it more accountable to the
people. Nowit has been niade statutorily binding on the
part of the Gram Pancliayat, to ,convene 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 a.llfurids~
money and material-received 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 oithe Gram Panchayat is to be kept
in the Bank in the ,name of Prodhan;;"Upaprodhan
(generally he belongs to some other politIcal 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
ProdhaIi of. Gram Pa~chayat .. Prodhan of the"Gram
Panchayat can't function arbitratily-enough checks
have been provided in ,the Act and the rules. In tHe
functioning'of thePanchayats in West Bengal oar main
.stress is on- the grassroots level.' Gram' Panchayat
schemes which mvolve only one GramPanchayat; are
entirely done by the (}ramPanchayat, Panthayat~amiti~s
, 'execute schemes involving more than one-Gram
Panchayats. Schemes involving more than one
P~nchllyat Samity and of district importance are
executed by the Zilla Parishad.;As our concept is~to
develop three-tier Panchayat System as a full '
fledged local government;. we are conferring' more and
more power. to the PanchaYat; As a matter ofJact:the .
three -tier Panchayatsystems; are .be,ing entrusted' to
impleinentalldevelqpment schemes in ,theirrespective
areas. They are also beinginvolved.in planning process,
From the first year'of theSeventh"Plan, District~nd
Block-level Planning Co-ordinationrCommittees ~ad
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DIstrict Planning, New Technology
& Panchayati Raj

Dr. Yoginder K. Alagh

We have made a commendable headway in technological development
which is now beingput to a much wider use for agricultural growth and
lor various agro-basec industries. Dr. Alagh, Member Planning
Commission, . a noted economist, and an. established expert on
agric.ulture, 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 7thPlan. He
holds the view-that a streamlined research system would go a long way in " ,
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
al/jo begiven to land r~fornis. His argument is that redistribution of land
to.those who till it, and security ottenure are important preconditions to
improving theproductivity of land and employment in'agriculture. This, .
in his. view, is both an' organisational and political challenge. He
cautions .that the problem of rural poverty and unemployTnf!nt, massive
and complex'as it is, can hot be solved.by one single strategy. He suggests
that a comprehensive development strategy ought to be designed which
can' ge,nerate stronger trickle-down effects .

.
T.ECHNOLOGICAL SUPPORT FOR RURAL
.' development r~quires first, technology backup to a
process of. widespread. .agricultural '. growth,
. org~nisation of delivery systems for different inputs
along modem lines and efficient procurement and
proCessing .ofagricultural sector in rural areas. This

will have to be ,organised in the context of spreading
agricultural and .rural growth and employment ili'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'
~pproach will work. Regions like the Punjab and

r"'''''''''-''~-'-. -. ---.-.--..-.------:---.....----'-- ,.-: --"-~'-- .'~ -' "--~,-"''''--"-.' -. -.- -
,'0:; '\ /('" ,', , \,\"., " . r' '(> ,'r'~'"r-"" (rr"'\'\:~iJc•...0
;:.-'A~ . :<~:,:.~.~,_;A.\J)\~'.I';:})/,. ,_ri<\b;l~U;s) (
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"If )'arious leakages are to be avoided, it is necessary
to revive and revitalise the Panchayati Raj institutions
(local self.Government) as a means of enlisting
requisite public cooperation and support for
programmesor grassroots development."

the drought last year, '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 layout, plan~ing construction of
missing control structures and, if .necesslM)', an
operational plan for consultancy services. The Central
Water Commission is'moniioring eacliproject and
there is now definitely an increasedawarene~s of the '
need to implement schemes which. provide for, more
effective water deliv.ery at the .field level. Similar
techniques have be~n applied to, 77 command area
,dev~~opment projects for which additional funds have
been provided in the Special Action Plan. It is hoped
that this feature of irrigation planning, namely, "a
relationship .,between targeted expenditures and
benefits ootin terms of "irrigation. potential" ,)~ut in
terms of ,number of waterings to the field' in a crop

Haryana will now have to plan for some of the most,
technologically progressive agricultural systemsona
globai 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 economy will probably
need approaches of the "natural farming" kind
eKperimented with by Fukioke. It may be recalled
that, if we. start in eastern Bengal, say tn the District
where Ta.gore sang the immortal music arid 'move
through' South Bihar, Western Orissa and .the
Chattisgarh region, into the tribal districts of Western
Maharashtra, (while the, geographer calls thi~ the
"resource region"), paddy yield here <>nan average 'is
less than one ionne/hectare and if 'Ye can even :raise it
to two tonnes, we would revolutionise. the Indian
economy. Similarly, while in some areas the need will
be to bu~ld up basic communication, marketing and'
delivery sy'stem infrastructuro, in others the quest for
effiCiency through improveqtents in available facilities
and better use of them will have to be relentlessly
followed.

Land augmentation and land development strategies
will need to be closely looked at in the Seventh ,Plan
and the planning methodologies discussed earlier
scrutinised in this conn6ction. Questions of more
effective use of water are' extr~'mely important and
,lead to interesting planning choices. It is important to
emphasise that the choice avaifable in' terms of
potential investment decisions to control and conservE'
water application is extermely large. The following are
illustrative of some of the major choices:' ,
(a) Imporved regulation of main canal and branches season,' will increasingly become a normal feature of

to reduce operation losses. Complete auto'mated Indian irrigation plannir:tg.
operation being one extretbe; Delivery of ground water to the Indian farmer is

(b) Lining of distribution systems at the tail-end upto another important area of priority. By now the
different levels,' i.e. lining of branches, lining', hydrogeological survey of ground water potential in
upto 100 cusecs or lining upto 8 hec. leveli' th~ count,ry is, nearing completion. Accelerated

(c) Improved operation techniques of the total programmes' of t!lbewell construction and extraction
system including better hydrological studies and ,have been identified in selected districts in the country
careful design of storages at different levels of the 'and funds provided, in the Special Action Plan. The
'conveyance' system 'and conjunctive use with next round of problems have now to be anticipated.
ground water. In addition to reducing losses, this 'The Central Ground Water Board and the National
would also introduce considerable flexibility in Institute of Hydrology are conducting six studies of 6
irrigation planning, which may become important prototype aquifers for safe and efficient ground water '
particularly in large irrigation commands where extraction policies taking into account the la~d "and
the cropping conditions are of diverse type and water ~balances and the quality characteristics of
cropstress requirements differ. Such ground water. More generally, it needs to be,
, moderniSation schettte will' be expensive and will' appreciated that a number of studies are now showing
need to be selectively pursued and we ~ed to 'the working of ground water markets in the country.
work out. principles 'to evalVate such choicesiil The farmer has shown that, he is willing to pay, for
alternate agro-~onomic regimes. ' reliable supplies of water and ground water

irri,~1ion-advancement programme ievelopment policies which take into account the
There is in the la~t couple of yearS very high existing markets for such 'water and increase the

operational ,stress on water delivery systems to the 'supplies of :water, ensuring its availability at
farmers. An irrigation' advancement plan for reasonable prices to the. farmer, should be 'a major
completion of ongoing pro),ects was implement~d in 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.

PQlicies which provide. finance bna 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 dfort is required
~ through standardisation and research in upgrading the
'. energy efficiency of available pumpsets.' Some
experience has been gained in the Centally sponsored
projects on energy efficiency improvements in
irrigation pumpsets, ~ut substantial pr~ress remains
to be made. Product development centres which
encourage more widespreaq .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.
is improved supply of agro-mechailical equipment anG.
artisan skills and experience exists for better
IIlail1tenance .

"As agriCUltUral. productivity mcreases and farmers
are assured of remunerative price,. the incomes
accruing' to rural agricultural faJiillies is bound to
increase and consequently generate greate~, demand in
the secondary and tertiary sectors." .

/ D~velopmem of gro~nd' water ~n~. watershe~'
. development' are very Impbrtant pnonties for the
national economy. Watersh~d. development in

~ particular. IS 'a concept on which emphasis has been
laid recently. A number of exp(friments are presently
underway., There are' the . Centrally Sponsored
Schemes. In a few States, externally aided watershed'
projects are in operation incJuding W9r1dBank,
European Economi~ Community (EEC) financed and '
bilaterally - financed. projects. Indian Council for
Agricultural Research (ICAR} is also emphasising
agricultural development on selected watersheds.
Finally, some ~ery ~xciting 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 bunding, check. dams, land,levelling and

. diggi~gof' percolation tanks and soil conserVatiqn
work is lower than that in official projects. Also

r voluntary' agencies have interesting proposals' Of
integrating roraldevelopment schemesllke NREP
'RLEGP and IRDP with watershed developmen'
schemes. Finally, groups like the SPWD and the Pan;
Panchayat of Vilasrao Salunkhe,' lay considerable
emphasis OR contribution from the farmers' and
beneficiaries and this is of very ~gh impartance.

YOJANA, Jmluary 26, 1989
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Detailed studies are now showing the .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 levelirig, micro water harvesting.
techniques and approperiate organisc c~ver 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 substantiall}
accelerated. Alst) '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 if.
irrigation projects, soil conser/ation schemes in the
State Plans, National Wasteland Development
Project, etc. Many of these schemes overlap and it is
important that they are integrated into ~ single scheme
with a major focus on delivery of end results, i.e.,
Improved land management and land' development
with the participation of the local communi~y., '.

delivery system reforin
The .Task .Force 011 the Special' Foodgrains

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. manufactur~rs 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 benefit ~traight.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 an'; delivery
system reform. In delivery systems, already policies
have. been devt()oped for sectors like seeds of selective.
support and technological upgradation'. The new seed
policy has been generally welcomed, but there has
.been some ill-informed comment. Fi~t, the policy
does not allQw,for import of seed for self-pollinated
crops like wheat an~ paddy, where our own strengths
are great.~ Second, in crops like hybrid millets and
oilseeds, the 'best available germplasm can~ be
importe51 for development by Indian seed producers,
whetlier 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 quara~tine laws. Once import is.
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The institutional setting of Indian agriculture has to
be thought of not only' in terms of improved delivery
of land' augmenting resoilrces like water, seed and
fertilizers, particularly to small' farms, ,improved
agro-processing and marketing techniques, but' also of
land reform. Redistribution of land to those who till it
and security of tenure are important preconditions to
improving the pr~ductivity of !and 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 availa:hle suggest that

certain structural changes have set in in asset holdings,
employment and labour market in rural India, due

phase, from its earlier "favoured crop-region" pattern.
The new agro-processing technologies also have

many land, saving properties. With proper 'control, .
more value added can be extracted from the same land
based raw materjal or 'energy input., Also since
improved agro-processing technologies .involve
recycling, they have fewer ,adverse environmental
consequences. A large scale fully instrumented sugar

" factory can..reduce coversion costs of sugar by over 40
per,centtover a traditional plant. Ne,: paper plants are
not polluting. . ' - .

land to the tiller

The delivery ,of agricuhural credit is providing a,
major challenge for technological upgrada.tion for
agricultural and rural development in the next phase. '
NABARD lias 'developed a scheme for providing 'no
overdue covet' for primary credit' societies. This
requires concerted ~ftion between the cooperative
movement, the State Governments,' the financial

.institutions and the Government of India. The,
purpose of the reform should be 'to ~ee to it that it is
the,' individual defaulter, who is penalised and not a
cooperative society, so that the credit line is kept open
and can vibrantly meet the requirements of expanded
production in the agriculturill and rural sectors; This .
will also requir~ firmness against wilful default sectors.

'allowed, tariffs have'beenrationalised to benefit the This will also 'require firmmess against wilful default
farqIerthrough cheaper' prices. He will also benefit. and a measure of ingenuity in organisational reform to
through competition of alternative delivery systems. meet the rising genuine needs of rural credit.
Finally, the ICAR and its agencies will experiment, '. price support operations,
with all seeds grown ano the media will be used to An aspect of Indian agriculture which needs' to be
inform the farmer of the quality characteristics of the more carefully studied is 1hefact that some dryland r.l

seed. Such policies which encourage upgradation, agriculture regions are showing 'relatively high value
based on the best available techniques and build up of added per worker. Thus after Punjab and Haryana,
long term domestic (apabilities, will be devised ,for States' \ike Gujarat and K:unataka which have very
other sectors like nutrient deliveries, agro~mecnanical fowirrigation intensities are showing relatively high

technologies and the use of newer materials. New value added per' worker. Thes.e regions have benefited
materials will 'require to be' introduced 'in the from concentrating on "high valued" crops. aehind
agricultural sector. An Action Plan is being,' these "trends" however, is probably organisational
implement~d for 15 districts for the use of ,plastics in and institutional systems, which have 1ed to successful
canal ,lining, water conservation, ~gricultural commercialisation of agriculture including relatively
packaging and modern water delivery systems and successful cooperative marketing systems. Improved
green houses. . • price ~upport opera~ions for commercial crops and

technological back-up for ag~iculture . strategy of reducing the uncertainty ?f dryland
The GVK Rao Committee has suggested a major 'agriculture and internalistng the bettefits of the

reform of the agricultural research backup. support for' available technologies. These policies will have to be
Indian agriculture. It is suggestedthat the ICAR must . an important part of the .overall strategy as Indian

, be run by a fully prof~ssionalised governing body. This agriculture moves over to a more regionally 4iversified
would require that the Council be given much higher .
ad.ministrative and financial autonomy. Also the ' "."An interesthig feature of the work of some of the
Committee has suggested streamlining of the Council voluntary groups is that the cost estimates of features'
headquarters with high incentives to the scientists to I"k 't b d' h k' did I II"' d
work in the ICAR institutes and fieldprojects~ I, e ,con our un I,ng, c ec ants.' an . eve, 109 an
P. .. h b ' I I' 'd 'f" d.' d', dlggmg of percolatIon tanks ,and soIl conservation work

nontIes ave to e more c ear y I entI Ie an 'I th th t' m' I' 'ts " ... '. '. .' IS ower an a 10 0 ICla proJec ,fmanclal support gIven fora more streamlIned and
learner' research system. These are important
suggestions and. if judiciouslY examined and
implemented, would go a far. way in releasing !he
tremendous potential energy available' in,' the. Indian
Agricultural Research establishments for resolving the

,nation's agricultural and rural development' 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 Agricultural Universities and the primary
emphasis is on optimal land use .and scientific
technological backup for agriculture in the differing
agro-climatic regions of the country.

\.
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mast plausibly ta the pattern' .of agricultural grawth
that has taken place. While'na,perceptible'change is
.observed in the distributian .of .owned land haldings,
tlie technalagical and .organisational factarsseem ta'
campel augmentatian .of .operated land in the ca,s~ .of
small and large halders and leasing .out .of the very
marginal haldings.' Thus, a large number .of marginal
holders are becoming available' for and primarily
dependent .on wage labaur. Further evidence fram
some areas, particularly, the agriculturally faster
grawinganes suggests that regularity' .of farm
employment has incre,ased averthe periad as a result

/ .of rise in crapping intensity' and emergence .of wark
allied ta agricultur~; this has meant langer term, mare'
.or less regular emplayment, far same as against shart
periad emplayment far many.
The abave changes' in the structure .of activities,

labaur farce and emplayment in the rural areas. need
ta be clasely watched from the viewpoint .of the
strategy and prqgrammes far' rural 'develapment,
emplayment and equity. In particular, the

Far all these reasans" the time has came ta integrate
these pragrammes, including pragrammes far sacial
services, inta the framewark .of camprehensive lacal
level planning. As part .of strengthening the local level
planning capabilities,' the technical expertise of the
rural development administration at all, levels' will
need to be upgraded. If variaus leakages are' to be
avaided, it is necessary to revive and revitalise the
,Panchayati Raj institutions [lacal self-Government) as
a meahs .of enlisting requisite public caoperation and
support far pragraq:tmes .of grassroots development.
There area number of examples of outst,mding
integration of programmes. Instances come to mi,[d
both afvaluntary ,gencies as' also of dedicated
.officials. In ~atersheddevelapment areas, sail and
cantaur' bunding has been dan.e thraugh
NREP/RLEGP pragr/lmmes and .saplings purchased
thraugh IRDP pragrammes. In Fishery Pragrammes,
NREP funds' and resaurces have been used far
deepening fish ponds.

industry in rural regions

Anather key element in the strategy far effectively
"PriOriti~ have to be, more clearly identified, and tackling the, prablem .of rural unemplayment is
financial support given for a more stream,Uned and 'aCcelerating the tempa .ofrural industrialisatian. There
leaner research system. These' are important is by naw ,a fairly dramatic shift taking place iQ the
suggestions and if judiciously ,examined and structure .of the labaur farce .of' the Indian ecanamy.
implemented would go a far way in releasing the The sectaral campositian .of the labaur farce, which
tremendous potential, energy available in the Indian had ,remained canstant at araund 73%, is now
Agricultural Researchestablish •••ents for resolving the. changing. Thecanstancy .of this rate had been
na~on's agricultural' and, rural develop!!,ent emphasised in a plan ,"acument in' which the
problems." employment chapter was widely attributed ta the late.

Praf. RajKrishna. "It is a histarically unique fact that
ptagrammes shauld take account .of the twa impartant .over the last six decennial Censuses" ip spite of
changes; .one, increasing need ,ta emphasise wage impressivedevelapment .of the large-scale
emplayment an a regular basis as mare peaple are manufacturing and infrastructure'sectars, the share .of
naw laaking at wage labaur as the main rather than a agriculture in the warkfarce has nat diminished at all.
supplementary means far livelihaad; and twa, the It wa 73% in 1921, 73°{oi~ 1961 and 73.8% in 1971.
passibilities .of rendering, the, ,nan-agricultural, The figure far 1971- is in fact slight higher than far
particularly the manufacturing activities in the rural 1961. In almost aIr countries, econamic develapment is
and semi-rqral areas, econamical. and dynamic" as assaciated with a, significant decrease in this share.
increasingly larger 'number .of ,rural warkers wauld Even during the decade 1965-75" the share declined in
have ,ta laak far praductive emplayment .outside 13 Asian countries. But in India, fairly rapi~ grawth in
agriculture. ' the nan-agricultural sectars in' the last 25 years .of'

. .' local ievel ~anning planned' develapment has campletely failed ta make
GiVen the magnItude .of rural paverty and' any naticeable impact an the industrial distributian .of

unemplayment,."ere is nawgeneral agreementin the the warkfarce. The latest figQres, hawever, shaw that
country that' large scale' emplayment schemes and self there has been a dramatic change in,this canstancy .
.emplayment pramatian, pragrammes have ta' be The share .of male agricultural warkers dependent an
accepted .as an integral part .of .our long term the agricultural sectarhas fallen fram 83.23:per cent in .
development strategy. There is alsa agreement that 1972~73(NSS 27th Raund) ta 76'.8 per cent in 1983-84
the mix .of the twa sets .of programmes cQuld be varied (NSS 38th Raund). As agricultural productivity
depending an specific circumstances .of each regian or, increases and farmers are assured .of remunerative
black. It further appears that if a ~arge number of price, the incomes a~ruing ta rural agricultural
beneficiary-ariented and area develapment families are baund to increase Jlndconsequentl'y
pr9grammes, have ta be .operated in isalatian, the generate greater demand in the secondary and tertiary
results will nat be. canducive ta .optimal use .of sectars. The rising rural agricultural incame can
'1vailable scarce resaurces. .• .. .sust~in indus(rialisatian which effectively absorbs the
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surplus agricultural labour, if sufficient infrastructure - the value .added-of agricultural produce as well 'as
and input facilities are provided iil selected rural make available goods and services required by
areas. Mere provision of credit may not be sufficient agricultural families in rural areas.
to start process of rural industrialisation. Sp.ecial
.attention needs to be focussed on aspects like. training .The problem of rural PQverty and unemployment is .)
the rural people 'for appropriate skills, providing indeed both massive and complex. There are no easy
marketing assistance, choice of projects which are ways in which it can be tackled. No one strategy will
viable, technical assistance bothat the stage of project give the desired resuits. The overall development
implementation as well as in sorting out probleQ1s strategy. ought to be so designed that it promotes a
after the project has gQne Qn stream. OrganisatiQns vigQrQus grQwth of the eCQnQmywhich can generate
which can backstQp such' effQrts whether in - the strQnger trickle" dQwn effects,. cQmbining it with
cooperative Qr in the private sector, will need full carefully worked Qut target-Qriented programmes.
support, Financial institutiQns can play a majQr role A .new dimensiQn proposed to' be adQpted in our"
and are therefQre. involved in the agro-climate planning needs a mentiQn. in this cQnnectiQn. At the,
planning exercise to SUPPQrt agro-based instance Qf the Prime Minister, exercises hilVe.
industrialisation. A number. of exciting changes are cQtnmenced to prepare agricul~ural planning strategies
already taking place. PQultry, ,fQr example, is a very at the level Qf 15 agro-climatic regiQns. CrQp planning
fast expanding sectQr. The feed/output .ratiQ in the and technQIQgical SUPPQrtcan be planned in detail at
organise4 poul~ry sectQ' is shQwing dramatic this level:. AlsO' nQn-crop agricultural sectQrs like .
improvements. If we can.prQduce more meat/eggs with anitnaJhusbandry, fQrest development, horticulture
'Iess feed, more gra~n is left fQr human cQnsumption . and fisheries can be planned at 'this level and
If, as is rePorted, the feed/Qutput ratio in poultry Bas integrated with a prQgressive and dynamic
gQne dQw!1from say 2.6 kglkg of meat to 2.18 kglkg Qf agrQ-prQcessing sector . This kind Qf planning will give '
meat,Qn an average we save mQre than 50 calories per additional dynamism to' the agricultural sectQr.
head Qf the pQpulation per mQnth. As is well knQwn, ImprQved planning machinery of the kind discussed
these kinds :Qf changes are' pQssible Qnly by ab~)Vewill have to' be integrated with the' Panchayati,
computerised. techniques of breeding, pQultry health ....Raj .set up being discussed. The Chief Secretaries'
and integrated management. The essence Qf the Conference has considered the recommendations of
matter is to use mQdern technQI6gy for input backup the meetings of Collel(tQrs arranged by the
and output prqcessing and to' SuppQrtthe small' Department. Qf PersQn,!el. These views as also the
producer who uses his own labour, with suchbacltllp. recQmmendatiQns of the CAA~D CQmmittee; under
The concrete details of a large programme will need to the chairmanship of Shri G.V.K. Rao are at an
be wQrked QUt. A successful rural industria advanced stage of cQnsideration ..The Eig~th Plan will.'
lisatiQn pro~amme should, aint at increasing be a period of major dev~lopments in this area. 000

"i";,

"Redistribution of land to tho~ who till it and security
of tenure are important precondi:tions to improving the
produ~vity 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 mput support."

•

..
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Panchayat perestroika in
~Andhra Pradesh

Karnam Ramachandra Rao

The author" who is Pa1JChayatRaj Minister'in Andhra Pradesh,.~here
highlights in detail the Mandal system under Panchayat Raj as
introduced in _theState recently, based on the recommendations of the
Ashok Mehta Committee. This, he' claims, became necessary as the
Pdnchayat Samithis, .constituted under the:earlier system, belied all
hopes of promoting comprehensive rural develOpment. 'Beclluse',he
'laments, 'lack of coordina,tionamong the different agencies, unwieldy
management, excessive-importance to power arid prestige at the cost of
service to the people and' weak financial base contributed to, this
deterioration which C1'(!ptinto the system; , .'

. '

, A NDHRA PRADESH IS ONE OF THE, "programmes like construction of toads, drinking water
~OINEERING STATES in the ~ountry in intra- wells,' school buildings, 'Primary Health Centres,
ducingthree-tier system of Panchayat Raj. It was Panchaylit' Chars, etc., UnfortUnately, the initi~
introduced in the State as early as November 1,1959 as enthusiasm shQwnfor this prognUnme did not last long.
pet the recommendations of the 1957 stUQYf;eain or, ~ Though the Panch8yatRaj ~ystem is envisaged to usher'
community projects and national extension services ' in Qram Swataj as visualised by the Father of the •
headed by Balwant Rai Mehta. This sys.temhad a good, N4tion, Mahatma GaJidhi, for making local self
start and p,oples' programmes were taken up in right Government units self-reliant and self-sufficient in all
earnest and liberal public contributions were offered in respects, the objective has not be~' achieved to the
cash and kind for taking lip community welfare extent desired.
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finances
To improve the finimcial po~ition of ~andal Praja

. Parishads Government has made provisions .allowing
the Mandai PrajaParishads the, following functions:

new panchayatl set-up
In the reorganised system the President of the

MandaI Praja Parishad and Zilla Praja Parishad is
elected directly by the registered voters in the MandaI
and-Z-iUa-ori-Party basis. To provide opportunities for
all the communities and backward classes people a
. reservation of 15% is made' for scheduled castes, 6%
fo,r.scheduled tribes and 20% for the backwards castes.
A provision of 9% reservations is also made for women
Presidents of MandaI Praja Parishads. SiInilar
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 MandaI
Praja Parishad care is taken to see that if the area of the
.MandaI 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 represe~tative of the scheduled caste or
scheduled tribes or backward caste or minorities or
women for each standing committees.

brougnt in a new legislation called the Andhra Pradesh
"MandaI Praja Parishads, 'ZillaPraja Parishads and Zilla
. AbhivrudhiSameeksha Mandals; etc. Act 1986 by
repealing the Andhra Pradesh Panchayat Samithi~ 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 MandaI Praja Parishads
, and 22 Zilla Praja Parishads have been constituted with
effect from tlie same date .

It has been felt that the delivery system at lower
spatiaJ levels for socio-economic development for the
last two decades calle'd for radical review The Andhra
Pradesh (.t>vernrilent. has, therefore' d~cided to
reorganise ,and strengthen the Panchayat Raj setup for
bringing the administration nearer to the' people and
decided to usller in MandaI set-up in the light of the,
recommendations of the Ashok Mehta Committee on
'Panchayati Raj I~stitutions (1978) set up by the
Government of India with a modification that the Gram
vpanchayat "wiIiremain at' the g~assroots level. The
Mandal set-up is proposed to usher in smaller unit.s of
administration both for regulatory and development
administration. A MandaI has been proposed fot a
group of villag~s with population ranging. between
35,000 and 55,000 with a suitable relaxation in the
norm for backward and tribal areas.

hopes belied
Under the earlier system, the Panchayat Samithis are

entrusted with the responsibility of implementation of
all Rural Development Programmes which are ta~en' 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, animal husbanchy,
.cooperation, communication and industry, ete:; but in
the course of time thes~ hopes were belied. Lack of Co-
ordination among the different agencies, .unwieldy
'rilan~gement, excessive importance to power and
prestige at the cost of service to the people and weak
fmancial base contributed for this deterioration which
crept into the system ..Parallel institutions promoted by
. the Government from time to time also 'Caused damage
to Panchayat Raj system. Another important reason.for
the decline of Panchayat B.aj institutions was that the
deve.lopment activities instead of flowing. through the
Panchayat Raj institutions were channellis~ci thr~ugh
parallel agencies like Small Farmers Development
~Agency, Drought Prone Ar~as Programme now called.
DIstrict Rural Development Agency, Integrated Tribal
Development Agency which were-not brought within the

. purview of the Panchayat Samithis and Zilla Parishads.
.The' Panch:yat Raj institutions were ignored and -by.
passed .and "parallel agencies. were created for
implementing some of these vital programmes meant
- for rural deyelopment.

the. ,reasons

It must also be conceded that the domination of
Panchayat Raj bodies by the rich and the upper castes,
respiting' in the denial of benefi,ts to weaker sections,
was another factor for its decline. To provide succour
and benefits to weaker sections it became neoessary to
start specialised agencies like District Rural Develop-
ment Agency, Integrated Tribal Cooperative Finance
Corporations,' etc. . -

Ignoring of the Panchayat Raj bodies in plan
preparation such as five year plans and annual plans,
and unwieldy nature of the blpcks was yet another
factor. The block as' a unit of plaiming -and ,lor the
purpose of the .implementation .of all ~ural Deve~op-
ment Programmes have been found unWIeldyespeCIally
for the purpose of implementation of anti-poverty pro-
grammes ..The common man found it difficult ~oreach
Samithi' Headquatters frequently for' gettmg the
services Ofextension staff ..

In tile 'course of time~ pQwer politics dominated the
.Panchayat Raj institutioDsand thos~ institutio,?s
started pulling in different directions whIch resu~tedm
lack of coordination in their activities, and In the
process the real objective was lost.

panchayat perestroika!

With a view torestructluing thePanchayat Raj set up
in the State, the Government:~f Andhra Pradesh have

46

(a)
(b)

(c)

.(df

Levy taxes. surcharge of feesj
To levy. contribution from the Gram
. Panchayats; . .
To get annual grant of Rs. 5 percent from the
State Government,
T9 get funds relating to schemes transferred
by the Government; and
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(e) To get a share of income of the fOrIner District . development activities of all the departments in tl!te
Boards. Districts and also reviews any other matter that is

referred to it by the Government.

special features

people's involvement

It would be seen from the structure of MandaI Praja
Parishad and Zilla Praja parished 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 MandaI
System did not influence most of the States in Iildia.
However, Andhra Pradesh accepted the Mehta report
and constituted a cabinet sub-committee formed by the
State Government. TQis 'system is under implementation
now. By introducing the. Mandai 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 providing basic educational facilities to the illiterates
to develop awareness leading to betteI\ln:e. This MandaI
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 simple
window delivery system ofall financial assistance in the
co-operative sector and introduction of 'Rasthra'
Karshaka Parishad at Mandai levels, will provide
enormous impetus to the Mandai Praja Parishad to
provide relief and economic benefits. to all the people. .
This system, it is hoped, will reduce sociaHensions and
economicindebtendness among the rural people. It will
also help in speedy clearance of employment schemes ••
for the unemployed' as well..

. MPP & ZPP set-up

, The co~position of Marida1Praja Parishad is in such
a way that the Sarpanch of every Gram Panchayat is an
ex-officio member of the MandaI Praja Parishad. The
M.L.A., representing a constituency which comprises
the Mandai becomes a member of the Mandai Praja
Panshad. If his constituency covers more than one
Mandai he can choose his MandaI. SImilarly, a member ' 'Some of the speciai features of the Mandai, Zilla
of Parliament-Lok Sabha, or Rajya Sa~ha- can Praja Parishad syst&ms, included !eservati~n of. sea~s
choose a mandai of his choice. ' for Backward Classes and Women for the frrst time m

,India:' Again, for the first time in India there is a direct
TheM.L.A.' s and M.P.'s have a right to participate in eJection to the posts of Chairmen or ZPP's and. of

the proceedings'of any other Mandal Praja Parishad M.P.P.'s. The Act also provides for an anti-defection
which falls in the territorial jurisdictions of thescclause which will prevent all kinds of horse-trading:It
members. However they shall not be entitled to vote at also 'provides for, election. ~f one" repr~s~ntative of
such meetings. No M.L.A. or M.P.ispermitted to hold minorities, linguistic or religious, for election to the
duel post of M.P. or MandaI Praja.Parishad or Zilla
Praja Panshad. Within 15dayS'from the date of election MandaI's andZ.P.F.' s.

, to these bodies they have to choose either of the posts. The ~reation of revenue Mandai and decentralization
of-administration, will help the MandaI system greatly.

standing ZPP committees' because most of the Government functionaries of
There are 6 ' standing.committees-Jor Zilla ,tpraja.,Revenue and Development will now be availa~le at the

Parishad~' Th'e ;~~qih'g 'bmnm~ti¥e.'N~ 1'-,~,~~~s,\ ~~~~,~:~~ifa~t~~~,a~uarter leve.!providing lot of rehef to the
development actlVlties'such .a" plannmg,:'trl'lg~hoP!';'Beop'le:~j' ,~ '" . '.
animalhusbar:dry" co-op.eration, indu~try;,etc.,~he'" .! fli~~ew~'M~dgl System of d~centralization of

. ~econ?' Sta~dmg Co~nnllttee. deals . With e~ucatio~ administration is taken up with a trUe spirit of service
mc~ud1pgSOCialeducati0ll: Jll~dlCalre~ef, ~bhc~~al~h, ~ .•to~the~people,_to .the.under..privileged _fo~whom this is '
dramage, -'~tc.--The-'-Third Committee deals With really meant. It is hoped. that v,nth this new Mandai
communca~on,roral wa~er liupply, powers,. etc., and the A~nistration the basic ame~~ies a~d facilities of day-
6th 90mrmttee deals With fmanc,es,taxatIon, etf. to-day life of the poorer secji0ns Will ~e met ~nq the

The Zilla Abivrudhi Samiksha Mandali reviews the . local units shall enjoy.7~omy in ~err functIomng.~
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Similar provisions have also been made in respect of
Zilla Praja Parishads to improve their fmancial .
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 Paris}\.adSand 60.per cent to the Panchayats .•
Gram Panchayats would be perprltted to raise loans
from various financial institutions for construction of
commercial compl.exes' which would be a permanent
source of income. It was also decided .that income from
the collection' of minor 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 Zilla Praja Parishads. It was also
decided that'income under social forestry programme
would be shared by the Gram Panchayats and Mand,al
Praja Parishads in the ratio of 60.:40. percent. The
MandaI Praja Parishads, woqld all!i0.be ~ven p0'Yerto
review programmes under tqe departments of fishe~es,
marketing, irrigation, social welfare, health and medical,
agriculture and cooperation.' Each Maridal is being
provided with the STD phone. vehicle etc., and the
MandaI President is being treated on par with Member
of State Legislature.

..



Qual~ ..Technology.Innovation.
Ebarat Electronics' new 3-pronged identi1J1.

A company synonymous with the state-of-the-art in .
electrOnics. we are now poised for accelerated growth."
Through a series of new initiatives.

Starting with our vibrant new' symbol;' EmbOdying 'our
commitment to excellence. on many fronts:

Qllalil)iin all ou~activities.

Tedanology %ur products and production processes:
Innovation in. our R& D. for. greatet selj-reliance

"- ' . . ~
This is the thrust our new symbol represents ... ushering

in an exciting future. taking off on our dynamic, present

'.
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Decentralisation of planning
thro'Panchayati ,Raj

Prof. Kamta Prasad

The role ..ofPanchayatf. Raj institutio~ in the States where ~ are
working is o!,-lyperipheiq,l, says the author. Because these institutions,
he obseroes,have very little involvement both inplanning and in selection
, of IRDP beneficiaries or in sanctioning the' schemes under NREP.
Reason? According to the author" 'Qplanning framework which assigns
an insignificant and purely subsidiary' role.tO the aU-powerful
bureaucracy is not likely to be effective under thepresent circumstances.
It is, therefore, expedient toproceed gradually towards the ultimate goal
of transferring all plqnniT)g functions to panchayats within an agreed .
time frame, say,~adecade or two at the most'. To achiev~this o.bjective,
,theauthor says, 'it is necessary toput more~emphas,ison theparticipative
approach by a restructUring of the district planning machinery' .

•

rpm. PANC!fAY~TI RAJ IN~TITlJTI~NS .(pRI)
have been m eXIstencefortJ,ulte. some tlme'l,Il our

country. However, their working has never been
satisfactory .. They have not been. endowed with the
necessary powers and resources. Even elections to
these I;>odieshave' not been held regularly. Quite of~n,
, the batHes have r~mained superseded for long periods
of time: Boththe politicians in the government as wellas
bureaucrats regard them~s rival centres of power and
hence tend to adopt a step motherly attitude towards
them. 'There is nothing in the Constitution of India to
P!event them from this smce the reference to Panchayat

-P." u ••• _., ~_ •.• __ "~ ,-_., .~ __ ,- ~ _ ~_ ._ ,._ ~_ ••• _,._,_. '_'v

i' •

:~'\,~~::~J.<L.,~'J/i\\\11)\~t.'~:~
'--.~~ ••• ~--- •••• -._- > ---

, .
YOJANA, January 26,1989 '

'made there (Art, 40, Part (IV) comes under the
,Directive Principles of State Policy and, ther~fore".is of
not much operational value.' Consequently, ther~ 'has
been a gradual decline in their status and effectivEmess,
more rapid in some states and less in others.

past expe,rience-a peripheral role in planning

.Planning has, no doubt, been mentioned as one of the
(unctions 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

"j :-;---,
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centralised mainly at the national and to SOlneextent
at the state levels. Some part 'of the re~ponSibilityin th~
local level planning of the Integrated Rural Develop-
ment Programme and the National Rural Develop'ment

, Programme has, no doubt, be'en assigned to the PRIs in,
recent years. Thus, Gram Sabhas or village assemblies
,are, supposed to be as"Sociatedat 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.
Howf'lver, in actual practice, the village council/Gram
Sabha has, not played any .important part in the
selection of the mDP beneficiaries. Quite often, it is the
heads of the village and block pachayat institutions and
some influencialvillagers who are taken into confidence
for this purpose. In the. case of NREP, the panchayats
have no role in sanction of the schemes.. .

the experiments

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:
W~st Bengal is another state which has also taken
significant steps in this direction in recent years. How
far these, experiments will succeed, only future can tell.
However, in some 'States like Gwjarat, Mahanishtr8,
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 iilstitutions for
district level planning have been established. Known
by different names in different States, e.g., District
Planning Board, District Planning and Development
qouncil, etc., these bypass the PanchaY!lti Raj
Institutions. 'These are essentially bureaucratic
organisatio'ns even though some representatives of the

, public are associated with them. Elsewhere, even this is
lackin'g. Thus the role of the Phnch~yats so far in the
Planning process have by and large been negligible or at
.most peripheral.

the potential

The above situation sl)ould be regarded as most
unfortunate in vjew of the widely felt need to
decentralise the planning process. During tJie last Jew
months, the need for decentralisation of planning has
been advocated repeatedly by no less a person dum 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
Mandai, block .or. district,' people's participation in the
planning proc~ss 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 19 the Pancl)ayati Raj institutions.

. people's participation

,People's participation, in planning through th~
panchayati raj system is expected't6 result in better and
more efficien~plannhig because the local people have a
better perception of their needs and better information
about local resources. Besides, they have ~ better
awareness of possible linkages of different activities '
within a village as well as b~tween neighbouring
villages. Such participation in planning has the added
advantage of raising the level of people's consciousness
,of their rights and responsibilities, which inturn would
tend to facilitate soc\alchange. Involvement olthe
panchayats, in the planning process may also provide
the local people with an opportunity for advancement on
the bas~s of self-help and mutual cooperatIon" thus
,augmenting developmental effort. The active involve-
.merit of Panchayats in {he planning process would be
specially useful at the stage of f()rmul~tionof objectives
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 arid location' of
schemes of;' local importance, 'in monitoriIig and
evaluation of projects/programmes," as well ~s in
collection of reliable data and information.

."Bot.h the. politicians in the governmen't as well as
, bureaucrats regard them (Panchayati Raj Institu-
tions) as rival centres of power and hence tend to
adopt a step moth~rly attitude towards them.
There is nothing in .the Constitution of India to
prevent them from this".

Panchayats should, of course, perform these roles not
alone but with the help'of local level bureaucracy as well
as experts. Thus statisticians will still be Iieeded to
cross check the information collected by people or their
representativ~ 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
nt:cessary 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. Before
deciding on specific projeds or schemes, it would be
better if the panchayats 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 demarids from a narrow- .
local perspective.

, bottlenecks and sugge.;tions

There are '.several resons why the panchayats have
not been gi~enthe 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
been a general reluctance to decentralise powers, and to
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deviate from 'the age old centralised administrative the area as' a' whole. The unproductive nature of
system. However, the unwillingness to hand over spreading- resources thinly over wider areas should be
greater powers to the panchayats is often sought to be brought. home to them. Another r~medy fo~ this
justified on twin considerations of equity and efficiency, pr~blem lies in evolvi~g .a blo~k level five-ye~r plan
In respect to the first, it is said that the public is not a whIch has been a mIssmg, element so far mour.
homogeneous entity. It is comprised'of groups that often decentralised pl~g. This will give an assUrance to.
,have conflictj,nginterests: some.groups m:e'morepowerful those Panchayats which may not be getting scheme~ in
and: articulate and some less so. The weak and the .. any current year that their turn willcome later on within:
underprivileged'comprisethe majority.~ut they are afraid . five, years. This will r'educe the pressure for equal
to speakout beforethemorepowerfulminontyconsistingof distribution ciffunds eVElryyear, The block plans should
bigger landlords or persons withmuscle powerwhotend to specify an order of priorities with adequate justification.
dominate the panchayats. It is, therefore, alleged that' Further, if the Panchaya.ts are assisted by planning
the pachayats would not be in position to safeguard the teams, local experts, voluntary agencies and local
interests of the p60rma~ority.The second argument is !hat educational institutions, then their working is likely to
the decision-makingprocess of the panchayats would be 'become more efficient.
less efficient. Past experience indicates that the elected

The problem relating to' inequity is more formidable ..
It ~ouches upon the basic functioning of the Indian
society and polity. Much therefore WIlldepend upon tIie
. overall trend in the political life of.the nation as a whole.
However, a great deal can be done by Ipaking-the PRIs
as broad-b~sed as possible. so as to- reduce 'the
.unwarranted hold ofl'lthemore powerful landed groups ..
If people at the village level become more active and
assertiv~, 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 level is not tried, efforts may be made to reserVe

sufficient membership for 'the weaker'sections at all
, levels of the PRIs. In addition, participation tlfrough
institutions other than the PRIs may.also be encouraged.
Thus the views of voluntary agencies, trade. groups,
. rural artisans, landless laoo'urers, weaker sections, etc" .
may, be tak~n into account before arriving at aI)y
decision.

r
prospe<;ts and future 8.pproach

Decentralisation of planning in the r~al sense would
imply-acomplete change in the planning'"Set-upfrom the
.prevailing bureaucratic-technocratic framework to a
participative one. This would require that the .district
planning team, by whatsoever name it is called, should
work directly under the Zilla Parishad, the district level
Panchayat institution, as has already been introduced
. in Karnataka. This should be.supplemented by similar.
. arrangements at lower levels of planning at the block'
. and 'themandaI. Decentralised planning becomes most
. meapingful anp effective whe~ the people themselves

(Contd. on page 55)
51

."Any scheme of decentralised planning should.
have an adequate degree of people's participation
since it is this participati""u which provides one of
the most important reasons'for decentralisation."

functionariesofthe panchayatsoccupytheir positionnot on
the basis of public -works,efficiency andintegri.ty but on
.considerations of caste, class, religion,ethnic group, family
status, laiIdholdi.."1g,money91' musclepower.Consequently,
..they.are not. expected to perform. their duties with
competence. . .

We do not deny the .validityof both th'ese arguments:
,However,let us alsorecognisethat both these shortcomings .
can also be found in the functioningof the bureaucracy at
the locallevels.There havebeen numerous studies showing
how the local level bureaucracy aiso tends 'to favour the "If people at the village level become more active
more powerful. and articulate sections of the public.

and assertive, if they become conscious .of their
Similarly,there are studies showingthe inefficiencyof the rightS arid fesponsibilities, then" this problem
governmental machinery at. the local level: On the other
hand, there. is someevidenc~ that "wherever, the (influence of powerful !a~ded groups) would be .

. Panchayati Raj bodies have been actively inyolved, the. solved to agreat e~tent." .
implementation of rural development programmes had
been decidedlybetter and the selectioI1ofbeneficiariesand
designingof schemes have been more satisfactory;" (GOvt.
. of India CAARD report, ,p. 41). .

Besides, it may also be noted that both the problems of
equityand efficiencyare nbt such they cannot be overcome
or at least their incidence can not be reduced;
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ineflieien~y
Take for examp.le the :problem of inefficiency. In the

context. of the involvement of,Panchayatsin initiating
proposals for schemes under ihe NREP,. it has been
observed' that every Panchayat member likes a
particular scheme to be undertaken inhis area or villageso
that he can claim ~6mecredit at the time of a subsequent
election, This results in very ~. spread of resources,
Besides, it creates t~nsion.and has, therefore, become a
thorny problem. But it can be taken care of instlverat

• 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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.Why Panchayati Raj is feared
Bunker Roy

.Ther.e is a grQ'Wingaw.areness in the~rural masses .of their rights. and
duties and they know who,tquestions to ask and to whom they should be
addressed to, .sayS' Bunker Roy, who has first-hand experience of
working among villages. In the following article he has tried}with earnest
sincerity, topin-point the faults and shortcomings that have caused the
decline ofthePanchayadRa.i system',His theory isthat there arepeople's
solution to 'ordinary, common problems, but the authorities have riofaith
and trust in the community identifying their own problems ..QuotingT. S.
Eliot, the authoflposes a universal question to theplanners: 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 destructwe. erosion of self-go.vernment' so .that,
cooperatives, trade unions, small municipalities, voluntary agetJ,cies
and farmers' societies get an opportunity to.grow and carve their own
pathofpr~gress. His emphasis is on the cqnsolidation 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 author claims that given a chance the village leaders would show .
that-experts are not required, e;c611:01t!istsare not really needed nor .
elaborate plans are-necessary when it comes to people planning their
own future. ' " .

~ERE IS N.0LONG TERM PLAN. of goveIT1~:nt . year 'plan period. But for mysterious reasons this idea
to decentralIse. A phased out programme of trammg has been rejected. In the first meeting of the 90 District

village leaders to take responsibiliti~s, make them Coll-ectors in Bhopal with the Prime Minister, this was
aware of the laws of the country that concerns them, one of the specific suggestions supported by, all the
.bring thtim in touch with the guidelines of various District collectors present, but the response was. "we
schemes,-projectsand programmes where the poor are . must go in this sensitive area slowly." Which means,
entitled to subsidies, needs to be carried out and built. this is not the time. Why not? In the absence of any such
into the planning pro.cess that spans more than one five programmes corruption levels have gon~ .uP because

. . . .
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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 ue done,?
,Firstreduce 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 underTRYSEM. It
is important. we develop and aCquire some self respect
a~ong us before we think of self reliance.

Second, as in the National Policy on Education we
should have also followed a policy of de-linking 'degrees
from jobs in the rural development sector. '

Third, negotiate a cut ~off point beyond which it
becomes too expensive for gOvernment to step in. A
process of demarcating are?s needs to begin. Once this
exerci!)e is c~mplete. 'the community 'thr()ugh the
panchayats wil.!gradually develop the confidence to
perform their function with minimal government
assistance. - ' -

, ,

belief in 'maintaing status quo

tive systems are allowedto growwithcommunity
support this means discipline and (what'sworse)
accountability' and this is unacceptable.
Poor informaJion,retrieval base;~thereis no way
to check and verifythrough independent sources
the' reliability of the data they send so they are
a~tually 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 ~~liverysystem weare
impotent to do anything about it.
Dispute over ownership: who :owns' the
community assets being created With govern7
ment funds? It is all veryWE!.llto say glibly,"the
panchayat." buUn actual fact, the community is
.told in n9 uncertain terms-this hand-pump,
school building, dispensary, pipe water !,upplyis
,gov~rnmentproperty: Do not ~u~h it. The rural

(ii)

(iii)

village headmen and MIAs are not aware of the criteria:
rules and procedures. !fheir involvement in the 'grass-
roots planning process inmarginal because they are told
to leave such matters to 'experts'. What is actually their
right is giv'engrudgingly as a fav.our:the right to know is
classified and used selectively. Information about their
knowledge is kept secret. With no.training; with ,no
access to information and in ttte absense, of 'any
institutionalised forum at the village and block levels
to insist that the process ofplanriingcan be decentralised
is really adding insult to injury. It is President Nyer~re
who said very corre~tly, 'People can be developed: they
develp theIl}selves.' 'People can be developed: t,hey
develpthemselves.' What seems to be 'obvious is that
government would not like the people to develop
themselves.

"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 greaier
scope for public accountability, it woul<l:,lead to
decentralisation of sorts."

We have a monopolistic;deiivery system' wherE
either the same person or same type of person'
, performs ,all vital functions: (i) provides a ~ervice/(ii)
, collects information and (iii) monitors and evmuates
the programme. In the absence of any other
organised acceptable structure. the same pe'rson is,
expected to judge his performance and evaluate himself.
What this system has strengt,henedWithits hierarchical
structure of implementiriganti-povery programmes isthe
firm belief that status ,quomust be maintained. :This,has
resulted in the folloWing:' ' Fourth, get the cOfIlInuIiitythrough the panchayats to
(i) Th~ devalueing,and destructive erosion of self', collect ~ohliation~r~nfall and pr?duc~~n ~atl:l:infant

government institutions. Cooperatives, trade )llo~lIty rate, lana records, faulty ~dent~fkatlOnof poor
unions, small municipalities,voluntary agencies, ,f~mllIes und~r ~he IRD~,. updatmg lIst, of pr.oblem
farmers' societies have not been allowed to villages, prOVl?eInfo~atl~m?n the non-perlo~anc~of
grow because they ar~'a threat£otbe monopoly' sch~ols. S.uchmformatlOnISVItaland needsto be fed mto
the lower level bureaucrats enjoy. If any alterna- the planmng process fro.mbel()w.

-----------------'----- . F~fth\ start organising awareness campaigns <;m a ,
massive scale through agencies outside the government '
system. The. Organisation.of Beneficiaries Scheme: the
final outcome of a process that began Withthe 7th Plan,
needs to be expanded to include informal and hon-formal
groups at th~village and block 'leveL .'
Sixth, 'give more. importance and attention to

promoting and encouraging alternative systems-
cooperatives, associations, Panchayati Raj institutions,
voluntary ag£oCiesso that with pressure from below they
can make the government functionaries accountable at
the villagelevel, see that funds are better spent andthey
'do the job they are supposed to.
What the current planningproce~s has done mOl:~by
accident than design is pump in'an enormous amount of
money tor anti-poverty programme' at the lowest
administrativeunitofthe district~the Block. When the
Cdmmunity, Development Programme started in 1952
the funds tl~at the .Block Development Officer
(BDO) , controlled was about, Rs. 1 lakh. Now he
has access to funds,totallingRs 1crore.He is understaffed.
' He has. tre~endous.responsibilities Without authority.
He has to show:he has spent the fund and at the same
time th.e system expected him to evaluatehi~ o~
, perforn1ance: They take him at his word. The system is
'already stretched to breaking point as he weIi knows,
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"So far; at the slightest pretextidrougbt, famine,
security, floods, paucity'of~nds-village panchayat
electio~s 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.". . • .

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 i~ 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' on government-is avoided like the plague.
Any innovation that comes from the grassroots and can
improve the system from within is never given a chance: it
could expose and upset long standing unwritten
arrangements between the village level government
functionary and the rural rich. The sooner we recognise
that the honourable Members 6f P,arliament do not any

there is no one to check what he claims to have don~. If there is one factor we have' consistentlv under-
estimated,it is the people's ability to plan for th~mselves.

At the district level the position is even worse. At the Given a chance they would show why experts are not
first' meeting of District Collectors in Bho'pal the feed-back was unanimous on the following three points: required, economists are really not needed and 111aborate

(I
'). .t t' 'h f th . . plans are !lot necessary when it comes to people planning

00 many an I-poverty sc emes or e same h' f I' f 11 ' , b
t t

1.:" ltd b to t err ovm uture. t IS,a ter a ,an expert s JO to make a
arge group uemg Imp emen e y a many" "11k' d d . I' d" .,

diff
. t D 'rt' tId" t total nf' SImp e process 00 an soun comp Icate Just as It ISa

eren epa men s ea mg o. co USlOn . ' . b t t h f'th bl '"t th' '11 lIt to . f d r f commonmansJo toge ot eessenceo epro emm
a d e VI atg.~~ve no , n~en Ion up lca lOn a din;ct, matter of.fact way.The American definition'of an
an corrup lOn, ' , rt b'" d' f th t "

(1
'1') d" 1 ' . ., exp~, emg an or mary man rom anoer. own

too' many . Istnct leve commIttees In whIChthe . k b t' I d' h . rt l.i thr th1 h b t th f . 'th rna es sense, u m n la S:lC an expe wou u ow e
names on Y

t
c f8tnhge ute acedsret~am d e whole system of patronage out of gear., Regrettably we

same-'-mos 0 em coun er-pro uc Ive an a h d 'h fl" .' d
t ft

' f' th D' t .' tC 11 t F ave rna e t e process 0 p annmg so mystenous an'was eo Ime ore IS nc 0 ec or. , or every '. , l' d d 1 t',' 'd . th t th' ' 1 .
C

'tt th"'t' f d kn 't . th comp Icate an amos mtlml atmg a .. e net resu tISomml ee a IS orme we ow 1 ISana er '1' . ' '... , .f t taki d" d' t' f se f defeatmg. Too much data'Iscollecj;ed and too lIttle
wtaaY

t
0 no 't~g a eClslop.an op mg or, a 'used. Too much inforn1ation collected that is.irrelevant

s us quo pOSIlOns: d ft t d t d T S EI" , l' t'. an 0 en ou - a e, ., lOtS Ulllversa qlJes lOn,
______________________ 'Where is the wisdom we have lost in knowledge: where' is.
'!R~grettably we have made the process ofplarining the knowledge we have . lost .in information,' is -the
so .mysterious and complicated and aUnost question planners must ask themselves. But in the'
intimidating that the net result is self defeating.' scramble to offer impractical solutions on tije problems
.Too much data is collected and too little used. Too of the .nation as a whole the small, themsignifical1t, and
much. information collected that is irrelevant imd . the essential is always overlooked. We look on the
often out dated." . . macro-irifrastructural problems of the public distribution
______________ ------- . system, but forget, perhaps deliberately, .the human

"(iii) too mlJ.ch dependenc'e of the panchayats on problems of getting a ration card. We talk of lakhs of tons
governml;lnt.This could change if the panchayati of wheat, rice, oil, kerosene, being allocated to the State

without looking'at the real issue why they are not reaching
raj institutions were allo~ed to be activated bylocal level politicians. ' the last man thrqugh the small shops in the remote

villages: that we say is not the planners problem. We'
au~hdrity without,res~~nsibility ,~nsist pn States preparing list ofproblem villages and stick

Only the aura of the office of the District Collector' to'the list like the Bible even though it is fiveyears too old.
remains. 'He' has more power to destroy than to create,' Village considered' covered' (which means they have safe
improvise and innovate within .the system. The' pressure water supply for drinking) have become problem villages
'on his time makes it impossible for him to plan for his because the sources have dried up after facing drought
district: The statistics he has to play around with is conditions but no attempt has been made to update the
'hopelessly out of date and usually in a state of shambles. list: this is because no instructions have come from the
The District Statistical Officer is virtually a nobod~. top. ~Ifan engineer took the initiative itwould betaken

amiss. .
More and more it is evident the District Collector has

no control over his distrid. As far as funds are concerned
~ome Department& only inform indirectly:' he is never
constil~d and he is rare.lymade a party to a decision when
it comes to recruitment of staff. If his senior'has visited I)f
empire building the.District Collector is often over.ruled.

Obviously the answer"is to have a District Pool whe;e
all the funds from all Departments earmarked for the
district are collected, and then collectively decided how it
should be distributed. That would lead to a decentralised
planning process which would be more realistic and be
more Gonducive to integration between Departments.
But funnily enough'where the idea was mooted at the
Collectors' Confe~ences there was mixed reaction with
more people against it. Evidently they would like the
authority without the 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. 1ft-he system is'tightened and
planning is mor~ disciplined and there is greater scope for
public accountability, it would lead to decentralisation of

. sorts. ,.
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"There are hopeful signs that the people will no
lo~ger wait silent and patiently and see experts
play with their lives from the gallery. Forwhatit is
worth an awareness has been, generated about
schemes and subsidies and what is rightfully theirs,
and where they hare applied pressure from below,
tangible results have been forthcoming from the
system/' ' '

, longer fullyrepresent the poorer sections of the people of
India we accept the fact that weare planningmore for the
government and less for the people: that people who
should know what poverty is like are ignorant of niral
realities: that planning fo'r 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 is power:
that ifby accident a communitycollectivelydoes struggle

democratic and elections are not held Withsuch alarming
frequency-as trey should. So far, at the slightest pretext-
drought, ~famine, s~curity, floods, paucity of funds-
village panchayat elections have not been held in many
States foryears withthe result that villageleaders 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
n;fused to take it on. The maintenance of school
buildings, dispensari'es and water sUflplywhich used to
be under panchayats right from the 18tFive Year Plan to
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 andcomm~nity feeling no longer
exists. Now in villagesthere is a caste, there is it class but
there is no'commimityas such. In multi-caste areas this is
the reality. .

There are hopeful signs that the people willno longer'
wait'silently and patiently and see experts playwith their •
Jivesfrom the gallery. For what it is worth an awareness

. for change it strangely enough becomes a law arid order has been generated about schemes and subsidies and
problem (when in fact the issue before the bureaucrat is what'is righfully theirs; and where they have applied
t I d d bl' It'. I' f d pressure from. below, tangible results have' beenno a aw an or er pro em:, IS a aw. 0 or er

problem). . forthcoming from the system. They have tasted blood'
.. and got their way.They have seen the impact of collective .

Why is popular participation in planning feared'? It is power' and got their rights the hard way. Now,
,to the interest of dominant caste lrr0Upsand controllers they know what questions to ask and whom they should
of vote banks ~at the viUage 'Ietel to see that the be addressed to, so ifanyone in power thinks they are still
community does not get too independent: that to~ m~ch dealing with illiterate, backward and primitive people
of the right information is neither collected nor shared: they are sadly mistaken. [!]~ [!]
that 10caJself government institutions do not get too

rContd, from paf.{e .'51)

become the planners at the Villagelevel as is: being ,
attempted on an exPerimental basis in the Midnapore
district of West Bengal.

participative approach
The above scheme of decentralisation, however, does

not seem to be feasible' in the immediate future~ No
doubt, Karnataka has a.lready made a beginn.ing.But it
, is doubtful how long the Karnataka scheme willlast and
whether it will be'{l success. O~e should not forget the
fact that 'thebureaucfacy plays an important part at all
levels of administration; so a planning framework which'
a:;signsan insignificant and purely subsidiary role to the
all-poweIful bureaucracy is' not Iikelyto beeffectlve
under the pr~sent circumstances. It is,therefore,'
expendienf to proceed gradually towards the ultimatp
goal of transferring all planning functions to pancnayats
within an ~greed 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 district planning machinery so as to provide
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bette~. rep'resentation and mbre '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, voluntar.y agencies of repute,
weaker sections and local experts should alilO,be
involv~d)n the plannihg process in advisory capacities.
The details, \yould obviously 'Vary from state to state
-dependingon state specificsituations.

regular Electiolls, M~st
Finally, the most:immediatetask is to ensure that.the

panchayati raj institutions are allowed to functipn on
the basis of elections held at regular intervals and riot
left at the whims and fancies of state authorities as has
been the case so far. Judging by the experience so far,
this i8not possible without a constitutional amendment
making it obligatory to hold panchayat elections under
the auspices of an iinpartialelection machinery and to ,
transfer sufficient powers and funds tb panchayati raj
institutions. [!][!][!] " '
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Tata 495, 692, 697 and.
697 Turbo Engines
Todate, over 71akh Tata vehicles
operating in diverse conditions are
powered by Telco's reliable diesel
engines. .:
Now Telco has adapted these
proven engines for in<,iustdaland
marine applications as well.
These industrial engines can be
used as motive force for anything.
from a generator to a mining drill

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
.specialis.edboats for critical needs.
Like all other Tata diesel engines,
. they're not only rugged a~d

reliable but also low on oil and fuel
consumption. They can b~
adapted to various standard
gearboxes/transmissions.
Tata industrial/marine engines are
backed by an all-India Telco -
service and spares network of
dealer outlets and regional offices.
Further, Telco conducts special
service training programmes for
industrial and marine engine
buyers. .

Ta~Die~lEngllJ.es .. . .
formdustrialand~e applicattons

For details write to:
.Tata Engineering &
Locomotive Co. Ltd.
148, Mahatma Gandhi ROlid,
Bombay-400 001
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Panch.ayatiRaj - 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 Mathf!w, a' reputed
social thinker, explains that the' poli.tical and social impact. of
centralised power has been too debilitating and this by now has' be.en
recognised. Despite the best efforts of the government to bTj,ngthe large
masses of people ab.ope the poverty line, the funds are not reaching the
target group. The simple reason is.thaUoqal bodie[;are not functioning
effectively. The author has given a survey' of the eAtates where concrete .
steps have been taken to rejuvenate the local self government and hopes, .
that these attemp'ts would go a' lor:zgway in the restoration of the
Panchayati Raj in its lruespirit. 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 ilJStitutions
~hould not exist at the sweet will. and ple.asure of thegovemment in
power. Rather, they should.lbeautonomouS and guided by the larger
interests of the local community within the overall frame-work' of
national interest. . .

'.

IT IS HEARTENING TO NOTE that now there is had conveniently ignored all these years.-At least now,
renewed interest in the revitalisation of Panchayati on the economic front for instance, the Prime MiniSter

Raj in the country. Tomy mind, there ,are two reasons has conceded that out .o{one rupee mea~t for develop-
for this welcome trend today. First, the evils of. .ment only 15 pais.e reaches the target group because
concentration of power is .being slowly recognised by ,local bodies' are not f\;lDctioningeffectively. Second, in
the powers that be. The politiCaland socialimplications certain States in the1980s whenPanchayati Raj was
of centralise4 power have been too debilitating/This we ~eing implemented with Vision its positive impact on
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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 important underlying thrust of the second

phase is that panchayat from being a development
organisation at the .local. level has emerged into a .
"political institution. The turn is for the predominance of
. political elements rather than the bureaucracy. This is a
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 Co'mmittee'report. :rhese States adapted the

people's lifehas been conspicuous.,This has opened the
'eyes of even those whowere considering Panchayats as
a nuisance or at best a necessary evil.

I.consider the Pancha:yatiRajin the Nehruvian era as
its.first phase. That was the period 'between October 2;.
. 1959 when Jawaharlal. Nehru inaugurated the
Panchayati B,ajand his disappearance from the scene in
.1964. On the recommendations of the Balwant Rai
Committee (1959) when Panchayats came into
existence all over the country, the hopes ofour ruralfolk
were raised for Grama Swaraj and S.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 arid subject of analysis by'many scholars.

For about 13 years' between 1964 and 1977'
PaIichayati Raj ~as 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. Pe.rhap6 an e,xception' of' sorts' during this
period was the Panchayat system in Maharashtra and
Gujarat. . •

The appointment of the Ashok Mehta Commi:tteein
1977 marked a turing pointin the concepts and practice
ofPanchayati Raj and the second phase began when the
West Bengal government took the initiative in i978.to
give a new life to its Panchayats on .the lines of the
AshokMehta Committee recommendations. Karnataka
followed ~heWest 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 April 1988 in the J&~ Assembly
replacing the 1958 J&K Panchayati Raj Act.

,"For about 13. years between 1964 and 1977
Panchayati Raj was the. ~hipping boy of all those

- who wanted to'see that it muslbe discreoited. For
them Panchayati Raj was the incarnation of all
evils in villages. Perhaps an exception of sorts
during this period was the Panchayat system in
Maharashtra, and Gujarat." .
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recommendations to suit their conditions and learnt
from ea~h other's .experience in bringing forth ane~
legislation or amendments to the prevailing acts.

. participation of political parties
In:West Bengal the election on June 4,1978 saw for

..the first time in Indill, political parties participating in
. the local elections officially' with their symbols.:
Although there was no legal bar on the participation of .
non-party candidates, according 'to the National
Institute of Rural Development (NIRD) study the
prevailing po!itical climate and administrative arrang'e-
ments had the effect of discouraging such parti~ipation.

There was considerable opposition to political
parties' involvement but the CPI (M) and its allies

"There is' a general 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 coerciv.e' power of traditional caste
aiignments, bullies and money power makes it '
possible for one perso~ to get elected as a
consensus member for years together."

preferred official recognition of parties in running
panchayats, as they believed that direct.involvement of
. political parties in the, working .of PRIs would-make
. pancl1ayatileadership more"disciplined and responsible'
.in managing these institutions of rural democracy and
could Pl,1tan end to the' age-old tradition of rural',
coteries reaping the benefits fot narro'Y;.sectarian and
. caste interest~ .. ,'

Two noteworthy features of this ele'ction as brought
out by the NIRD study were: (1) There was a high
degree of political perception of the rural voter with no
influence of c.astein the socio-economicmatrix, and (2)
For the" first ,time there was emergence of '8. new
youthful; literate rural leadership in West Bengal. The
"political backgt:ound for the above welcome changes
were mainly two: (i) the.'Left Fro~t government had
.promised substilntial devolution of powers and
resources to the local bodies, and (ii) the participation
.of political parties created "large scale enthusiasm
among the villagers. . - .

In Karnataka, .electionsto Zilla Parishad and MandaI
Panchayats based on the Panchayats Act 1985 washeld
in January 1987, In Kamataka 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_J~nataParty stood the ground by asking: .
If political parties are indispensable for parliamentary
democracy, is it not importanfthat 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
ofbalancesheets ofpolitIcalparties and the track recordof
politic8Ileaders. -
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care' for weaker sections

"

In Karnataka.25 per cent of the seats were reserved
for w~men 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 Panch~yat Samithis and
Zilla Parishads:Act 1959 there were reservations onlY
for ~Cs andSTs. The 1986 Act provides for reservation
of 20 per cent seats to Backward Classes and 9 per cent
to women. . .

Andhra Pradesh alsO. has" follow~d suit. This has'
ensured youthful leadership and dynamism for local
bodies. Although in West Bengal the voting age is still
~1, young people ate on the forefront of these bodies.
According to a survey, 21 per cerit of elected members
were below 30 years. The NIRD study. of the 1978
elections had shown that about 51.1 per cent panchayat
members were-in the age group of21 to 35. It is clear
that in spite of O1,lrdeference for' age, people prefer
younger candidates.

.It is no\y generally recognised that Panchayats in the
three States' under review have inspired -the rural
people ind created selfcconfidence among them. In a
'survey conducted in West Bengal it was found th"at80
per cent. of the. members' came" from among owner
cul.tivators, school teachers, unemployed;' landless.
labour, crop sharers and artisans. Over 71% of.owner .
cultivator members had land below 5 acr~s. Thus
majority"came from poorer sections of the village. This
.is a revolutionary charigebrought about through people
getting political power as their right at the grass-roots
. level. "

"It is now clearly established t~at the local bodies'
el~ctions on party lines have made the villagers of
these' three states' much . more . politically
conscious, giving the elected panchayat bodies a
political standing of their own. The local leader-
ship has become politically more responsible
also." ...

parties depends on the integrity arid performance of
local leaders, the accountabillty is much more in these
cases. .•.

wider participation.

One of th~ indices of people's participation m locaf
, self-government is the large percentage of voters' turn
out in its elections. In altthe three States mentioned
above whenever the elections to the panchayatswere
held there,was high percentage of polling, inmany cases
women outnumbering men. Karnataka had reduced the
voting age to 18 fOFthe first time in the country. Now

There is a. general teldency to think that the ideal
situation is to have cons!nsus candidates in panchayats
. but it is not difficult t;o/seethat in'villages the coercive
power. of traditionaJ,fcaste alignments, bullies and
money pow:ermakes"'it PQssibl~for one. person to get
eJected as consensus member for years together.'When
people align on the basis of policies and programme of
political parties .this type of problems are minimal.

When Telugu -DesamParty (TDP) cam~ to power in
AndhFa .Pradesh it had no special emphasis on)
Panchayati Raj. But in its- Mahanadu (y.early Kirsten Westergllard's study of West Bengal says.
conv.ention)in May 1p84 the party took-the decision to. ti).at'asizeable proportion ofrepresimtatives elected ar~
bring drastic changes in the redundant" PR system. . . . .
formally established in Andhra Pradesh on November' . . . . .
1, 1959. Thus the" 1984 manifesto. spoke abotlt "The fact thatthe entire electorate ,tl,lkes pa:rt in
Panchayati Raj in unambiguous terms. It said that the election of their local bodies chairmari/
.Teiugu Desam will"work for a directly elected district president at the two in:tportant 'levels is an
administration forming a third tier in the country's indicator of wider involvement 'Of people, in the
federal polity with proper constitutional backing so that electoral process."
people may have a democratic self-government at local. ----------------------
level, not under the district bureaucracy but over it. from lower.castes and.tribals and this representation is .
The TDP tOokAshokMehta Committee recommenda- the first important step towards increasing the control

over the panchayats on the part of the. disadvantaged .
tion of twotier system seriously but slightly modified it
. to include village panchayat also. Aridhra"Pradesh tried groups.
to evolve its own system of local self-government. The Another step taken in this direction by Andhra'
elections 'wereheld inMarch 1987 to the Mandala Praja Pradesh is the .".direct election .of Zilla Parishad
Parishads and Zilla Praja Parishads based on the 1986 Chairman and MandaI President. The fact that the
Act. This election was held on party lines. It had evoked entire electorate takes part"in the election of their local
great popular interest throughout the state generating bodies chairman/president at the two important levels
heated debates on political personalities, ideologies as is an"indicator of wider involveinent of people in the
well as people's)ssues and was popularly referr~d to as electoralprocess. However, there are s~rious questions
.a "mini general election." about the type of people whocan contest such electIons

because of the cost involved in such elections for a large_
It is now clearly established that the local bodies ge6graphicalarea. it may be recalled here that the

elections on party lines have q)ade the villagers ofthese . Ashok Mehta Committee had 'recommended only
three states much more politically conscious, giv\ngJhe indirect.elections for these. posts. .
elected panchayat bodies a political standing of their'
own. The local leadership has become politically more
responsible also. Since the reputation of. political. " .
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accessibility

A major concern for Andhra Pradesh and Karnata:k,a
in the devolution of power was that Mandals should be
small and convenient enough for all inhabitants o(the
area to avail the services and participate in the
administration, Therefbre the MandaI Panchaya,ts in
Karilataka are based' on the concept of the 'Growth
Centre' or 'Service Centre' as envisaged in the Ashok
Mehta ,Committee report. The parallel in old Mysore
was 'Hublis.' .

In Andhra Pradesh the TDP government'spromise
was that it will take administration "to the doorstep of
the poorest of the poor". The Mandala Praja Parishad

direction. There is a general consensus that the newAct,
in Karnataka is the most radical measure of
decentralisation .attempted so far imd if properly
implemented will convert Karnataka into something
like a federation of distriCts. InAndhra Pradesh also the
same status, remuneration and. perquisites as in
Karnataka are envisaged for Z.P:P.,Chairman ..

the new bill in Jammu & Kashmir

In 1958 the Jammu &Kashmir government legislated
the VillagePanchayat Act. The Act recei.ved the assent
of the Sadar-i-Riyasat onNovember 7,1958. The aim of
this Act was to make better provision for the
administration of Villa'gePanchayats in the Jammu &
Kasl:tmir State. . "

For effective participation of the rural population in
development program,mes at grass roots level the
Panchayat System will .have ~hree tiers: (a) Halga
Panchayats will meet once in a month and will get its
annual budget apprqved ~y the vote-rs~(m the first
. working day ofApril every Year; (b)Block Deyelopment
Councils: These councils' have the responsibility of
maintaining and s'upervisin'g the inter-circle
communication system. The Block. Development
Councils consist of all Sarpanchs in a Block" MLA' of
their area (except Minister) and Chairman of any
marketing 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 Coun~ils, M.P. and MLAs from the
District, Chairmen of two areas committees and
President 'of MUl1icipalCouncils with district level
heads of all development departments as ex-officio
members. • "

(Contd. on page 74)
YOJANA, January 26, 1989

In West Bengal, Gram Pailchayat with about 10,000
people luis becom~ a convenient unit for local self
goveinment Moreover,the Panchayat Samitiswhichare on
blocklevelhaveproved to be viableconvenientunits.There
are 3,242 GramPanchayats and 324 Panchayat Samitis in
West Bengal." .

"There is a general CORsensus that the new Act in Thirty y,ears after the passing of the abo~e bill, the
Karnataka ,is the most radical measure of J&Kgovernmentintroduced on April 2, 1988 another
decentralisation attempted so far arid if properly .. Bill in the Assembly. It is now under the consideration
, implemented will convert Karnataka into some- of the JointSelect Committee. It may be noted that this
thing like a federation of districts.'! bill envisages significant changes in the' existing
--------------------- ,situation of the local self gove~ment system in the
wiil have (population 30,000 to 60,000), a Primary State. The Bill makes it clear that the goal of this new
Health Centre" a Junior. Callege, High School, legislation is to promote and develop Panchayati Raj in
Veterinary Hospital, , Telephone Exehange, the State as im instrument of vigorous' Local Self
Commercial Bank/Grameena Bank, Cooperative Government. to secure the effective participation
Bank, Sub-Treasury, Police Station and Post Office,.a of the people in the ,decision-making process and for
Godown, Market-yard, Vocational Training Centre lmd 'overseeing implementation of developmental-programme.
Credit Co-operative Society. N.T.' Raina Rao had
likene'd the Mandala Praja Parishads to "mini capitals" . ,The salient features of this newBill are (i)Reduction
E I. p' h' t S 'th' ~ tt' 't "of voter's age from 21 to 18;(ii) Holding the electionsar ler anc aya ami ISwere ge mg a per capI a . I " h f . f P h t ("')
t f90' d th Z'll P . h d 20 . N Witun SIXmont s 0 superseSSIOn0 a anc aya; 11l

gran' 0 p~lse a~ e 1 a ans as. paise. ow, Direct election of Sarpanch; ,(iv) Reorganisation of
~andala. Pra]a.Panshads would g~~a grant of Rs. 5 and :?anchayati Adala:ta, consisting of three members who
Zilla P~]a Panshads Rs. 2 per capIta. In Karnataka the 'will be nominated by the government out of a. panel
go~e~~nt makes a grant at the rate of ~s.10 per pe~on recommended by the Panchayat;' (v) Empo~ering
resI~g III MandaI, 25 per cent of this goes to Zilla Panchayats to plan and implement schemes for rural
Panshads. Mandals have powers to levy tax also. industrialisation, 'agricqlture, animal husbandry,

health, primary education and so on.

All the measures adopted byWest Bengal, Karnataka
and Andhi'a 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, InWest B"engalthe District Magistrate is in all
cases to assist the Sabhadhipati ofthe Z.P.,A conven-
tion has' also emerged in West Bengal in' which the
Chairmen of Standing Committees of ZP meetregularly.
This is a step forward in the direction of Cabinet system
of functioning at the District level. .

. In Karnataka, the statl,ls, remuneration and
perquisites equivalent to that of a Minister of State and
DeputYMinister given'to Zilla Parishad Adhyakshaand
Upadhyaksha respectively is another step in this
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We need ,a. viable"panchayat package

'S.M. Sh&h ,,. .

Despite ovemhelmingwpport for Panchayati Raj institutions, we have
failed in strengthening them. Why ? Giving reasons the author says,
'students of political institutions have remarked that there is a silent
resistance to giving powers to Panchayati Raj.institution, mainly/rom'
two quar;ters-the bureaucracy and th:epoliticalleaaership. The agents
, of Government. felt that Panchayati Raj institutions take away from
them the powers. Political leaders see into Panchayau Raj institutions
.their ri.valsrather than providing a fruitful ground for training to become
future leaders. It is all a play of 'power-field'. NO,one;,wantsto surrender.
the boundary of powers! There are conflicts rather, than cooperation~
Besides this, we as a government failed toprovide a warkable'package'
of Panchayati Raj institution,s with reference toth~ir place in the
political frame and in administration. ' ,

them with such powers and authority as m~y be deemed
necessary to enable th.em to function as units of self-
govermnent. '

.A S A LOVER OF TRUE DEMOCRACY, Mahatmtt
C'1(;anphi tipheld Panchayati Raj,. for, he said, 'True

,democracy can not be worked by twenty men sitting at
the~e.ntre. It has-to be worked from below, by the
people of every vip.age' , three-tier-approach

Article 40 of Indian ,Constitution on Directive Not that we did not act in this, direction. The Study
prinCiple a of Sate Policy provides that Suite should . Team of Committee on Plan Projects headed by
take steps to organise village pachayats and enqow ,Balwantrai ~ehta, in th~ir Report submitted in 1957,
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did not graduate. They could not bite. And they
remained feeble, weak and suffered from' malnutrition'.

'Can we now take better care of these institutions ?
The Mehta Study Team re'commended creation of
ihstitut~Qns which were. to qe statutory, elective,

'comprehensive in-duties and functions equipped with
necessary executive machinery with ~dequate resoUrces
and with enough autonomy and freedom. The Mehta
Committee assigned greater' responsibility ,to the
development task, but the non-devolution of resourc'es
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
developmental programm,es. The Asoka Mehta
Committee described the years 1959-64 as a phase of
ascendancy, 1965-69 as phase of stagn~tion and 1969-
77 as a phase of decline of panchavati raj,'There is a
view prevailing that the Central sector-special schemes
like IRDP and DRDA introduced in the.Fifth and Sixth
Five'Year Plahs deprived the panchayati raj institutions
from allowing diem 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 ca.rrying subsidy strike at the root

.of local level planning. Under the IRDP and like'
schemes, 'people hav? become subsidy-dependent or
subsidy-grabbers and it is said that the banks, block
;>fficialsall share this loot. - ,

reduce bureaucracy
There are a number of different schemes in a district

numb~ringmore dian twenty at a time. There are
special officers for IRDP, rCDS, etc. This has given rise
to a 'paternalistic' attitude' and highbrow admiIiistr~tive
practices. There is need to reduce, if not to retire, the

.bureac;ray from the rural scene' and replace,it with
NGOs. the non-l{overnmental agencies. There could be

recommended -a- three-tier system of Panchayati Raj
InHtitutions 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 bfdecEmtralisation and develop-
ment took front seatlater. Henry MaddicK says, 'there
is a triangular relationship between decentralisation,
democracy and 'development'. Pla;ners have accepted
this approach. Weare told that the a'pproach 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-
Balwaritrai Mehta, the Planning Commission laments
woefully that the panchayati Raj Institutions have not
flowered on the Indian' soil, wh'ereas in the rural areas
the panchayats flourished. .Tribal panchayats eveh
today have a hold and' manage' tribal affairs. The
Seventh Five year Plan, Volume II, mentions that
community' development and pailchayati raj which
provided an elaborate delivery mechanism has-
suffered' considerable p,rosion and gradual disintegra-
tion'. It furtller accepts that the Panchayati raj
institutions have been reduced to extremely' peripheral
status'. .

The third tier

,Recently there has been a renewed interest -in
strengthening. the panchayati raj instit\1tion.s. Prime
-Minister Rajiv Gandhi has mentioned again and again
that 'district planning should be married to panchayati
raj to maIre-- them. both effective instruments of
democracy and development. 'Panchayati raj without

"Thirty years ,after tbe. mu~h 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"

. district plan~ing would remain a hollow cell and district
planning without panchayati raj would' remain
unrepresentative. Butall this could not happen unless
there is a 'qualitative change' in the devolution of
powers to local units.' .

The Consultative Committee of the parliament on
Public Grievances and Pensions h~s gone to the extent
of suggesting that constitutional, amendment should be
undertaken so that district pam;hayati raj institutions
become 'the third tier' of Government, the other two
being the Central and the States. This would lead to
creating' district governm~nts'.

Inspite of sucb an overwnelming 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 t(
panchayati raj institutions, mainly from two quarters-
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the beaucracy and the political leadership. The agents'
of Government felt that the panchayati raj institutions'
takeaway' from' them the powers. Political leaders see
into panchayati raj inst~tutions their rivals rather than
providing a fruitful ground (or training to become future
leaders. It is all a play of 'power-field', No one wants to
surrender the bounc;lary of powers. Ther~ are confliCts
rath~r than co-operation. Besides this; we as govern-
ment .failed to' provide Ii workable : package' of
pan9hayati raj institutions with reference to their place
in the political frame and in administration." Also, we
didnot provide the where-withals of funds and personnel
to -these institutions with the result" ~that,. they
larguished. 'They failed to develop a personality. Tliey

"Panchayati raj without district plahn~ng'would
.remain a hollow cell and district planning
without panchayati raj would remain unrepresenta-
tive. But all this could not happen unless there is a
'qualitative change' in the devolution of powers to
local units."

YO.IANA, January 26, 1989



user groups, producerscoroperatives, social activists,
social workers,educationist~' and the like: Some' work
c~n usefully be farmed 'out to professional agencies such
as Institutes of Area Planning, Natio,nal Institute of
Rural Development and the Universities should' be
encouraged to have their experimental laboratories as

, . the teaching medical colleges have rural centres. Let
them evol\'e 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

what is needdd; ? .

Enough-lip service has bee~ paid to the panchayati
raj instituti<;ms. What is now require'd is to evolve a
viable 'package' and'sl:!ed this in the states and all the

. more than three hundred districts ana more than five
thousand .development. blocks in the country. Green
revolution succeeded because the "package' of seed
fertiliser-irrigation was just right; Why blame -people,
the people? Itis our responsibility as planners to,evolve
a right package for the re- birth of panGhavati raj'
institutions. .-

63

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 to retire, the
bureaucracy from the rural scene and replace it
with NGOs, the non-governmental agencies. There
could be user groups, producers co-operatives,
social activjsts, soCial workers, educationists and
the .like." .

national levels. The unit of local administration was
made- to coincide with units .of .different tiers of'
panchayats. The basic objectives ofPanchayatSystem'
in Nepal" ar~: (i) to build democracy from, bottom'
.upwards (ii) to associate people. at all "levels .in the
administration and make' them participate in the
progress of the country and (iii) decentralisation
through genuine transfer'bf powers to the local bodies.
Nepal's Third Five ,Year Plan' (1965-1970) qutIined
'panchayat, sector' for utiiising local tesources for
development. The Sixth Five Year Plan lays' down a
detailed procedure for the formulation and implenien~-
tion of projects. by local papchayats,

"Ihspite Qf such an Qverwhelming 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 to panch~yati raj
institutions, mainly. from two quarters-the
bureaucracy and the. political leadership" ,.

The Asoka Mehta Committee suggested a two-tier
model, viz., Zilla' Parlshad and MandaI Panchayats.
True, village is not a viable unit for several activities. A
.mandaI .community of 30,000 may be taken as a viable

• siting

The foremost requirement is that panchayati raj
institutions' should be given a proper 'site' or place in
our political and administrative structure. The sub
commitee of the Consultative Committee of the

. Parliament has recommended that tliepanchayati raj
bodies should be: constitutionally recognised. The
district panchayat' institutions should' be given
constitutional recognition to improve their functions.

. There is a centrallist, state list.; there should be a'local
list' to indicate the powers 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

unit.' They ~mphasised m~nagerrient qf rural develop- ~hould also be provided to organise the el~~~
Preparation of electoral rolls, ballot boxes, invigilators ••mEmt 0 programmes and wanted the panchayati raj

institutions to rise up' to occassion. ,They emphasised etc. As there are central and state governments, there
that the existing scheme. of distribo.tion of pow-eors should also be 'district governments' responsive to the
betw.een the Union and the States would require ape<wle. As there are central sector and state sector
detailed-out separate consideration. Following Asoka' .schemes it follows that tliere should also be"panchayat
Mehta Committee Report, a model bill was prepared' 'sector' schemes. '
with a hope that every state government would follow
the pattern and pass the bill. This did aQt happen,
h9wever. . , .'

. TheG.V.K. Rao Committee Known 'as CAARD
(i985) pointed tmt that the decline in the status a~d
authority of panchayatiraj institutions may be attributed
to the reluctance of political leadership at state level to
share 'power with district leadership. The CAARD
s~ggested to entrust planning, plan implementl,ltion
and monitoring of rural development programmes t.o

• 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 effective rural development and.
nation building:' ' ..

,Inspite of such an overwhelming support from
, Committee after Committee. why then thepanchayati ,
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
grass~oots, bottom up development strategy? It is very
germane to considersome of the suggestions mentioned
below in .view of the fact that weare shortly to finalise
our '~pproach to the Eig~th Five Ye'ar Plan'. .
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codification of I~ws
< •

, , There. is need for the legal experts to look into the
codification of laws relating. to the panchayati raj
bodies in each state. These laws should refer to
periodicity of ele~tions, the marmer of fighting elections,"
the financi~l share of the district, mandaI and village
level panchayats, their taxation fields and the limits and.
the functions like franchise selling, fees for user type.
services and generally to augment resources. The whole

_ gamut of taxation; grants and loans l;>ecovered in these.
coaifications.' , .
An iinportant handicap of local bodie~ is local

finance. Local tax~s are costly to collect and are
poorly enforced. Weak administrative capacity limits
the abilities of local governments to. raise' revenues
effectively. Central governments. world over regulate
the few sources of revenues by controlling the tax rates;
prohibiting irx:reases in user charges and limiting the
means of revenue .collection and enforcement. Tax
reforms are called" for to broa<len the base. Effort~
should also be made to increase the 'debt service
capacity' of these units. .

District Panchayats in Gtijarat has recommended to set"
up a Panchayat Financial Corporation"to aUgnlent
their finances. The8tate Finance Commis~ions
should look into the question of' sharing the taxes
between the state and district panchayats etc.

expertise

There is need for building the planning expertise at"
the local level. This has been emphasised by Dantw&!a
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' indicatmg integr?ted area
development of all the settlements within thes~ blocks.
An. inter-disciplinary team of experts-economists,
. statisticians, sociologists, geographers and engineers,
architects prepared detailed operational plans
indicating missing- infrastructure with reference to
education, health, markets, industries, retail trade
. etc. These exercises need to be updated and propagated.

. training

'We are illlleaves of a majestic tree whose trunks
cannot be shaken.off its roots which are deep down in
the bowelsof earth. The mightiest wind can not moveit.'OO~~ .,. .

funding
Panchayats should increasingly tap the user charges ., Continuous training of Pilncha~atiraj personnel is

fot small works like rural approa.ch and feeder roads, very riecessary- an aspect that has not beEm
rural water supply street lighting, lqcal dispensaries for emphasised by. the earlier Committees; Nepal has a
health care and the like. Sale of franchise like use of central pimchayati Raj Training Institute and also state
gochar to shepherds for cattle grazing, renting out fish level 'panchayat training centres. The ce<ntralInstitute
ponds, forestry produce etc do indicate goodpossibilities. shOulddeveiop amethodology and discuss de<:entra1ised
The World Bank in their 'World Development Report planning, organising the poor, wome~, youths and the
1988' has referred to the experiment in India followed like etc, Training syllabus should be developed and
in South Arcot district. The 'corporate Villages' here tested in the field. Case studies should be undertaken

• have a villagecouncil, maintam-a villagefund; and hold a. for experimenting in the field the approaches advocated.
general meeting of the cultivators at least once a year~ The Indian Institute of Public Administration and the
They employ 'common irrigators' to distribute water National Institute of Rural Development should be
between and below the outlets. They also employ field asked to open separate Centre for. panchayati raj
guards to protect the bunds and crops from thieves. institutions. Political scientists and others should be
R.C. Mascarenhas of New Zealand, in his study of drawn"'into it.

milk c~-operatives [n Karnatpka has shown how. Letme close by a quotation from 'Mahatma Gandhi
the' dairy co-operatives have combined commercial. on.Human Settlements' .
approach ~ith producer partiCipation. There is now
greater emphasis on self help and probl~m solving. He
. has emphasised the need for building 'constituency
organisations' accountable to local people.

H.P. Chokshi in his study relating to' the working of
.,

"Enough lip service has ,heen paid tQ the
panchayati raj institutions. What is now r~quired
is to evolve a viable 'package' and s.eed,this in the
states and all the more than three hundred _
districts and "more than' five thousand develop-
ment blocks in the country':"
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'Are we really' serious about
Panchay~ti Raj ?

Pro T..K. Tope
)

A prominent educationist and farmer 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-
govemmentinstitutionslunction with greater confidence. Refemngto
certain l),ndisputed happen~ngs of the recent past, the author-points out
.that the politicq,l culture of India lacks tolerance lvhich is.an essential
ingredient for sharing of power. He qU(ites e;.eknsively from the'Ashok
MftheiJCommittee report which sa.ys that Panchayati Raj institutions
. are domirWtedby economical(yand social(yprivilegedsections of the society
and. as such, facilitated the emergence of oligarchic force~ yielding no
benefits to weaker.'sections. An .expert in 'legal matters,- Dr. Tope has
discussed the Panchayati Raj'system from legal point o/view. Keeping
the Sarkaria Commission's recommendations in mind, he proposes that '.
each State should have an Election Commissioner who should be
responsible forco.nductingelections of.Panc.hayati Raj institutions. He
goes to the extent ot recommending that political parties' should be
prohibited from seeking electio,nstoMunicipal Corporations and Nagar
Parishads. so that people should get an' opportunity to decide for
. themselves who their representatives should be without any political
consideration. . .

IT WASS~VEN YEARS. Al<'TERTHE inauguration'
. .of our Constitution, that a study team was
appointEld to study interalia. the pattern of existing

,tnct aaministration and ~;uggestits reorganisation.
The study team was knowp as Balwantrai Study Te~,
Shri.Balwantraibeing the head of the Team. The study
Team recommendeq. aqministrative dencet1'8llsation

'YOJANA, .January 26, 1~89

for effective implementation of development programme
and fwther laid down that the deceritralised administra-
tion should necessarily be under the control of elected
bodies. It recomended three tier Panchayat Raj system.'
Such a system was first introduced in Rajasthan ~nd
Andhrain 1959. .

07.
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tolerance in politics

Panchayat Raj necessari ly means decnetra1i sati on
- of powers and functions~ Does India's political cultUre
encourage de<;entraIrsation? A survey of past few years
leads us to the conclusion that there is unwillingnes!>
on the part of politicians, to share power. ,Decentr!llisa-
tion necesslirily involves sharing of powers with
others, even with those whomay not nold the same view
as you nold. Tolerance is a necessary ingredient in
decentralisation. But, India's political culture ha~
recently"exhfbi ted lack of tolerance. IIi 1977, when the-
Congress Party w.asdefeated at.the polls to Loksabha,
the Janata Party which was in- power in the Union,
Uovernment,. introduced Presidents'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 ele-etions to Loksabha, introduced
. President's .rule in states where Janata Party was iiI
power. In Mcihrashtra, inspite of the constitutional
Ilrovisions rega~ding establishment of separate
developmf:)ntboards forVidarbha. Marathwada and the

. ,. G' -
rest of MaharasMra, 8uch.establishment was opposed
fOI"lMlumberof years.

"IfPancnayat Raj is to'be a success, it is -essential
'that our political' culture must a~cept iii inevitablenss

. ,
'(b) No candidate should be declared elec~d unless he

"The elections to PRl's must beheld on -time,
State Governments should liot have the power to
postpone elections to PRl's. Timely elections can
be assured only when the responsibility of
conducting the election is entrusted to the
Election Commissio'n.'

we gIve concrete 'shape to our enthusiasm lor
Panchayat Raj. Recently Prime Mini ster Raj ivGandhi~
i,n his capacity as the President of Indian National.
Congress obsorved :- '

"Out of every Rs. 100, allocated to development
Schemes. Rs. 85 were spent on salari,es aQd buildings
and only Rs. 15 on the schemes.;. we cannot .pretend
that planning is.effective if the roots are not in villages
and in the houses of the poorest of the Country."

\ ..,' ,

panchayats playing marginal role

These observati ons clearly 'i hdi cate the failure of
development' schemes through Panchayat Raj. In
Maharashtra Pahchayat 1taj Systefnwas introduced on,
the recomendation ofNaikCommittee., There are
three ti ers namely Zilla Pari shads,Panchayat Sami tees
and Vill~gePanchayats.These bodies were created
under an Ac't passed in 1961. Naik Committee argueci
persuasi velY,againstgiving representati on to M .L.A.' s
andM;P.'s on Zilla Parishads. However, the lust for
power, ultimately led to the creation of District",
Planning and Development Councils (DPDC) onwllich
M.L.A.'s and M.P,'s have full representation. Thes-e'
D.P.D.C's are now playing a dominentroie and the
PRI's only a m~rginal rol'e. It is suggested ih some
quarters that State Development Council on the lines
ofNati onalDevelopment Counci Isllould be establi shed
in i:!achState, to bring the represenf,ati ves ofPRI' sand
authori ti es engaged ,in development process together.

Anotherfact of the PRI's is that the party in power in
the S'tate looks upon PRJ's as instruments fOI:streng~
thening the roots of the party at the grass roots level.
Some critics have pointed out that PRJ'S are nothing"',
but a device to di stri bute poli ti cal pgwer among ,the

o~ tolerimce .in politic~. Many States. established members of the political party in power in the state.
Panchayat Raj as a result of Balawantrai Committee Dr. B.Ii. Affibedkar was'against Panchayati Raj. His
Report. Government of India appointed in December reason was the caste"dominance in villages with the
1977, a Committee under the ch:lirmanship of Ashok result that the scheduled castes always rec'eived 'ill-
Mehta, to review the e~isti~g ~itl1ation regarding treatment at the hands of the advanced castes and
democratic decentrallsation, ...and the working of the classe's. Ashok Mehta Committee and P.B. Patel
Panchayat.Raj Institutions, from the district to the Committee i~ Maharashtra (1986) have mentioned.
village level etc ...". The Committee submitted its .-this aspect. PRJ's are dominated by the dominant caste
repOli in August, 1978. Foltowing passage from the in the district. Thisis proved by survey conducted by
Reportis self explanatory. Social sci entsts in Indi a.UnfortuIiately thi sis a fact of

soci al structure in our country and it has corroded our"In geneI;arthere has been disappointmen, t with the 'political, social and economic tife. According to meworking of PRI's which,is traced in stronger or,milder
terms, to a number of inadequaices'and failures. PRJ's this is the inevitable result of parliamentary d~mocracy

d . t db' 1 d . 11 "1 d accepted by the framers of the consti tuti on. We willare omma e y economlca y an SOCIay pnvI ege
sections of the society an<;lhave as such facilitated the have to find an alternativ~ to this system. As far as PRJ's

are concerned Iwouldmake following recommendati ons:
emergence ofoH garchic forces yielding no benefits to Karnataka P~ttern. should be adopted in~all states in
weaker sections'. The performance of PHI's has also
. been' vitiated by political factionalism rendering India with followingmoditicafions :-
development thrusts _either warped 'or diluted. election ot the representative bort}
Corruption, inefficiency, scant regard for procedures,
political interference in day to day admi nstrati on, " (a) President and Vice~Piesidentsof.Zilla Parishads,
parochial loyalties; moti'lated "action, . power Panchaya't Samities and heads of the Village
concentration instead of service consciousness, all Panchayats, should be directly elected by the voters in
these have limi ted uti lity of Panchayat Raj for average thei r respecti ve constituencies;
villager. (para I. 9) Have things changed since 1978?
Anhonest answerto thi s questi on must be given before

..
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Amendment bill,

. ,

(F.()rty-Third
1977)
-A
Bill

further to amend the Constitution of India. Be it
enacted by parliament in the twenty eight year of the'
Republic of Indi~ as follows:' .\ , ' .

1. This Act may be called the Constitution (Forty-
thil'd Amendment) Act" 1977 '

The constitution

Panchayat Raj, Political Pa~ies which have 'received
S~bols for election from the .'Electjon. Commission'"
must be prohibited froms~eking elections to Z Ps,
Panchayat S8JIlit~saridVillagePanc~yats. Let us leave
atleast this field to the people to decide for thems~lves
who their representatives should be without any
political consideration. Career of politics should 'be
kept awayatJeast from ZPs.I would, as a matter offact,
recommen<l that the political parties' .shoul~ be'
ptohibfted from seeking elections to.' Municipl;ll
Corporations and Nagar Parishadsalso.

the amendment'bill

, Following is the text of the Constitution (Forty-third'
Amendment Bill) 1977. '
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secures 51% of the ro"talvotes {:ast. If there are more; controls only 25 to 30% of the 'total plan funds. You
than two candidates seeking election to the respective argue. that some schemes are so~importanfthat. even
posts and no candidate atthe election gets ?1% ?rrilOre' though they are in the district, tlieyhave to be In t~e ,
votes cast, candidates gettingvotes on unmber.three ,state pool but operated at t,he district level:l.
ana downwords should be eliminated and the first two, The above passage 'clearly' indicates our political
can:diates should 'be asked to contest election next culture. States have been blammg the Union Govern-
week' and a candidate gett,ing highest number of ment for depriving the States ofthier financial
votes would be declared elected. The above resources and.political powers. In turri, states have been
method of election wouid ensure that the heads ofPiu' S depriving Z P sof their financial resources ~.d powers.
,represent atle'ast 51% of the people. in the constitency Our politicians talk 0Il:e thing alid practise anQt~er
who voted at the' election. ,This would, to a certain thing. In this political culture, We are w'itnessmg
extent, reducetheimpoItane; of doniinant caste in t,hl' ,enthusiasm for Panchayat Raj. I hope it is nota move for
area. winningvotes in coming election. If weare really serious

about 'Panchayat Raj,'.I' could, recommend an
The elections to PRI's, must be held on time. State amendment oBhe' Constitution. As a matter of fact a

Govenments should not have .the power to postpone " draft bill for amending the constitution was prepared
election~ to PRI's. Timely'electionscan be assured only in 1977. It was' called the Constitution (Forthy-Thira) ,
when the responsibility of condusting the electio~' is AmmendmentBill1977. The provisions of the Billw,ere
entrusted to the Election Commission.' , J.. supported among others by S.M. Joshi, Indu. Bh~i

, Patel Ram NiwasMirdha. and E.M.S .•Namboodnspad.
, The,Sarkaria Commission has already recommended . The text of theBili is giveD;at the end of the ,articie. •

reconstrtictionof the Election Commissit>D. It is . , ' ,
submitted that each state, should have Election I would ~e to make one more recommendation. This
Commissioner. He" should be responsible for con recon..nendationmust be included in the amendment
. ducting elections of 'PRI' s. State Governments to the constitution. If we are really' serious' about
should have the .power only. to suspend any Z.P for a ;;.. ~------~
maximum period' of six months, on grounds, of "Another, fact of the PRI's IS that the party in
missmangement etc. But, immed~tely after suspension, pow.er in the State looks upon PRI's ,as
'an' 'inquiry committee headed by a judge, ,to b~ instruments for strengthening the roots of the
appointed in consultation with the Chief.Jtistice of the Party at the grass roots level. Some.critics:have
High Court,' to conduct an inquiry must be established 'pointed out that PRJ's are nothing but a deVice to
The report of the Inquiry Committee will be placed di'stribute politicaLpoweramong the members of
before the legilative Assembly of the State and if th(. the political party in power in the state':'
Assembly passes a resolution' to dissolve the ZP by 2/:1
majority ofthe members prelient and voting, then alone
the ZP should be dissolved; otherwise ,the suspension
will come to an end the ZP Willbe allowed to complete
the tenure under the Act. '

erosion Qf district share

I wou.ldlike to invite attention or'readers to the the
,observations made' by a former I.A.S. Officer of
Maharashtra who later became a Minister' to the
Governmerit: He was speaking in a seminer on,
. Panchayat Raf ' '

•"We wish our subordinates to be competent; but we-
do not allo~ them to blossom aiId flower. W~ 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 ,
democratic dencetralisation in planning. A tremendous
amount of exercise of mindahd bram .and effort

_ was made to'deJiiD.it the powers and objectives of
, district and state' planning. V'!~decided at that time that
the district should have 60% ofthe total fund ,available '
f~r 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) intru~ion and erosion of the district
share with the' result that to-day district planning

.'



2. After PaitVIII af the Canstitutian, the fallawing
part shall be ins~rted, namely:

Part IX
, Local Government
(Panc~ayat R.aj)

In ihili part-

"Count::il", means a village p'anchayat, district'
council, aad includes a regional council, where such
cauncil is constituted. '

In every State, the State Government shall, by
public notification, 'divide each district in that
,state iiltoas many units of Self-government as the
State Government may think fit for the purpose of
organizing villagepanchayat.

(1) In every State, there shall be established-
(a) a village panch~yat far each unit af self-
gavernment constituted under Article 243-A
and

(b) ,a districtcauncil (by whatever name called) far
each. bistrict.

(2) Withaut prejl,ll!ice to. the prbvis'ians af clause
(1) a State Gavernmerit may canstitute region~l
cauncils (by whatever name called), each such'
caunil camprisirw such number af village
panchayats'within a'district as it thinks fit

(1) The Stale Gavernmentshall make a law to. give
effect to the pravisians af this part.

(2) Eaeh:Cauncial'shall cansist of such, number af
elected members as may be specified.in the law
made under clause (1). ' .

(3)' The members of thE:Council shall hald office
f6r atem of four years from thedate appainted
for the first meeting of the Cauncil after general
elections to. die Council. ., . "

(4) Each such Council shall be a body carparate by
the name af(name af the Council) and shall
have perpetual succession and a common seal
and shall by the said name sue and be sued.

(5) The State Government may make rules to.
. provide for- '

(a) . The machinery, in consulatian with the Chief
Electian Commissianer, for the Superintendence;
direction and control of the preparatian af
electroal rolls far, and .theconduct of all.
electians to. the Co~ncil; ,

(h) The delimitation of territorial constituencies for
the purpase of electia.ns to. the Cauncils';,

(c) rhe qualificatians far vating at suph electians
and ,the preparation of ~lectaral ralls therefar;

(d) The qualificatians far being elected .atsuch
electian as members afthe cauncil;

(e) .The canduct afitsmeetingand its pracedure in
general; and '

(f) 'All ather incidental matters.
(1) ,The CauQcilshalrperfarm such executive and

administrative functians within their respeCtive
funCtians ,within their rep'ective territorial
jurisdictian as the State Governme;nt may, by
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ll;lw,canfer an theminch;dingfunctians relating
ta- .

(i) The pramatian af ecanamic arid sacial
<;levelapment; and ,

(ii) Implementation af plans relating to. ecanamic
and sacial develapment made by the Central
Gavernment ar State Gavernment

'(2) The State Gavernment shall, with a view to
decentralise its pawers 'endeavaur to devolve .
progressively greater powers and respansibilities
an the Cauncils to. enable them' to. functian
effectively as institutions af self-gavernment.

(1). The Stat~ Gavernment may, bylaw, autharise Ii
Cauncil to. levy and callect in accardance with
prescribed pradedure such taxes and fees
as the State Gavernment, thinks apprapriate.

(2) The State Gavernment may also., by law assign
to a Council such duties ;md taxes levied and
collected by,it, far such purpases. and subject
.to such conditions as may be specified in the
law, and may also. makegrants-iti-aid to. such
Cauncil. '

(3) There shall ,be canstituted for e~ch, village
. panchayat a Panchayat Fund, far each district
Cauncial a District Fund ar.d for each regianal
Council, if any, a Regional Fund to. which shail
be credited all moneys received respectively by
the village panchayat, district Cauncil and
regianal Cauncil.' ,

(4) The State Gavernment may make rules for the
management af such funds, far the prqcedure
,to. be follawed in respect of payment af maney
into the said funds, the withdrawal of maney
therefram,the custody of money there in apd
any'ather matter cannected with ar ancillary to.
the matter afaresaid ..

(5) The Accaunts af the Cauncils shall bekept in
such farm as the State Government may
prescribe. .

(6) The Camptraller and Auditar -General shall
cauae the accaunts af' the Cauncils to. be
-audited in such manner as he thinks fit and the

v reparts af the Camptroller and Auditar General
shall be submitted to the' Gavernar who shall .
cause them to. be laid befare the Legislature of
t.he State.

(1) The State Gavernment shall within twoyears
fram the cammencement of this part and
thereafter at the expiration af every fifth year'
appoint a cammissian to. review the finanical
pasitian of Cauncils and make recommeuda-
tians to. enable such Cauncils to functian
effective'y as units of lacal self-government ..

(2) The Gavernar shall cause the repart' af.
'cammissian to. be laid before the Legislature of
the State tagether with an explanatory ,
Membrandumas to. the actian taken therean' .

(1) In respect af areas within the jirisdicatian af
ane ar mare Village pal1chayafs, the State
Gavernment may, by law,pravide for the
Canstitutian af Caurts arNyaya Panchayats far "'.
tnal af suits and cases between the parties all bf

rContd. on page 94)
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Planning from below
Dr. D.M. Nanjundappa '

'Development plans ,are designed to fulfil the needs of the peop~e.Hence, ,
direct involvement of the people in the implementation of these plans' is
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.apos'sibility thatplanning may result !nto
an unintegrated e~ercise for resourceslar in excess of availabilities arid

.' >, programmes uncoordinated and unrelated to felt needs. Emphasising
the importpnce of Panchayats he points out that these representativ.e
bodies enjoy certain advantages in the matter of locally manageable
small projects included ina larger development plan meant/or the whol~
State: ,The author holds the view that the Panchayati Raj institutions, as
local instruments of economic development, offer the local people, '~rtheir
own socialism" instead of imposing'anythi~ like that from outside. He
suggests that youth who look towards future, should be brought within
the fold oltheseinstitutions and beprovided with an opportunity;to serve
the people and demonstrate their capabilities. " .

PLANNING FbR DEVELOPMENT BECOMES
, FRAGMENTARY or unintegratedif it lac~s.

spatial dimension, A national plan has 'to be
formulated through a, hierarchy of integrated regional
or sub-regional or district or state plans', In their
preparation, due consideration is to b~ given to',

~ regional or local problems of areas varying widely in
land' form and 'use and their potentials,' popul~tl9.n :

.'. '.'~ "j,.;,-.

probl~ms, resources, infra.structl;lres and processin~
needs. If this is accomplishetl, the plans of differ~'nt

'. ' - - . ii .~'.'''. -15 i' t, ~
areas can then be integrate,diriJ:q a,;~~tu~Hy 5?~H~Wlj~
state,pla~. " ,'. \ " .1-: ". ~,. f', t _i.

i ',.0.r. ""pre(l~ririg"area'plal1s
. , r f, '_',{"_-<~1<~~':' •. ,;" "-_"~",,1'"~r' -,:!'-P .,~ ,::!-t

,T.~,s~e,:~.xist,.m~~(Dprt.ie{~ ~?,W,~'ipt~6~~~~!oh,.or
spatial dlmel)slOn Into the process of planqIng, While .'jn.~ ;~~i'~t -; r ••••. : t; ..--'l; it -:,;",~.:,~'(~ .•.":.<"r 'd '-.•. '}L-,

Fi ~l-i~ .• ,", .•..•~.~t.:rr~-~../- il. ';J .•.:" f"~(!-:r'.. 'f ~-.,-'.:;...,.~.~er~~) -~ '>-l_~_
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"Instead ofa uniform application of development
programmes all over the state irrespective of their
suitability to local physio-geograph!c8I conc:ti:tio~s,
area plans are to be prepared after indentifying the. ..,
strategic variables and ~xamining'their, interaction."

the national plans provide the over-all'framework' of.
growth rate andsectoral 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 ino(der to identify .
the point at which the state stood particularly with
reference to the development of natu,ral resources and .
infrastructure and' existence of regional or sectoral
imbalances and the volume" distribution or
diversification of employment opportunities, .This is
also the level at which resources that are forthcoming
from the Central Government and the manner of their
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 A flow of funds to the state plans,
such resoUrce accrual largely determines the choice .of'
pr()g~ammes 'irresp~ctive of. whether theyrefled' "ocal
n~edS or not. Moreover, If there are. no functIOnal
agencies. at the district or taluka or village level

charged . with the power and responsibility for.
exa(llining the land form and land use of the area,
loc~l needs, resources and their inter--relationships,
instItutional arrangements' and potential 'patterns,
pianning at the state. 'level 'has to evolve the
programmes and priorities' on the basis of its own
assessment of the requirements of the ~tate as a whole;
The result is an unintegratedexercise' for resources far

. in excess' 'of . availabilities and programmes
uncoordinated, unsynchronised and unrelated to felt

. 'needs.
To overcome these defects, planning 'from. above is

to be matched by a process of planning from below.
. That is, planning is to be rationalised by efforts to

p1'epare the village, taiuka' block or district plans.
Instead of a uniform applic.ation of development

. programmes all over the state irrespective of their
suitability to local pli:ysio-geographical conditions.
area plans' are to be prepared after indentifying the

. strategic' .variables and examining their interaction.
Area plans make. the people to identify' the
program.mes meant for their locality and this would

. lead to the concentrating of' the .programmes' arid
'.invoking of ~ecessary co-operation from tile people in
implementation.

innovation for planning from below. They give a set of, .
inter-connected democratic an~ popular institutions at
the village, block and' district levels in which
representatives. of. the', people on the' village
panchayats, panchayat Sami~is and. ZillaParishads
function with' the .official of administr;;ltive and
developing' agencies of the Government asa 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, pa~chayat raj
without development would be a barren and sterile
concept. .

There are two consequences of this experiment.
One' is fhat it supplies an interlinked institutional
structure together with' decentralisation .through

.deiegation as well as devolution of powers and
functions. The second is 'that it supplies institutions
which are primarily units of local goverryment whose
important objective is' economic .and s'ocial'
development.

The. distinguishing features of these. Institutions' are:'
Local,' Democratic and. Efficient which offer the
kernel of the whole problem. It should be local
be~aus~ it must be closer to the grass roots, the

.CO(llmon people and their problems; it, should be
democratic because there should be a place in it not
only for the few educated or elite but foral! the
people whose respect it can enjoy'.by its affinity; it
must be dficient because operating as it'does from a,
scarcity base, 'benefits from it~ programme should be
maximised with minimum resource spending.
. Local Government'is closer to the people than State

or Central Governments. Identification of the needs
and execution of the programmes are so much easier.

.arid 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
r.epresentation. sustains and consolidates' the

. achievements ..
The Panchayat. Raj Instjtutions' enjoy. certain

.technical advantages in the matter 'of 'locally
.manageable smal! projects inel.uded In a development'
plan .. They make developmental efforts economically

! easier because of the short gestation period of. tbe
small wqrks, They promote undertaking of the
secondary programmes which are complementary to
major projects exeCuted at the higher .levels. They
offer. jl device for planning and provide a structural
link .to the projects of higher importance. In 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

.local, dem~ratic and efficient nece'ssary to ensure that expenditure on local projects
'P:chay:tRaj Institutions' offer an' institutional' conforms to the rreedsand wish~s of the locality and
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"In the context of wide-spread poverty and low level of
soCial services, panchayat raj without development
woul~ be a barren and sterile concept."

representative l\nownas the adhyaksha. In AndJ'll:a
Pradesh. besides the zilla' praja parishad. there is

. another 'Ie\;el committee (zilla' abhivrudhi sameeksha
mandali)' under thechairnianship ofa state miIiiSter to
act as an apex, body at thedistnct level. It mainly
consists of district.,legislators (MLA, MLC and MP
and-experts nominated by th~ state governments). The
chairman of the zilla. praja' parishad is its
vice-chairman while the 'collector is its ex-officio
secretary.

As for the membership of these-hodies 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 ~f ~he I:J1andalpa'risha~ and zilia parishad .
are' ex-officio members. The chairman is 'directly
elected as in Karnataka. .. .

_The system. of direcL election to t,hese positions is a
major depature from the earlier system. 'In Karhataka

_25 and 18 per .cent of the seats in these institutions are
reserved. for women. and the schedu'led castes and

investing it with a~equate power and assigning to it .
appropriate finances •..,

their o,,'n socialism

It is therefore' clear that a high dee.ree of autonomy
is essential for perfdrming thes~ funttions. ~eadjusting
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 ,PanchaYiit .Raj Institutions as loc,~1
instruments of economic developp1ent offer the people.
"Thc::ir own socialism". instead ,of imposing. anything
like-that. from outside_

.Following the Balawantrai committe~ .report.
several states adopted the panc~ayat raj, system. Most.

i'$f; of them failed owing to the fact that decentralised
planning did not take' place and leadership did not
develop. There was more. of reliance on the
bureaucracy for' achieving the developmental
'objectives. Change-orientation and result-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 onfulfillipg a democratic principle like the
representatives of the people being elected rather than
.the right typ.e of leaders being elected on the basi!! of
their professional knowledge and 'commitment. fOf.
rural development. Then, the question which arises is tribes respectively. Also a senior officer of the
whether tBe,structure of panchay'at raj system which is. administrative service has .been~ posted as the chief
based even on the Ashok Mehta committee report executive officer of the zilla parishad. In Andhara .
answers squarely the needs of leadership. Pradesh,' only an officer junior to a collector, known
/ ' the Karnataka~d Andhramodels 'as. the district development officer, works tinder. the
The' Karnataka 'model is more radical than those . overall superVision of, th~ Chairman of "'the zilla

~ / adopted oy other states. The reason is that in parishad. B~sides, the district collector has a'sayiI1 the
Karnataka, instead of allowing two streams of .affairs of the panchayat raj institutioQ. In Karnataka it

is not so. .
. \ development, a single stream is established in the

., sense that aU plan scheme's identified as falling within. Also, many development. departments, particularly
, the-districts and the local sector and the non~pian the.DRD~, are still outside the purview of the ziJIa

items have Deen transferred to the newly formed zilla' panshad m Andhara Pradesh., In Karnata~a the.
parishads and mandaI panchayats. . DRDA has been merged with the zilla parish ad and

In .Karnataka and .Andhra ,Pradesh,' mandaI nearly 45 per cent of ~he state. plan resources an;:
panchayats are for~ed for a group of v.illages though transferred to the ZIlla panshad and mandaI
the population size varies from 8,000 'to 12,000' in . panchayats.

,Karnataka against. 35,000 to, 50,000 in Andhra For making the panchayat. raj institution function
Pradesh. In the ca~e of Malnad districts of Karnataka, effectively, the demarcation ot the sectors namely, the
the population criterion is 4,000. . zilla sector or panchayat or mandaI panchayat sedor
. At. the grass roots level the 'village panchayat has -and the ,developmental schemes are to be' identified ..

been retained in Andhara Pradesh while in Karnataka In the Karnataka model schemes transferred to Zilla
it is replaced by the grain sabha. As for the block and. Parishad foiwhi?t they will be r~sponsible in the
taluk level s.et-up, the existing pan.chayat samiti has areas covering agriculture, horticulture, soil
been abolished in Andhra Pradesh while it has been conservation, animal husbandry, fisheries, forest, rural'
retained in Karnatakabut without pQwers. developme!1t, minor irrigation, roads and bridges,

At the district level in Kaniataka, the earlier district nutrition, primary and secondary education, Indian'
development council under the. chairmanship of .the system of. rhedicine, rural health, primary health
deputy commissioner has. been replaced by the zi1la centre buildings, family welfar~, welfare of weaker

,parish ad which is. now headed by the elected sections including Scheduled Castes/Scheduled

~-
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Tribes, stipendary employment. scheme .{or
unemployed, social'Yelfl:lre, housing, village and small
industries,. cooperation~ •Civil supplies', sports and
youthseIVices etc.' ha~eb~enUsted. SiJriil~ly
corresponding to the powers and functions of mandai
panchayat, schemes transferred. to. the, mandai
panchayats .for which they will .be responsible have
. been notified .andthey cover areas like adult
education, rural water supply, housing, welfare of
SC/ST, agriculture, rural development,. roags and
bridges; welfare of backward classes and minorities,
. special component plan, nutrition,. horticulture, soil
conservation, animal husbandry fisheries, forests,

. .cooperation, sericulture,. sports andyouth services.

has to undergo IS yet to get crystallised. Nevertheies's:
it should be noted that wherever bureaucracy has been.
of the type. which is at. .ttie "receiVlilg end", the
response to development ~as been more encouraging
unlike most other 'scenarios where bureaucracy. is at
. the "giving end" . ~

. need for tdiined planning inachinery
Under decentralised planning, for the mandai

panchayats to play. the. role effectively in the overall
. .framework of the .zilla paris~ad set"up" it jsvery
important that the. plan formulation for various
schemes .entrusted .to them is done on a scientific
basis. Asthe plans are to be integrated spatially and
sectodlly, a' well trained planning 1pachineryis
needed .. In some of the states, .particularly , in

"Local Government is closer to t~ people than State. Ka:rnataka, the planning machinery is well establi.shed' .
or Central Governftlents. Identification of the needwitn functional divisions ,like District and Regional
and execution of the programmes are so much easier. ' Planning, Manpower PI~nning, Evaluation Perspective
and prompt with administrative units at the local Planning, Plan Moniioring,P.lan Finances and
levet" Resources and the like. In fact, for each one of the.
--------------------- zilla parishacls there is a Chief Planning Officer (a
For tbnsfer of funds from the state to the zilla technical officer with required *iIIs) assisted by a

parishads, an objective 'criteria giving weightage. to manpower planner, projeCt evaluation' expert,
population and backwardness has been developed. cartographer, economic analyst, statistician and the.
' Similarly for allocation of plan funds which are to be like. This group is further assisted by the State level
earmarked for the mandaI panchayats, obje.ctive District .Planning Machinery. Wherever such a
indicators 'covering population, .area of the mandaI, machinery does!}ot exist, it is'essential thafimmediate
dry land area, agricultural labour population, steps are taken to provide it.
percapita resources raised have been considered. , The other aspect of the training is with reference to .
It is not intended here to go into the merits and. the members of .the zilla parishads and the mandaI

demerits. of this new. model in the context of panchayats .. No doubt, the members have the field
de~eloping leadership. But it is irrel~vant to the knowledge and some of them might even be. those who
theme in so far as certain jnferences.do .follow from can ail~iyse!ihe problems,satisfact.orily. But one is not
the.get-up. . sure of the planning skills of people who get elected.
No . doubt, in the Karnataka model the zilla

parisha.ds have been given. the status of a "It is no secretthat bureaucrats have often felt that the
mini-government buf the weakness is that. at the political decision~maker lacks expertise' of skill and is
mandai. level there is no administrative ma<:hinery' not fully aware of the structure and po)Jcy. Therefore,
which can execute- the pr9grammes for. rural, tbeleaders.hip leaves much to be desired and this has to
development in the area. The mandaI panchayatshave be made up by bureaucratic advice. This may not be
to depend on the zilla parishad machinery. tenal}le in all cases." .

. . . transformation in bureaucracy -
Against this background, the role of 'bureaucracy is Therefore, both the elected representatives and the

interfaced w~thpromoting leadership Jor development. officials require intensive training in planning. at the
It is no secret that bureaucrats have ofte~ felt that the mandaI level and at the district level for drawing up of"
political decision"makerlacks expertis~ or skill and is an' action plan forimplemeotation; Such training can .
not fully C\wareof the structure a'nd policy. Therefore, ,be institution-based and also combined with
the I~adership leaves much .to be desired and this has on-the-job training. In certain situations under !he
to be made up by bureaucratic advice. This. may not panchaxat raj, where efforts are made to involve the
be tenable in alI cases: weaker sections and the masses in general, the system.
The bureaucratic phenomena has grown over the is .confronted with mass illiteracy a"mong the people.

years covering several new state activities which ate Therefore,' the top-most priority will .have to be
burgeonirig. . ' " assigned for the removal' of. illiteracy' b?tI1 thr6ugh
In the context of decentralised planning and 'crash schemes and through' functional literacy.

developi~g' leadership' f6rdevelopment at the different progr~Qles. Audio-visu8J aids' have 'to 'be literally .
levels, what kind of transformation the burea~cracy used and the resOUrces now. availa~le in the..
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,
required: a measure of.control

. .To. Illakepanchayat raj institutio.ns mass mo.v~ment,
there should be a voluntary curb to ensure th8t nO'one
continues in po.sitio.nin such institutio.ns formo.re than
a specific perio.d say 3-6 years. C",reful attentio.n is
needed in this area to. evo.lve appro.priate legal and
o.ther_frame,wo.rk.
The Yo.~th hav"ea mo.re o.pen mind than o.thers: It is

. fo.r the o.~vio.us.reaso.n that they are no.t co.mmitted "to.
past and that they are free tQ take alo.o.k at the future
.an~ ',determine what.. they can do.. Th~t'efo.re, they,

."The youth""vea more open miDdthan othel'8.lt is
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 tie brought within t~e democratic functioning of
these institutions."

can be made"'to. pro.vide. the matching co.ntribl,ltio.no.f
10 to. 25 per cent. So.me such incentiVe wo.uld be 1i~eful
In. pro.ddding panchayat raj institutio.ns. to. go. in for
co.mmunity reso.urce mo.bilisatio.n fo.r develo.pment
purpo.ses.
A majo.r hurdle to. .be .faced is the conflict between

o.fficialsand the no.n-o.fficials. There is a gt:eater
tendency o.n the part o.f the Io.cal members including
the o.fficials to. succumb to great pressures which may
lead to. wro.ng prio.rities and impro.per: cho.ice o.f
lo.cations fo.r the schemes. Often the o.fficials and the

I ,.

no.n-o.fficialsmay clash with each o.ther, o.bviously, due
to. lack o.f pro.per understanding o.f. the planning
process, the prio.rities, funding and their relative
respo.nsibilities and ro.les. ,It may alsQ be due to. the
existence o.f it 'sup~rio.r-it'iferio.r' relationship' feeling
obtaining amo.ng the Officials and no.n-o.fficials.These
have to. be remo.ved by educatio.n and training. It may
be necessary to establish, a machinery at the state or
the district level co.nsisting o.f senio.r o.fficers and the
to.p brass o.f the po.liticalpartiesto. rush to. such mandai
panchayats o.r zilla parishads where co.nflicts manifest"

community resource mobilisation
.The questio.n that the Panchayat Raj institutio.ns 90

no.t raise eno.ugh funds must be answered squarely.
There was a time 'Yhen the lo.cal secto.r was untapped
by the tax instruments.' No.w, ,~it 1S fo.und that
practically, an items are to.uched by the state tax
po.licy 'and there is very little left fo.r the lo.cal tax
. handles. The village h'o.uses Dr the village shandies no.
100ngeroffeT an attractive reso.urce "basis. Again, the
pricing o.f agricultural co.ritmo.ditjes is yet to. beco.me
satisfacto.ry. However, there can be a matching device
whereby in the plan schemes 75 Dr 90 per cent o.f the
funds are o.ffered and the panchayat raj institutio.ns

universities;co.lleges; seco.ndary scho.o.ls,. vo.luntary
o.rganisatio.ns and champio.n -vg1unteers in villages
must be fully utilised fo.r mo.unting a mass Literacy
Mo.vement. The NCC can easily be brought into. this
frame-wo.rk. .

s&octioning power for scheDJ"es.
Decentralised plannjng under the panchayat raj' set

up has also. brought with it the'decentra{isatio.n of the
finances and the delegatio.n. o.f the po.wers. Ho.wever,
in actual implementatio.n, there are certain pro.blems.
As fo.r the delegatio.n o.f Po.wers, the heads o.f the
departments may still try to. have so.me re'serVatio.ns. It
sho.uld, ho.wever, be made clear that the mandai
panchayats ~nd the zilla parispads have 'fun p.o.wersto.
sanctio.n the schemes and also. release the funds.
Under no.'circl,lmstances, sho.uld there'be any o.ccasio.n
for referring, an o.ver again, the schemes for sanctio.n
to. the state level.
Often, an issue is raised that mandalpanchayats and

the zilla parishads depend so.lely upo.n the funds
. devo.lved fro.m the Central Go.vernment Dr the State
Go.vernment. They do. no.t raise reso.urces o.n their
o.wn fo.r develo.pment, programmes .. Under tlie
panchayat raj set up, ,there sho.uld be a -change in the
very pro.cess' o.f financialappro.vals .at the Planning
. Commissio.n level itself. When the State plan schemes
.are finalised, the Planning Co.mmissio.n sho.uld

I • •• • .•.. •. •

co.ncentrate o.nmaJo.r lrngatlo.n, po.wer projects, maJo.r
,transpo.rt and majo.r industries and the rest o.f' the
reso.urces co.vering both the central. assistance and the , ---------------------state reso.urces are to. be sho.wn as 'untied fo.r,
devolution' in turn to. zilla, parishads and the mandai' They'sho.uld guide them immediately and so.rt o.ut the
panchayats within the state. Also., there is a need fo.ri pro.blems. If this does no.t' happen bitterness
po.o.ling o.f reso.urces at the district level which wo.uld accumulates and that can strike at the very ro.o.tso.f the
imply that.aIlcent~al secto.r scHemesfo.r which. funds system. It is in this co.ntext, thato.ften it is reiterated
are released by the centre ,have to. be po.o.led at the' that with decentralised planning there is no. need fo.r
zilla parish ads level and the utilisatio.n o.f this mo.ney la"rgenumber o.f senio.r~mo.sto.fficials to. be at thestat"e
sho.uld be with reference to. the zilla p~lfishads plans Secretariat. Their' se~ices should becOlPe available at
and the Qlandalparishads plans.drawn by the planning the district and even at the mam:lal panchayat levels;'
machinery. This, in no. .way co.ntradicts the witho.ut adding to. expenditures o.n admin~str!ltio.n, the
respo.nsibility fo.r acco.unting o.f expenditures, but, it re-deplo.yment. o.f the senio.r level staff can be
facilitates the establishing o.f pro.per linkages amo.ng pro.fitably do.ne. Finally, for panchayat raj to. succeed,
different schemes. it is the leadership which wo.uld be o.f paramount

impo.rtance. This applies to. the o.fficials and to. the
no.n"Qfficials. ' .

ri
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Village Panchayats

Total freedom from the strangleh.olds of Central and
State level political leadership, non-elected members
and officialdom is a prerequisite for effective function1ng
of panchayati raj. .

PoliticalIrtterference 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 question of

-----------------------

'''It is not desirable to vest. the powers of the
supersession' and dissolution directly in govern-
ment's hands. The central.Issue for a functioning,
democracy at the lowest level is that the locaJlevel
iiJstitutions should not existat the sweet-will and
pleasure of the government in power."

MandaI 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' STs in a district, but on the
political interestsof.the ruling party.

It is not desirable to vest the powers of the
supersession imddissolutlon 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 po-NeroThey should be autonomous and guided
by the larger interests of the local community Within the

. overall framework of national interest. It does not mean
that tnereshould not be any check and balance: These
controls should not he from above, but built in

- horizon~Uy,.by peOple themselves.l~][!][!]

, True democracy cannot be worked by twenty men
sitting at the centre. It has to be worked from below by
the people of every village., .. ~ .

In my opinion, there is no law which can stop a
Panchayat from functioning wherever th~ people want
it.,Every 'group (of villages) or its member can have the
Panchayat system whether the rest of1ndia has it or not.
True rightS' come as a result of duty done. No one can
,snatch. away such rights. ThePanchayat 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
it.' , . . '

-'- Mahatma GancJ}i~Harijan, 18-1'-48, p. 519.

conclusion

should be brought within the democratic functioning
of these instItutions. More over the leaaers should

. ,

realise that they are there to. serve the people but not
to 'get rich in the sleep" as it were. They ought to get
reminded always that they ate the'servants Of society.,
As Swamy' Vivekananda .' said "the 'days for th.e
privileges and exclQ$ive claims are gone".
Some controls are required for both. In the case of

adminishators, the measure of co.ntrol 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 par!y. '

A clear vision and commitment to serve th~' 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 ho~ever,. no soft optioilS.~ ~

The sec,ond phase of panchayati raj has disturbed the
earlier "balance" between officials and non-officials.
Consequently, a process of trial and error, a process pf
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.

, (Contd. from page 60)

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 backgt;.0und. •

The J&K Bill has generated considerable interest
a,mopg the advoc,ates of decentralisation. It is hailed as a
Bill imaginatively conceived which will infuse into the .
people of J&K -a new spirit of SEllf-reliance and self-
confidence. The idea of panchayati adalat i.i novel and

. bold.

In Karnataka, serious questions are, raised whether .
bureaucracy will throttle the P.R. initiative. Are they
not hurt because the ruraL. folks have become' their
, mastets under the new dispensation? Another question
which attracts our attention is, will the ~nclusion ofMPs,
MLAs and MLCs in the local bodies helpgmwth oflocal '
leadership.? It has been argued that their presence is
meant to maintain link hetween Zilla Parishl:id 'and
policy making bodies at the State and union govern-
ment.level. 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 MLA.s because they
carry a lot of weight and their direct association with
Z.P. will inhibit the emergence of lbcalleadership.
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J;lecentrali~~tio"nthe Nagaland way' !"

Dr~B.N. Sahay

-Nagaland has embarked on an experiment of dec(mtralisation 'ofpower
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 speq.ks highly of the successful
cooperative partnership between the Government and. the 'people for all-
round development in every village irrespective of its location. Especially,
he commends the role of Village DeveliJpmenfCouncils in which peoples
of both traditional mind and modem Qutlook sit together to.plan and"
decide their own course of action of growth and development. The

"author feels, the Ndgaland approach is worth exp(!rimenting in other hill
and tribal areas, particulary in the tribal areas "ofthe north-eastern "
region.

.~. ..-

'(

'". :.~

_AMONGST THE SUCCESSFUL EXPERIMENTS
of decentralisation of power and responsibility, the

arrangements of the Government of Nagalandfor
directly providing plan funds "to all the villages and
thereby launching a process -of gradually increasing
planning and imple~entation competence at the village
level deserve special mention. An assessment of these
arrangements has been made in this paper" with the
hope that the lessons learnt are not lost sight of while
planning and administering the rural" development
programmes with the full involvement of people. •

origin

Each village in Nagaland today has a Village Council
and a Village Development Board-corresponding toa
regUlating and an executive body. ,The traditional
institution of the Village Council (corresponding to the

" statutory Gram Pa1ichaycit) 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 "'Ii
"(VDB)was created by the VillageCouncil of eaclt village -1
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VDBs inaction
While the VDBof 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
giant scheme in both the villages are given 'below:

(1) JOTSOMA: During the period 1980-81 to 1987-88,
th,eVDB received a total grant-in-aid of about Ri. 4.75

villages visited

Two' villages, namely, JOTSOMA' in. Kohima
.distri«t and CHUCHUYIMLANGin Mokokcnung

during 1980.under the VDB Rules, 1980 framed under District were visited and detailed discussioI)s with the
the Village and' Area Councils Act of 1978. The main members of theVillage Councils and VDBs were held. I
duties of the VDBsare laid down in Rule 3 of the ViJB ; .happened to visit Jotsoma in 1981 when the VDBs had
. Rules, 1980 asunder: just been formed. The current visit was after a lapse of

"Th~ VDB shall... formulate schemes, programmes.. Seven'years. The moment I entered the village, I was
for the development and progress of the Village or startled to discover that the "village had chosen
individuals in thElvillage ... 'either using j;he Village progress ". The general description of the two villages is'' .
Community Orother funds. " as under:

structure (1) JOTSO¥k Inhabited by the Angami Nagas, the
'village is located at an altitude of about 5000 feet arid a

. A VDB consists of.members representing all clans distance of 12 Kilometers (north-west) (;om Kohima,
.(Khels) appointed by the, Village Council, iricluding at the .district and the block headquarters .. There arEt
least one WOman.From amongst .them one literate about 300. households (population being about 18(0)
member is chosen as the SecretaIy-' the key functioIUiry. most'of which cultivate paddy in permanent terraces on
The chairmanship of the VDBs lies outside-the 'villagein the hill-slopes, Some of the households 'also practise'
the hand of the Deputy Commissioner who. acts 'slash and burn type' of shifting cultivation popularly
essent!ally as amodera~r,~nd has thepoy.'erto exercise , MOwn as JHUM .and grow maize, millets, etc, A-few
a veto over drawal.Of money from, the VDBs bgnk. 'househblds;'however, also go for raising crops, such as
accounts. The structUre and functi9ns of this organisa~ millets, potatoes and chillies under a permanent forest
tion are given ~ Rule 4 read with Rules 5 to 7 and 20 of ALDER trees which are merely polla,rded (and not cut
VDB Rules, 1980 (Annexure I). . down) for ,this purpose. Besides these' cultivator

hOuseholds, there are some who are employed iri
resources' government jobs. The literacy percentage of the village

In addition to tesources, such as, labour, material; is little higher than the state's average which is around'
.and incomes from community owned assets, at prese~t 40 per ce'nt. There are primary .schools right in the
there are three main components' of the monetary village in addition to aMiddle-cum-High School located
resources of a VDB asunder: . at a distance of about a Kilometer; The village has.a

(1) Monies raised by the Community through church, big community hall;piped water supply facility
household contributions, community works, * and is covered by a Health Sub-centre, The village is
. donations, etc;' well connected py an all-weather road.

(2) A. gr~nt from the State .Government matching (2)CHUCHUYIMLANG: Iilhabited by Nagas the
equ811y that part of (1) above which is invested 'viliageissitlJatedatanaititudeofabotii4000Jeetandis
by a VJ;)B in a long"term (5 years or more) [ixedabout 32 Kilometers (north) from Mokokc~ung-
deposits subjecttO\ a limit .of' Rs. 75,000. the district headquarters .. There are about 500
. Thismvestment generates an Annual interest and households (about ,3000 population) most of whicn
facilitates credit to aVPB fortaking up development practise 'slash and burn type of shifting cultivation
activities. These fIxed deposits constitute the (JHUM)' and raise crops like paddy, maize,
'development capital' of a village and provides and millets. A few households have, however, taken 'up
financial security. even to the remotest villages; and. coffee cultivation recently: It 'was gathered that due to
. (3) Annual recurring grant~in-aid by the State the inherent low productivity in JHUM cultivation,
. Government at the'rate of Rs. 300/- per household q,uite a sizeable number of people of this village have.
subject to amaximuIn grant of Rs. 1,50,000/- and a '~igrated(with linkages in the villagefor the satisfaction
~inimuIil ofRs.15,000/- per VDB. This grant-in-aid of socio-ecoi)omic nee~s)to Mokokchung, Dimapur
becomes the major component of the Village Plan . and Kohima towns for earning their livelihood.' The
size. This grant-in-aid programme is implemented in literacy percentage of the' village is. higher than the
.accordance with the procedures prescribed by the state's average. There are primary schools in the village ,'. '.
State Government. and aMiddle-cum-High school located at a distance of
. about 3 Kilometers. The-villagehas a newly constructed

activities Church, a big community hall; water supply facility; and
Based on the -felt-needs of the village (as reflected . is covered by a Health sub-centre. Although the village'

by the schemes completed by the VDBs), the State is located by the side of the state Highway, the
Government 'hav~ approved 29 works/schemes (in .conn-ectingappr~ach road is still Katcha. . .
addition' to any other' experimental activity'
suggested by aVDB) from which a VDB chooses its oWn
schemes to be. included. in the An~ual Village Plan

.. (Annex.?I'e..1I) under th~ grants-in-aid programme.
mentioned above. .' ,
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replicability
The question now is whether ~r not the Nagaland

VDBapproach can be"replicated in other parts of the
country, particularly when ,the levels of development
and t~e sod~-culturalfactors are so ,diverse. The reply
to this questIOn seems to be in the affIrmative. H:

lakhs through which about 50 schemes were tak~nupto between the Government and the ppople for, all round
completion. Some of the major o~es are: a big ~'evel0p'mentof. the people living in every village irrf!spec-
commun~ty . (Gou.ncil) . halll cefumunity granary;_ uveaf lts locqtwn. ThIs. dream could become a reality
c.ommumty,ncemills (run by the wOJIlen), community because: '. . '

, fIshery pond, Wom~nsociety building, resting-sheds on
way to cultivation sites, kitchen garden by thewomen (1) The traditional political villageinstitutioris could be
suspension bridges over the streams children's home' ,appreciated and a happy synthesis between the'Old~
social forestry, etcetera and maillt~nance of asset~ and the 'New' ideas, values, and institutions was
created. In addition, the VDB also received the harmoriiously established. This s~ved the community
maximum permissible matching grant of Rs. 75000/-. from the impending tension and conflict situations since
Thus, the permanent development capital of the VnB i~ a clas~ .was. averted between the tradi~ional village
.Rs. 1.51akhs in the form offixed deposits withthe Bank. ,au~hontIes (m the h~nds of the Village Council elders)
It was gathered that the VDB so far drew a loan of Rs. which preferred cautious ~hange and the younger
1.5 lakhs for the construction of a buildin,gat Dimapur 'educated generation which wanted rapid change.
(70 Kms, from the village) which is now fetching the Perhaps, there is no alternative' other than a forum like
community a ,monthly income of Rs. '5000/-. This isa the VDB where the 'Old' and the 'New' can sit together
significant example. where' the profits of an urban 'to plan and decide their own course of action for groWth
investment by the villagers themselves are ploughed back and development.
to the village community. The above bankloim ha.sbeen (2) The.approach to the people imd their problems is
repaid and the balance.income is being reinvested into one of the fundamental. princIples enunciated by our
extending'the aforesaid building.' late PriIPe Minister, Pandit Jawaharlal Nehru that
(2) CHUCHUYIMLANG: Similarly, from 1980-81 to people should develop along the lines oftheirowng(}nius
1~87-88, the ,VDB received a total amount of about and we should not impose anything on them. It appears
Rs. 6 lak.'tsunder the Grants-in aid programmes of the that, by and large, the Government machinery have
S~teGovemmen~ With~thisassistaDce,theVDB p1aDned internalised this principle as evidenced' by their
!ffidco~pleted 32 schemes. Some of the importanto~es interaction with the people rluringour .'visit. Their
mcludecommunity granary, purchase of buffer stock of appr,?ach to the people was like a friend, philosopher,
paddy, inter-Khel (like a Mohalla) roads and masonry and guide Elndnot like an official, elder brother or a
foot-paths, pit-latrines, link roads between village and preacher; , ,
cultivati~n sites, banana farm of the women society,' (3) T~e ~e~elopme.ntprocess'was U:n~ertakenthrough,'
commumty wells/tanks, (on perennial streams around and not m rwalry wlth, the traditional socio.culturaland

.the village), culverts and suspension bridges, etcetera, economic institutions. This was,'accomplished without
and maintenance of assets created. During the same over-administering the area or overwhelming the
period. the VDB alsoreceiyed a matching grant of Rs. people with a multiplicjtyof schemes. IIi fact, through a
75 thqusarid enabling the building up of a permanent . concept of 'joint management' ; an organic linkage was
development capital ofRs. 1.5 Iakhs.lakhs. Against this forged' between the 'Old' and the 'New' (or the'
amount as security,.the VDB.has,"sofar, taken a loan of traditional and the emergent) on the one hand, and
Rs. 70,0001- for taking up various development! between the Village and the Collec~ras the prime
productive activities in favour of the community as also representative of the Government, on the other; ,
individual households.' ' ,( 4) Thropgh a wellthought out and easily comprehensible

sys~m of inter-personal communication, opportunities
highlights ()f VDB action were afforded to the officials to reorient their way of

The above' discussion reveals that: thinkin~, on the Onehal,ld,and to the village leadership
(1) A lot of development work directly leading to an to acquire planning, administrative' and managerial
improvement in the Quality of Life could be taken up to . competence. on the other. This was effected through

_ ~ompletionbec8use the choice of l'lr'hemeswas strictly the VDBs Secretaries and Village Council Cha.irmen
m accord ~th the people's own perception of their Training Camps-cum-Conferences held frequently at
problems and needs;'" the. district headquarters. A sense of confidence and

'_. (2) Left to themselves, people choose to satisfy their determination to accomplish the goal on the part of the.
infrastructur~l and im~ediate physical needs (security people was obvious. One could observe the quality of -
against hunger, for example) first followed by the human character that is n?w emerging; and:
satisfaction, of' the needs to diversify/increase (5)The openness o{this system of funds admiilistration
producation; and and of undertaking developmental activities at the

, (3) Given an assured opportunity, people can create . village ~e~ethas automatically led to the emergence of
assets of great value and utility •with minimum ' an effective inbuilt sys~m of vigilance.
expenditure. This is because 'people get motivated to
contribute labour and material when it comes to the

. satisfaction of their felt-needs; . . '

significance 'of the VDB'approach
The preceding p.aragraphs highlight the fact' that

there has been a successful cooperative partnership

•.'
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(1) This approach is tmed in'similar socio-cultural
and economic milieus including presence of a
traditional politi<;al system ..Many of .our hill/tribal
areas may adopt this approach with, necessary
modifications. Particularly, the tribal areas inthe
north-east may try out this approach;
(2) The States where Gram' Panchayats are
functioning ~ay also try out this approach. In order.
to give a practical shape to it, aclpser look at the
structure ofJJle Gram Panchayat may be necessary,
particularly:with a view to incorporating the concept
of}oint mar;w.gementOf cooperative partnership; and
(3) In the $tes where Gram PrJ,nchqyats are not
functioning or are defund, steps sAAuld be first
taken to revitalise them quickly so that people are not
denied the opportunity to participate in the planning
process.

It goes with(lutsayfug that democracy in our country
has come to stay. What is important is that the relation-
ship between Democracy and Developm€!.nt 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
satisfactory and equitable system of sharing the gains '
a,!d pains of deve(opment.

EXTRACTS FROM VILLAGE DEVELOPMENT BOARDS
MODEL RULES, 1980

Rilles ..•.
Composition

'4. The Members of the Village Development Board shall be chosen by
the Villllge Council. The tenure of members shall be 3 years unless
decided otherwise by the VillageCounci~ by a resolution. The
members may inch~.demembers of the Village Council or those who ~
ineligible "tobe i;hgsen as or for bemg members ofthe Village Council
by virtue of their agt:'or by virtue of tradition and custom. Atleast one
woman shall be a mem,ber of the Board representing all the women in
the village. Government servants can be chosen as members with the
.permission of the Government. '

5. A member of the Village Development Board may be replaced by a
resolution of th'e Village Council for reasons to be recorded in the
Resolution. ' '

6, The Deputy Coni~issioner shall be ex-officio chairman of the
Village Dev~lopment Board. '

7. ,The Village Development Board Members shall select one among
, themselves 8S the Secretary who shall be a person who is literaj;e.

20 Whenever the Board passes a resulution authorising the -Secretary
to withdraw apy amount from the Bank Account, 3 copies.of such a
resolution signed by the .YDBMembers present in the mpeting shall.
be prepared' ,by the Secretary and he shall personally meet the
Chairmanllfith th~se 3 copie.s.

, When'theChairmlin receives these 3 copies, he shall examiI)ethem.
Iith'e Chairman ffuds nothing wrong, he shall record bis 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

• copy will be brought back to the village by the Secretary to be read out
in the next month's public meeting. . • '
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Secondly: if the Chairman has some doubts, but not serious, he

shall record. hi~ remarks on the copy of the resolution to be kept in his
office and record his approval on the other 2 copies~ In such an event,
the Chairman shall send the copies of his remarks to the VDB
Members 'and the Chairman of the Village Council for their
information.

Thirdly. if the {'hairman has serious dou bts about the propriety of
the resolution. he mav return the resolution with his remarks for
reconsideration or fix ~,date for an open pi16lic me£'ting in the village
and put the matter before the public:

UST OF APPROVED SCHEMES FOR EXECUTION OF
, WBs

.,
"
11',i-

". '.t{.
'.""

, L Fruit .Juice Extraction Units.
2. Community Household ElectrifiCation
3. Community Piggery.' .
, 4. Community Pigglings Production
5. Community Poultry. '
6. Community Fuelwood Production
7.' Community Bakery.
8; Community Charcoal Production
9. Community Granary
10. Community Fishery
11. 'Community Shawl.Weaving.
12. Community Fingerlings Raising
13. Community Silk WOI1DProduction
14. Community Salt Making
15. Community Horticulture
16. Community Vegetable Growing
17. Community Cold Stprage.
18. Community Bee Production
19.. School Building
20. Daky
2L Improved Housing
22. Beef Cattle Rearing.
23. Fair Price Shops in Feasible Areas. ,
24. Approach Road only in Backward Areas to link

villages to state or National Highways.' '"
Community Tree Plantation in Catchment Areas
Water Resources.
Rice Mill
Bio-Gas Plants ..
Public wells or Reservoirs.

PLUS

ANY EXPERIMENTAL SCHEME THAT WOULD ENHANCE
OR IMPROVE THE OVERALL PROCESS ~OF RURAL
DEVELOPMENT.



,.Panchayati 'Raj;- commitment,
~r,cajol~ry? .

~BalrarMehta
' ...., " . ,r" '.

-~ './: . "

In the' opinion of the aUthorr'a noted joumalist. and.a prolific. writer on
economic affairs, the concept of village'democracy as evisioned by
Mahatma. Gandhi has become irrelevant today in the context.J)f the.
development. of sodo-economic and political processes at work'l.n the

,country ,after gaining independence. He argues that although ~thefive:
year development plans were .drawn with increa.sing skill. and
sophistication, their implementation was not supported by the mobili$a-
tion-of the vast human resources available in the country, nor by awell-
orgari,iseq people-orieTitedinstitutional infrastructure. Hence, h,e
r:onclude~, 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 thepeople.in the
cold. The author holds the view that basic;socio-economic reforms and a
structure of popular institutions'at district level:andbelow, .which are
accountable and responsive to ~hepeople, have to be introduced'/irst .
.Otherwise, he says, vested interests woul4' reap larger benefits' and
enhance the' area 'of their .influence in collusion with thebeaurocratic
machinery, thereby depriving the masses oltheir minimum Tights":'In
dealing with the new approach to,management'techniques, the author
has 'expressed do.ubts-about their effective,ness and tells that Panchayati
Raj does not fit into the/rame of such schemes.

...

The revival of the .talk of Parichayati Raj, oecomestrident 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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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
basis when th~ triumphant national moyement and its

final analysis, 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 s<;>cialismnotwithstanding, is governed by the .
sanctity of private property' and. rights of owners of
capital and land. While the -exercis~ of political power
i~ duly regulated by some checks aI)d balances
enshrined in the Indian Constitution, there can be no
infringement of the overriding principle 'of the right to
property which is absolute and is subject to' no
reservation at all. .

distribution of assets
This has not; been wholly foquitous. It .is .not

possible,. after all, for the political-power
superstruCture to be starkly out of alignment with its
economic and social base. The political order, in the

"'While the exercise of p~wer is duly regulated by some
checks and balances enshrined in the Indian

. .Con8t~tution,' there can be no iDfringement of
the overriding principle of the right to property which
'is absolute and is s~bject to no reservation at all.'" ~

circumstances in the past to simply di.sappear without Some people talk nostalgically about the scheme of
.leaving behind any note\yorthy impression. once the things which the Father of the Nation, Mahatma
entren'ched political-ppwer structure was .able to Gandhi, favoured. His Vision of village democracy or
manage and regulate the turbulence it might have Panchayati Raj intertwined with the concept of village ,
been facing at any point of time, regain a measure of 3elf-sufficiency so far at least a~ satisfaction: of the
balance and. stability and assert and enforce its-basic needs of the masses of the.peopie in rural society
authority. The dominant impulse haSt indeed always 'is concerned. This has become totally irrelevant in the.

'tended to be' towards greater. and greater' context of the development of socio-economicand
concentration' of power and centralisation. of the .political processes at work in India after gaining'
administrative and repressive apparatus ofthe State. political freedolll. The' drive for creating a unified

all~India mat:ket as the basis for gainful economic
activity emphasises this position.
The problem got further aggravated, to begin 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
fe\ldill land relations, inherited from the colonial era .

• There has been, in addition, an unreserved reliance on
. the part of the political .authority on the
administrative. punitive and. secunty organs and
insfitutions put'in place and left behind by the colonial
rulers. Combined with ,the failure to .carry out tasks •
whiChmust receive first priority in the programme of a
. national liberation movement such as theeredication
of illiteracy and organisation of basic health and
extension services, investment. plans for' the
<Jevelopment and modernisation of the economy and.
society, however sophisticated and well-plaimed, were
bound t<;>be vitiated and stunted.

ltiadership still enjoyed authority and capacity for mass .
.mobilisation to ~arry them out without involving high.
economic and social costs. The carrying(;)ut .ofsuch
.tasks is simply' not amenable to the philosophy af
gradualism and legal~stic measures. It is rio wonder,
therefore, that the' priority progr.ammes of social
change, cultural renaissance and mass participation in
democratic polity still remain unfinished forty years
after gaining political Jreed01Jl and there is no sign on
the horizon that they are any neater completion by
investment plans which have been or are being

. I

.This h~s implicati<;>nsfor the. political .order, the "The growth process in the primary (agriculture),
administrative set-up, - the management of popular secondary (industrial) and tertiary (services) sectots of
aspirations and respeot fdr the democratic rights ofthe. theecon(}l~y in Inella in contrast to the all-round
mass ,of people ina society where only a small integrated development 'of the. economy and society,
minority enjoys the privilege of owning material have suffered from large lags and shortfalls as well as

- assets, above all capital and land. The vast majority Of distortions not because the successive th:e . year, ...
the.Indian people with no or little assets have to .eke. development plans were bad.' They were' actually
out existence by sale of labo~r power for wages which . drawn up wfth increasing skill and sophistication;;'
are. neither adequate nor fair . A system or
arrangement under which political and administrative
power is proposed to. be truly and .effectiwely
decentralised' . to ' what is romantically but
euphemistically called the. "grass roots" level would
tend to be an anachronism in the prevailing extreme
inequity in the distribution of assets and income which'
is among tlie most galling in the world. The periodic
;talk aboutPanchayati Raj and decentralisation of
administration and the excitement' that it generates
among the elite in these conditionscannotbeanything
but a ploy' which carries' .neither conviction nor'
ctedibi\it'y ..
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clash of interests
The starting point for any meaningful design for

dece,ntralisation of political as well as administrative
P9wer has fo be it halt to and reversal of the process of
centralisation which has advanced to a point where
,Centre-State rehitions; in spite of their clear and
.definitive delineation under the Constitution, have .
come under a, severe strain. on all counts-political,
administrative and financial. The position had indeed

.St~te govefQment, which has been extended and kept
in place by' special amendment's to the- Constitution.-
'The very idea that the State governments can be
knocke~ out of the picture even as decentralisation
process is set in motion and the constitution may be
amended for th~ purpose is to,mock at the phil~sophy
and politics of decentralisation. of power and Panchayti
, Raj. This is not something novel either/- Once before,
way backin.1959, the then Peputy Chairman of the
Planning Commission, the late Dr.' D. R. Gadgil,
,remarked "The present mood is to talk about village
democracy but deny tealpower even to the sta,tes'.'

.aggravated ,to an extent where the mstitutional
arrangements .governing Centre-State relati<?ns are
tending to decay and' ossify and the contending forces
on both sides often take on confrontationist positio~s
with unseemly political rhetoric in order to buttress
with mass mobilisation their. respective claims and
co~teniions. This position has become all the more
~ticklishwhen political parties other than and opposed
to the ruling party at ~theCentre have come to power
in several States through democratic electoral process.
A 'decentra'lised .planning ,'process, which is

unquestionably a~ attractive proposition, is not.
po~sible under such a political environment. This is so
especially when decentriilised planning is supposed to
involve participation .and reflect the interesfsand
aspirations of the mass of our deprived people at the
"grass root level': and ensure that the benefits of
planned developr.terit reach down to them ..
Development planning, after all, is ,not an exercise
which is aP9litical. It involves a sharp clash of interests
-economic, social and political. The growing virulence

, . '

I

undertaken, both by public authority and prh:ate
enterprise. , ,
The groWth process in the primary (agriculture),

.secondary (industrial) and tertiary (services) sectors of
the economy in India in contrast to the all~round
integrated develop11).enfof 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 ~ophistication.
What has gone wJ."ongwith their implementation is
that they were not supported by the mobilisation of
the vast human resources in the country and a
well~rganised, people-oriented, institutional
infrastructure. The result, therefore, has bee'n~haL
whatever development has taken, the gains have
tended to be; monopolised by Ii thin upper stratum, ,
leavingtlie mass of the people in the ,'cold. By the
mid-sixties, therefore, development' planning as
originally con~ived was" already in disarray.

• Subsequently, populist measures and gestures were an
, apology for development planning. The fi~e year plans
have since tended to be exercises in window-dressing
rather than serious commitments in terIns of policy or
_implementation No wonder, ..by early eighties and "It Panchayati Raj system is envisaged as the creation
, mote so since the mid-eighties, plan priorities have of a third "tier within the constitutional frame whose
been turned upside down and the public authority has essential purpose and objective would be to assist a 'I;

preferred to shed as fast as it could its development. highly centralised bureaucratic machine, controlled
role ,and 'responsibilities ,with' the fond hope that. and regulated by the central political auihority, in
private enterprise wich is facilely believed to be more' order toby-pass the ~tates and t,heir elected
efficient than public enterprise' wi~1deliver the goods. . governmen~ which have.well-defined status under the

Indian constitution, this will not be deeentralisation of
lhe questions relating to Panchayati Raj, responsive political power and ad_istrative system but,

administration and mass participatioJ] in th~ subversive of the federal system and arrangement
development process have, in" these. circumstanCes 'based on linguistic affinities and regionalidentities."
thrown up some rather odd and even disconcerting _
features. They have come under such contrary pulls
and pressures ,that, their thrust and meaning have
tended to be. fudged and befi;iddled, It is simply not.
possible to square the talk for decentralisation with
'passionate cries for preserving 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
centralised bUreaucratic machine. controlled and
regulated by the central political authority , in order to
by-pass the States' and their elected governments
which have well-defined status under the Indian
constitution, ,this will not be, decentralisation of
political power and' administra~ive system but
subversive oJ the, federal- system and arrangement
based on linguistic affinities and regional identities, .

, This is only emphasised 'by the proposal to hold
Panchaya't elections in the, troubled Punjab under the
Presiden~ rule, imposed after dismissal of the elected

-.
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traiJ;tingtbe trainers
The "modu\e on responsive administration" drawn'

"Development planning, after~l, is not an excercise
, which is apolitical. It involvtlSa sharp dash of interests
• ecenomic, social and pOlitical. The growing virulence
of the claSh of interests has actually posed"the question
o~ the feasibility of meaningful development planning
itself." ,

of the dash of interests has actually posed the question up by a Ford Foundation' Consultant and aimed .at
of the feasibility of meaningful development planning' incuLating what is called "normative values", is being
itself. This' question has become. insistent and. followed with great devotion and is proposed to .be

~~" outspokenly cynical ....in recent months lhen the part of ,a wider effort for enhancing knowledge arid
commitment of the political authority at,the'Centre.to skills of admiriistrators and managers on .preferred
the aim of economic development and social equity as . lines. This effort is proposed, to be support~d by a
well as discipline' of planned development can no variety of foreign inputs such -as training of trainer~
longer be taken for granted. The real issues iri abroad and setting up of, institutions in the country
meaningful development planning are indeed being which will have what is called "me{itor relationship"
side-tracked both by the union government as w~ll as with management px:ogrammes and institutions abroad
many of the State governments. TQeir record'""bf to. put in place standardised currict,tlum, .training
resource mobilisation for development, for instance, is material and faculty. The existing: training
admittedly dismal. But for some pointless noises. and programmes and institutions conducting' s~ch
diversionary populist gestures,' no firm or serious programmes in the, country have necessarily lost, in
remedial action is being taken. On the contrary, there the wake of this. development, relevance and

.is drift into makeshift remedies which appear for the importance in the union governments scheme .of
. moment ~ore eaiY but are bound to accentuate the things. In the context of what is called a strategic
socio.economiC and political problems. . intervention of the government for revamping the
The slogan of decentralised planning in the wake .of entire gamut 6f traini~g 'a.dministrators and managers,

palpably retrogressive developments in the economy the role of academics and institutions which rely on
and polity, and policy shifts cail be no mantra which academia is, iri particular, being downgraded.Tge •

emphasis has been shifted to training the in:service
personnel, especially the lAS cadre, to become
trainers. Frowned upon especially are tendencies in
the training and researchcinstitutes in favour of studies
in development planning, social cost-benefit analysis,
problems of popular participation in the development
.process and share of. the underprivileged iIi the gains
,of development.' . .---------------------can revive meaningful development process. It is not The World Bank, it might be. noted, .came out

enough either to assemble helter skelter a mass of data .' several years ago with a programme based' on the
. on local conditions by the propose~ computor philosophy that management and, administrati0!l
network. Development planning at district level or provide the solution for the problems of the
below is bound to lack operational value out side a developiQg countries, among them India in particular.
macro socio-economic and political policy frame' and It made a case. for what are called pragmatic policies
may well turn into a talking point of the vested without ideoiogical and moral hang ups and reliance
interests entrenched at local and district levels. In the on good management techniques aided, of course, by
absence of basic socio-economic reforms and structure ~omputors for achieving desirabl~ objectives of
of popular institutions at district . level and below, . st~bility .and growth without disturbing the established
.whi~h are accountable and resQonsive to the people, socio-economic and, political" 'order. The ruling
decentralised planning will be perverted by the vested politicians in the developing' countries were expected
interests in collusion with the bureaucratic machine to to' accept these propositions as' a substitute for the
strengthen their social influence, economic power and .emore risky and arduous tasks ~f institutional reforms
political clout, deprive the mass of the people of their and change' in social relations. Management of .
. rights and' intensify their exploitation. The pushing 'development was elaborated by the World Bank with
through of the so _ 'called centrally _" sponsored grc:at finesse. The management capacity of. the
schemes and techriolQgy missions .in which the 'State governments, especially in the developing countries,

. governments. are required to play. the second-fiddle was,overstretched and overloaded, it was arguedl It
cannot be the panacea either. There must be was;' therefore, recommended that this 'load be
delegation of powers and responsibilities on a reduced by sharing the burden of development with
wide-front to the State gove'rnment&, in the 'first private enterprise-both indigenous and foreign. Public
instance,' which in turn, must enter into .similar .. authority, it has since been argued, should not
arrangements with' elected 'local bodies both in urban .overstretch its development role and, be' content with
and rural 'areas. what is called a "consultative approach" and let things

happen by offering incentives to private enterprise and
relying on the profit motive in the m&rket economy to
ac~ieve results with,out being 'unduly c?ncerned with

..
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"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' peryerted by the
vested 'interests 1n collusion with the bureaucratic
machine to strengthen their social influence, economic
power and political clout, deprive the mass of the
people o~ their minimum, rights and intensify their
exploitation." '

.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
:::reated under the entrenched political - power
"dispensation, and with -structural reforms of the
property and social relations n;lled ~ut may turn 9.~tto
,be 'a scheme for strengthening shackles on'" the
movements and struggles' of popular masses, rather
than' instruments of ref<;,rm and reconstruction of
Indian economy and polity to subserve larger social
and<!evelopment purp.oses. 0 DO '

•
other considerations such as equity. This view of the How does the Panchayati Rai about which so much,
development process has come, to be -accepted is being talked about fit in such schemes of 'things ?
gradually and step by stepin Indiaduriilgthe eighties. This may actually be inspired not so much by
The 'administrative system and structure is being commitment to' the decentralisation ofpow~r and
revamped'precisely on these lines.' . responsibility, as by the desire to dilute the role of

. • modernising management structUre public political authority in, the development proccess
Lower rrio.rity fOTmobiiisa.tion of !resources by the even while sa9dling local bodies in. ru,ral and urban

areas with accountability sans effective power to carryState and emphasis on efficiency of investment' of, , out the tasks arbitrarily assigned to t.hem. In addition,
resources and higher returns on investment, especially h' b I 'bT th I I' t f '
'in private sector have to 'be the special features of the t ISmay .e a p oy ~omo lIse e ,oca repr~sen a lves
, 'f 'd I 't 't' I" d' t of vested lOterests 10 rural and urban areas 10 supportmaQagement 0 eve opmen -new s ye, accor lOgO, ',., , d;" " d'l d d
h . ,W ld B 'k Th ' "ti' , " "d b of the bureaucratIc a mlOlstr,atIoI\..,an aw an or ert e. or ,an, ese proposl ons are lOsplfe . y " ' , '" , , ' , '. ' , " ' , ,machmery to put down SOCIalunrest and the struggles
the axIOmthat pnvate management ISa better vehIcle f th d . d ' f' th' 'ht d I' It .
than public enterprise for theeffi~ient use of r,esources' '0' ,e epnve masses or ,elf ng •s a~, c aIn:ts, ,.IS

'I' bl ' b'l' d I"" I' , t' h' h 'f pOSSIble,ofcourse, that popular masses by assertlOg'aval a e or mo lIse , t ISlITeevan 10 t ISsc erne 0 ~' "

things 'whether socially-oriented 'priorities. of
development are embodied in the long-term
development process, Efficiency of management has
to be given precedence over the policy frame 'Of
development. A desirable management culture and
work ethics can, however, be neither iinposed by

. administrative fiats nor imported. They have to evolve
within a given socio-e.conomic and political milieu and
changes that ta.ke place in, socio-economic 'relations
which impinge 'on different segments of population
and sectional and class interests. It is not, therefore, .
either fortuitous or surprising, ,that" those who are
,reiying . on _ administrative training a,nd good
management tools of th.eir conception do not hesitate
'to give, more . rewards for top managers' and
administnitors' on a' gr,admited basis and like to rely
more on labour-saving te'chnologies and, enhanced
powers to discipline working people and maintaing law
and order, These indeed appear to be the essential
parameters of" the project, fOf. 'revainpingand
modernisation "of India's', management and
administration structure,' The implications of these
, trends' in the application of technologies and
management practices ' and revamping, of
adm'inistratlon.in that context ca,nonly be ominous for
a society of m;lss unemployment and mass poverty in
India,

"Public authority , it1las since been a'rgued, should not
.overstretch its' development role and _be content with
what is called a '.'consultative "appro.ach" and let things
happen by offering in~entives"to private ent«!rpfise and
relying on the profit motive in.the market economy to'
achieve results. w.ithout being un,duly concerned"with
llther considerations such as equity."

~~~~~~~~~~~~~~~~~~~~
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'. "...'." .. c. . '.' ',''Amend Canstltti.tlon to.
strengthenPai}chayat set ..up

.' ,-,.,' " . ".' ' ,

','. ,

Dr. M.Naganatha:h'::'
..

'\
'•...

The-author here surve.ys'the app1;oachof the Government towards th~
Panchayati Raj system right from the year 1957 wh.en"theBalwantrai
Mehta Committee was qppointeq to recommend -stepsto r,ejuvenate the
grassroots. level institutions. He is of the vieJjJthat. 'ecorwmicstab:ili(yand
equality can be achieved only through the.PancJia.yat~Raj institutions.
,However, under thepresent constitutional and social set~up,Pdnchayati,
Raj institutions cannot work suocessfully'. Giving ,.the example.~oftke
Chinese communes as a successful strategy tiJdecenttalisej)(jwerslor
rural development; the author stronglyrecommends dmendmentof the
Constitution to grant more financial powers to both the 8tatesand'lQcal
bodies to enable the grassroots institutionS to become viabl~p'olitically, .
economically and socially'. . .' . .'~ .~~' \".•. ,'" . . ,",..,~.,

•

,'.:. ¥'

P.ANCHAYATRAJ HAS' BEEN ACCEPTED as
, ,goal and incorporated in the Article 40 of the
Constit.ution of India largely through the initiative
of . late K. Santhamim who always stood for
economic and fjnancial' decentralisation' of powers.
The resolution on Panchayati Raj was moved by him
in the Constituent Assembly.

The Article states that the~state shall take steps to

orgailiseviliage'panchayats'and endow them with such
. powers and authority as may 'be nec;essary to enable
them to function as units of self~government. To fulfil
this constitutional obligation, tht<.State Governments
in "India enacted .Pancha:yat , Acts. Panchayat
institutions in spite of their many handicaps are still a
viable' institutional framework for bringing about
social, political) cultural and economic changes in'
India. .
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'Economic stability and quality can be achieved only
,through the, strengthening of these Panchayat Raj-
iDstitutions~ However under the present constitution
and soci~ set. up, Panchayat' ~aj ,institutions cannot
work successfully." '

.l

According to 1981 Census 76 per ceniof the Indian Ml!~ras Panchyiiyat Act was passed in 1958.
"population live's in, villages. Most of therb are under Panchayat unions wer.e 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' und.erprivileged 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 gr.assroots institution: Balwant .' Enquiry Committee (1970) and the Committee on
Rai Mehta Committee appointed by Government of Financial resources of Town Panchayats (1973). •
India in 1957 provided a new dimension and approach Similarly ,Committees on Panchayat Raj were
to rural democracy. appointed by States like Rajasthan~Gujarat etc. In

recommendations 1984 A.P. Government asked the National institute of
The Committee felt that development cannot Rural Development to" study the resource' aspects of

progress without responsibility and power. Andhr,a Pradesh Panchayat institu~ions,
Community, development can be' real only when.' the'
community understands its probl'ems,' realises its
,responsibilities, exercises the necessary power through
its chosen representatives and maintains a constant
and inteiligent vigilance on local administration; Based
on the broad suggestions, of Balwant Rai Mehta~
Committee, a large. part of the country was covered. by
Panchayat Raj institutions. The total number of vilJage Asoka Mehta ~ommittte
panchayats covered 90, per cent. of the rural Another landmark in the Panchaya~ Raj institutions
population. "4974 Blocks' had 4033 Samities" since was the appointed of a Committee bythe Government
some had' opted for districts and Talukas as the key of India on Panchayat Raj institution in 1977 unoer
unit. Olit of 399 districts; 262 ZillaParishads were also th,e chairmanship of Asoka Mehta; The Committee
conceived with varied degrees ofactual power." reviewed the working .of 'various Panch.ayat Raj

~ ' un' pIeme, ntation institutions and made significant recommendations to '
The findings aLd suggestions of-the Committee were ' activate these institutions. As rightly observed by the

given serious', consideration . at the National Commitee, "Th~ story of Panchayat h!is been a ,story
Development Council meeting held in 1957.Based on ,of ups and downs~ It sec;ms to have passed through
these deliberations, various states created Panchayat, three' phases: the phase qf ascendancy 1959-64; the
Raj institutions according to' the 10<;a1conditions. phase of stagnation 1965-69; and the phase of decline'
States like U .P., Gujarat, Haryana, ....,Himachal 1969-77." (Report of the Committee pn Panchayat Raj
Pradesh, Maharashtra; Punjab, Assam and, West" institutions, Govt. oHndia, 1978.), ' , .

,Bengal had organised 'small-sized village panchayafs \, ", ,: ,.' " . .," ' " " /, new thrust
~.~, ,....

covering a population oflOqO. .. _ ~ . " \ Between.1977 alld1987, the Panchayat Raj
" ~'. -~ . , , " . ,'.,. . . .. "~mstitutions passed .•through a phase of neglect.

"As revealed in thtiAsoka Mebta Committee Report, • However ,the recent approach of the Prime Mi~ister
all political ,parties in IRdia stand for decentralisation gives a hope that this grassroots institutions can be
,of powers upto the Panchayat Raj institutions' In strengtheRedano stabilised 'in the ensuing VIII Plan
j)ractice there. has not' been mu~h serious. ~9Siop period.' . . ,
reflecting the desire for decentralisation on the part of Economic stability and equality' can be achieved

, political parties, ' 'only through the strengthening of these ~nchayat RaJ
------------------ ••••••---- 'instituclons. However under the present constitutional '

State like 'Tamilnadusnd Kerala. constituted big , and social set .up~Panchayat Raj institutions cannot
village ,pi\:nchayats, cOvering a population, of 1200 to, ' work successfully ..
150Q0. Many ~tate gOvernments like Maharashtra ' the-Jacunae
appointed separate committees ,to make' further" Though many ru~al development' activities i have
improvement' in the Panchayat Raj scheme. For" been initiated since independence, these schemes have
instance . Maharashtra Government app~inted V.P. ' failed to uplift rural masses; This is because there is no '
Naik C~mmittee on Panchayat Raj. This Committee specific const~tutional, 'provision regarding '-nre--
suggested that tl!0re development programmes. and structure,' and financial and administrative powers of
schemes should be ent~sted to Panchayat Raj rural institutions. As obserVed by many individual
institutions for implementation. The Committee also' research studies as weilas expert Committee R<cports,
empliasised that a District Council should be created these Panchayat Raj institutions have' been. at the
to monitor and coordinate various rural development mercy. of £he' State Governmen,ts' and, their '
schemes. ' bureaucratic systems. The bureaucratic instituti0I1S
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always . like to usurp the. powers of' the tural
institutions ...
Another issue relates to the social aspects of the

rural society in India. After several years of economi~
planning, Indian rural .scene witnesses feudal
.toodencies .in the land structure. ;Usury, caste and
communal '. conflicts and social~and. cultural
backwardness are the' additional cQntribotingfactors
. 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 iheirpresent
form have not provided any tangible solutions' to the
socio-ecbnoirtic ills of rural India.

86

, In addition to these programmes some more rural
development schemes were initiated during the Sixth
Plan period. These. were: .
1) New 20 Point Programme 1980.
2) Development of Women and Children ..
The achievements of these programmes were f~lT'

fr~m satisfactory because these' programmes were
sponsored by Central Agencies. The local
Governments like the Village Panchayats are not fully
involved in the implementation of R~ral Development
Prognimmes. ..'
Many of the rurat' 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 a~eliorating programmes'
mentioned above. .•
It is the right time for all the socio-economic and

politiGal institutions . 'connected with the tural
development to evolve a national consensus.on a new
strategy for rural development d,uring VIII Plan
period. This .should. be done by associating the
Panchayat Raj institutions in this task. .

.' .-

, other;s,experience
The experience of other developing., countries of

Asia especially Cbinese experience,. in the .rural
:deveiopmeQt through communes needs . special
mention: The communes in' China a~e .the grassroots
le~el institutions initiating' rural development. As
observed by Sartaj Azii, ';A Chinese Commune is not.
a large agricuitural cooperative but a composite unit of
local government -that e,ncompasses the whole range of .
economiC, social, administrative and p~litical functioQs
for the rural community. Its essential purpose is to
organise and mobilise the rural popuiation to develop
their land and other resources in order to meet their
.essential needs on the principle of self-reliance while
'at' "the same time reducing social inequalities apd
cr~atlng'a,rural society based on justice and equality.
(~artaj Aziz, Rural Development: Learning from
China, 1979). The author had visited China in 1980
and 1982 and personally inspec:ted the Communes. and
seen their concept of decentralisedrural development
with the simple. philosophy, "from the bottom up and
from top down".' .
Any economic system based on agriculture .sho~lld

only adopt local level planning because'. the rural
'economy .cOl,lld.alone provide inc.ome for the .rural
population ,by integrating .national objectives,
. priorities imdpolicies by having' linkages with higher
political arid administrative levels. '. .
The . recent reforms in China xegardirig rural

development also focus' ~he need for' further
decentralisation of already deeentralis'ed ~.ommune
system. "In h<indling reliltions with various mass
.organisations, the party and government will give full
play to them (commun) and to the self-managed
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organisations at'the grassroots level. The purpose is to creml!tion grounds, maintenance of weUs, ponds,
let the masses handle .their own affairs in accordance tanks, etc. and supply of protected water for drinking
with law. China has already gathered some experience purposes, plartting and preservati.onof trees .on the
in transferring power t.o l.ower levels in 'the course.of sides.of ,public roads, opening and maintenance of
its rural reforms." . public markets inl.ocal '~reas, contr.ol of fairs, and
(Peoples' Republic .ofChina - th~ 13th Party Congress festivals, maintenance .of slaughter h.ouses, ,reading

'- China Ref.orms Beijing Review Publication, 1987, p. rooms, play grounds, literacy centres, maintenance of
, 36,) , , maternity and .other h.ospitals, provision .ofelementary

While, inaugura~iI1g the c.ommunes in the early education, prevention and c.ontrol epidemic diseases
, years.of s.ocialIst reconstr~ction (1950s), Chairman and maintenance .of minor irngation tanks 'are t~e

Mao .observed' "a new social, ,)rganisati.on has f.uncti.onsentrusted to P~lIichayatRaj institutions: F.or,
appeared fresh as m.orning SUll above the br.oad fulfilling, these ,functions, the Panchayat Raj
h.orizons of bro.ad East Asia". (Chuhi and Tien 'ins,tituti.onsare "given the foll.owingfinancial resources.

',Chien- .Inside a People's C.ommune, Foreign 'Pr.operty tax, Professional tax and vehicle tax are the
Language Press, Beijing, 1975). He further adds, "It is 'major taxes levied by Panchayat Raj Institutions.
good to set up people's communes. Their advantage is Licence fees oh yarious commercial and industrial
that 'they combine industry, agriculture, commerce, '~ctivities' are also collected .by 'Panch~yat ,Raj
education ,and military affairs 0th~rsmaking the task institutions. Proceeds from Land Cess, Stamp Duty
.ofleadership easier!' (Ibid., p. 6.)~' and Entertainment tax are transf~rred by the States to
,Though s.ome of the operational anQ administrative Panchayat Raj institut~9ns.Since the ab.ove-mentioned
aspects of commune system had been renewed and revenue are not substantial .for Panchayat Raj
modified recently,' the .basic strategy .of Insititutions, the State Governments give grants and
decentralisati.on in rural .development is still loans. The Grailt Loap .c.omponent is large in the
.maintained as a component 'China's rural reforms. iinances .ofPanrhayatRaj institutions: ' ' .

, , Santhanam report
Gandhianconcept Taxation Equiry C.ommissi.onJ953-54also suggested

.'In this context it is to be n.oted that Gandhiji's views .various measures to strengthen the finance of
were expressed earlier than Mao on decentralisation PanchayatRaj institutions. 'Santhanam Team
.of rural institutions. Ga!1dhijisaid, "my idea of village suggested' that "every State Government should
Swaraj is thadt is a complete relmblic;'independent o'f establish a Panchayat Raj Finance C.orporation to

, its' neighbours, for its own t.otal wants, yet provide loans t.oPanchayat Raj bodies, to enable them
interdependent f.or many others in which dependence to take up different type of remunerative enterprises"
is 'a necessity. Thus ,every village's first concern is ,to {Report, of thtl Committee on Panchayat Raj
gr.ow its own f.ood crops and c.ott.onf9r its cloth. It Institutions, G.ovt: of India,'1918.)
should have a reserve for its cattle a.nd recreation and These suggestions were not accepted by the State
play grounds' for adults and children. If there is more Governments since they are facing paucity of funds
land available, it will grow useful money crops, thu~, ~nd dependent .onthe central devolution of funds. The
excluding Ganja, tobacco, opium and the like. The • Panch'ayat Raj institutions 'are called upon to meet the
village will maintai~. a village theatre, school and a eve,r~growingneeds of the' rual population. They are
',public hall. It will have its .ownwater worksensuriI1g unable to fulfil this demand because of financial
clean water supply. Education will be compulsory 'upt~ constraints keeping in line with tl}.enew strategy to '
the final basic course. As far as possible every activity rl:1ral development; Asoka Meht,a Committee has'
will be conducted, on a. co-operativ~ basis....... The suggested the. assignment of, new economic and
G.overment of the ,village' will be conducted by developmental functions t.oPanchayat Raj institutions.
Panchayat of 5 pers.ons annually. elected by adult These recommendations of. A~.okaMetha Committee
villagers,;'. , ' . . were n.ot implemented by the G.overnment. •.• .'
Till today we have not achieved the dr~ams of. The Panchayat ,Raj institutions do n.ot enjoy

Gandhiji in creating ideal Pan~hayat Raj'instjtutions. constitutional status in raising revenues anq
Presently certain functions are assigned 'to 'Panchayat discharging developmental fucntlons. '
Raj institutions in India. Theyeomprise .obligatory, " . '. amend constitution
"optimal and agency functions~ It differs from state to The Constitution of India sh.ould be suitably
st'ate depending upon' the local conditions. amended in 6rd~r togran! 'more financial powers to'
Construction, repair, maintenance of, all village' both the States and Local Bodies. Then only these
Panebayat roads and of all bridges, road-dams' ana' . grass-roots .instituti.ons can become politically,
C;lUs~-ways.on such roads, lighting of publi<; roads, econ.omically and socially viable. OtherWise the.
construction of drains and disposal of drainage water and strategy of:' VIII ' 'Plan ~o achieve economic
sullage, maintenance of sanitary conditi.on of the deve!opment with emphasis on rural develppment will
vil.lage or towns, the maintenance of burial aItd be afutiIe- exercise. 0 ~ 0
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Revitalisation of.P~nchayati Raj
~ it~__implica.tions

c. NarasimJ1am

.Theparticipation ofpeople in running the affairs of state strengthens the
democratic proces,s and is an,etf~ctive instrumerjt for' national growth.
This is what local self-government is about and this is what we ter:mas'
Panchayati Rafin' our country. The author, Shri Narasimham,' who has
an extensive ,.experiencein the implementation pf the Panchayati Raj
concept, envisaged by thefirstPrimeM~nisteroffree India, ShriNehru,
traces, with hurt feelings, the gradual decline of thepopular system over
the,years ..He laments over the fact that the system, which held great

.promi$e8, today stands administratively crippled, financially anaemic
-and caught in the cobwebs ofconfusing procedures. In his opinion, rural
development is in.s(]JJa"-ablylinked with the Partchd.yati Raj which
provides innumerable opportunities o{self-help.and self-reliance tothe ,
vast rural masses, and trains the local leaders in the 'art of governance.
He. ,even goes to, the extent, of suggesting art amendment to the
Constitution in order to fortify the .smooth functioning of the Panchayatt

,Raj system. (>, ., ~ '

, .
•

ADDRESSING~ THE ANNUAL .CONFERENCE
, ,of Development 'Comrpissioners, Prime'Minsiter'

, Nehru said ','there can ie no greater or more fascin~ting
adventl1!'e than Community Development and
Pancnayati raj. Those of us, who are partners in this
,work must therefore have some sense of pride in this
vast undertaking and a feeling Ofexhilaration 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 atthe village level.We have to
train up scor!,!sof thousands of village leaders whohve,a. - c."

",t~' ,< , "

meaSJlre of initiative and pride in their work." Pandit
Nehru evinced very keen interest in the working of
P41nchayatiraj till the moment of his death. He kept
himself almost in daily touchwith its progress, He wrote
letters regularly every fortnight to the Chief Ministers
requesting the!Jlto lookafter Panchayati raj themselves
because of its importance and not to entrust it to any
, other Minister. Heparticull}rly wanted them to keepa
close watch over its' implementation and give it all
possible encom:agement: During his visits to States, he
gave the highest priority to seeing the movement at its
grass-roots level. He,came all the way toShadnagar in

riP~~~WA\)1 ~IJ~ 000 ~@@W @~ IJ'OO~mrnlHlJ)m[l,O~ I
i... , .. ' .'_ _ .". _. , _ '.. '. '.
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The Extension Officer (Industries) who was meant
for promoting Rural arts, crafts and small industries
was handed over to the Industries Department. and he
became independent of the Block Development
Officer. '

frequently taken out!;lidethe block and entrusted with
.wotk whollyunconnected with the block eg., conduct of
;:.Public _e~inations, spot valuation, inspection 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. Consequently'
Primary education with which the whole ofour future as
a nation is intricably,bound was left to fend for itself.-

.The Mukhya Sevikas and Gram Sevikas-had been
transferred 'to the, control of the District Women
Welfare Officer and they functioned independently of
.the block authorities in this essential service rel~ting to .
the Welfare.of Women and children..What could these

Andhia' Pradesh to inaugurate Panchayati raj in that Several State Governments continued their efforts-to
State. Speaking on that occassion at a huge public .. obliterate Panchayatiraj;all but in name.
gathering' he said "I am greatly interested in thi& •
great reform. If we succeed in it, and succeed we will, The Social Education 6rganiser was a key functionar:
then we shall have done in our. generation something in the block. ,He was i\movedfrom the Panchayat
worth while and something that willdeserve permanent Samithi, red;signated as Block Assistant. Public
record." Later when he visited Visakhapatnam he Relations Officer;and attached to the Information and .
addressed a vastly attened public meeting where he. Public Relations Department. .
observed "the task of our Community Development
and Panchayatirafis to bringthe message ofhope to the-
masses of our p~ople; to.teach them self-reliance and
confidence 'in themselve~and the way to realise our
objectives 'thr0l1gh hard 'and cO-operative effort." In
this gigaritk ~ffort Prl,me Minister Nehru. received
excellent support from .Sri S.K. Dey the then Union The Extension Officer (Animal Husbandry), a
Minister of Stiitefur C'ommunity Development who graduate in Animal Husbandry, w,as in Icharge of
toured the States inten$ivelYimet the Chief Ministers, veterinary dispensaries in the block and also extension
.Development Commissioners and People's representa- work. He was replaced by a poorly qualified Live Stock
tives and greatly helped to solve the local problems then Inspector. He was a low functionary and the essential
and there. He was the Prime Minister's right hand in programmes for upgrading cattle, for increasing milk
chalking out the details of programmeS ar,roved by production, for conservingfodder through construction
him and he kept him fully informed from time to time of of silos etc. suffered badly.
the State-wise progress af the fie!d level. Sri Dey was
the most popular Central Minister in those days. Rural The extension Officer (Agriculture) was renamed' as
people all over the country knew him, they cheered and Assistan.t Agricultural Officer and placed .under the .
greeted him on his tours .. They used to stop him at direct control of the District Agricultural Officer.
,unscheduled places and garland him. Agriculture development was the very soul of the

Panekayati Raj annihilated block's pr9gramme and to have deprived the Samithi
and the BDO of all control over this important block

Alas! Panditji's death riot only created a great void in functionary shows the limit of the States' unconcern for
the.leadhership of the Natioribut it.also dealt a death increased. production \'Thenthe country was and still is
blow,to the great Reform of Panchayatiraj in which the in need' of more' food.
rurahn~!lses pinned their faith for the improvement of " . . . . , .
their lot. Thereafter; .Chief -M~isters )ooking after, . The Exten~lOnOffice~(EducatlOn)wh?,;as responsIble
Panchayatiraj became luke~arm: gradpallytlteylost"al1 . for over-.seemg the v~llage .commumty s efforts .for
interest. 'in. this movement. and- took.various adverse. better enrolment of chIld~en~ns~hools, for preventIOn
measures whic,h dihJted~the atithciri~: and tltility: of of drop-outs, for p:~per d~stTlbutIOnoffre~ 'books and
PanchayatirajInstitutlons. ; The~ 8heet~anchorfof :~lates, for supervuunl; mI~day meal servIces and for
Panchayatiraj, Sri S.¥. :pey, :was'riotoriger,a,Minister _Improvl~g generally the eff~cIencyof schools was not at
andthusthe'oneleaderwhocouldstillplay-a:usefulrole.all avaIlable for. these Important tasks. He was
and try to stem the rot was out of their way:Administra-
tively crippled, financially anaemic and caught in the ."Pqchay'atiRaj today ~xi8t~ only in name and
cobwebs of corifU~ihg;,:and tangled .procedures,. that too OD paper and parhaps on the lips of those
Panchayatirilj institd,tions haye bee.Ir~aciaied beyond few who strUggled hard for ye~ for its success. It
recognition. ". .',"~.f}r.'.. .' is sad that all this has happened when in reality
In some states, the Government set up. a parallel there is no alternative to strengthening our vast

organisation to Panchayatiraj institutions and diiuted' rural base."
their prestige, powers ana 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 ofworks ofZilla Parishads.
These are the main statutory function of ZillaParishads.
The .AndhraPradesh State Chamber ofPal):chayatiraj

" ' • . Istoutly opposed the creation of theseltnwanted.
unnecessary and superfluous bodies and the Zilla
Parishads'started a vigorous agitation against. them.
Five Yeats ~ter, a New'ChiefMinister saw thefutility of"
the parallel set up 'and abolished it but not before
Panchayatiraj bodies suffered vastly and involved
•.themselves in unending conflicts with the newly
imposed development boards.
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women officials achieve Without the' involvement and
assistance of the', block personnel? Several State
,Governments made the Medical Officers of Primary ,
Health Centres'almost independent of the Samithi and
, its B.D.O. Consequently they functioned without any
'control what so ever at the block leveLThis naturally led
toinnumerable'complaints againstthe quality bf service
rendered in P:H.Cs. '"

The Village Development Officer (Gram Sevak), a
key functionary in his area, wasoriginallyconceived as a

"It iii!not diffic\llt to imagine what the st$te ofmind
of the masses today is like. They are frustrated
and disgusted wit~' theirexperien(;e, 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
justify a change in their attitude." '

nnances of p.r. institutions .
, No account of' the monumental' tragedy, of
';Panchayatiraj could be complete without a description
of its finances. While the~ responsibilities of ~hese
bodies havemultipliedmanifoldand,the demands made
on 'them by, the people have spiralled along WIth .
galloping inflation, the' State GoveI:mpents showed
scant 'concern fo,r th~ progressive erosion of their
"financial viability:TheP.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
edifice of democracy.

"OUI; ,experiellce spread over m()re' than ~hree '
decades has clearly established that the state
Governments all over the, country, instead of
fostering ,the growth of loc~ authorities,
throttled them and made them totally ineffective '
to fulfil the aspirations of the iuraI masses."

.after by promises made by leaders. They wa~t concrete
, results to justify a change in their attitude.
what exa~tly are the implIcations of decentralisa.

" , tion (i.e.) panchayatiraj ?

It means, sharing ofpower by people' s.elected bodies ,
with the State Goverriment and so it implies the'
readiness of the Government' to part with some of its

. " . . .
powers.
It means, the divisionqf State reve~uesbetween the'

Govemmentand Local AuthOrities and so' it implies
that the State Government is fully prepared to make
over sizeable funds to theQ1.. .' '".

It means, that no parallel organisation will exist and
that- the powers and functions entrusted tel"
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c~nstitutional clout:

Article 12, of our, Constitution recognises local
government institutions as an integral a~d essential
part of the,National Government. The subject of local
govern~entfigurel>,against entry 5m the state list ofthe
7th Schedule.

'There is ;10 separate and distinct Chapter on Local -
Authorities like the Chapters on "the union", "the
Stat~s" ,and "the Union Territorrie.s". Also there is no
separate list of subjects in the 7th Schedule which
would come under ,the purview, of Local AuthElrities.
'ConSequently all units of Local Government are
creations of the State Governments and possess such'
p'owersand perform such functions as are specificaily
entrusted to. them by Acts of State Legislatures.. . '

Again, the Constitution of India devides .the Public
Revenues of the Government into two parts, one for the,
,Union and the other for the States and leaves it to the
discretion of the -State Government to allot suitable
, resources to local bodies out pf the State's share of
Public Revenues. Our experience 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, thro'ttled the
aspirations of the rural massess. Democracy can never'
,be effective if the very: existence of. people's
representatives institutions'depends upon the political'
conveniences of the wielders of power. It is, therefore,'
absOlutely necessary to amend our Constitution and
l;lddaChapter VIII-A after' Article 242 definingthe
goals, 'powers, functions and resources of local
authorities and in particular making a specific provision
(a) to appoint a State Finance Commission once every
five, years, to apportion the revenues of the state
,between the state and the locar~uthorities; and (b) to
, prohibit the postponement of elections to these bodies
exept under very' special circumstances arid that for a
~ery brief period. • '

there is hope
, , '

If our Prime Minister accepts fully-theiinplications of
Panchayatiraj and implements them, he wili succeed in -
the real decentralisation of district 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 aDd faith in Panchayatir8j were fully
, justified.

••

Panchayatiiaj institutionswiil BOtbe encroached upon
either by lillY other body or bythe bureaucracy and so it
.implies that government undertake td ens'ure the
functioning of these authorities without any unhealthy
competition in the spheres allo~~ted ~othem.

It means, that the ruling party in the state not only
tolerates the capturing of Panchayatirajbodies by
opposition parties' through the ballot but also' treats
them with the same consiqeration as it does its own
party. ~

It means, that political parties which partiCipate in
elections to Panchayatiraj bodies would ensure that'
their own parties follow ,the democratic prinCiples
scrupulously and ensure the conduct- of elections to
their 'party organs at various levels and would not leave
room for the gbvernment or the people to point their
finger at them.

It means, that grass-roots level institutions would world~s view on local self-government .
become the focal points of change In rural life imd that The World opWpn is veering round the view that
consequently" Panchayats, Co-operative Societies, local se1f~go~ernmentis essential for nati<?nalgrowth
WOrrien'sAssociations Yguth -Clubs,etc., would play a "and for effective people:s participation and that itis an
vital role as ~nstruments of change and that government integral-indispensable part of the entire democratic
fully accept.this position and encourage them in their process. So much so on October 15th, 1985, eleven
efforts. member countries of the council of Europe sijined the
' It means, that for ail practical'purposes p~nchayatiraj European Charter of Local Self-Government. It makes
bodies would be looked upon as the real government at 'respect' 'for the ~utonomy of Local Government a
their level of functioning and that the state government binding international obligation. Should, our big
wo.,ld' regard them as their own important limbs., democracy lag behind ?OO~~

It means, that the staff employed in Panchayatiraj
institl.!tions wOJ.!ldbe under their control completely,
that they would be whollyresponsible to them only aJ;ld

, governmentwould not impose dual control at any time.

It means, that the decisions,' resolutions, view~and
opinions of Panchayatirajbodies' would be, duly
respected" and allowed to be implemented. .

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 fullyco-operatl with,
support and help Panchayatirajinstitutions.

It means, that legislators (M.Ps and M.L.As) accept
the' reform as a fundamental necessity arid would not
look upon the office bearers of Panchayatiraj institu-

'" .tionsas rivals for power in their oWnconstitutions and
, try to demgrate'them.

, It'means, that voluntary organisations functioning'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 sovereignity-
rests will be allowed to' go, to polls, peri()~ically as
envisaged in the statutes arid the approprate statutary
provisions would be made to ensure the regillllrconduct
of polls for Panchayatiraj bodie'sand that postponement
would be prohibited except' under very justifying
circumstances.
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Rescue PanchayatiRaj from 4i devils

Bharat Dogra

The author -here points out that the so.cio-economic .conditions as
obfiJininginour rorolareas havegiven,birth to certain conditi6nsof stress
which, he {ear$, will preclude the panchayati Raj from achieving the'
desired objectives: According to him these stress conditions .arefour in
number, viz., ltiwlt:ssness, exploitation' of the small by the big,'family
and factional leuds artd property disputes. Citing concrete examples, the
author calls for urgent steps to tackle these problems" ofherwise,' he
fears. people will lose faith in the Panchayati Raj institution itself

:. ~ . . .

.~ GREATER INVOLVEMENT and activisation Pa~chayati Raj and COfumunityDevelopment bodies.
. of village Panchayats and' other Panchayati Raj The states would be called upon'to activise Panchayati
institutions in the implementation of development Raj institutions, the Seventh plan document went onto
programmes is abD.ostunanimously accepted as highly add, paJ:t;icularlyat the village andbiock levels, with a
desirable forthe achievement of better results in rural viewto ensuring then-active involvement in the plaiming
development. This view is ~so accepted. by the and implementation of the special programmes of rural
Government. The Seventh Plan Document while developmentparticulady those concerned with poverty
lamenting that Panchayati Raj institutions have not '.alleviation ~d provision of minimum needs~
been' actively, and effectively, involved in the. re-activisatbm.
implementation of rural development programmes
except in a fewsates, went'on to say that wherever such More recently, .at the highest .level there has been
an active and effeCtive implementation has 'been reaffIrmation ofthe govermneilt's decision to strengthen
ensured the quality of programme implementatioI].has the Panchayati Raj institutions and to place higher
been decidedly. better. 'The plan document then called reliance on' them for achieving' the objectives of

'. for placing 'more devel()pment funds at the disposal of development planning. .
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However, while thi~ki~gof placing greater reliance on
PanchayatiRaj ::'stitutions,we cannot ignore the larger

. socioeconomic tl ends in villages from where, directly or
indirectly, thePradhans, block prainukhs and other
Panchayati Raj representatives will be elected and
where they will operate. These larger socia-economic
conditions will, to a large extent, determine the kind of
persons who get elected to ~hese posts and their
predominent concerns once they get elected. In this
article we intend to examine the problems in acpieving
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 exist overquite
large areas: (1) growing lawlessness and infh:lence 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 incideBc'e of family feuds and
factional disputes; ano (4),high incidence of land or
propety-disjmtes and the resbIting tension. Ofcourse all
these problems are not mutually exclusive and two or
more of these can exist together in a-serious way.•Yet we
discuss thes~ separtely so that their implicationsfor the
functioning of Panchayati Raj can be brought out
clearly. .

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 .c'an' deny the influence of the mafia dons vi
Dhanbad and Gorakhpur, Orthe dacoits of Bundelkhand

. and Chambal in the areas of their operations? These are
'only some of the better known examples; criminals
lesser' known at the national level but rievertheless
notorious intheii owna.reaswield clout over.sections of
population in other areas. How this situtationhas been
reached need not detain us here; what is important from
our.immediate point view is thafin Panchayat election,
having small constituencies, they can exert a very
powerful influence. Not only can they influence the
election of candidates; they can themselves get elected

I , _"'.

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 candidate1'
who have been recently elected to the posts of block
pramukhshave knoWn criminal records. The biggest

.. dacoits that this district has seen in recent times, after
serving a 'prison sentence, has been elected unoppoSed
(WflOcould oppose him ?) as a block pramukh:

As for the election of village pradhans, the influence
of armed gangsters could be seen clearly in s~veral
constituencies, specially inthe Patha region. Thus while.
some of the bigger criminals have beenelecterl as
block pramukhs, several of theirbent:hmen have been .
elected as pradhans.This fact canbe confirmedeasily,even
ignoring unIdentified crime, I;>yjust looking at the
number of recorded serious offences in which several of.
these pnidhans andpramukhs have been already
involved. -

The implications of this phenomenon on the
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functionip{fofPanchayati Raj can hardly be exaggerateci~
The persons on whom we will be relying to implement
development programmes will be knoW!}criminals of
the area who have been elected largely because of the
fear evoked ~y them, How much faith can one place in'
these pl:!rsonswith criminal antecedents 'before placing
develoj:nrientfunds and responsibilities in their han<ls?
Howmuch keenness willa B.D.0 ,have for development
work when he has to interact with an ex-dacoit block

.praniukh? what about the ovenlll scope for people's
involvement in development programmes with a
notorious ex dacoit sitting ir).-charge?

'. . . exploitation
Secondly, we also kno..y that i~ several villages,

speciallyinthe more remote and backward villages, the
exploitative grip of a sm~ll number of big landlords-
cum-money-lenders"cum-contractors 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 country. The
dominnant'sections try their best to secure thecollusio.n
of officials in perpetuation and strengthening of thefr .
hold over their areas and' distorting government
l'lchemesintendE!dto benefit the poor towards thil'lend.

Howe do these dominant'sections rea~t to the
mergence of Panchayati Raj institutions? They are
sman in number; so, if the exploited sections, who are
clearly in thpill?jority, manage to elect rep-resentative
who are devoted to 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
panc,haya:tiRajinstitutions. 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
exploite'd sections in an effective way.

Let' sgive another example from recent Panchayat;
elections in Patha region of Banda district (V.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
can<iidatewas' forced to withdraw 'at. gun~point. This
person then couJd not be seen till the elections were
held. Similarly a Rol candidate of Chulhi village, Gaon
Sabha Barhahmafi, with good support" among weaker .
sections, was whisked away. Suadin Kol of Bhaira
village was whisked ~way in a jeep just wh~n he was
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 to light. In other
areas where a fewfamilies dominate the life.of all o"thers,
even more extreme steps may be taken to curb the
democratic ~spirations of the weaker sections, Dile ,to
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whom are, resident within those' area.
The state Government may" make rules
regulating- , "
The.constitutionofso.ch Courts and the powers
to be exer.cised by them; - .
The procedure to be 'followedby such courts in
the trial of suits and cases;
The enforcement of decisions and orders of
such courts; and '
Any other matter connected with or in~idental
to the matters aforesaid.
If at any time Governm'ent of aStl)teis satisfied -
that any CounCilin the State is not functioning
inaccordanewith law or S9 grossly abusing its
powers or is functioning iri a maMer which is
detrimental to public interest, he may by order,
suspend or dissolve the Council and appoint
an administrator to exercise the power vested

. in the CounCil.
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 Le'gislative A.sf)emblyof the
State, unless before the expfratlonof that
period it has bee,napproved by a resolution of
the State Legislative Assembly.
An, order made under clause (1) may be
withdrawn at any tilne by the Governor. '
An order so approved under cluase (2) shall
unless re'vokrdi cease to operate at . the
expiration of six months from the date of
, passing the resolution. approving the order
under' clause (2) and an election to constitute
the Council shall ,be 'coriiplet,~d before
expiration of the said period.l!ll!ll!l "

(2)

(3)
(4)

(2)

(a)

(b)

(c)

(d)

(1)

(Contd. from page 68)

property disputes

, ~astly, there is the 'proble~ posed by those villages
w.hIchhave reporte4 a very high incidence ofproperty
dIsputes and the resulting tension. This problem is seen
in a,very acute form in the villages around u~ban areas
where property values have soared very high due to all
, rO\lnd 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 trans.actions. 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 tqeir rights as the'
claiment to the land meant for distribution. Large-scale
corruption, illegal' transactions, tensions and open ~
~iolertce have been widely reported from such villages,
10 all of which the eJe~ted village pradhan plays a key
role.In such areas, unless steps are first taken to curb
the very large-scale racketeering in high value la'hd, it is
most unlikely that the institution' of Pancha'yati Raj,
from election time onwards, willreniAinuncorrupted by

, it.. '. ' .

No doubt, experienced persons can add further to
this list of 'stress conditions: under which Panchayati
Raj will, inevitably run into severe problenisand
distortionsunles.s preventive and ameliorative steps are
first taken. Of course, it is not only for the success of
'PancnayatRaj thaUhese problems need to be tackled,
although in this, article we've sp6~en only from this

perspective. These serious proble~s have to be tadded
and fought in any case for the widespread distress and
injustice for which these 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 willrequire

feu,ds and disputes a big and concerted effort, combining both government
Violence and tensions relating to fafnilyand factional' and voluntary action-honest and dedicated. '

feuds are another,distressing but important part of'the 'rural life in several areas. Without any important social It is certainly not our intention to bring Panchayati
initiative to curb 'this social evil, or at lea&t its'more Raj into any disrepute. However, we believe thatit
aggfessive manifestations, the advent of Panchayati helps no one to ignore problems which are there for
Rai elections, whose constituency being much smaller ,everyone to see. These problems have led in several
affects and iiwolves villagers in a more direct wa; areas, to the emergence of a highly distorted version of
relatively. The elections for state legislatures. has made the idea that was started in the noble name of
the factionalism more bitter in several ways. First, the, ' Panchayati Ra~.If the problems persist, the people in
feuds and factionalism came.into open at the tinie of the, these areas will lose faith in the institution itself. Hence
elections, often in a bitter way, and after the elections the mgent need to tackle these problems to 'enable
thereis an effort by the victorious family or faction t~ Panchayati Raj to play the important role vested on it in
punish its adversary. This is not to ,say that villagers the democratic development process.I!:H!H!]
experiericing' such s'~cial problems in an acute Iorm
should.be kept away from this democratic process, but
only to stres,s 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}euds. In: the absence of such an effort,
there is no doubt that an unintended effect of
Panchayati Raj has been: Ii 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" . .,. .

, this" the dominant families and their henchmen
. dominate the Panchayati Raj institutions ..can we really
e~pect them to honestly lind sincerely implement the
government schemes most of which have a bias' in
favour of the poor? '
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'Pallchayat 'RaJ~strengthening
. \ ,- , .- - .... -

pf~war~J
Vasalitha Surya .

The author here analyses as to why the Panchayati Raj system could not ..
make. much hepdway. She feels, 'given a proper political perspective,
Pancha.ya~Raj could become meaningful'. Giving the exaTrJ-pleofWest
Bengal,shf3 says, 'the proper political perspective is clearly thorough-
going larid r~forms 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 mus"tnot.
looked at any more as a; mere fldministrative que.stion, but as apolitical
and constitutional requirement. In its essense" it is a quesfcionof swaraf'."

Local 'self-govermileilt is considered by' political exists, and is Jealously ~uard~d. It se~ms obvious that
theorists and ordinary citizens' alike .to be what participating and involving bnes~lf in th6 work. of .
.democracy. is all ..about . To participate in' deCisions 'running. one's own local community or village is at'
concerning one's immediate environment, with a '. least as important as taking interest in higher h~vels'of ..
bearing on. one's own day-to-day life makes .politicafparticipation and involvement'. Like charity,
democratic. common sense. It is' a step that cannot be . democracy begins at home:
skipped over, even in the most sophisticated arid swaraj
complex of political systems, as..is being realised under . The .goal of the Indian freed9m struggle was quite
perestroika in the USSR today, where the soviets are .dear in this regard: it was self-rule, swaraj. A rlemand
being restored to. the position of power and articulated by a people who had been deprived of .
responsibility originally envisioned for the.m. In most rightful participation in their own affairs, who had
. western democracies a traditional of, local autonomy been b~numbed and aliell,ated by theexl?erience of
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4,.
moreor less in this conditionaH over the country with
a few important exceptions. Tamil Nadu provides an .
extreme example of panchayat' raj breaking down
totally, under the weight of its Qwn corruption. and
inefficiency. The fake muster rolls of the early 70's
exposed ex£reme vulnerability of lQcal bodiesjn' the
existing socio-economic citcllmstances, and the State
Government felt. justified in doing away entirely with
local self-govemme'1t. The panchayats wer.e ~issolved,
qr allowed to eke out their' terms, .and no elections
were held for 15 years. The bureau,cracy under the
direction. of ther.uling party in the State, and now'
under the direction .of the Governor acting under,
President's rule, has been running the state, and no . "

YOJANA, Janu~ 26~1989

"Granting administrative autonomy and' sharing
political power all the way down from the Centre

. thro~ghthe 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 i~
Indian society" '
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"ltseem~ obvious that participating and. involving
oneself in the work of. running '~)De'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.

t
measures for social reconstruction. Half a century. of
politicisatlon had pr.odqced some expectations, ,:and in .
the 50,s soine 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
development. to flow from the top downwards to the
village. . . . ..'

Community Development was essentially a' •
technocratic solution to im economic and political
problem. The Panchayat Raj scheme which folloWed it
in the 60,s supplied the. framework of a possible

. solution by a three-tier system of represent'ative_
government. from the District downwards. It was left
to the States to implement it along with land reforms.
SiJtlerficially the patterns of land ownership had begun
to change, but inequalities continued arid multiplied.
The elected. bodies inevitably reflected these
inequalities, and lobbies and pressure groups jostled

organise village panchayats and endow them with su<:h for. accommodation within them. Modulated and
powers and authority as may be necessary to enable regulated by the Block Development Officers and the
them to ftinction as units Of self-government". This technocratic hierarchy, development came to some of
was an attempt to graft constitutional government the villages but not' democracy. The panchayats
onto the traditional idea of "councils of elders", :functioned like bazprs where. the, benefits of,
though not the actually existing old village ~nd caste. development. were bartered fot local influence and
pimchayats. it was hoped that the I influence lmd. p<?wer,for t'le bureacracy as well as for the State-level
respect commanded by the old panchayats would f10'Y .politicians. Those who got the best bargains at these
natunilly to the new local institutions to 'be created in ,bazars' were. not particularly concerned with the
Independent' India. But. what flowed even more . erosion of democratic rights or interestedjn efficient
naturally from th~ old to the new were tHe .old government at the vill~ge level .
inegalitarian and authoritarian values .in Indian
society .. The new panchayats reflected the power Tamilnadu expe~en~e,

'T'elations in the village, because nothing was done to Despite the lanata Go,,:ernment's stated intention to
radically change tHe basis of the village economy. overhaul panchayat raj in. the late 70's, it remained

It soon became clear that establishing institutions of
,.genuine local self-government ana restructuring the

economy were not priorities for the Indian State. Its
survival, and the survival of the nation as a political
entity seemed 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 .0nJy possible
alternative to fragmentation .and chaos'. Given .the
experience of Partition, and the powerful regional and
linguistic loyafties striving to assert. themselves in. the
50's, unity seemed a fragile thing indeed, needing
urgent ~ttention. ..

. sharing of power
Grantmg administrative autonomy and sharing

political power all the way down from the 'Centre
through .the States down to the district. and local level
seemed likely to threaten unity in another way : it
would have' meant coming up sharply against'the class
configuratiQns in Indian, society. In particular it
involved taking sides against the rural rich and their

. supporters, re'distributing land,. and .undertaking_
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effective constitutional or legal a~tion has b~en taken Given a proper political perspective, panchayat raj
to restore the local bodies. The virtual "'death" of could becomemeaningfuI. Judging from the West
local self-govemmentin Tamil Nadu put a stop to Bengal example, the proper poIitical, perspective is
Qoth development and democracy for aimost two clearly thoroughgoing land refonns and measJ1res' to
decades~ The alienation ,of the people, from local establish social justice. This.' has, a bearing....-on the
'affairs, from their immediate 'political environment: ,membership. and the leadership of panchayat bodies ...
and their mechanical and programmed participation in All classes are fairIfrepresented, and the poor and the
State and, national affairs 'testify to 'this political: oppressed at last have a voice commensurate with
"death". '. their numerical strength. The effect is salutary on the

bureaucracy and .the police. Schemes meant for the
"Community Development was essentially' a ~ amelioration of poverty, reach 'those who need -them
technoorlitic solution, to an economic and political as, for example, the Food for Work Programme. And
problem. The Panchayat Raj scheme which followed it thei'.e' is a healthier relationship with, the police, with
in the 60's supplied the framework of a possible greater sense of security all around., '
solution by a three-tier system, of representative ,'Whether maximising .the involvement, and
government from'the District d()wowards." , participation of the majority makes for/"success" in

"., .. purely administrative and technocratic tenns would
This could be the fate of local institutions.anywhere depend on 'many other things- the literacy and

in thecpuntiy if they are left to the mercydf power rlawar~ness, I~vel ~nd the av~abi1ity of ~nds. But it
brokers. Romanticising th~ 'village as anidyIli~; certamly bnngs out the VItal connection between,
enV!r~iu~ent ,where. ,natural justice an~. democraiY development and democracy., , "
prevaIl, IS often done. The facts are dIfferent, a,nd . If the, Central Government s recent pronouncements •
village upper classes and castes as well as the on the need for decentralisation are ~ohave any effect;
oppressed are not characterised bycommi~ment. to pan~hayat raj must not be looised at any more as a
democratic values in practical affairs. But this does not mere adniiriis~rative question, but ~. a political _and
mean that the village does not deserve power, that constitutional requirement. Init~essense, it is a
decentralisa'tion and de~ottition are unworkable ideeS. question of swaraj. 0 g'o ,
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"Be8ral'e and all the rest follows"
,)ta~~£J. ~'

This is what Jawaharlal Nehru wrote
10 his daughter, Indira Prryadarshini,

, in a leller dated Oct. 26, 1930.
Today. Republic Day, in the year '
Ihat we observe the£entenary of,
Jawaharlal Nehru, we remember his
words and aU those children who
have shown exceptional courage, .
living up 'to the ideals of service above
~elf.
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Make panchayatspowerful ...
"Over 80 per cent of our peopl~ ii~e i~:-~ili;g~;~';I~di~isP~6~
because the villages of India are poor. India will berich.ifthe
villages of India are rich. Therefore the basic .problemofIndia .
is to remove the poverty from the Indian vIllages. 80me years
ago we abolished the zamindari and the jagiidarisystemsin
various parts of India, because the villagesofIndiacould'not
prosper under a semi-feudal system of land ownership~ This is
not enough. We have to go ahead further •....•...J:lanchayats
should be given greater power.For we want the villager to have
a measure of real swaraj in his own village. He should have
power and not have to refer everything. to big officials. We do
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-April 15, 1959)
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(Harijan-28 July. 1946)

What panchayatsshould be ...
"Independence must begin at the bottom. Thus every village
will be a republic or'panchayathaving full powers. It follows,
therefore, that every village has to be self-sustained and
capable of managing its affairs •..... T.his 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
~ver-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, shadng 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

Published by Dr 8.8. 8hashi. Director, Publications Division, Patiala House, New Delhi.1 WOO 1 and

Printed by Punjab National Press, B.11/:2 Okhla Industri.al Area Phase II New Delhi.ll0020 ..
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Small saving, a people's
-movement

Natiomil Savings originally uonceived to inculcate the habit of thrift I

has over the years developed into an important financial resource
for meeting developmental expenditure; The net small savings I

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 colections in the'country. This figure was'
Rs. ,;J097~rore in 1987-88 and Rs. 2800crorre in 1986-87. In 1985-86,
the State Government's share amounted to Rs. 2903 crore. The share of I

thestate8 in the net small ~avings collections has been fixed at 75 per
cent of the collections. The above amounts are released to the State
Governments asa loan repayable in a period of 25 years.

With a view to maximise the collections to enable larger flow of '
funds to the State Governments and also with a view to tap the
different areas/section of society, various small savings schemes are
administered. These schemes are Savings Bank Account, Time Deposit
Account, Ite'curring Deposit Account, National Savings Scheme,
Monthly lIncome Account, National Savings Certificates VIII Issue,
Social Security Gertificate,Indira Vikas Patra, Kisan Vikas Patra,
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 helping inculcate the habit of saving
among different section~ 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 :
network of 1.44 lakh post offices spread a:ll over the country. This -'-
provides necessary facilities to everyone, whether in urban/semi-
urban or rural areas to invest in small savings. TbeState'Governments
also associate Gram Panchayats and other volunteer organisations
in mobilisation of savings-and al&oprovide certain incentives to them ..

The sma,u savings: which originally started on a small scale, has
developed'into a people'sniovement where all, particularly the small
savers can participate and thereby indirectly help in nation building.
Small savings today therefore provide a better tomorrow. 0 0 0
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Rationalisatio~ of corporate
tax structure in India

A.K.Tiwari

(a)

In this paper, an attempt has been
made by the author to el'amine the
present structure of corporate
income tal' in India. Analysing its
shortcomings the author also
suggests suitable measures for its
rationalisation.

CORPORATEINCOME-TAXIN INDIAhad 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-taxhad been viewed as a tax on efficiency
because this taxwas 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.

Asa part of the phased refQrmofcorporate taxation,
additional income-taxon closel.y-heldcompanies 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

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 ofnon-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 (or 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 bythe EconomicTimesResearch
Bureau, out of 200 giant companies the numoer of
companies falling within the br:acket of zero tax
liability stood at 66and 78 during 1980-81 and 1981-82
respectively.With a view to removing this anomalous
situation, the Finance Act1983 inserted a new section
80WA operative from 1stApril1984 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 the'reby
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
WA had been deleted from the statute book with
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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 paying no tax, had its
new variant not been incorporated in section 115 J
and made applicable from 1stApril 1988. This section

[ provides that in case of any c,bmpany whose total
" income cOplputed as per the provisions ofthe Income
Tax Act in respect of any previous year is less than 30
per cent of its book profit; th~' total income of such
company chargeable to tax fm!the relevant previous
year shall 'be deemed to be an amount equal to 30
per cent of such amount.' .

Rate structure pi income tax on
companies

,
The rate-structure of corporate income-tax in India

--has been tailored variedly according to the domicile
and nature of companies. TIle tax rates are different
for domestic a~d foreign c~mpanies. 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
some sort of. graduation ;in the rate structure of,
corporate tax and as such companies having smaller

/ :!lcome were subjected to lower rates as compared to
those having higher ineomie. However, application of
lower rate of tax on small companies had been
withdrawn from assessm,ent year 1984-85. The rate-
structure of corporate income-tax for the assessment
year 1989-90 is given belqw:

,

Governments or the Indian concern
after the 29th day of February, 1964
but before the 1stday of April, 1976,
and where such agreement has, in
either case, been approved by the
Central Government.

(ii) On the balance, if any, of the total 65 percent
income

The amount of income-tax payable by domestic
companies having total income over Ks. 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 a flat 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 a!Jplicable to individuals, firms and other
assoCiations of persons for the assessment year 1989-
90.

It is, thus, clear from the'above 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
treatment, corporate assessees bear relatively higher
tax burden vis-a-vis other types of assessees, as
shown in the following table.

I

II

(b)

22% Abmle one Lakh

24% Above one Lakh

50% Above one Lakh

5%

4%

25%

Types of Basic Minimum MlJl(imum Slab of income
Assessees elremption rate rate chargeable to

limit max:imum rate

5

Table showing basic exemption limit, minimum and
maximum tax-rates and slab of income subjected to

highest rate.

1. Individuals/ 18.000/-
Unregistered
finns, other
associations
of persons etc.

2. Registered 10,000/-
finns (non-
professional)

3. Registered 10,000/-
finns (pro-
fessional)

It is 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 Ks. 5 lakh the tax liability of an
uregistered firm and registered firm stands at Ks.
2,40,713 and Ks. 2,29,412 respectively for the assesse-
ment year 1989-90as compared to the corresponding
tax liability of Rs. 2,62,500 in case of a widely-held

In tqe case of domestic company Kate of Tax
( i) Where the company is one in
which public arE1 substantially
interested '50 per cent
(ii) Where the company is not a
company in whicll the public are
substantially interested.
(a) in case of ai trading or an 60 per cent

investment c~mpany
(b) in any other case 55 per cent

I
I

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 9f an agreement
made by it \yith the Government
or the Indian Concern after the
31st day ot; March, 1961 but
before the 1st day of April, 1976,
or ;

fees for rendering technicaI services )50percent
received from: Government or an
Indian concerh in pursuance of an
agreement ~'ade by it with the

YOJANA,Janpary 1-15, 1990
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Table showing comparative incidence of tax. on various categories of assessees on
sleeted levels of income for the assessment year 1989-90

Income Income-ta}( including surcharge payable by

Individual! Registerd Widely. .held Closely .held
unregistered jirm (Non. domestic domestic company

jirm/AOPS with professional company Trading Others
a determined and its four Dr in-

share of partners vestment
members having no other

income e}(cept
thesharefrom
thejirm

Rs. Rs. Rs. Rs. Rs. Rs.

25000 1750 750 12500 15000 13750
SOOOO 9250 2500 25000 30000 27500
100000 30713 14880 52500 63000 57750
200000 83213 61996 105000 121>000 115500
300000 135713 116180 157500 189000 173250
400000 . 188213 172796 210000 252000 231000
500000 240713 229412 262500 315000 288750

domestic company; Rs. 3,15,000in 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 relativelyhigher 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 tate structure of
corporate tax prevalent in certain selected countries
of the world is given belO\~:

Table showing Income-tax rates of corp~r8te 8ss88seesln
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 calls for slashing
down of the income-taxrates. 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 adqitional incom6"'
tax on closely-held companies from the assessment
year 1988-89such sort of classification of companies .
for tax purposes has now outlived its utility. All
companies should, therefore,. be subjected to a
uniform progressive rate-stmcture for the benefit of
smaller company on the pattern of the corporate tax
structure of the U.S.A.(\ccordingly following rate-
schedule for corporate assessees might be enforced
in India in place of the existing flat rate scheduled.

Taxation of inter-corporate dividend

The other disqu'ieting feature of corporate tax in
India relates to the taxation of inter-corporate
dividend. Such dividend is virtually taxed thrice:
First, iQthe 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 80Mof the Income-taxAct a domestic
company is entitled to a deduction of GO per cent of

(ComeL on page 20)
YOJANA, January 1-US, 1990

Countries

Argentina
Brazil
Canada
Hong Kong
Indonesia

Italy
Japan

Thailand

U.S.A.

Source-Lakhotia, ItN.

8

Rates of corporate Income-Ta}(

33% locally incorporated cc.s
35%
29%
18.5%
15% on 1st Rp 10 million
25% on amount above Rp. 10 million
but nol exceeding Rp. 50 million
35% on amount over Rp. 50 million.
36%
33%on distnbultld income.
43.3% o'n retained income.
30% for companies listed on the stock
exchange.
40% for olners
Upto U,S,$ 50,000 15%
Ovt:r U.S.$ 50,000 25%
But not over US $ 75000
Qver 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 119861.

Slab of InCOme

On taxable income upto Rs. one lakh
On taxable income exceeding Rs. one lakh but not.
excedding Rs. two lakh
On taxable income exceeding Rs. two lakh

Rate ofta}(

20%
30%

40%
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Balanc~ of Payments deficit
I .

Protblems and prospects
I

VPradeep Kumar & D. Jyoti

••

I

India'sbalanceof paYmentsproble~s
and the method's to finance
the deficit iii the balance of pay-
ments are analysoo in detail in
this article. The gJp has widened
since the early 80s because ever
increflsing imports have nullified
the gains made liy e}(ports. The
author, therefore, a.dvocates for a
more-serious effo,Tt to push up
exports and to regulate imports
through improverfz.ent in agricul-
tural production, I petrochemical
industries and irydigenisation of
automobileand eleetronicindustries.

I
I

payments, it is necessary to keep the BOPunder on-
going review, so that appropriate and timely
corrective measures arelaken as an~ 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 fron, the persisting trade gap.
The pressures on the balance of payments in 1974-75,
1980-81and 1981-82were attributed to the oil shocks.
1n1981"82the current account deficit rose seven-fold
from Rs. 234 crores in 1979-80to Rs. 1,657 crores.
Export growth during the period 1974-75to 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.993crores at the end ofMarch 1974to Rs.5,931
crores by March 1980.Therefore, it can be observed
that, the BOp position was comfortable till early
1980s.
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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 1986-87from 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 1987-88was 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 1988-89from 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 1980-89has taken fhe 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 obligtt.tions in
respect of commercial borrowings also have eaten as
much as 24 percent of the export earnings. The debt
service ratio has thus been uncomf~ably increasing-
upto 24 percent from about 11 percent-and the fear is
that it might well be 34 percent by the end of th.
Eighth Plan. The scheduled repayments ot the IMF
under EFFwould reach a peak of SDR804million 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 commodity imports
from USA under PL 480/665 etc., though it
ceased to exist long ago)

(2) Drawings from I.M.F.
(3) Allocation of SDRs, and
(4) Decline in foreig~ exchange reserves.

A close scrutiny of table-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 b&.lance of
payments deficit. Apart of external assistance comes
in the form of out right grants, while the rest of it is in

Table I

Financing of B.O.P. Deficit I

(Rs. Crores).

year Total Deficitl-J El'ternal Assistance
Surplus 1+1 Loans Grants

Financed. By
Drawings Allocation Decline 1+1

PL 480 Total j1uml.M.F ofSDR increase
H

8

1971-72 -749.6 65L!! 112.6 8.6 773.1 74.7 -91\.5

1975-76 ,1035.0 1361.0 296.6 1657.6 207.1 -tl29.7

1980-81 -3147.9 1184.2 508.4 16!12.6 tl1tl.S 120.$ 516.0

1981-82 -4067.4 1367.0 -445.3 1tl12.3 636.8 1618.3

1982-83 .342tl.6 177-l.9 385.3 2160.2 1892.9 -624.5

1983-84 -2887.4 1870.3 379.5 2249.8 1410.5 -77'!.9

1984-85 -1782.5 1953.0 538.6 2491.6 216.8 -925.9

19t15-86 -3626.9 2481.2 439.2 2920.4 706.5

1!Itl6.
(Apl'il-Sep' -2255.4 1020.0 1221.1 1142.1 1113.3

Source: Govern .•••ent Ill' India. t:ellllullIie SUI"\'ey, 1Htl7-tltl, pps. '66-67.
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Table II
Foreign Exchange Reserves

I

the form of loans. However, itlis noteworthy that the
amount of external assistance, has no relationship
with the balance of payments deficit except that bJth
have tended to increase with 'the passage of yeam. It
can be seen that in many 'years, the amount of
external assistance even e~ceeded the deficit in
balance of payments. Even in 1977-78 we received an
assistance of Rs. 1,346 crore~ though our balanc:l of
payments showed a surplus rof Rs. 201 crores.

It may also be added that ,i aid in one year hali no
relationship ~ven with the d,eficit of the preceeding
year. The world Bank and itl>affiliates as also other
countries decide to extend aid to us based upon the
world bank assessment ofr our needs for foregin
exchange and we always accept it irrespective of our
immediate requirements. Ifiaid is delcined once, it
may have the repercussion Ofsm.aller offer next year
when our need might incre:ase. .

As regards the chances ofithe 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 rpeet our current pay ment
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. i

I
Drawings from I.M.F. refer to our borrowing:; from

this international institution. These loans, 'lnlike
those of the world Bank and I.D.A. are of ml~dium
term maturity. They are supposed to help the
borrowing country tide dver balance of payments
problems till it is able to irlcrease its export earnings
through appropriate polities. However, it is to be,
remembered that like ex~ernaJ aid, drawings from
I:M.F. should not be cqunted as a reliab'le and

I
I
I
I
I
I'

Reserves

acceptable source for meeting balance of payments
deficits.

Allocation of Special rawing Rights (SDRs) by
I.M.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 finaning our BOP
deficit.

Decline in Reserves is another measure by which
payment obligations can be met. It is, however
clear that this source is to get exhausted very soon
unless it is frequel}tly 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-II shows the position of India's Foreign
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 SDRterms in 1986:87 of SDR615 million and in 1987-
88 of SDR 627 million.

The BOP gap, was bridged oniy 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 SDRhad 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 e:xternal debts were
increasing all the time.

Further, with the establishment of IMF, there
emerged an entirely new frame wo.rk for the balance

(Rs. CrorEIS)

Transact.i"ons with I.M.F.

End of Gold SDRs
(in million)

Foreign
E}(change

drawings Repurchases OutstandJing
repurchai;e

obligati.ons

1971-72
1975-76
1980-81
1981-82
1!182-83
1983-84
1984-85
1985-86
1!186-87
1!11l7-88
1!189
Januar}'

I
I
I
I
I
I
I
I

182.5 .247,7 480.4
182.5 202,8 1491.7 207.1 8'04.n
225.6 490.5 4822.1 636.8 5.1 ~67.7
225.6 425.1 3354.5 1892.8 9'01.0
225.6 270.2 4265.3 1413.7 2867.0
225 ..6 216.4 5497.9 218.8 72.1 4443.7
245.11 ,146.5 6816.8 155.9 48>87.7
274.3 115.1 7384.4 253.0 52:1l5.n
274.3 139.4 7645.2 672.2 .~.'i48.1
274.3 69.7 7287.1 1208.9 4;'31.6

274.3 76.3 5540.9 311:1.1 3/S16.7

Source: GOI: Econc',mic Survey. 1988-89. P,S-64
I
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of payments adjustment which became. a matter for
policy. Durinlg 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 gold
standard, whilch was often referred to as the price-
specie-flow mechanism, the balance of payments
adjustment. was to' be automatic thus became
identified witlh deflation and unemployment. But
Gold-standard collapsed in mid-1930s which was
followed by a phenomenon of begger-thy-neighbour
policies. 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 breakdo'wn 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 exch,ange rates were to be made only to
correct furidarilental disequilibrium. Orderly
exchange rate arl'angements can be maintained, in
the .event of an ad'verse balance of payments, only if a
country has adqu' ate foreign exchange resources to
meet the deficits .•

If the balance oir payments is to be in equilibrium
with no borrowinl!:, exports are to equal imports, and
domestic investm ent liniited to domestic savings.
Investment can increase without harm to the balance
of payments only if export expand simultaneously in
the correct propoJ'rtion.

Tourism, also generates considerable tax revenue
and it augments foreign exchange earnings. Foreign
exchange earninl!ls from tourism which amounted to
about Rs. 32 cror'es in 1971-72 have been increasing
from year to yea I' and in 1982-83 these amounted to
about Rs. 1031cr(')res However, the increase in tourist
,arrivals in India (during 1987-88 is estimated to be 7.7
percent only agai nst an increase of 23 percent in 1986-
87. "

Conclusion
The time has ntlW come to wind up the discussion

about financing tIle balance of payments deficit. As
discussed earlier" the trade gap has to be bridged
with a more seriOl:ls effort to push up exports and to
regulate imports through a well thought out process
of elimination of re dundant or substitutable items. The

I improvement in a~,(ricultural production, the increase
in the stature of petrochemical industries and the
greater accent on :the indigenisation programme of
the automobile and electronic industries should help
moderate the growlth in imports and secure a greater
benefit from the ris' ing export:;. It is now for exporters
to respond positiv: ~Iyto the array of incentives and
build upon their e, ffnrt with renewed vigour. In an

10

. expanding phase of the ~conori1y, 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 import bill is bound to swell beyond 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 q.uite proper 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
'productswill be able to withstand international
competition.

Also, the viability ofthe 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 various reasons including. international
political atmosphere.

The management of the balance of payments will
require improvement in domestic fisciJl 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, iIi order that our share of the
tourist trade may grow at a fair pace. Non-resident
deposits have been a sQurce of considerable support
to the balance of payments in recent y,ears and such
inflows should be encouraged through appropriate
incentives which are in line with movements in
international interest rates.

I! is necessary to encourage foreign ,investment,
both from NRIs and others, without, however,
jeopardising our national pr-iorities. ,The major
hurdle in the Eighth Plan can be over-come to some
extent with the use of aid in the pipeline which is
estimated at over Rs. 28,000 crore~. Ifthereisa brisker
execution of the projects involved 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 whene the balance of payments gap
can be bridged with net invisible receipts. A
combination of expenditure reducing and e;"penditure
switching policies is called for. 0 0 0----------------------------------
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M.SuJatha& nr~ G.Nancbaraiah

economic growth in India
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reasons for this are the ability ofLDCs to exploit their
comp.a/'ative advantage in world market is limited by
the imperfections in their domestic market
mechanism and the inelastic demand for primal)'
commodities, which form the basis of most LDCs
export earnings, Iimltsthe capacity to import various
inputs which are Ileeded for their economic
development. It has often been argued that the early
expansion of eXIJOrts 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 mav be harmful to the extent that they can
neither c~ntrol nOl"easily adjust to such fluctations
and that instability has an adverse effect on
investment and hence growth. According to some
econo!nists LDCs opportunities for participating in
Inter-national .trade are so limited that theil'
,main hope for development lies in an import
S'ubstitution strategy. This view was put forward by
Gunnar Myrdal; Raul Prebish, Hans Singer and
others." .

Most of the governments of the developing
countries have adopted import substitutiol1 policies
1'01' '. the reasons such as achieving objective of'
industrialisation and balance of payments support
since it was believed that it helps to save foreigq
exchange. But this type of industrialisation strateh'Y
has proven costly in many developing countries. A
numher of empirical studies confirm that the import
.$uhstitution policies have not succeeded in fulfillin.g
the ahove saId ohjectives. On the other hand the
,dl'iilllaticeconomic success of countries pursuing
export ol"iented pol.icies viz., South Koma, 'Taiwan,
Singapore and Hong Kong along with. dramatic
failul'e of some countries pursuing import substitution
policies like /\J'gentina, BJ'ilzil, and Chile pnwed that
e.."port ol'ient~d economic gl'Owth is not only feasihle
but can he vel}' J'ilpid as wol!.

The Indian experience
When India acquired independence she had

adopted an import substitiltion stl"ateh'Y of
economic gl'Owth believing that the vast size of the
countlvand the availahilitv of several types of
resour~es can support it. Th~ factOl' that dominated
expo.'t policy has been the small share of expol'ts in
total national income. ExpOl'ts have averaged 6% in

41
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Exports

I

In the light of the b.evelopments in
the trade policy dfring the years,
the author attempts a study of the
change in the gr~+h rate ofindia.n
el'ports vis-a-VIsI the economIC
growth during 1951 to 1983. '.The
study according i to thealithor
confirms the po~itive co-relation
between el'ports I and economic
growth. The author, therefore,
callsfor more measures to improve
el'port performa1ce in India. ,
d

I ,
INTERNATIONALTRAD~ ISANactivity of strategiC

importance in the development process ,of a
developing economy. AsA~am Smithpoin!ed c:m.tthe '
development of industry of an economy IS severely
handicapped if it is depriived of the abilityto trade,
widely. The division of labtJUr is limited by the size of
the market. and the divisi,bn of labour is the key to
increased productivity. ~ompetition from abroad
forces firms to cut co~ts a~d improve quality of their
gOQ(~s.Also contacts thropgh trade ease the flow of
capital and speed the acq\iisition of new technology.
J.S. Mill discussed the indirect gains from trade and
stated that 'the openirig be foreign trade, by maki~s_
people acquainted with. I~~wobje~ts 01' t~inpting
them by the easier acqUlfItlon of thmgswhlch they,
have not previously thoJghtatlainal~le, sometimes
work as a sort of indust~ial revolution in a country'
whose resources were ~reviouslyundeveloped for
want of ener~ and am~ition in people; inducing
them to wOl'k hm'dm' fOl"the grat ificat ion-oftbeirneW
tastes, mld eVeR-to save hnd accumulate capital 1'01>':
the still n!ore cornplet~Jt,isfaction o!!hp&e t~stt:Jsat a
future time. Empel'lcally there ,IS conMderable
evidence that when fre~ tra£!e policies have been
followed the process of development has indeed
been export led gmwth inlthe most rapidly developed!
Less Developed countries. lEg. South-Korea, Taiwan,
Hong Kong!, I ,
But the optimistic: vip~ of development through

trade has heen denied bYImallY critics who arhtued for
p.'otec:tion to promote national industries. The main

I
, ,I
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he fifties while imports were about 10%.Then over a.
)eriod of time with rising national income, the size of
he export sector came down further to 4.7%on an
lverage. This small size of export sector influenced
he government scheme of thin.gs. In the First Plan it
Nas stated that /lin view of the urgent need
for investment in basic development diversion of
resources on any large scale to trade must, in an
lmderdeveloped economy, be regarded' as a
misdirection 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
ofthe 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
rec«;>gnised 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
frot;n Rs. 902.4 crores to Rs. 303.6 crores in 1960-61
(DGCI&Sdata). Thi'i came as a shock to the planners
and in the Third Plan they explored the possibility of
suppl~menting the export earnings with external
assistance. Greater emphasis on exports was placed
and subsidisation was introduced covering a wide
range of exports. These subsidisation policiesessentially
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, pr~
rata, to the value of exports etffected. 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 6,1966to less

than tw~thirds of its current exchange rate to make
exports beneficial and imports costlier. Atthe 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 expo•..•s causing a huge trade deficit. (Rs. 921
crores). This led .to 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

industrial capacity destined for export prod~ction. A
Trade Development Authority was set up to provide a
comprehensive range of services: covering
marketing, finance, and product adoption to exporters
particularly those in the small scalesector. In 1974-75
Export processing zone was created for electronic
equipment and components near Santa Cruz airport
at Bombay..AnExportImport bank was established in
1981-82with 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 institutionsenga~ed
in financing foreign trade.
Besides these measures the Governme'nt df India

pointed three committees to review the structure of
trade policies and performance of Indil!'sforeign trade.
th~ were Alexander mmmittee (Jan, 1978);Tandon
committee (Jan, 1980);and Abid Hussain committee
(December, 1984).Based on the recommenda,tions of
these committees impart 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 iI1India
with famlties similar to those normally availab~eonly
in free trade zones to encourage the export o,fnon-
traditional manufactured items. The government
announced a long term import-export policy in April
1985,for a period of three years, upto March 1988with
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
C()mmerce Ministry on march 30th 1988. 'Main
features of this policy are Open General Licence lisf
was enlarged to remove customs problems' so. that
necessary raw materials could be imported without
any difficulty. Under the import policy exporters are
entitled to get import replenishment licences to
replenish the raw materials and components used in
the manufacture of products exported. The coverage
of the import export pass book scheme is tieing,
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 al~ve,
would be given thefacility of pass book upto an,extent
of t~n percent the average turnover. This will be
subject to production of bank htuarantee equivalent to
the full customs duty leviable.
Export policy has been made simpleI' and easy to

opemte. In restructuring the policy. a systent of
having various categories of controlle d comrllOdities
has been introduced; the system of quota licensing
and fee licensing has been abolished. Similarly
licensing on first-come-first-serve basis has alsObfen
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Annual average compound growth rates of GNPfor
the first five Year plan and .from 1978-79 to 1982-83,
and for the two subperiods are estimated using the
following formula;

Y = aebt

where
Y = GNP at factor cost
a = Constant
t ' = time period and
b = .estimated growth rate
Results showed that while the growth rate of GNP

for the two sub periods is 3.7 percent, it fluctuated in
the first five five year plans and in 1978-79to 1982-83
period between 5.8 and 2..2The 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,
industrial stagnation and Wars with Pakistan and
China. It increased to 5.8 percent in the Fifth plan but
again declined to 3.2 percent during 1978-79to 1982-
83 period. But on the whole there was no improve-
ment in thegrowth rate of GNP,over the total 32years
period; which remained constant at 3.7 percent.

Table I

4

3.9

2.2

3.1

5.8

3.2
3.7
3.7

13

annual average compound
growth rate (percentage)

placed on import substitution and stringent
import.control measures were imposed. The
second sub-period has witnessed a continuous
Iiberalisation of the economy. The years
from 1966-67 to 1968c69 were not included
because oftheextreme conditions prevailing
inthe country. There was severe agricultural
drought situation for the two successive
years 1966c67and 1967~68.These affected the
values of.GNP and exports adversely.

Annual Average Compound Growth Rates of GNP

Period

Fii-sl Plan
(1951-52 to },955-56)
,Second Plan
(1956-57 to 1960-61)
Third Plan
(1961-62 to 1965-66)
Fourth Plan .
ti969-70 to 1973-74)
Fifth Plan
'(1974:75 to 1977-78)
J978,79 to 1982-83
.1951-52 to 1965-66
1969-70 to 1982-83 .

I
I

alJolished. The scop~ of export of free trade samples
has been enlarged and rationalised. •

For the first time an. export Ilicensing committee
under the chairmanship ofl CCI&E has been

•. c_onstituted, This committee will consider applications
for items placed 'on merits' list, export of smaples

'~over and above the value lai<ldo~nin OGLand attend
"to clarificatiOn.on exp~rt pol~l and.pr()Ced~t~s,~tc.

Thus there Isa changem,the mdustrIahsatlOn
strategyofIndia from imporl S~bstitution to neutral

~. to export oriented Trade policy liberalised while
promotirigimport substitution/in the economy: .'

.' .' I . Objective
. .'1 .In the ..light of these developments. in the trade

policy the present study is an rttempt to examine,

1. Change in the growth r~te of exports and that
. oLGNP during 1951 to 1983 and• ...• . I . .
.2... ' the relatIOnship, between growth of exports

and -that of GNP. I
I

Liberalisation of foreign trade leads to promotion
of e?,port.s antl promotion of eiports will have effect
On economiC growth. I

I Methodology
. The methodology ~sed in thrs stu~y is to compile
.the annual data relatmg to g'r0rs national product at
factor cost and exports for the period 1951-52to 1982-
,83. The yeaI' 1951-52 is chosen as the base year
'because it isduring this year nilt Iridia' Fitst Five Year.

. I.. . .Plan was start~d. The current year is dictated by the
availability of comparable datal Since the GNPfigures
were .adjusted. to price ch~nges, exports were
deflated by using unit valu~ index numbers of• .... '1 .
exports.'. ..•.. .. . I. .' .• .
The unit value index numbers of exports for

different period are giVenatJdifferent base years.
Hence all the figures were adj sted to the same base
year 1970-71by using the forniula:

. current ..year. in...d.ex t..u.mbeI'o'fexports
PX= . X 100

~.' here Px.i::s:i;J:;u~~.dri:::ln:~~::t~:. :;:S~By
usmgthese mde1t numbers (base 197Q-71=100)export
figures are adjusted to 1970~71pricesso tha(GNP data
and export c;fatacould beco1parable. .

Using the GNPdataahd defl.!ttedexporis data, Karl." The annual average Compound growth rate of
Pearson's correlation 'coeffidierit and RegressIon .. exports for the six five year. sub periods and for the
equations are calculatedforth~",hole period andfor' two sub periods are estimated by using the formula:
the two subperiods i.e.~ I," . Yx= aebt
1. from 1951.52 to 1965-66!al1dl2Jfrom1969--70to where Yx= value of exports.

1982c83.The total period is so divided on the
basil! of majOrchanges'that occured. in It is observed that the rate of growth of exports
India'S}qreign'.tradej'policy. I~ the first decreaSed very rapidly and became negative by
subperJodconslderab,eemphasls has been Second plan period-from 6.2 percent to 1.5 percent.. . . . J '
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This steep fall in the rate of growth of exports can be
attributed to the indifferent attitud~ 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

The estimated regression equation is:'
I

.Y= 10047.6+3.479 X +994.09T
(10.17) (4.764)* (22.20)*

I HZ = 0.98
J{Z = 0.98

F (2.29)= 768.62
Vx= 0.2 Vt= 0;5

Annual Average Compound growth Rate of BJl:ports

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 commoditie.s which. are
considered to be the dyna~ic exports in India.
When the average growth is estimated for the two sub
periods, it is found that the growth rate increased
from 2.6percent to 6.6percent. This improvement in
India's export performance greatly enhanced the
export promotional measures adopted by. the
Government. .

Exports and economic growt~
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 firstsub 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 USEld.
The specific hypothesis to be tested is that 'there is

a positive relationship between exports and economic
growth Le., a rise in exports stimulates increase in
aggregate e(;onmic growth.'

Linear Regression equation
y= a+bX+ cT

where Y= GNP,X'" exports, both' at constant prices

.T = Time a = V-intercept
band c = partial regression coefficients.

has been fitted to the da.ta for the years 1951-52to
1982-83.Time is introduced as a variable, taking
values T= 1,2,3...., in order to capture the effect oftall
factors changing over time and influencing the GNP
other than exports in the functional relation. IIIIIIIIIIIIIIIIIIIIIIIII[

I
Y= 12408.5+ 3.64X+ 898.24T-1918.160

(5.441)*(13.Z59)r(1.833)**
:. R.~ •••0.98

I Ift.o.98
F (3.28) ;= 555.204

*indicates significant at 10 percent ,level.

where D is dummy variable.

The value of dummy variable is given 'one for 1951-
52to 1968-69and zero for 1969-70to 1982-83in order to
differentiate between pre-liberalisation period and
liberalisation period. ,The estimated Fegression
equation is:

v = a+bX+cT +dD

The estimated results showed that the cofficient of
dummy vanable 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 I analysis
confirmed the pisitive relationship between exports
and eocnomicgrowth and hence the hypothesis
tested is found to' be true .

• I
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. ,0 0 0

Figures in parenthesis are t-values.
* Significant at 1 percent level. i ..,

The short run elasticity of (2NPwith 'respect to
exports is 0.20.This means that a 100perce~t increase
in exports leads to 20 percent inetease in GNPas an
instantane()us effect. The elasticity of GNP with
respect to trendvariable is 0.5which mean~ tl:'ata 100
percent increase in all other dynamic factors other
than exports would increase GNPby 50percent. The
I()ng-runelasticity 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 GNPthan exports variable as the former has larger
~-valuethan the latter.
In .order to test whether trade 11iberalisation

policies brought into force from 1969-70onwards has
any significant impact on GNP,a dummy variable is
. introduced into the regression equation and put in .....
the form of;

annual averase compound
growth rate (percentaseJ

6.2
1.5
5.1
6.2
8.6
3.2 .
2.6
6.6

First Plan
Second Plan
Third Plan
Fourth Plan
Fifth Plan
1978-79 to 1982-~
1951-52 to 1965-66
1969-70 to 1982-83

Period
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Growth o~ india's export and import:

An analysis
R.P. Singh, H.K. Pandey, H.K. Singh

I . . .
!

I
The followi.ng compound growth model was used

for the purpose:In this article the aurhor attempts T
an analysis of the growth of India's Y = A (1 + r)

. e}(.portand import dhring 1960~89. where Y= Quantities of exports and imports of
The analvsis reveal~. tliat India's commodities in year.

J' r = Compound growth rate
e}(.port increased I significantly T = Time
during 1960-61 1988-89; but increase

I The equation shown above can be reduced toin import was fiaster. than e}(.ports.
I linear in logrithmic forms tnat is,

The e}(.port earnings varied from log Yt ='log A + T log (1+ r)
item to ite~ during tlhepe~iod a.nd or Y = a+ bT
today handicrafts and engmeermg where Y= log Vt'
goods brirrgma}(.i1tnum eXport a = log.A
earnings. More effortts are neededb= log (1+ r)
to raise the earnings through The compound growth rate 'r' thus be obtained as
e}(.ports, say the authors. 1 + r= antilog b.

. I or r ;= (antilog b-1)
. I or in percentage term r = (antilog b-1) x 100

EXPANSIONOF EXPORTSPLAYSa vital role in the
"I The critical examination of all the three decades ofdevelopment process of developing/under developed

countri~s. It provides the nedessary means to meet exports and imports presented in Table No. 1
ever increasing demand for irJports. But the process revealed that increase in Indian export was significant
ofdevelopmentitselfincrease~thehomedemandfor during 1960-61 to 1988-89.The growth rate of export
consumption of food and food materials, which, in was highest in 1970-71 to 1979-80 (19.25 percent)
the absence of increase in th~ domestic output, will followed by the period of 1980-81 to 1988-89 (12.90
have the tendency either to reduce .the exports or percent) and 9.80 percent during 1960-61 to 1969-70.
increase the imports. of the~e commodities. The The overall increase in export was 11.87 percent
extent to which this may happen c;h~pendson elasticity during the period of 1960-61 to 1988-89.
of home and foreign demand fclJrthe products and the Similarly increase in India's imports "Y'assignificant
elasticity of home and foreigrl supply. during 1960-61to 1988-89.The growth rate of imports
F r th fth' t di ddt & was highest in 1970-7'1 to 1979-80 (21.62 percent)o e purpose 0 IS S u ¥, secon ary a a lor a

period of 29 years from 1960-6i 19R8-89, were divided followed by the period of 1980-81 to 1988-89 the
into three decades. The data t.sea in the study were . figures being 9.53 percent and lowest being 7.20
obtained from Economic SurvJy published by Govt. of. percent rl,uring the period of 1960-61 to 196~J-70
India and various monthly bulletins. The growth respectively. The overall increase in import was 13.44
rates of exports and import~ were worked out by 'percent during the period of 1960-61 to 1988-89.
making use an exponentialfunction. Of the two types It is clear from the table that India's export has
of trend equation tried I.e. Iinbar and exponetial,the increased, no doubt, but increase in India's import
later gave a better fit to the da~a in all cases. As such, was faster than exports over the periods.
only exponential trend equaqons were.taken up for Composition of Exports:
the further economic analysis. When expressed in . .
logrithmic forms this function' transforms into linear The composition of exports is presented in Table
function. I . NO.3. Following results obtained from this table.
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(1)

(2)

(3)

(4)

(5)

(6)

The most important export item in 1960-61 (7)
was juteandit contributed Rs.212.9crores in
the form ofthe export earning. This amounted
to 20.5percent (or a little more thanone fifth)
of Iota1export earnings. Since then its share
has continuously declined (to 12.4percent in
1970-71and 2.4 percent in 1985-86). '
The second most important export item after
jute was tea in 1960-61and it contributed Rs.
194.7Crores (whitchamounts to 18.7percent (8)
of tptal export earning). It~share has also
declined consistently 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 earnings
as compared to jute. (9)
The third most important item in 1960-61
was cotton fabrics yielding Rs. 90.6crores in
the form of earning which was 8.7percetn of
total export earnings. This has declined to 4.9
percent and 3.4 percent in 1970-71and 1985-
86 respectively. ,
As is clear from Table 2, the most spectacular
increase had been recorded by handicrafts
(fromRs. 69.9Crores in 1970-71toRs. 18,50.10
Crores in 1985-861.In fact, during recent years (10)
they have occupied the first place in India's
export earnings.
Anevent of considerable importance was the
emergence of crude petroleiimas a significant,
item of export during the last few years. In
fact, during 1982-83and 1983-84exports of
crude petroleum occupied second place after
handicrafts. In 1984-85they occupied first
place with exports worth Rs. 1563.2Crores.
However, they slumped to only Rs. 135.1
Crores in 1985-86.
Consequent upon the programmes 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 1.3percent
in 1960-61 to 6.4 percent in 1984-85.
Engineering goods occupied the third place
behind handicrafts and cotton in 1985-86.

Table No.1

The results of industrilization were also
expressed throughincreasein the exports of -
chemicals anp allied products.Frpm Rs. 5.4
Crores in .1960-61, the' exports of this item
increased to Rs. 482.9 CroreS in i984~85.In
percentage terms, the share of chemicals and ":
allied products in tot~lexpo~' earning
increased fro,m 0;5 percent in 1960-6Lto 2.6 _~
percent in 1985-86. '" "" I, '

Exports of leather' and leather manufactures
including footwear had shown impressive
increase during the last Jew 'y~ars. They' ~1
contributed Rs. 743.2 Croresin, 1984-85and
Rs. 520.90Crores in 1985-86.
The commodities showing wide fluctuation
'in earnings were 'Sugar'; 'Iron' and 'Steel'.
Earnings from 'sugar were meagre'in 1960-61
and 1970-71but all of a sudden sholtup toRs.
472.3'Crores in 1975~76,seizing the rfirstplace
In export earning commodities. Thereafter
they slipped to inordinately low level of Rs.
36j Crores in 1984-85and 11.00!Croresin
1985-86,Earnings' from ,iron ,and steel also
show similar trends'j
Jute and mica export earning stagnanted
over the year. The stagnation of export
earnings from jute was attributable mainly to
the stagnation of jute consumption in the
importing countries. This, in, turn; was due "
to: (i)Substitution of papers in place of jute as
the packaging material. (ii) Growth of new
techniques in di~tributive trades, dispensing
with the use of large traditional c(imtainers.
and (iii), InJroduction ,of "Back !HandingJJ

techniques in transportation of commodities,
Mica alsofaced a similarfate.Despi.e the fact
that India was a leading producer of mica,
exports of this commodity had failed to
increase. This could be attributed tovarious
causes, the most important beillg (i)growling
use of synthetic mica, and (iii the ever'
increasing possibilities of making use of
scrap mica in place of high ~rade mica.
During recent years,' high temperature-

I
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compound Growth Rate 01lnllla'8 Bxport and Import (1980-1$88)

year Equation Compound Standard' .
growth rate Error R2

1960-69 YI - 6,30 .lO.0938)1 9.80"*, 0.067 0.98

1970-79 yl - 7.13 10,17611 19.25*** 0.026 0.85

1980-88 Yi - 8.67 (0.122)1 12,90 *. 0.052 0.1\1

Overall (1960-88) YI = 6.32 (0.112)1 11.87 ~** 0,0195 ,0.7:1

IMPORT

1960-69 YI = 7.27 (0.0069)1 7.70*** O.1I05 lI,74

1970-79 yl = 7.26 (0.19611 21.62 ** lI,6!l 1I.!l4

1980-88 YI.= 8.33 (0.0911 9.53 .* 1I.lI;17 (1.111

Overall (1960-881 yl = 6.49 (0.1261 I 13.44*" 1I.1I:!:1 (U'I!

.*. Shows significanl al 1 percenl level of probability level.
' •• Shows signil1canl al 5 percenl level of probability level.

I
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Source: (i) Economic' SelVice, dovt.Of .India 1987-88. (jj) Book
"Indian Economy~'Mishraand pJri, 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 t
1984-85 and increased in 1985-86 over the period (
1984-85. The second important country was th
U.S.S.Rwho 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 against 1.60 percent in the base year (
1950-51 and 5.45 percent in 1960.61 respectivel)
During the period of 1950-51 and 1960-61, U.K.was il
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 U.K. declinel
continuously, the figure being 11.08 percent in 197C
71, 5.22 percent in 1984-85 and 4.88 percent in 1985-8E
There was no marked changes of the share 0

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 a
India's exports in the world exports was one percen
and above till 1966-67. It gradually declined and hal
never been able to pick up. Similarly India's share if
developing country's export was more or lesl
constant till 1966-67 and after that had rapidly declined
since .1963-64. This was contrary to the trend 0
percentage share of developing countl'ies in worl(
export which gradually decreased from 1960-61 t(
1972-73 and picked up to attain a new level in 1980-81

Imports

1139.70
1107.10
1135.60
1229.90
1349.00
1408.50
2078.40
2007.00
1908.60
1,582.10
1634.20
1824.50
1867.40
2956.40
4518.80
5264.78
5073.79
6020.23
6814.30
9142.58

12549.15
13607.56
14292.74
15762.95
17692.12
1974';,08
20200.65
22343.02
26760.41

(Crores)

E;cports

660.70
669.70
713.60
793.20
816.30
805.60

1156.60
1198.70
1357.90
1413.36
1535.16
1608.20
1970.80
2523.40
3330.60
4036.26
5142.25
5407.87
5726.30
6418.43

. 6710.70
'7805.90
8803.31
9872,10

li554.78
11012.00
12569.33
15719.36
18449.93

. Year

1960-61
1961-62
1962-63
1963-64
1964-65
1965-66
1966-67
1967-68
1968-69
1969-70
1970-71
1'971-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81
1981-82 .
1982-83
1983-84
1984-85
1985.86
1986-87
1987-88
1988-89

resistant plstics with good insulation
properties have m,ade progress and have
successfully replaged the use of mica in
electrical and electronic industries.

. I
Table 2

India's Exports land Imports
I

SI.No.

1.
2
3
4
5
6
7

~
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
.28
29

:;;.

I

Table 3
Composition of Indian Exports

51. Commoditiek 1960'61 1970-71 1975-76 1978.79 19'79-80 1984-85 1985.86
I

1.Jutemanufac-
tures I 212.9 190.4 248.3 166.9 336.1 341.3 269.6

2. Tea 194.7 148.3 236.8 340.5 367.8 766.7 611.9
.3. Cotton fabrics 90.6 75.3 158.7 224.3 287.4 450.5 371.6
4. Iron ore I 26.8 117.3 213.8 232.9 285.2 459.4 554.6
5. Leather and. 39.3 72.2 201.3 327.7 485.6 743.2 520.9

leather manufactures
6. Cashewcar~el 29.8 857.1 96.1 80.2 118.1 179.7 215.3
7. Tobacco 24.8
8. Engineering goods 13.4 130.4 .408.7 700.7 739.1 880.2 i60.3
9. Handicrafts Nil 69.9 224.1 956.7 832.5 1665.3 1850.1

.10. Cofee 11.4 25.1 66.5 144.00 163.3 210.2 235.6
11. Mica 16.0 15.6 14.6 18.9 20.6 19.6 20.9
12. Sugar 3.8 27.6 472.3 131.0 128.9 36.1 11.0
13. 'Raw cotton 13.7 14.0 39.2 16.0 75.1 59.7 65.8
14. Iron and Slf!el 8.7 67.2 68.2 118.0 32.7 75.7 48.1
15. Chen}ical a~d 5.4 29.4 84.4 148.1' 197.8 487.9 285.9

allied prodJcts
16. Fish an~ fist 7.3 30.5 126.6 226.3 253.4 381.4 388.6

preperatlon
17. Others 432.3 1278.3 1777.6 1981.3 4823.5 4655.1

Total I, 103!1.8 15:-15.2 4036.~ 5726.1 6418.4 11743.7 11012.0I

Source: Go"t of India. Economic SUlVey1971-72; 1!185-8t;and 1986-87.

VOJANA, January 1-15, 1990 \
(Contd. on page 31)
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Tax system of India

Dr. K. Sham 8hat

'.

Composition of tax r~venue
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 accounted for
Rs. 19,844 crores (Rs. 198, 440 million) out of Rsl.24,563
ctores (Rs245,630 million) in 1980-81 (Table J). This
level has ,been ID,aintained during the eight years of
study with little fluctuation. The tax stru~ture has
been dominated by indirect taxes. Out of the t9tal 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 tepees.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 8,7.1per
cent of the total tax revenue. This increase oC:3.6per
cent Le. from 83.5 per cent to 87.1 per cEmthasbeen
achieved with,a fluctuation during eight year period.

In this article the author attempts
an analysis of the composition of
various tal'es in total tal' revenue
and elasticity and buoyancy of the
tal' structure of the Government of
Indififor the period 1980-81to 1987-
88. Tal' 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 byel'panding
productive sectors of the economy,
the author feels.

THEAITAINMENTOF RAPIDeconomic development
is the most important objective of all developing Union excise duties is the major source I of tax
countries. To achieve economic development capital ' 'revenue for the government. Nearly 33 per cent Le.
accumulation is necessary. In this connection the R' 650 ' (R 65 '11') h b
basic question will be how to raise the required s'. 0 crores. s :000 ~I Ion ave een
f
. •. d I t'TI' t •. oontnbuted by umon excise duties alone to the totalmance Jor eve opmen. lere are wo sources lor a . h f
government to raise resources-internal and external ,...,taxre.ven~e m 1980:81. T o~gh th~ actual ~mount 0

. , ',' . contnbutlOn of umon excise duties has mcreased
sources: Although taxation may have a lar~e share m from Rs. 6500 crores (Rs. 65 000 million) in 1980-81to
promotmg a country's development, Its actual ",' ' .. . ' .
efficiency will depend on the choice of various types R:,. 16,~26 crores (Rs. 168, 260 ~t1hon) m 1987-88, Its
of taxes. The government should take into account share mtotal tax revenu~ d~chned to 29.7 per cent.
the legal system, political and social power and The share of c~st~m duties m the total tax r~venue
administrative ability before making its choice. ' has increased slg~lficantly from .17.2per cent lin1980-

81 to 22.7 percent 1111987-88.Durmgthesameyearthe
The economy of India has some unique features share of income and corporation tax in the t6tal tax

when compared to other countries ofthe world. Low revenue declined from 14.2 per cent to 11.3 per cent.
literacy rate i.e, 37 per cent according to 1981 census The share of sales tax in, the total tax 'revenue
and higher level of unemployment. characterise the remained around 20 per cent during the period of
peculiar feature of the economy. In terms of the ratio study. In absolute terms custom duties have inrlreased
of tax I"evenue to the state income, India is far behind from Rs. 3409 crores IRs. 34,090 million) to Rs. 12,867
other countries. For instance tax revenue forms about crores IRs. 128,670million), income from corporation
20 per cent of national income in India whereas in Tax increased from Rs. 2817crores (Rs. 28,170million)
other countries such as Australia, ,Belgium, to Rs. 6382 crores (Rs. 63,820 million) and s~les tax
Denmark. West Gel"manV, Sweden. the United increased from Rs 4018 crores (Rs. 40,180 million) in
Kingdom, the USA. the ta~ revenue ranges between 1980-81 to Rs. 11,908 crores (Rs. 119.080 million) in
25 per cent and 30 per cent of the national income. 1987-88. I
18 YOJANA,January l-U:;~ 1990
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Elasticity and buoyanc~ of tax system
Tax elasticity or built-in fle~ibility refers to the

coefficient obtainable by relating the changes in net'
tax yields with sf;ate or national .income. This
quantifies what wduld have hiappened to the tax
revenues 'had no tax law changes been attempted'<- over a time period. Tax buotancy. refers to the
coefficient obtainable by relating the changes in
historical tax receipts to chang~ .in national income
and it measures what has happened actually. The

~ former measure can, therefore, tieviewed as a partial
account oftax responsiveness t9 changes in national
income and the latter as an account of total
responsiveness. Sometimesthesb are also viewed as
indicator of static and dynamiclcharapteristicsof a
system. Tax elasticity or ~uilt-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 unadjustJd for any changes in
rates, bases, etc.

Estimated Equation for Tax Buoyance.
LogT = Log (-0:5981) + (0.9987) Log'Y

(-4. 165) * (3.5716)*

-represents 't' values.

responsiveness of the tax systemof 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 't'
statistics of buoyancy coefficient (8) implies that the
'B' is statistically .signifcant at fiveper cent level. The
model also emerged significant by assuming higher
value of 81. Le. around 79.4 per cent.

Estimated Equation for Tax Elasticity:
LogT= Log (-1.9709) + (1.2426) LogY

(-25.0751)* (12.8767)*

* represents 't' values
Elasticity and bUQyancyhave been estimated by"

using the follwing equation: The estimated tax elasticity coefficient (B)assumed
LogT = LogL+ BLogY a value 1.2426 units and emerged statistically

Whe'reT: Tax revenue signIficant at one per cent value. Its validity has been
Y: National income supported by higher 't' statistic value. The eal~ticity
L : Intercept or regression cohstant coefficient (B)implies that the net tax revenue i.e.
B : Regression coefficient. \ after deducting the discretionary chaitges it will
The regression coefficient 'B' will represent increase by 1.2426 units when there is a unit increase

elasticityoft ax structure ifthe taXrevenue is adjusted innatiohal income and also implies that the tax
for discretionary changes otherWise it will represent system is highly responSive to the national income.
tax buoyance. The data have )jeen obtained from Themodel estimated is capable of explaning variation
various issues of. Economic Suh-ey of India.. The in the t<$Xrevenue to an extent of 99.6 per cent with
model has been estimated by using ordinary least the help of national income. It is given by the
square method by assuming its t..sualassumption. explanatory power (R:1o) of the model and it is

I statistically significant at one per cent level. The
The estimated result shows t~at buoyance of the statistical significance has been confirmed bS'higher

tax structure of India. is ahout 0.9987 Le.. the,total 'F' statistic value.

. I Table I

So~rcea of revenue\' of Gove~nment of India During 1980-81 Through 1987-88

(Ra. In mlillonl

Items 1980-81 I 1981-l~2 1982-83 1983-84 1984,85 1985-86 1986-87 1987-88
!

Tax Revenue 98,440 241.430 272.420 315,250
lSO.81. 179.3) (76.11. 176.HI

Income&Corporat- - 28.170 34.450 37.540 41.920
lion tax 114.21 04.3) 113.8) 113.31
Customs 34.090 '43.000 51.190 55.830

117.2) (17.8) 118.8) 117.7)
Union excise duties 65.000 74.210 80.590 102.220 .

132.81 (30.7) (29.6) (32.41
Sales Tax 40.180 50,630 56.670 65.070

(20.21 . 121.0) (20.81 (lIO.6)
Others 31.000 . 39,130 46.430 50,lmi

"5.6) (16.2) -1171 U5.9) .
Non-tax Revenue 41,190 I 62.830 85.530 94.640

n9.2'. 120.7). 123.91. (23.1).

Tufal 245.630 1304.Z50 357.950 409.890

So 1.
urce: Government of India: Economic Survey 1987-88 PP. S-36-8. 37

I t* Percentage of tota! Aevenup- .
I I Percentage of tax mvenUI'.

VOJANA, January 1-15, 1990

318.130 432.670 495,220 565,660
(76). (76.2). (75.2). 175,8'.

44,840 53.750 60,940 63,820
U2.5) U2.41 (12.3) 111.3)
70,410 95.260 115.000 128,670
119.71 1221 (23.21 (22.7)
11.510 129,560 143,470 168.260
131.1) (29.9) (29) (29.71
73,260 87.420 100,400 119,080
(20.51 (20.21 120.31 120.1)
58.110 66.680 75.410 85.830
U6.2) 115.41 115.21 115.21

112,850 135,060 163,620 180.840
(24.01. (23.8). (24.81. IZ4.25).

470.980 567.730 658.440 746,500
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Tal,bleII

(Contd. from page 6)

Source: Government of India: Economic Survey 1987-88.
No. Parenthes's shows percent~ge of .total tax revenue.
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J~Duary 28'Special

will be devoted to population and Develop-
ment. The articles contr,lbuted &y eminent
authors belonging to economic, social and
educational spheres highlight the Ipopulation
problem and Its effect on 9verall development
of the country. . I

The YoJana.Speclal wKI combln~ Jan. 18-31
and Feb. 1-15, 1990 issues. '
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In the end. it might be concluded thatithe burden
of tax on corporate assessees in India is m~atively
higher as compared to the corresponding 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 companies. following
suggestions are put forward:

(i) The existing classification of domestic
companies into widely-held and closely-held
should be scrapped arid alii domestic
companies be subjected to a ~niform rate
schedule. i

(ii) The existing flat rate of tax should be replaced •...
by a graduated rate-schedule comprising 2()%
on income upto Rs. 1 lakh; 30'$ on income

. I .

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 10percentage points lower than the
highest rate of tax applicable to indiviuals.
This proposalis in consonanCe with the rate-
structure of individual and corporate
income-tax prevalent inritany other
countries :

(iii) Inter-corporate dividends shoul~quali.fy for
100per cent deduction u/s 80 ~ in order to
givea boostto the programme ofdiversification
and expansion of corporate entfties: 0 0 0

, [

mentioned in this context that inter-corporate
dividends are totally exempt from tax .ihcountries
. like Brazil, Canada, Ireland, Israel. M~laysia and
NewZealand. There exists, thus a plausible ground
for total exemption of inter-corporate ~ividt:nd in
India also. Tlie impending fear of concentration of ~
economic power in the hands of ~ig corpbrate giants
th~ou.ghinter-corpo.rate holdings is adequately dealt .)
.WIth10 the compames Act (1956),the MRTPAct(1969)-
and as such there is no further need for aI)yprovision
under the Income-tCiXAct designed to tax inter-
corporate earnings even at. a concess~o•.•alrate.

Conclusion
, '

1,104,840
1,284,570
1,413,310
1,661,400
1,830,510
2,054,360
2,290,350
2,553.740

Source: Government of India: Economic Survey 1987-88
- Provisional

In brief the economy of India is depending more on
its indirect taxes for revenue. The direct taxes are
contributing only around 13per cent to the total tax
revenue. 'Unionexcise duties iscontributing nearly 30
per cent ohhe total tax revenue of the government.
There are possibilities to increase the revenue by
increasing national income and by expanding
prodlletive sectors of the economy. DOD

TabieUI
National Income of India !During1980-81Tbrougb 1987-88

Direct and Indirect Tn Revenue of Government of
India During 1980-81 Thl'6ughI987-88.

dividend received by it from another domestic
company. However, during the assessment years
1976-77to 1984-85such dividend was fully deductible
from total income if it was received from a domestic
company engaged in the manufacture of certain high
priority itemse.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 1984with effect from the assessment
year 1985-86is' 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

198!l-81
1981-82-
1982-83-
19~-84-
1984-85-
1985-86-
1986-87-
1987-88-

----'----------------~Year National Income (Rs. million)

Year Direct ta}( Indirect ta}( Total

19~81 3,268 16,576 19,844
(16.5) (83.5)

. 1981-82 4,133 20,009 24,142
(17.1) (82.91

1982-83 4,492 22,750 27,242
(16.5) (83.5)

1983-84 4,907 30,484 31,525
(15.6) (84.41

1984-85 5;329 30,484 35,813
(14.9)' 185.11

1986-87 . 6,912 42,610 49,522
(14) (86)

1987-88 7,298 .42;268 56,566
(12.9) (87.1)
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Ven .Capital in India

form ofrlsk capital.IDBI has started its venture
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 C~pital
,Venture Capital is fundamentally the risk capital

needed byentrepreneurs. AVentureCapitalInstitution
joins the entrepreneur as a co-promoter in project
and shares thElrisk and rewards of the enterprise.
Usually the venture capital company contribute
equity in the projects. Generally the venture capital
can be classified into 4 categories:

Earliest attempt to establish venture capital
institutions for providing finance to. new ventures
involvingveryhigh degree ofrisks was made in U.S.A
when the' American Research and Development
Corporation (AR.OJ in Boston was incorporated in
1946.Another important Venture Capital Company
(in U.S.A),the Small Business Investment C()mpanies
(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 durin#(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 industnr by venture capital
companies in. U._S.A.and European Countries has
been estimated'by Venture Ec~momicsInstitutions.

21

For translating the business
idea into proposition.
For undertaking production.
For developing marketing
infrastructure and improving
competitiveness over ~e rivals
through extended distribution
chains.
For expans~on, diversification
etc.

Seed Capital

,Establishment
Capital

Start up capital
. Beginners Capital:

Dr. H. 8adbak

-.-.----.-. -1--.---. -'Venture capltal, anlmport~nt
instrun:zent.used in lindustril!li~ed.
countnes to encouragespeclallsts
and technocrats to s~t up high risk
industries IS of re4eni origin in
India Though there are 'many
pOtential innovatiye ~ntrepreneurs
in Inc;liansociety, l.ck of proper
support hindered 'their growtIL
Venture capital iftitiatiVesare
bound to remove theke bottlenecks
and help innovativb technocrats
entrepreneurs to dome up, . the
authorfieels. I

I .
'..

INDIAN ECONOMYHAS ALREADY'witnessed
emergence of several financal Institutions and a
.growingcapital market during the post independent
period. Latest anival in the s~ene is venture capital
institutions to cater to the oeed of ind$utrlal ventures
involving high riskS e.g.tecHnologytl~velopment.
The need for emergence of suth capital is primarily
due to lack of encouragement, of existing financial
institutions (Development Banks, Investment Banks
and other financial Instituti«i»ns)to finance such
enterprises which take longer Iperiod for realisation
of, commercial returns. The IneceSsitYof venture
capital' institutions was echoed by, the Finance
Minister in his Budget speech 1988-89.?Wehave one
of largest pools of scientific.and!TechnicalManpower
Yetmanyof ouryouog and ne"t entrepreneurs find it
difficult to raise equity capitall becal(se of the risk
involved. This problem can bb solved by allowing
venture capital companies, in ~nticiPfltionof future
capital gains". The emphasis bn venture capita! by
fiance minister acted as a boo~ter and many of fhe
institutions have started prov~ding venture capital
and manynew institutions in PUblicas well as private
sector have been establishetJ for' this .purpose.
However, IFCIhad already established RiskCapital
Foundation (RCF)in 1975to ptovide capital, in the

YCUANA,~.DD."Y I-Ill, Ii

Generated by PDFKit.NET Evaluation

Click here to unlock PDFKit.NET

http://www.tallcomponents.com/?id=activate&component=PDFKit.NET&edition=&version=2.0.20.0&server=ASHISHGUPTA&entry=not-found&calling=App_Web_vjvu6vpd.DLL&company=&product=&callingCompany=&callingProduct=&url=localhost%2fcmsintegrated&context=Web&proofs=0&ok=yes


According to this organisation the size of venture
capital in U.S.A.was $ 20 billion .in 1985, and $ 17
billion in Europe.

Growth of venture capital in U.S.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 sophis,ticated method is
used to select the projects. The venture capital
companies in U.S.A., U.K. 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 lridia, Fi~ancial Institutions-Development

Banks, Investment Banlks and other Financial
Institutions-are too muc~ risk conscious. They are
primarily interested if[' 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. Newunits supported byhigh-tech innovation
and promoted byfirst generation youngentrepreneurs
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&Defforts commercialised, I.F.C.1.
I.D.B.I.,I.C.I.C. and some other Institutions namely
S.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 RiskCapital Foundation
(RCF)-a subsidiary of IFCI.RCFwas established in
1975 to provide loans on soft terms to entre'preneurs,
particularly technologists and professionals who do
not have adeql,late resources of their own. R.C.F.has
.been converted into RCTC(RiskCapital&Technology
Finance Corporation Ltd,).in 1988 to provide risk/
venture capital. to technologists and professional
entrepreneur. The RCTe, in addition to providing
assistance in the form of risk capital is providing
finace for high tech projects 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 illl innovation and having
requisite technological and Managerial strength.
Finance will be provided for innovative technologies,
products, process, markets services research energy
conservation complex tflchnology development. fOl"
meeting expenditure of National/ International

22.

Consultants and for sponsoring commerica'l R&D
Programme.

Industrial Development Bank of India (IDBI)
established its venture Capital Fund in 1~86L87,with
the objectives to . .

a. Encouraging the commercial appli~atidn of
indegeneously developed technolorlgy.

b. Adopting imported technology to. wider
domestic applications &

c. All matters connected with or incidental to
the above.

IDBIventure capital scheme states "TheVCFwould
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 co1versthe
proposals for i
a Setting up Pilot plant based on laboratory

process. '
b Upscaling of Pilot to demonstratiol1 scale

capable of commercial operations.
c Technological innovation leading to quality

upgradation etc.
d Adoptations/Modification to imported

process.
e Cost of studies surveys etc.

IDBI pr~vides . assistance ranging Us. 5
lakhs to Rs. 250 lakhs at 6% during development
process/product is accepted in the market. IDBI
assistance is available for financing costl of fixed
assets as well as for operating expenditure. A
minimum contribution of 10% by the promoters for
venture costing Rs. 50 lakhs is requi~d. This
contribution increases to 15% for venture costing
more than 50 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-base technology develop-
ment oriented activities". The major functidn of IDICI
would be technology financing and technology
information. Technology financing will include
financing of commercial I{&D Scheme~ through
grants and conditionalloans1venture cap~talfinancing
and Technology upgradation financing. ICICI is
shortly launching first tranche of Rs.200million. The'
second Venture Capital Fund of Rs. 400million will
be launched in middle of 1989 which would invite
subscription from large number of financial
institutions and banks. ICICIhas completed a survey
to determine market' segments. Accordingly the
segments are: "mission areas of Government where
spin offtechnology from defence and space Research
Organisations could be commereialisedi process and
product develop in the Central Laboratory, tapping
the universities and technologicali~stitutions,
research and development by' various industry
associations and private initiatives by small units and
corporations etc.

YOJANA,January l-Ui, 1990
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entrepreneurs have brought so many revolutionary
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 entrepren~urs to
come. up.

However, venture capital needed a c,autious
approach particularly in respect of supporting the
technological projects. Our educational system very
often fails to. match laboratory research with
commerical application and many of the projects are.
not commercially viable. Therefore. a very high
standard is required to establish. mafntain 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 need to be
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 suiti
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
heen proved insecure for investors due to several
malpractices at various quarters would not be able to
render necessary support to rights of investors in new
and technology ventures. It is therefore necessary to
promote a second fire stock exchange (U.S.M. in U.K.
and a.T.e. in U.S.) to help venture companies to

1 offload their shares in assisted units, since these are
~ very high risk shares which cannot be traded, in
8 ordinary stock exchange.
7

10 Suitable measures should also be taken to give tax
7 . relief to Venture capital companies. This relief can be
7 extended to initial equity investment by them in

10 high technology industries and industries promoted
30 by first generation entrepeneurs, which are otherwise
~ high risk ventures. Moreover, suitable amendritent of
5 43 (A) of companies rule is necessary to remove

apprehension of promoters to declare their units as
public units. There are several other ~inor problems
which need to be attended for hea~th growth of
venture funds in India for not only heafthy growth of
capital market but also to extend nec~ssary support
to the growing technocrats/professional entrepreneurs
in India. [) 0 0 .

1
6
4

14
14
15
12
8

16
25
37
42
8

5
'4
5
9
8

It1
7
7

20
18
19
25
19

9
4

10
16
14
13
10
14
34
31
36
43
30

25.90
27.50
28.39
67.20
63.85
82.50
65.00
83.14

239.49
217.87
290.44
406.20
264.60

Sanction
Amount No. of No. of
(lis. lacs) Prom- Project

oters

1!176
1!177
1!178
1!179
1980
1981
1982
1983
1984
1985
1986
1987
1988

Year
Jan. -
Dec.

YO.JJ\NA, .January j:-i5, 1990.

11161.48 264 156 1322.48 \ 202 120

During the year' 1987-88, iDBI sanCtiOled Rs. 687
lakhs to 10 projects under Veniure Capi1tal Fllnd as
against Rs. 13.5 lakhs to one Project in 1986-87.The
IDICrs target for ventUl'e capital durin~ 1988-89 is
about Rs. 20 crores and about Rs. 100cro~es by 1989-
90. Venture investment by othel' Institutions is not
readily available. . . .\

Cautions reeded
Venture Capital initiatives are long awaited steps

in Indain Capital Market which would Iprovide
. much needed support to technocrat ente~reneurs.

This type of entrepreneurs who are called innovative

\
\
I

\
I

I.
I

\
Other important Institutiohs promoting Venture.

Funds are S.B.I. Capital Market (SBI Cap), which at
present finances through its bought out deals.
Grindlays Bank has launched its India Investment
Funds and Financing Project~ which need venture
Funds. Canara Bank is also dtablishing its venture
eapital fund. The first private ~ector venture capital
fund will have cr~dit capital ,*it.h 10 crore fund.

I

. 0rerational data
Ventu:'e Capital is a totally new initiative in India

and an the companies except R.C.t. are in the formative
yo.ung stage. Therefore, only l\imited information
alJout financing is available. It has been observed
from the available data that as on June'88. RCTC has
assisted 156 Projects involving 264 promoters,.
Cumulative sanction and disbursement of RCTC was
Rs. 1861.48 lakhs and 1322.48 lakhs respectively. An
important feature of RCTC assistlance is that about
70% of the RCTC assisted projetts are located in
notified backward/less developedtreas ..

A study conducted by RCTC shows that 57%
assistance (sanction) went to techno . at entrepreneurs,
55%promoters were technician erltrepreneurs, and
47%promoters were frofu service background:

. Table 1 \ .

. RI8k A8818tance pruvided by R,C,T.h. (1976-1988)

\
Am?::tt~r::fmen~o. of
(Rs. lacs)I Prom- Projects

\ oters
I

6.75 \21.55
16.7.5
49.39
52.20
76.85
66.35
59.74

102.39
173.50
2lrl.77
350.94
78.30
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VAT-How to Administer?

Dr. Kisbore C. Samal

THEVALUEADDEDTAX(VATjHASspread rapidly in
the last 25years. Some45 cou.ntriesmostly in Europe
and Latin America are nOW employing the
comprehesive. V A T (see Table-I). Mound 20
countrie~ mainly in Africa are using the. restricted
forIn ofv A T.

In 1967,the comprehensive VATfirst 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 FRGin 1968,and U.K.and Italyin 1973.

Though there is much talk about VAT and now
MODVAT in India, there is some confusion aboutthe
concept, more so due to different forms of VATin
practice' in different countries.

The va.lueaddedtax (VAT)is a tax on the value that
a business firm a.dds to the things it buys'from other
firms Inproducing its own product~The vATisadded
to the sales price. but is separately sta.ted except on
the final sale to the consumer. Each seller in the
chain collects the VATfrom the purchaser at the time
pf sale, deducts anyVATpaid byhim ouhis purchases'
from this amount and Temits the balance to the
Government. Thus, the burden of VATfalls on the
finaloonsumer.

. . .

Ih short. VATis imposed only on valued added-on
thEdncremerital vaiue added. VATcan be introduced
either as -asubstitute to the corporation income tax,
sales tax and excise duties or as supplement tothem.
Mainly there are three types of VAT,(i)GNPtype;.(ii)
Income type and (iiilCohsumption type.

. .
In India the concept of VAThas its origin first in

Kaldor Committee's recommendations, and then in
the Dutta Committee, Jha Committee,FICCI study
and Sarvane's study. In these.reports of the
committees and studies, the VATwas treated as a .
device.to neutralise the cascading .effectsofindirecl
taxes.

24

MODVAT
The idea of Modified Val~eAdded Tax (MODVAT)

scheme was first introduced in the Lo~g-term Fiscal
Policy (LTFP)document. The LTFP ihad stated to
extend the system ofproforma 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\,"A'1'in 1986-87
bqdget 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.1986-87budget the ~ODVAT scheme
. covered 37 specefied chapters of the Central Excise
TariffAct1985.In 1987-88budget it *as extended to a.1l
sectors except textiles, tobacco and petroleum.

Under the MODVATscheme, the proforma credit
given,covers only excise duty and additional duty of
custom. The scheme which has been in force from1st
March 1986 is not a new innovation. The MODVAT
scheme only extended the e~isting system of
proforma credit which was in for.cesince 1962tomost
oithe exciseable commodities. 1'heproforma credit.
scheme permits adjustments 'oficentralex.ciseduty
paid on .a material when tha~ material clndihe'
prodl}ctmade out of it.are both ~overed by'the same
tariff 'heading. Under the MobvAT scheme, this
benefit iswide~ as adjustment istprovidedeven when
the material and the1>roduct!, made out are not
covered. by the sam.e heading; .Under this scheme
manufacturers'. ar(t' allowed to get complete .re.:-
imbursement of excise duty p~ido[} the inputs.

MODVAThas been introdu~ed in Indiato reduce .
the cost of final product to benefit the consumer, but
the VA'f'has been neither introduced for this purpose
nor to add to a country's taXt~venue. Of-course, the

i
VOJANA,i January 1-15, 1990
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VATover the years, has become a major source oftax
revenue in some countries. .

The VAT.has mainly replaced other types of sales
tax supposed to have serious detects. The turn-over

•...tax levied as a percentage of sates is one of these
. defective taxes. ' ,

"-.. So,the VAThas replaced a general turn-over tax in
several countries including Brazil)But in developing
countries at an early stage of de;velopment where
most business activity is fragmeryted 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 ~ales tax and the
V.A.T. However, the V.A.T. has replaced a retail sales
tax in Sweden and Norway. It h~s 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 ofM~chiganin U.S.A.

I

The VAT. is more popular in most of the
developing countries due to their dis~atisfaction 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.A.T. is not suitable for all
developing coutries. It will be better to depend on a
simpler turn-over tax or a single-stage tax than on the
V.A.T. on the part of some developing countries
where there are (i) minor role of foreign trade, (ii)
importance of small-scale agriculture, (j~) fragementa-
tion of retail trade among very small sellers and
(iv)lack of knowledge of basic accoun~s and others.
. Though, there is wide international ~cceptance of
VA T. particularly in 'countries with I large. public
sector in need of a broad-based and bUQyantgeneral
sales tax, there is no VATin AustriaIia, Canada, Japan
and U.S.A. These industrialied c04ntries have
resisted the introduction ofthe V.A.T.due to various
reasons. These are: (i)regressivityofV.A.T, (ii)fear of
excessive growth of public sector'since W,0tferspolicy
makers a temptation to expand their influence, (iii)
satisfaction with the existing sales tax' s~ructure, (iv)
high administrative compliance cost. (v)its potential
inflationary effects, (vi) potential evasi~n through
false invoices, (vii)registration system (viii)political
considerations and others. \,

. . - . I

There is a controversial misconception ,thatVATis
expensive to administer since the admin,stration of
the VATrequires (i)comparativelylarge adminisitrative
staff, (ii) computerited systemand(i~i) greater
compliance cost for traders. The first requirement is
some what true. But the number of administrative
staff required for the VATadministration d~pends on
various factors such as (i)exemption turn-over limit,
(ii)exempted goods and services, (iii)the u~e of staff
transferred from work on taxes that have been
replaced, (iv)frequency of returns, (v)complexity of
the rates of the VATand others. I •

I
I

VOJANA, January I-IS, 1990 I
I

If there is the problem of complex administration
particularly in case of small firms, such frrms may be
exempted from the VAT,but the products in which
they deal should not be fully free from the VATat all
stages.Exemption 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 ?ascading tax.

Another device to simplify VATadministration is .
zero-rating by freeing certain goods from the VAT.
When zero rating is used, a trader is compensated for
any VATthat he pays on inputs 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
hickirigin other types of general sales tax. Thus,
theoretically evasion of the VATis notpossible sinc~
one trader's purchase is some other traders' sale.
However, like other taxes, the VATcan be evaded.
The forms of evasion of the VAT are : (i) non-
registration of traders who are liable to VAT, (ii)
exaggerated refund claims by inflating the clai'ms for
deductions of VATpaid 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 VATis 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 (XII)barter arrangements.

Like VAT,the MODVATintroduced in India puts
additional burden on tax department and producers
since it involves maintenance of tax records at e~ery
stage. After one year of operation of the MODVATin
India, some operational problems were realised. So
four important procedural changes were introduced
in 1987-88budget to simplify the operation 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 not 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 otller producers who use it for further processing.
as that transaction would not entitle them to take
their MODVATcredit.

But tax evasion is possible under the MODVATas in
the case of VAT.Abig manufacturer unit can inflate

25
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Table I ...showing a forged tax content which he Canclaim as
tax credit.

VATRates throughout the World

51. No. Country

1. 2.

.1. Argentina
.2. Austria
3. Belgium
4. Bolivia
5. Brazil
6. Canada*
7. Chile

: 8. ~Iombia
9. Costa Rica

10. Coted 'Ivoire
11. Denmark
12. Dominican Rep.
13. Ecuador
14. France
15. FRG
16. Greece
17. Guatemala
18. Haiti
19. HonduraS
20. Hungary
21. lceland*
22. Indonesia
~. Ireland
24. Israel
25. Italy
26. Japan *
27. Korea
28. Luxemoourg
29. Madagascar
30. Mexico
31. Morroco
32. Netherlands
33. Newzealand
34. Nicaragua
35. Niger
36. Norway
37. Panama
38. Peru
39\. Phillippines
40. Poland *
41. Portugal
'42. senegal
43. South Afric:a
44. . Spain
45. Sweden
46. Taiwan
47. Thailand*
48. Tunisia
49. Turkev
SO: Vnilell Kingdom
51. Vruguary

Year VAT Standard Rate of VAT
intra- At Intra- On
ducedl duction. January1,

proposed. 1988.

.3. 4. 5.

1975 16 18
1973 8 20:
1971 18 10
1973 10 10
1967 15 17

1975 20 16.
1975 10 10
1975 10 8
1960 8 I

25
1967 10 22
1983 6 6
1970 4 6
1968 13.6 18.6
1968 10 14
1987 18 18
1983 7 7
1982 7 10
1976 3 5
1988 25
1989 24
'1985 10 10
1972 16.37 25
1976 .8 15
1973 12 18

3
1977 10 10
1970 8 12
1969 12 15
1980 10 15
1986 19 19
1969 12 20
1986 10 10
1975 6 lO
1986 12 25
1~70 20 20
1977 5 5
1976 20 18
1988 10

1986 16 16
1961 20
1989
1986 12 12
1969 H.1 23.46
1986 5 5
1989
l!I88 17
1985 10 15
l!I73 10 15
1968 14 21

,
i

The evasion of VATor MODVAT may b,eminimized
if there is a strict enforcement system'with provision
of penalties and criminal prosecution fqr tax evader '"
And to minimize adminstration and compliance Gost \
the standard of tax administratlori should be
imporved. ~

There is also fear of potential infla~ion due to
introduction of the VAT. But. the effect of the -1
introduction of the VATon prices depends on whether
it is a new tax or whether it replaces aJ10thertax, and
on the stance of wage and monetary policies. After
examining the operation of VAT in 35countries; Alan
A. Tait identified seven countries where there was
acceleration in inflationwhen the VAT Wasintroduced.
So to him, the VAT is not generally iitflatiollary.

I

In India, the hope of the Gover?ment that the
MODV ATscheme will h~lp in reducing the consumer
prices of product covered by the s'cheme 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-offbeing 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 pro~ucts was being
increased in some cases to. maintain revenue
neutrality. Thus, in view of this, tile price:; have n'at
been reduced in case of products under the MODV AT
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 productioJ,l as lowered by the
MODVATand accept a reduction in the absolute size
ufthe profit from a given volume dfoutput, the prices
of final products covered unde the MODV ATmay fall.
But, in fact, the manufacturers! are not bound to
maintain the rate of proHt. To ~eep prices of final
products covered under thtl sche1mearound 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. ODD

Note: • Proposed or under discussion
** Rales are so-called slandard I'ales applied to goods and

services nol c:ovurt!llby other. especially high or low rates. Mosl
c:ountri.c.'1UStla Ztlro raltl for a few goods.

Source: IM F Survey Vol. 17. No. 21 p. 358

its sales trun-over to get an increased deduction
under the system. The seller may also falsify invoices
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Octrqi : Can we replace it
I

Sandhya Rani Panda

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
Enquirr Committee (1924),the Local Finance Enquiry
Comm~ttee (1949), Motor Vehicle Taxation Enquiry
Committee (1950)the Taxation Enquiry Commission
(1953),the Road Transport Reorganisation Committee
(1959),the Committee on Augmentation of Financial
Resources of Urban Local Bodies (1963)Rural-Urban
Relationship Committee (1968),Committee on Trans-
port Policy and co-ordination (1966), Zakaria
Commiuee (1965), Road Transport Taxation.
Committee (1967). .

.The property 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 t~es are mainly levied by the state government.

Next major source of revenue for the local bodies
is Octroi. Octroi is a tax 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 frorp various quarters, as
it has some harmful effects. Local bodies raise much
revenue OULo~octroi, but octroi has created many
administrative and other problems which affects a
large section of people and retard the growth oftrade
and commerce~ There has been a controversy on
introduction of some appropriate suitable alternatives
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.

I
Octroi. is the main !source of
revenue of urban lodal bodies.
What cim be the implicaltion of the
abolition of this on urban local
bodies ?What are the possible
alternatives ? These issues are
e}(.amined by the authci,r in this
article. I

I

FINANCIALPOWERSAREDISTRIBJrED in the Indian
Constitution between Union and St~te Governments.
At the same time, some financial po~ers are given to
urban local bodies by each State government. The
State and local governments usually provide a
number of ~ublic services fo~ \.public welfare
purposes to raise the standard of hvmg of the people
and for growth of the economy. \Public services
include basic health and education, €onstruction and
mainten.anc~ of local ~ad, the pr9Vision of water,
street. hghtmg, cleanmg and saJj1itation, public
markets and land development for business and
residential purposes. Public services! are provided in
accordance with the preferences ariId needs of the
citizens of the locality. Large sc~le revenue is
necessa~ for s~ooth and effective ~erformances of
the pubhc services by the local authorities which
include Municipalities, Municipal Cdrporations and
Notified Area Council. Financially I stronger local
government can improve the efficiency of local
authorities for the maintenance 6f the public
services. I.

I
. sources 1ofrevt:nue

The malO sources of revenue of the local bodies are
taxation, grant-in-aid from the State gdvernment and
shares of taxes levied and collectl by the State
government and non-tax revenue froId enterprises of
the local bodies. Taxes. mainly incl~de, taxes on
property; taxes on goods like Octroi I and terminal
taxes, personal taxes as taxes on profession and
business, terminal tax or passanger takes on vehicle
and a?imals etc. Among thes.e taxes, prpperty tax arid

. OctrOI are larger sources of revenue f@rmost of the
Urban local bodies. i
YOJANA,January 1-15, 1990 I
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The defects
committees are

Octroi
of octroi, according to these
(i) it is regressive in nature (ii) it

(Contc1. on page 34).
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Nehru as an educational thinker

Dr. Man Mohan Lal

.A

The author here presents a critical
appreciation of Pandit Jawaharlal
Nehru's idea.s about education
mostly contained in letters written
by him to his daughter-Indira
Priyadarshani. The wide range of
thoughts he offers on education the
vast e}{perience he reveals and the
concern he shows for modern-
knowledge convince us that Pandit
Ji was no less important an
educational 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 reIevent 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 question is -how far have we been
successful in realizing his dreams in the field of
education? TheI"ecan't be any political answer to this
question, nor should we bury our' heads in sand to
evade it. Hence a greater need to analyse his views on
education,

28

What Nehru meant b;y education
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 social 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 that he did
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 packground
of this training-the habits, ideals, ideas, objectives,
the internal harmony, the capacity (or co-operation,
the strength to be true to what one considers to be
r:ight, 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 meant to fit you for life, that is to say, not only in
your narrow spheres but you wiJ) have later on to
understand the big problems of life."

Values ill education
Of late a lot of fuss has been ~ade about value-

oriented education. However, only a vague idea is
conveyed through this phrase. It is i'nteresting to note
that Nehru was fairly free from doubts as to the 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 to a bookworm or an island by himself. The
greatest value one can expect from academic training
is the feeling of co-operation and equality. Nehru did
not like the idea of keeping his daughter in a separate
building at Shantiniketan "apart from the 'common
herd'and requiring all manner of special attention."
His advice to his daughter can be further generalised:
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concerned about the well being of the.nation. And tc
this cause he was fuJly dedicated. All sufferings anc
troubles he sustained for this very cause. Naturall)
his ideal of education is closely associated witll
nationalism. Nationalistic education, he thought
must come from the national genius. "

"...I do not mean the teaching of aggressive anc
blind natio •...:tlism. But I do feel that a person whc
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 il1
the absence of devotion to the nation. The immediatE:
and recognisable uRit of society is nation and
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! Sowe 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 circumstances' and 'the
stranglehold of economiC conditionsJ deny the
opportunity of education to vast masses of people. A
national awareness, as such, was necessary in order
to create a favourable atmosphere for proper
education.

"Our educational system, inspite of the ideals which
it may' profess, is itself an outconle of and a part ofthis
environment. It seeks sustenance from it and,
consciously or unconsciously, supports it. Yet ifthere
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 o( India's destiny. The academia including
students and teachers also have an important rather
seminal, 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. Th~ 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 froin
education. In hi~ age the profession of a lawyer was
very profitable. it was as coveted a career in those
times as medicine and engineering are today:

"But this is just a way tb 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 profes&ion as aims at exploiting 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. "I am", he
says, "rather partial to science as the modern wodd 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 iIi 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 so 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 ofthe 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 mQ(~ern educationist, Nehru did not
believe in' imposing ideals on the student. He has to
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decide for himself what his life-philosophy 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 ia new experiment'
which life is working out. When we force the student,
we check his growth. Once his daughter t:xpr~ssed
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 sa.me time he did not leave
other careers unsuggested and the choice was left/
open to her. I

Education fQrwomen
Nehru's views on women's education are reflected

specially in his letters to his daughter. Hewas directly
related to this problem. Though he never imposed 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 playa part in the
drawing room and' nowhereelse. Women had an
equal role to play in the making of the n~tion. He saw
women on par with men in every walk' of life:

, "Personally, if! had the chance Iwould like to have
my daughter work in a factory for a year, just as
any other worker, as a part of her educatlon."

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 Vic~orian moral of male superiority.
Though Carlyle and Ruskin had already raised their
voice against the secondary position of women in
society, I\ussell was bolder to argue in logical terms.
He was surprised to see even the most advanced
scientists propagate baseless and false proofs in
favour of man's superiority over momen: "Each ofthe
arguments in turn was proved to be falla,cious ...For
my part, I see no evidence of this." .

Classroom teaching
Again like Bertrand Russell Nehru did not see any

sense in compulsory classroom instruction. Russell
regards it unnecessary and time wasting:

"In the newer universities in this cO,untrythere is
a regrettable 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 lectur~s 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

I
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Towards secular education

Cambridge we attached little importance to the
univerSity lectures; as they are calle~. This really
applies to every subject-literature, politics,
economics."

significantly, no doubt, but increase in Im~ia's import
was faster than exports over the periods. More
attention is needed to increase the export earning in
. general and in particular earning through handicraft
by utilizin~ rural population .•••

pwfessors. They must learn to plue higher studies
. only with a slight hint from their trachers. Nehru was
well acquainted with the western style of higher
. education. He wanted his daught~r to follow 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 frilends.A professor is Nehru was deeply secular in his thoughts. He Was,
supposed to help his pupil. pu?ue higher studies worried about growing fanaticism and communal
without imposing his aWeful autlhority: lunacy specially among students. Education to him
_"Usually when one goes from sthool to college, the was' free from any race or community. Institutions
.actual cIasstime is reduced' anti more work has to run by religious sects were not so dangerous as the
be done by the student by hersJlf. Asone goes up in demogogues who wanted to make them centres of
the university more and more tork has to be done communal hatred and violence. He had, no doubt, a
privately with just an occasional tip from the special penchant for variety and was pleased to see
professor." l different cultures and philosophies thrive in the

fertile soil of India but he could never stoop to the
His daught~r's educ~tion at I anthi~iketan was communal narrowmindedness, nor 'was he ever

Nehru's tentatIve experIment. He was In favour of afraid of pointing out the evil.
informal education.' Pursuit of knowledge' and
culture under the able and b~nign guidance' of These views of Nehru on education, though
Gurudev was a. fantastic idea. HbwEwer casually he scattered and casual bear out at least one thing that
went on' giving.instructions to hiJ daughter as to the he was no less important an education thinker. His
ways and methods of study. He Jvarned her against importance as an educationist further gets streng-
too much importance of cIassrodm study: thened as he was a: successful man of action. Being

I the most popular leader of the Indian people he
' "Classes are really far less iIhportant than this expressed the representative views on education.

personal guidance from good p!:=o=fe=s=s::o::r::s_.•••I=u=d::e=e::d=.._a••t::.==c=h=e=r=is=h='e::d==b=y=_t_h=e=::w=h::"",0"LI_e=_n__••a::ti=o=n::.=o=_o••_••0::===_:. ='======-•••

(Cootd. from page 17) l
Conclusion

It may be concluded from the fo egoing study that
India's exports during 1960-61 to 1988-89 has increased

Table 4

DirecdoQ. of India's Bxports

(8s. Crores)
Sl. No. Cuntry 1950-51 . 1960-61° 1970-71 1984-85 1985-86
1 U,S.S.R 11 29 1210 1880 1937

(1.83) (4.52) (13.68) (16.00) (17.58)
2. U.S.A .116 103 207 1766 .1994

.(19.30) (16.04) (13.48) (15.04)
3 Japan 10 35 204 1029 1191

L166) (5.45) (13.30) (8.70) (10.82)
4. U.K 140 173 170 613 538

(23.30) (26.95) (11.08) (5.22) (4.88)
5 Iran 04 27 134 095

(0.62) (1.75). . (1.15) (0.87) ,
6 Wst Germany 20 32 488 507

(3.12) (2.12) (4.16) (4.60)
7 France 09 09 18 191 200

(1.50) (1.40) (1.17) (1.62) (1:82)
8. Others 315 269 667 5643 4550

(52.41) (41.90) (56.55) (481)51 (41.33)

Total 601 642 1535 11744 11012
(100.0) (100.0) (100.0) (100.0) (100.0)

• At pre-devaluationroleJ ' ,
Figures in parantheses i]1dicate percentage. .

Soruce:(i) For column (21Govt. of lri!lia, India-A reference annual 1982, Table 20.5, p. 349.•
(ii) For column 131Reserv Bank of India, Report on Clirrency and Finance-1972-73, statement 84, pp S-
132 and S-133, and 1
(iii) For others column, G ,vt . of India, Economic Survey, 1986-87, Table 6.8, pp S-64 and S-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 arid dt.~velopmentof rural
India. The increasedflowofmoney
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-
tnent. 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
announcetnent of the "Twenty Point Economic
Programme" on July 1,1975, that led to are-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-spqnsored,
regionally. based and rural oriented banks to be
known as Regional Rural Banks. They were set up
under the Regional Rupal Banks Ordinance 1975, later
replaced by Regional Rural Banks Act, 1976.

. Purpose of RRBs
According to the RRBsAcl, RRBSare set up mainly

"with a view to develop rural economy by providing

32

for the purpose of development of agriculture, trade,
commerce, industry and other productiVe 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, RRBswere meant to combine the, "local
feel and familiarity with several probletns 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 RRB 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~ow, RRBshave 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-I, gives a clear exposition
of the functioning of RRBs in India.

Branch ~xpanl"ijm~
After the establisnment of RRBs, Indian banking

witnessed 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. In 1975"
there were only 6 (six) RRBswith branch net work of .
only 17. But, by June 1988, the numberofRRBs roseto
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. . .

Districts covered
Each RRB operate within specified districts in a

state. Generally, the RRBfor its operation will have a
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\
compact area of one to five districts '(Vithhomogeniety in
agro-climatic conditions and rural clientele. Fmm
table-l-; it is seen that, during the time of inception,
RRBs covered only 12 districts iIi the country. But,
within a period of little more than one decade, RRBs
covered 365 districts in the countrjy. With this, 83 per
cent of total districts (440) in the tcountry have been

I covered by RRBs.

, Deposi mobilisation
Regional Rural Banks have con~ributed greately to

I the development of banking habit!>among the people
through extensive branch bankin~ and better service
to the customers. Table 1, shows that, the deposits of
RRBshave been increasing continhously. It increased
from Rs. 20 lakhs in 1975 to Rs. 2, 4~, 864lakhs by June
1988. The average deposits per 11RBhave increased
from RS.3.33 lakhs in 1975 to R . 1,253.01 lakhs by
June 1988. Similarly, the average I er branch deposits
also increased from Rs. 1.17 lakHs to RS.18.07 lakhs

" "Iduring the same period. All these show that, RRBs
have succeeded in mobilising th~ rural savings to a
great extent. i

Loans i and advances
Every RRBis au~horised to c:;J on and transact the

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)ofthe said Act ..
.Accordingly, RRBs grant loans and advances to
small and marginal farmers, agricultural 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. Similariy, the average outstanding
advance per RRBalso increased from Rs. 1.60 lakhs to
Rs. 1,239.10 lakhs by June 1988. The average advance
per branch increased from Rs. 0.851akhs 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-deposit ratio
Another impostant indicator for evaluating the

performance of commercial banks is credit-deposit
ratio. The Credit-deposit ratio ofRRBs 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 decl.ining trend,
comparing with the commercial ,",ank~, the pl'esent
credit-deposit ratio of RRBs is commendable. In

Table 1
Pro~sofre~onal~albanks

(Asat the end of June 1988)

. (Amount in lakhs of Rupees)

Average per RRB Averge per branch
Sr. At the end 01' No. of Districts 1No. of Deposits Outstanding G.D.liatio Deposits Outstanding Deposits Outstanding
No. RRBS covered B nches (Amount) Advances Advances ,Advances

(Amount) (Amount) (Amount) (Amount) (Amount)
1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12.

1. Dec. 75 6 12 17 20 10 50 3.33 1.60 1.17 0.58
2 .• Jun. 76 19 NA NA NA NA NA NA NA NA NA
3. Dec. 76 40 84 489 772 702 91 19.30 17.55 1.57 1.43
4. Jun. 77 48 99 767 1566 1958 125 32.62 40.79 2.04 2.55
5. Dec. 77 48 99 1187 3304 4235 128 68.83 88.22 2.78 3.56
6. June 78 48 99 1424 6597 6597 145 94.29 137.43 3.17 4.63
7. Dec. 78 51 102 1753 7411 12202 165 145.31 239.25 4.22 6.96

, 8. June. 79 56 107 1990 9825 17305 176 175.44 309.01 4.93 8.69
9. Dec. 79 60 111 2420 12322 16741 136 205.36 279.01 5.0!! 6.91
10. June. 80 73 130 2735 16367 18116 111 224.21 248.16 5.98 6.62
11. 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 6.68 7.99
13. Dec.81 107 182 4795 33600 40659 121 314.02 379.99 7.01 8.48
14. Jun.82 121 207 5393 38223 46259 121 315.89 382.31 7.09 8,58
15. Dec.82 124 214 6191 50226 57711 115 405.05 465.41 8.11 9.32
16. Jun.83 142 249 6812 53487 62370 117 376.67 339.23 7.85 9.16
17. Dec. 83 150 265 7795 67785 75084 111 415.19 500.56 8.70 9.63
18. Jun.84 162 286 8727 77434 85997 111 477.99 530.85 8.87 9.85
19. Dec.84 173 307 10245 95997 108077 113 554.88 624.72 9.37 10.55
20. Jun.85 183 ' 322 12139 105704 118835 113 577.60 649.35 8.71 9.97
21. Dec.85 188 333 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 104 883.98 920.02 13.36 13.90
24. Jun. 87 196 362 13076 190968 '193353 101 974.32 986.49 14.60 14.78
25. Dec. 87 196 363 @ 13353 230582 223226 97 1116.44 1138,90 17.27 16.12
26. Jun.88 13586

\

242864 99196 365 245591 1253.01 1239.10 18.01 17.87
= Consequent upon bifurcation of existIng district~.

Source: National Bank News Review, FJb. 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 RRBs, 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 51per cent of the
total demand. The st~te-wise position of overdues
indicates that the percentage of overdues to demand
was the highest in the state of Nagaland (78%),
followed byTripura (71%),West Bengal (61%),Orissa
(60%),Bihar (59%),Madhya Pradesh (51%)etc., ... and
the lowest was observed In the RRBs functioning in
Punjab. Thus, RRBsare no better than the commercial
banks in respect of overdues.

Conclusion
From the study, it is evident that, RRBshave kept up

the pace in branch exp-ansion 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 succe~ded in taking the banking services
to the doorsteps of rural masses to a great extent. 0 0 0

(Contd. from page 27)

breeds corruption and other malpractices (iii) .it
encourages tax evasion (iv) ii 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 aiternative to Octroi. The.
Odedra report/Report of the Octroi .Inquiry
Committee (1972) in Gujarat recommended turnover

. tax at differential rate to be collected at a single point
or 'at two points. The suggestion of the Municipal
Finance Enquiry Committee (197.5) of Karnataka is for
Municipal turnover tax. In May 1976Govt. of Madhya
Pradesh adopted entry tax and turnover tax to replace
Octroi' in the State.

It is found that some of the economists have argued
for.retention of octori. Their main argument is that
Octr6i 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 flexible and productive than other
kind of taxes of the local bodies. To them octroi only
can provide enough revenue to finance the different
kinds of public services. It is argued that though
octroi. is regressive, it is beneficial for all the

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 createdelay
in movement of vehicles, but there are other post like '
Police Post, forest department check post etc. WhiCh ..j.,....

are respon~ible for 70 per cent delays ..

.. To some others octroi is "obnoxious and vextious".
Others say it is not obnoxious, but administration of
Octroi is defective in nature. Introductitm 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 I alternatives
suggested and recommended by different committees,
commission and scholars are defective in nature <lnd
may not provide enough revenue to compensate the
loss of Odroi. Introduction of any kind of Sales Tax
has almost all the defects of indirect taxation as it
encourages tax evasion, breeds corruption and is
regreesive 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 aU.,rnatives
It may be difficult to find appropriate and suitable

alternatives to replace Octroi. Still we can think of
some sources of revenue which cal) 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. I
.property tax, user fees and development charges,
transfer of some state government taxes like
entertainment tax, -tax on ownership and use .of
vehicles and vehicle \'egistration tax to local'bodies.
Business property tax is more progressive than octroi.
and also can provide enough revenue to local bodies,.
User fees and development charges can provide
larger income with the growing urbanisation in
different urban areas. Imposition of mbtor vehicle
tax will be a profitable source of revenue for the.
urban local bodies as the rate of growth of number of
vehicles has been rising and it will be borne by tl:te
.richer seclion 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 ~s a suitable
source of revenue to replace octroi. 0q 0 .

YOJANA, January 1-15, 1990
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Betttrwater u~ilization
With the introduction of modern irrigation systems in the country,

farmer's particiPation has become a critical factor for optimum
utilisation of water. Efficient management or irrigation water for
maximising productivity requires proper application metbods. With
the addition to 111.5 million hectares of irrigation potential after the
Sixth Plan, agricultural productivity will depend largely on the proper
utilisation of thi~ created potential.

Aimed towardJ -achievement of this objective, the Command Area
Development PrJgramme was launched in 1974. At present it covers
131 major and mt;dium projects. Under this programme cODstruction
"offield channels) land levelling and warabandi have been taken up to
ensure timely an~adequate supply of water to farmers. Adaptive trial~
are "encouraged by the CADAauthorities to evolve suitable cropping
patterns and farfuing practices. Pilot projects have been initiated to
involve beneficia~ies irrigation water distribution below the minor or
outlet. It has bee~ estimated that there is an increase in production of

.crops such as pa~dy, jowar, wheat, ground nut and gram in certain
CADAprojects. l .

An irrigation m nagement and training project (IMT)has also been
taken up with USAIDto help train farmers and provide extension
services for bett~ water Utilisa.ti~n. Training is ~I.SoIJ.ro.vided by.the
Water and Land "'janagementlnstltutes (WALMI)In 11 States. Besides
these training Rrogrammes workshops and demonstrations are'
conducted at thJ project sites for direct transfer of technology to
farmers and al~o to provide feed-back to the irrigation pro-
fessionals.O 0 0 1_--.. _
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Improvement of quality standards is necessary both from the view
point of national consumers as well as from that of exports.

Externally the world economy is under-going a transformation
leading to greater inter-dependence amongst nations with increased
interchange of products and services. If we have to sustain a faster
rate of growth of our economy in solve the myriads ,.ofproblems'of
millions of our country-men) it is necessary that we have a greater i .
share fin this interchange and world trade. Exports, therefore, are I
crucial and for exports the most crucial attribute is quality. '

The GNPof the country had been rising at a satisfactory rate having "I
gone 1IIpfrom 3.5%in the first three decades of planning and well over .~.
5%" in the 80's witha 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.

Apart from large enterprises, 'small sc.ale and cottage indus-
tries ailso contribute significantly to the GNPand the concept oj',
quality assurance is even. weaker in these industries though no les,s
necessary. As the ultimate quality of products and 8ervi~es of larg~
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 sect.,r, it is equally necessary that the quality '•.

, consciousness seeped down to small scale and cottage industries
level also to the same extent to which J it should pervade the
industrial culture. of the larger enterprises.

Quality improvement holds the key both to th,e enrichment of our
vast human potential and improvement of their skills, as also to a
larger export effort, "withoug which we will not be able to progress as I
fast as we have to". DOD .' ,
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