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Though the need f o r  "planning from below!', an? the 

p b t e n t i a l i t i e s  o f  district d c v e l o p e n t  planning from t h i s  point 

of view, have been rcmgn.izec? f o r  a long t h e  the proqrzss  m ~ 3 c  

in th i s  d i r e c t i o n  so far has n o t  been very  s t r i k i n q ,  Some 

S t a t e s  - such as Maharashtra - have at tempted more i n  t\is a r f c  

of planning than  most o t h e r  S t a t e s ,  Yet  no s i g n i f i c a n t  ach i t  uc -. 

ments have been r epor tcd  i n  any of thcm, 

Thc cese for district development planninq i s  hotVc-~cr 

sti l l  a s t r o n g  one, h e  kirC of cc r l t r z l i zed  p!.ar.nfnrj India 1.a: 

had so far - with its r e l i a n c e  mainly on s e l e c t e d  p r o j e c t s  f o r  

bu i ld ing  up the overheads of developnent and on c e r t a i n  genzral 

policies and.measums for mobi l iz ing  and a l l o c a t i n g  ~ S O U ~ C C . ' ;  - 
1 has hcd l i t t l e  v i s i b l e  impact on v a s t  arcas o f  t h e  country . 

Experience upto  now also sugges t s  t h a t  inplancnta t ion  o f  lc?nc! 

reforms, c r e a t i o n  of more anploymcnt oppor%unities f o r  t h e  rwal  

under-employed thmuqh  progrmcs of  l and  devcloment  , consol i -  

da t ion  of holdings,  e r a d i c a t i o n  o f  i l l i t e r a c y ,  dcvelopment of 

mall and medium scale agro- indus t r ies ,  etc, a l l  r q u i r e  to  a 

''me almost e n t i r e  absence of proper  planning a t  t h e  S t a t e  
l e v e l  has imposed a grave handicap on d ~ c l o ~ n t  of Ind4.m 
r u r a l  economy and is  reflect-cd i n  the r e l a t i v e l y  slow a d  
patchy p m q r e s s  i n  a g r i c u l t u r e ,  rural indus t rv  and r e l a t e d  
f i e l d s ,  Problans  of planning i n  a g r i c u l t u r e  have been dls- 
cvssed by a number of o f f i c i a l  amnittees and there has been 
genera l  emphasis on the need f o r  r c l a t i n g  tiirgets and ?roo 
gramnes to  local circumstances,  This,  however, cannot bc 
done & h s  o r  piecemeal and con o n l y  fo l low appropr ia t e  
o rgan iza t ion  of State and District dcvelopment planning".  
DeR, Gadgi l ,  = S t r i c t  Xkvelotrment Planninq,Kale Mcmornl 
Lecture,  Cbkhale I n s t i t u t e  of Politics and Economics, 1966, 
p-13, 



considerable -tlegroe such develomcntal effort being planned 

and executed at the grass-root level, An e m h a t i o n  of t3e 

reasons for the  unimpressive record of d i s t r i c t  develcri-zent 

planning hitherto is therefore now both essential and urgeylt, 

The l a t e  Professor Gadgil 'had reviewed the  p s i t i o n  

f ive  years ago with particular reference t o  Maharashtra and 

identified sane of the limitations of d i s t r i c t  dwalopnent 

planning, 1 

"Ihe ac t iv i t i e s  of the  d i s t r i c t  developnent councils 
set up f m m  t h e  period of the Second Five YGC Plan 
were entirely of an ~ d ~ i t S 0 r y  nature, These C D U ~ C ~ ? S  
w e r e  composed mostly of local politicii!. leaders ~hr) 

had l i t t le  special knowledge c r  expertise. i n  any 
direction. The wuncils put together a sorzes of more 
o r  less popular danands regarding the construction of 
i rr igat ion wtxks, roads o r  the setting up of edu- 
cational institutions, hospitals, etc., Thesc had no 
relation t o  a strateqy of long-term planning or  t o  
any definition of priori t ies , ,  . ,The situation cnnt inues  
to be similar, a t  l eas t  i n  taharashtra, CVCiI after 
the establishment of Zil lar  Parishads. The preparation 
.gf the 4th Five Year Plan by Zilla Parishads was under- 
taken i n  mas2 SLLstricts on l i p ~ ~  which did not differ 
materially from the operations of the ear l ie r  d i s t r ic t  
development oouncils", 

N,,, ,though the work of planning by the 2 .P .s  was more 
elaborate, i n  the  sense that  more attention was paid 
oq preparation of plans a t  the block level and t o  the 
co-ordination of plan proposals by subjects, i t s  
essential character rmaincd unchanged, This was 
because the d i s t r i c t  plan w s  not looked upon as a 
r e a l i s t i c  document *ich w s  part of a long-term de- 
velopment plan framed by tho Ztlla Parishad and to  be 
implemented by it, It was, as  before, a set  of pro- ' 
posals sent up to  the 'State Government or mre correct- 
l y  to the Secretaries from which t h 2  Secretariat would 
put togztber the plan which the Z,P. would i n  due 
course havc t o  bplernent, 'I)lis \ n s  emphasized by the 
fact that  no realistic financial l i m i t  a s  to  the size 
of the plan t o  be prepared b-f Zilla Parishads was indi- 
cated to ther.1, In fact, they were enmuraged t o  pre- 
pare plans of a size very m x 3  larger than k?~e most 
optimistic estimate that  cculd be made of allomtion 
of resattrces t o  the d i s t r i c t " ,  



"Zflla Parisads i n  Maharacntra 2z-e endowed by legis-  
l a t i o n  with specific planning powers, However, the 
proper exercise of these pwers, has M n  hamper& by 
a nm&r of fczctors. me first is  finance, The fin- 
ancia l  resources avai lable  t o  t3e 2,P.s  are ~hie.f!>i 
i n  re la t ion  t o  t h e l r k q e c i f f  c admini s3xitive progmnmes 
or schemes hMch have heen t ransferred t.,o them, They 
hz9e almost no ~freecresources which they w u X  spend 
on their own, It has, in fact, been allegecl that  the 
budgetary and administrat ive control  of the secretari- 
at and the departments over the X,P.s ,  is -re strixp 
ent and harazzing than over the district aibninistrzt- 
ion. Therefore, while Z,P,s  i n  Maharasfitra have been 
able t o  spend more m o n e y  i n  a few spec i f i c  directfcns 
they have not been ir a posit ion to ,  and have r,ot 5ccn. 
encouraged to  apply their mind to  loca l  probl~ems of 
long-tern Cevelopnent planning", 

(i-r). "ThougX the Zilla Parisha& bt7e, been given pl.ann.ing 
o f f i c e r s  and .were asked t o  'prepare elaborate docments  
i n  r e l a t ion  to the 4th Flve Year Plans, t h e  s t a t e  
district plans were, i n  Eact, compiled i n  tae secre- 
tariat and t h i s  work was l i t t l e  affected by the 2.2, 
docur~ents., , . The departmental o f f i c e r s  , -. State end  
regio~al  - have usually considerable Bxpestise and 
have, i n  m y  cases, detailed knowledge of pa r t i cu la r  
localities V 3 ! R B 3 6 ~ & X ~ ~ ~ r  -. This expertise arld lmo~?92go are, ?~ow-c-- 8 

not u t i l i z e d  for  locz l  development planning kcL~- .se 015, 
a t  least, two ,factors. F i rs t ly ,  the standard dzparb 
m e n t a l  sckmcs thmselves  are t o  a large e x t e n t  d ~ r i v b d  
Erom'above i,e. from t h e  Planning ~ i s s i o n  an6 the 
Oentral Ministries, ahd khe s t a t e  technical  of Eicers 
have r a re ly  subjected. thcm t o  rigorous scrutiny i n  re- 
latioh 4x0~ particular regional conditions,....This a t t l -  
tude is reinforced by the fee l ing  of estrangement from 
t h e  *-strict $taf f created by- the establishment of 2,P.s  
and t'he transfer of the df ls t r ic t  staff t o  them. As the 
district staff is nb longer directly controlleb by the  
*ate &pwbnent, the hlgher ec\elons of o f f i c e r s  appear 
to have lost i n t e r e s t  i n  the wdrk of th i s  staff. This -  
has created a number of probllms in the fnmul.ation 
and hplementation o f  district devei0pnen.t:  plan^". 

(vInIt a s  expected that with the establishment. bf the 2 , ~ ; s  
the bllector of the d i s t r i c t  w i l l  lose  hJ-s importance. 
This has not  happeneb to any large extent, &befly bc- 
cause the sec re ta r i a t  arid the mtnis ters  cohtinue to  look 
upon the Qlkectar artd his aihninistrative staff as t h e i r  
own special agency.,. .Wtthin the off  ictal hierarchy 
itself one ves t ige  ofl colonial  a&iinistrntAon, vie,, 
IoA-So the successdr service of the I,C,S.,  exerts 
great in£ iuence, , , , , .(, Xn colonial  times, B r i t l s h  person- 
ne l  of t h e  hishest nofi-specialised service were na-y 



put, in control of the entire district administrat- 
ion, whhh in those days were .qmsemed chi@fly ~ L t h  
mllecting. revenue, and- ,6epirig, l&: an& ~~. Thp 
c e n t d l  dominant  pos i t t on  :of tdqnber's of tha'.non- 
'speciaxized seh5ce in, distric* adhipfstr$tiolrl conti- 
nues t o  :Wiis &a$ a ~ d  has Been'. camTed foj?,&kd to the 
Z,P, s vhich are patkemed ,.on the earlier diaZ-.rict 
administfat ion.  ConseqwnkLy', ; t he  Iunctf qnil~g of the 
Z.P. has come to d-epen?, greatly on'a ,singlo' I.A.S, 
O f f i c e r ,  , the  Chief O f f i c e r  of t'tie Z.P.. ,, The r-.>,btion- 
ship with the non-of £Aei'afpart ' of t M :  2.E. 'organiz- 
ation, on the - onie hand, and the' ef fectrive .opera+:ion 
and co-ordinat'ion a£ experks aid.* the 8epartnent~P 
officers on the other depend to a large ex&nt m. .!he 
efficiency and disposition of this non-xpert ~ F f i c e r " .  

(vi) Yhe approach through ,&rnpllati& of a Blan by refer- 
ence, to eeparake standardized departmental schmes has 
many other &LsaWahtages alsab, For.example, it leads 
to unnecessary .proIif eration of .staff aria its non- 
i r i tegrat ion an the field. TZlis is becacse the staEf 
prbposals are attakhed to each scheme and are consi- 
dered separately as for t A e  scheme and its duration, 
It alsg results %n t3ere being no coordination or. 
tqmchronization of.action among variovs departments 
or d$f ferent agencies in the same department. This is 
responsible for -the fmi&i$r pheamenan 03 a number of 
targets, especially,. related tg aqricubttite, Lcing 
achieved and yet there being.' & amralb fdbelur2- "La .t5e 
total develapnent prpgrame". 

These features  of district develophent . . pl&nnlng are 
traceable ' i n  part t o  the 'highly centralized &a, hierarchical 

that therq was no systematic , analysis of the precise xopc for 

"planning from be lowG or of ' the techniques t b  be adopted for 

the purpose - ana mnsecpentiJt no Erme of reference for 

introducing the necessary c$anges in organizational structure 

attempted i n  the following seczlon - of the evolution of the 

decade and a half and the$= .main feature'$ f.h d i f f e r a t  parts 

of the country. 



The notion of d i s t r i c t  developent planning, it may be 

recalled, is a by-prcduct of the  concq t  of Panchayati R a j ,  

which wes original ly advanced a s  a mans of dealirq w i t h  some 

of the problems noticed i n  the imnlementation of the Conml~~ity 

Developlrent Programme formulated i n  the First Five Year P lan ,  

A Stuw T k j m  hi&. was appointed t o  lock in to  these prob1err.s of 

implementation reported i n  1957 tha t  "as long a s  we do not d i s -  

cover o r  cren t o  a representative and derocrat: i c  i n s t  ltv.tion 

which w i l l  supply .t%e local in teres t ,  s u p e ~ f  s i o n  and care 

necessary t o  ensure tha t  expenditure of money upon local o 3 j ~ c t s  

conforms with thr3 nccds and wishcs of the local i tv ,  invest. it 

with adequate power and assian t o  it apnroyiatc financcc, we 

w i l l  never be nblc t o  evoke local i n t e r e s t  an4 cxci te  local hi-  

t i a t i v e  i n  the f i e l d  of developnent", The team therefore re- 

, m e n d e d  that ,  for t h i s  purpose, local self -gcvernmnt should 

be organized in  threc t i e r s  - vi l lage  panchcyats a t  the vil lnac 

level, panchayat sanitis a t  the tnluk or  block levci, a n d  z i l  la 

parishads a t  the d i s t r i c t  level .' This  reoomenda tion was acccpt- 

ed by the Pational Dcvclopment Cotzncil and a l l  t5c States in 1959. 

I n  the course of the subsequent 2ecade the idea gained 

gmund that  these ins t i tu t ions  of local  self-governmer;t shou1.8 be 

used f o r  not only irr:~lmcnting de.velopenta1 progrmes b~t f o r  

programne-planning as wcll and fo r  nobillzing loci1 rcsourc- -S  as 

w e l l .  ?his m s  expl ic i t ly  s ta ted  i n  the Draft Outline of the 

I ~ c p o r t  of the Tcm for  the Study nf Cdmmunitv Prc!ccts and - 
National Extension Scr'Vice, Val .I 

. 
- 



Pourth Pfve Y c a r  Plan w?lic'n recolnmeciied that "all 2c.v. , -, .mmt 

and welfare schemes capable of execution a t  the 3 is t r fz t  level 

should be transferred to zillci parishads W?IC should bc rcs- 

_ponsible for  both p rogrme  pl.anning and p q r m c  implmcnt- 

nt . ienW, and that  "appropriate schmcs of matching incentive 

grants already i n  vogue i n  same States should be intro0,rccC i n  

a l l  States so that  Panchayati institutions a t  a l l  leveis may 

exploit the i r  resources of taxation t o  the full"', 

It muld appear h o m e r  that, though the developnental 

purposes for  which these inst i tut ions of 10-1 govern~ent muld  

be used were stated in general terms, t h i s  was not acmmpa3ied 

by of fo r t s  to determine the appropriate allocation of Cu?t:ons 

and responsibili t ies at each level, the adninistrative machi;+ 

ery and the f i sca l  and other i n a t m e n t s  t o  be m ~ . d s  a-railable 

for  the purpose, and how precisely the development planning 

mrk  at the M s t r i c t  lcvel + a s  t o  be f i t t e d  into the planning 

at. the higher levels (more particularly a t  the .State let.-el?, 

me States =re lef t  free t o  w r k  out ind iv iha l ly  the Cetails 

of the system to  be se t  up accordfng t o  what they considere? 

appropriate to  their  particular conditions. The result  has been 

that  while most States  have now in form a three-tier structure 

of local government (as proposed i n  1957) there are h w r t a n t  

differences i n  the Eunczions, inst~uments and powers with whi& 

1 
k u r t h  Five year Plan : A I2rr.ft Outline, p.213. 



have been entmst t3d. l  It is also evic'ent t%t, thou,\ 

mobi l iza t ion  of local, reson rces and Frogrome  pta<ning 3ave 

been stated t o  be important  func t ions  of t h e  P a n c h a ~ n t i  R n j  

i n s t i t u t i o n s ,  t h e y  have n o t  by and large been qfvbr, t?x means 
# 

t o  carry Knem out: and t h a t ,  w i th in  t h e  frme.:w.-k erecte2, 

t h e y  are no more t3an  !.ocal h 4 i e s  t o  which the responsibi!,ity 

f o r  

the 

tktc 

expendi ture  for c e r t a i n  purposes h a s  hscn clcleqate6 I?, 

S t a t e  Governrner?k, 

The State-wise d i f5c rences  ?..re r e l x ~ t - i v ~ l y  mincr !r. 

case of v i l l a g e  panchayats: b u t  k h q  arc ve ry  RUT'I greater 

a t  the l e v e l  oE panc?ayt samitis znd z i l l a  p a r i ~ \ a d s , ~ l i :  3s-me 

p a r t i c u l a r  s i g n i f i c a n c e  vhen considered i n  the con tex t  o f  .3e 

planning  and deve1opmmta.l r e s p n s i b i l i t i e s  ~ d ~ f c h  they are 

supposed to' carry ov.?t. The main f e a t u r e s  which these fns t i tVt3on?  

of local governmer?t bsvc it.! a x n o n ,  and the L ~ p a r t a ~ t  rc,-?ccts 

There are differencc? a l s o  i n  t h e  mmposi t ion o f  these 
Psn&ayat i  Raj I r ~ s t i t u t i o n s  , Sroadly speaking, )10wvcr, 
"the v i l l a g e  plni:Fs-r;lt c o n s i s t  of r e p r e s c n t ~ I t i v e s  d i r c c k l y  
elected by the G r m  SaShas (cons i s t i i -g  qemrally of a l l  
t h o s e  i n  n v i l l a q e  - or g m u p  of villaacs - v k ~  are on - tke 
e l e c t o r s 1  ml ls )  .. m e  p?qc'?ayst s a n i t i s  arc c o n e r a l l y  
composed of r e p r a s c n t a t l v ~ s  o' v i l l z 3 c  pancha)r3'is, ins f  S- 
t u t i o n s  l i k e  co-c?r:erative societLcs, noxlnate*? r?mkrs l i k e  
M e m 3 e r s  of Lcgisls", Ave As~ur~b1ie.c:  zrcl K~mL.ers nf Far'. J 9-ns::t, 
and some represcntai-.ives 02 wmc:n, scheCdlc3. C - L S ~ T S  iinC 
scheduled t r i h  :.. Z i l l a  .?zwish?d~ arc i n  t h e  n a t u r e  o f  
federal 3 o d . j . a ~  m;~s?.-",lnq -as~z13.y of t h e  presidents of t h e  
panchay~it  s m t t i c  . qb,..rerr.rlcr t o f f i c i a l s . ,  representaLives of 
co-operat ive socic.t~-cs, : ::i.iec%i.c?C m s t o s ,  sc;7eduleC tribes , 
etc.  and persons co-.>ptet; fez thz?r .',nterest or expcriencc 
i n  the ficlcls 05 t!iiueatj.or,, c-.--.i'.xLn:..stratlon and r u r a l  G e r f ~ l m -  
ment: i n  on lv  a fcw S",te,: i . ~  z?w:e .wrovisicn f o r  3irect 
e l e c t i o n  of members t.o z i ; . i a  parishr.ds by all t hose  j.n ?he 
d i s t r i c t s  1 4 5 ~  havc the ri(jht of f raqchisc .  Cf."Pznch~!mti 
Raj - A General Review", igrerv~. Bmk of -- Incia i3ull?.?::j 3 ,  
December, 1967, 



. 4 1  

i n  irbich they. differ ns bctwo& tho var5ous ~ t a t e s ,  a'& briefly 

uted Ibelowr- 

(I) The village .pmchayat,s have been m-tmstcd r n a i ~ l y  with 
the proviaio17- a-d rnmagcmnt of c iv ic  ammities a ~ d  
ccrtc&n social welfare-activit ies;  ir, respect of 
developmental. a c t i v i t i e s  they gcr-crally .i'unctioii oll-ly 
as agefits of pw-chayat smi t i s  o r  z i l l a  parishads 
m d  do not  undertdce m y  op their own. 

(2) I n  the &&ority of states, %Acre i s  p r o v i s i o ~ .  'for 
compulSory levy of certair- t a m s  by the  village 
panchayats (e.g. house t ax ,  p ro fess im tax) but thcrc 
arc  scverd 2r- ~hrtch the pru'tchayats have the optior, 
whether or 'not t o  impose my t,u. A f e w  States (e.g, 
Madras) provide f o r  matching grm-ts %@-st their 
' co l lec t ions  from ce r t a in  t a e s  i n  order t o  give thcm 
fnce!~tivc fo r  tacatior- a t  higher ra tes ,  dbut several 
s t a t e s  have yet r,o such provision. 

3 .  The j b r i s d h t i o n  of  the  pamhcyat  smitis  is geficrdlly 
co-terminus with the development block i n  ttll States  
(cxc t in a few where they-are, orgadzed a t  t he  tnluk 
level "P . They are j l s o  the  nost  b p a r t d ~ t  exomtive 
agcncias ir- t h e  e n t i r e .  s t ruc ture  of Pan_chriyat.I. RElj - 
exc t in Maharashtra. - having mong 'other fmctior-s T oll he executive f m c t i o n s  of the Cornunity Devslop- 
mcnt Blocks. The po,n_ch;iyat smitis havc bcan giver, 
powers t o  misen t h e i r  OWE resources through t a x  m d  
no-$as revenues ( e  .g . , surcharge on land revenue, 
l o c a l  cess) , but  they have relied on tflm orrly t o  a 
1Snited extent. In general t h e  smitis  have acted 
chiefly a s  agents of the State Government a cchmael-. 
ing funds f o r  v p i o u s  dsvelopmcnt schemes cor,n-ected 
with comunity devclopmcnt pro 3 e c t  s or dep mded on 
other f o m s  of  f i n w c i a l  asslstw-cc from the  S ta te  
Government (c. g. g r m t s ,  share of land cess) f o r  
cwryirzg out  t h e  flu~c$ions a l l o t t e d  t o  than. 

Except in a few States, par t i cu la r ly  ~ a h a r a s h t r n ,  the  
zillrr parishads tire essefi t ial ly advisory bodies m-C . 
have ho executive rolc.  Thcir pain functi~n i n  d l  
thoso-cases i s  regmtlcd as t,kt of, C O - x d i k t i n g  the  
a c t i v i t i e s  ~f pakhayn t smitis a1211 of rcvS.cwir,g t h e i r  
work. Mw-y of th4m have accxdir,gl.y no power t o  levy 
taxes, c(?sE;C)S o r  .fees a i d  scnc of the::.?. have r-ot ever, 
my ~-doper:dent Punds rmch a s  grants, s~bsidies ok' a 
sham of spccifi,bd t , s s s  from the  Stotc ~ovcwmer-t. 
Atnow the *fc:w S-Lfctes which have mtrust-ed executive 
f 'unc t ib~s  to z5.LFo prciishnds, Moharashtra has gom 
farthest 5.a .tzz?l-:;ferrilig t o  than d.1 f u ~ c t i o n s  of the 
S t a t e  C-ovorrm!or..C c t t  t h ~  d i s t r i c t  l eve l  exccpt those 
. rc la t iug  t c  law,, oPder, ' jus t ice ,  Maticnal w d  State 
h i & w ~ s ,  rind wklege nnd univcr  sit^ educatior-. 



the devdl:~pe~tdl. and non-dovelcpmentnl ,&tlnys of &age \ panw' 

States. However, since thcse local 'bodios have had only l!mY;cd 
. . 

recourse t o  taxation on the i r  own, a @mcral idea of the s c Z c  c;" . . 

thcin .outlays can bc hsd froa! budgctsry data re la t ing  t o  1970-1.2'F 

Local. bodies include here ~ ~ - i c l p d - i t i c s  md c i t y  c o , ~  

porations; since a port  of the grants ar.d almost: tit1 tho l o s . ~ s .  

given' by State Govern-ments t o ,  local bodies arc to r f i u ~ i c i ~ a l i ~ i c s  a d  

city corporatior-s, m- a3lowmce of about Pls.30 crorcs shoul.3 per- 
* 

haps.be made. f o r  such trmsfuhrs. The tct3J. receipts of pntlchcyat,s, 

pmchayat samitis s md z i l l o  parishads frm Stat~,o ~ovcmhents 

may then be placsd a t  aromd Rsn.400 crorcs in 1970-1971. It; IT?-11 

.be noticed however t h a t  over 90 p e r  c a ~ t  of t h i s  mount i s  acco~?.?t- 

ad fo r  by those i n  a few States - Maharrsshtra,. T a m i l  Hcdu, Ar-d.hra , 

Px6u^~!h, U t tn r  Prado~h;  Bihar imd We& E m g a l  - 'm-d t h a t ,  cxccpt :n 

T a i l  Wodu (and i n  Aodhra ~ r a d & h  t o  a m r e  l imi ted  extcnt) , alirost 

the en t i re  transfer of f5nmcia3. resources from the State Govc,m~' 

m-d ziLla parishads GC g r c i ~ t s  f;om State Govemmts fo r  their 

developmental, activities makes :'It possible t.0 ir!l"cr, fwt@ thc' 
, .  

purposes fo r  which these g r m t s  m a  giver-, the m a i n  areas of 
, 

velopmcnt efitrustcd to t h a n  ( 3aa  able 2) . 



Table l r  Financ ia l  Transfers +r m State Govorr,n~~nt.. L2 , 
~ L P C F I ~  "Dodies d r -  (B .&I 

Bilda T s, fers. Giants  . Grants * f o r  d y e -  ?m- ' L ax z e n u e  - loomental develop- ' Jimoalls T o t a i  
'gurpos$s mental. (net ) , -- 

&xi,kmi- Pradesh 

Assam 
Bihar 
Gu jarat 
Xaryana 
Jammu & Kashrdir 
Kerala , 

Madhya ~ r a d e s h  
Maharashtra 
Mysore 
Orlssa - 
Punjab 
kajasthan 
Jhamil ~ a d u  
Uttar Pradesh 
West Bengal 
~ l i  states 

"Finances of State ~overnments'~ Reserve 3- 
=I Source*. 

, t ... of. India Bull.etiq, ~ u ~ u s i  l W O .  



. .   able 2: ~ e v e l o a k n t a l  ~ranks. to ,  Local ~ o d i o s '  accord in^ 
. t o  Purpose. 1970-71 IB .E * 1 ' 

. .. . , 

'Andhm ,Pradesh 50-8 
I 

kssam , 6  a . 6  
I 

Bihar 28.2 

Gujarat, 2L-8 

- 
~ a m i l  Nadu . , , 3't.O 

> .  

u t t a r  Pradesh, . $?!$,i 

We~t~Bengal . . ~2'. , 9' 
;. . . 
-? ,. . \ :fTl F,c,<?+!T;9;t a :.(.f!tqq" 

. ~11  S t a t e s  -- * *  +~$i.:% -. X?R . b e  &I &? "03 ?r --* &. A , ', %q,9d26i923 320'*-5' 
* *  - .& 



'It w i l l "  be 'seen that; educatj-on a c c o ~ ~ n t s  fox nedlyhhree-#'oarths 
I .  I 

of the developmental grants received; and tha t  agriculturk and 
1 .  

rura l  ,development secure less  than one-sixth of these grants, 
1 

o r  f a i r ly  neglible amounts, i n  a l l  S'tates except ' Gujarat, - 
. \ 

Mnharshtra and Andhra Prade sh,. 
\ 

Thus it is  evident ihkt (a)  excegt in a few States 'such 

a; ~ a h a ~ ~ ~ h t r a ,  GuJaraC, Ahdhra ~ r a d e s h  and T a m i l  Hadu.there 
\ 

has not  been the miniikum devolution of functions and powers 

necesgary f o r  any of the- Panchapti  ~a j\ inst i tut ions t o  be 
* "  , 

actively involved i n  the planning of developnental gc t iv i t i e s  
' I  

i t  ' tde i r  'respective levels; (b) even whereh suJl devolution has 

been effect&- t o  some degree they have- been entrusted mainly 

wi'th' the pro&lon and management of social services (more , 
I / 

p a r t i c k a r l y  eduaation and health) and civlc amenities; (e) in 
I 

only a very limited number of s t a t e s  are these institu.tions 

invo lvk  in developmental work relating. to  agriculture and, even 
. .  

' in  these cases, their role  geems to havd conceived of mainly 

as  intermediaries fbr channeling funds in suppart of scheme 

proposed and worked out a t  h2ghor lkveisi (6) they  are heavily 

dependant on f inancia1 ass istahce frdd the S t a t e  Governments.' , 

and, s i b e  such assistance i s  made availabJe i n  the 
1 

1 Not only 1s this true even 11 a ' ~ t s t e '  like Maharashtke bdt 
the role  of the Z i l l a  Psrishads + Pelat ion t o  agr icul tura l  
developn~mt a Nap8 $6 be Iww p t t k g  rOrthsr 4 W i r b U  $!a h %mpe*anes. eporting ofi tho rorkin~ of the. Zilla Parisbad 
in Poona it has p e n  brought at that: while agriculture 
accounted fo r  17 per cent of " f t s  expatibditbre i n  1966-67 it 
claimed only 2 per cent i n  169-70; and tha t  'there has , 
been also a sharp f a l l  i n  .thf State Chvexmentts f inancia l  
assistance t o  the Zil la  Parilhad for qp i cu l tu re ,  xiimql a 

' husbandry an3 c6mmunity devdopment . 3 f .  "Unactivate? Z i l l s  
Parishad I,, .&gsc and ' JP~l f t i ca i  #sp>g;T,\ Aaust 23,  2069, 



scope f o r  l o c a l  i n i t i a t i v e  is limited i n  pract ice  t o  minor 
matters such a s  the determination of the  locat ion of a par t i -  

cxlnr a c t i v i t y  o r  scheme ( the  nature and content of which woTld 
1 

have been already determined at higher l eve l s )  ; ~d (e) Cons"- 

n + i o ~ s  and quently, the decentral izat ion of governmental funl 

respons ib i l i t i es  associated.with z i l l a  parishads, pnchaynt 

samitis,  and v i l l age  panchayats has a t  best meant only .per t ia1  

association of l o c a l  repmsentat ives  with administration a t  

these lavels. i n  c e r t a i n  f i e l d s  and not the  s e t t i n g  up of a 

machinery f o r  planning from below, Indeed it would sppear tha t  

That t h i s  is  t r u e  not only i n  the case of Z i l l a  Parishads .in 

Maharashtr? (.as notec! by Professor  andm mil) but i n  other States  
as well  - lncludin:, those i n  whlch ~ancfiayat  Samitis have 
executive pcwers and are  the most i m ~ o r t a n t  alency i n  the 
Panchayati R a j  s t ruc ture  - w i l l  b2 evident from the following 
account r e l a t ing  t o  Andhra Pradesh: 
"In the Panchayati Raj set-up of Andhra Prndesk, the 
Samiti i s  the key un i t .  It is  t h i s  agency which plms 
and implements most of the devclopmmt progrmxe3.  h'aw-' 
ever, i n  most cases,  t h e  areas f o r  which Pxxhayat i  paj . 
bodies should plan a rc  .determined by the Sta te  Covcrnmmt. 
The Samiti is concarned with l o c a l  pl-mnin,~,  E.J~ ewn  
within.  loca l  planning, the  p r i o r i t i e s  f o r  developrant 
programmes schemes and the pa t te rn  of each scheze 
arc.workod out i n  d e t a i l  a t  the S ta te  level .  Tk? Samiti 
i s  concerned only with taking decisions regarding the 
se lec t ion  of locat ions  and benefic iar ies .  The ?achaya t  
S m i t i  functions primarily a s  an al locat ing or d i s " ~ ~ i b u t i n g  
agency; deciding whore a primary schcol or a primary 
heal th  centre  should be 'located, or  who should get  a 
taccavi loah, while the number of schools and heal th  
centres,  the de ta i l3  of staff,  cquipmont, buil$ings f o r  
thaso and the amount of taccavi '  loans t o  be sanctioned 
a t  these leve ls ,  aro docided a t  che fitat,e l eve l .  The 
Yanchayat Samitis are  entrusted with t h i s  decision- making, 
power bccauso their knoK.w,lge of Iocz i  conditions. and 
needs is  r e a t e r  than that of a Stato authori tyn.  3 G.  R a n  Re dy, "Some Asgscts of D~cision-Making i n  
Panchczyati R a j t t ,  Eco~omic and Politicral,tJceklv, Oc-hber 10, 
1970. 



, . 
If instituti& of local .government i . .~ '  to ' s + k e  . . 

of :-local government j and to .what extent 'autwmy .and f l'exibtiitj 

at these 'different levels 'o? decisl&n-making and .execution can ' 

organ'izatibn for l a m i n g  with tho d i s t r - t  ction, . * of functipns . 

, 

*- .W $he general quesc;lon 05 the d i v i s i c  2 of~.'developmoiltaL 

~ r o f e s s o i  Gadgil had Gedmad 8 guiding p?im*19 irmd -he a t h a l .  



operation of th'e planning process* as ha saw it ih 1960: 

?'The fields af a c t b n  of the Cmtre and the States  are, 
t o  a Urge extent, distinct, Tho Centre builds u p  an8 
mainta3ns the o v e ~ a l l  inshrumanta$lties of nation21 
economic life such as the c r e d i t  and the rnoneta~y system, 
the railways and ports, It also acts in relat ion to 5he 
baslc requirsments of long-term plan af industrialfzation, 
with emphasis on large industry exploitation of . 
mineral resotzrces. The States are concerned, on the 
other hand with acting on tha t o t a l  life of a l l  the 
peo le in {heir charge and on a l l  ths diff~sod dispersed . 
m a  5 -scale ynits and activities. The Centre 1s concerned 
with the most genesaXtsed features of the national frame 
and with highly conoentrate& action at a few stratagic 
points; the States m i s t  affect a l l  areas and locali t ies ,  
a l l  the relevant f i e l d s  and a l l  unita. The Centra i s  
concerned w3th the: strateg of *he long-term 3.m an6 
w i t h  initiating the .  crucial  movements; the ~ t g t c s  have 
t o  engage themse W e s  i n  transmitt l ng  the ,forces impelling 
.ecoaornic development to all areas and units, ad with 
concretizihg for the individual mits the fruits of 
development. The genoral,ised ob3ectives of a State Plan ' 

are, therofore making possible init iat i* and emouraging 
economic dovslapment in a11 ac t iv i t i es  and sectors, and 
areas aYrd loca l i t i e s ,  end protecting the standard of 
l iving arid improving and ameliorating the situation, 
.social and economic, of all .individuals within t h e n  
tsrrltories ." 

Later, when district authorities with specific planing 

modified this  foqmlation by add&g tha t  "the objectives and 

f leldsv of State Planning activity as described in the ext'ract 

quoted ,&bove m a y  be taken generally to apply- $0 the ~ x l s t i n g  
2' 

situatim relation to District Development Planning". But 

t h i s  left very +ague the bas5s on whinh responsibilities and 

pmers were t o  be dtstributcd between the ~ t k t 6  Governwants 

an8 the new authorities cmsti tuted at the District Level. ' 

1, 3D ,R. Gadgil, Planninf:. an$ Economics PolicvJn India (3rd 
edi t ion,  1%5), pp.237-30. 

2,. . Distr ict  Develo~ment: Pllwninn. D .4. 



It is imparfxnt t o  recognize that i n  a, country of India's 

s ize  and ditrers~ty there are inevj.tah3.y w5Ae r7ifferehces from , 

region t o  region in resource endo&nts,- i n  the extent.  t o  which 

the social and economic overheads necessary f o r  ' further 

development have 'already been bu i l t  up, in  the degree af 

commercialization,' i n  consumption levels ,  i n  the nature and 

magriitude of unemoloyment, e tc .  Tha 10ng-m plannlng s t i a t egy  
\ 

adopied a t  t h e  national level  has therefore .to .be i t s e l f  b d t  

on a detailed assessment of the developmental needs and pten- 

t i a l l t i e s  i n  different,  +parts of tbe country taking a l l  these 

fac tors  in to  account . This makes it imperat l ;s 'to attach a 
I 

very v i t a l  role  C.0 planning a t  the State le7:el: The t e r r i t o ry  

of a s t a t e  i s  ol course not necessarily - or e v a  usually - 
. co-terminus . w i t h .  c region defined as an area w l  <h common , 

economic or  gec-physical character is t ics .  S*lt, s i n c e , i t  repre- 
I 

sents an area of sclministrative authority that might either be 

part .  of a l a r g e r  region or has within it several region$ 

(defined as abover it i s  only throagh the d i rec t  involvement 

of States  that the problems specific t o  various regfons can be 

introduced i n t o  the planning framework and Suitable solutions 

found for' them. 

~ & e  of the most serious def icienctes ~f plamifig v g J  

bean .nevertheless at t h i s  level; In ~ O S O  St.. x e ,  planning has . 

so far amounted :,{I l i t t l e  moFe than putting tore ther  schems 

Z ormulated by t l !  3 different Dcrpartments of a S-c&+e ~ o v ~ ~ i ; 2 n t  

on the bas'is of blrectives red.eved Fron the ;.ff.nistrle,s at f$he 

Centre or  from t 1 d  Planning Col~k3sion. E v t l  'where some kind,\ 

of a lmg;term development f i rogrm~e  h.3~ beerl: y fra&d very litt le 



work has b3en dog0 by way of x l x t l n g  the  proposals  to t b e  

s p s c ~ f i c  p+obloms f a c i n g  the  S t - t c .  I n  ::act thase  nf fc . r  ;s haw 

been m u a l l y  xore 5 3  thc ncz tu r~  of a pukl ic  relatLions a c t i v i t y  

t o  support  genoral  demands f o r  more f i n a n c i a l  a s s i s t anca  from 

t h ~  C e n t r a l  G o v o r t l ~ m t  r?.ttiar t h x ?  Serious ex6rciscs u?Certa'tten 

to. f omulrr te  concre t o  and m a n i n g f u l  programne s of developmor-t 

s u i t e d  t o  2hc resource endwr.o~ts  t36 roqclror?.:rts of thi? ~LA::?S 

conco rned . 
This  coulci perhaps t o  bc a t t r i b u t e d  i n  p a r t  to ir.~.daqlmto 

recogni5ion x t  the Stn% lev21  of the  Im?ortmce of such long-  

tern planning and a l s ~ ,  lr? soae caszs, Sy t i 2  nor . -avai lab i l i ty  

of p e r s o m e 1  wit3 c?c',cqu.atc t e c h r i e a l  exper';isc. Rut tho main 

reason c < m  bo traced to ';?I:! t a c W i q u . 2 ~  of p l m  f o r m l a t j e n  ar.a 

l m p l ~ . e r . t a t i o n  relicd xpcn by ';kc ? l a m k g  Cornnis::j.or. i t s e l f  

m d  pore particularly. t o  tho  financfnl a r rangeren t s  on :v:'n!ch 

they have r e s tod .  They hnvo l e f t  l i t t 3 3  sc:)pe f o r  , flexiSLlit:. 

or  i n i t i a t i v e  a t  tho  Stato love: (cxcopt  through e x e r c i s e  of 

p o l i t i c a l  p r o s s w e  on t h e  Can t r z  vherw.? r  ~ossibla) 

The main f'eotures of the  methodology ,of planning, adoptod 

hitharto, r e l e v a n t  f r o n  tki.3 po in t  of v i m  ar3 tho  follcuir.~: 



$-b) While the cons t l t u t i k n  -provide'd f o r  rdview of' Centre- 
State financial arrangements a t  f-ive-year intervals 
by ,Fknance Commissions appointed for the pUrpOS8, 
the soope of these reviem has been l i ~ ~ i t s &  in 
practice t o  the. revenues of State Gavernmen'ts in, , , 
~ e l a t i o r i  to Womhnittedu ex enditup of a recurxihe; E nature and keepfng out of. he icture the a d d i t i ~ n a l  
resauSce requirements for the gevelopment $rogrammes 
.initiated in each Plan period. The ways and means . 
of nleeting these latter requirements, and the relatkd.  

o l i c  decisions havb been left to be determined - 
farg& by the piarming Commission and the Ministrp 
'-of Fiqance- at the C e n t ~ e  in' consulation with other 
concerned Ministries. I This has resultGd in most of 
in support of successive Plans getting died t o  
partimilar schemes t o  which the  P lam:ng  C)Qmis~i-on 
and/or ths Yhnls tries. of the Cbntral Gclvernment 

I a t tached Importance ,l 

(c-) 4 high p r o p o r t i ~ n  ,of the f inancial  assistance from. 
the Centre to the S t a t e s  ;Ln support 6'' t h e i r  develop- 

ymmes has taken the vform 01' loans .# CanseL 
quent y the total de.bt of the, State Governments to' ! .  . Inent Y O g r c  
the ~entre i s  now about three times zs high as.,thetlt 
t o t a l  ann~al t a x  revenue (including their statu%ory, share . I 

* of Centrally-levied taxes) ; mom over, the amount , . 
payable by -;hem annually to 1 the Centre by way of' .. 
interest  on these 10- and: repayments of the ' p H m i g a l  

I 

---m-----vd*-------------A--------"--"----------------------- 

1, 19 .; . . .it is the Central Government that throught of ' having 
a Plan to be put  across t o  State ,Governnents, of inducing 
them- to undertake activities according t o  a plan 'an6 
pp io r l t  ies . .Because the Cantral Government did this and 
because addi t iona l  *activities mqu.ired additional. finances, 
one of :tXe e a s l e s t  ways the Central Government thought ' 
of for inducing the Sta tes  to faLl in l ine  ,with t he i r  , 
'plans or ,implement t h e i r  plans was to attract them'with 
flnancial ac . ' ; i~tance. So the offer  of financial assistance 
from the Centre to the- S t a t e s  fox irnplamC,'1tihg planned 
devel'bpment b~cause an extremely impor%a-~ 5 matter, r i g h t  
from the beg:'.nnirig of the fpdiaxl plannms process. The! 
actual adQt(st~,ient and administration. of t h c t  mnowrt was 
r e l a t ed  to psrtiCular schexes; .90 t h a t  it :*as so nich 
assis tanca 2, ven \by the Centre ge ' arately " o r  individual 
schemes. Each Union Mlnis,try &sfred t o  .mnme that 
part icular  scmmes were ,implemented .I t  Extract fxom a 
speech delivsred by Profess~r D.R+G&d il at: the Gokhale 
Institute cf Public Affatrs ln June ?, d 70 (reproduced as 
an article on t'Centre-State F!Lnancesqv in.'The' Hindy, 
A p t 1  5, 197i.. ) 



Loans fron Centre to States . 75 288 452 908 8&? 

Interest phymcnts on loillzs 
fron Centre t o  States - 

yet  receipts of Stat.tos - frm , . 

oatl 't.rmsactions w ~ t h  the 
Gentre . 32. 185 - 258 - 330 ..d 

'(d) Tho proportion cf g ran t s  and loms in the financial. 
assistmce giva? by the  Central t o  the  State  Govcri1- 
~~tu i l tv  f ~ n a  rrab -boon b a e d  on their relative nccds or  
ability. t o  repay; ir-deed, as tho system o-aerjtod, 
t h c  burden of indebtedr-oss *pears t o  havk been 
greater on the less developed State's with mom 
l fmi tcd  rosourccs. 

It.. . . there 'was no coriaeliition ostaUishcd betwoen 
grants and the..necd. for them.. .the system worked 
exact,ly thd  otJxr  wny rowd. What you did yiis 
to gfva a whole set of choi,ccs to State G O V C ~ -  
~ I I ~ S .  with i~11 k i ~ l d ~  OT S C ~ C ~ C S ,  wtth varyLng ' 

pmportions of grmts and loms ib;thched. That 
mcmt . that thc' Statc Gbvermc~t  which had 
rna.noeuvrabilitg.- Jmc.ausc it had ' i t s  o m  rcsourc6s 
.could pick md choose." It was able Lo .cho~se, 
for ge t t ing  C c n t ~ a l  assistame, the most favourable 
schcmcs r . the  schcms whhh hsd more g r m t s  
at tachcd ' to thcm on'd smaller low- ~ r o p o z t i c ~ s  
attached. ,017- the other hhd, States wLich were 
backward m-d with few resourccs had to finmco. 
crlnost cXL t t ~ i ' r  plms through Ccntrd. assistw-CC. . 
This mcant .:;!22t, t;c got ~ r n r y b ~ g  avercges of .gr;ats 
and loans, t$e  dif f o r a x e  bctvsm S t a t e s  beifig 
quite, lazgc.' 2-t wot.lL ?.a hs largo as. 40 per cent 
or more U? .SIC case of L! developed .Sts-f;c which 
bad rcsource:s: it wcmld 'get 40 per cent as grmts. 
011 the. other hrd~d ar? ur-Cc~dcvclopod Stat.c, which 
had 120 rssourccs, co r ld  g e t  only l2 pcr c a ~ t  as 
grants, .though the  average was about .22 pcr centM,. 



(e) Though tho system of tying Central c s s i  ,-,rice t o  
particulars schmes has bccn chrngc81 sLm 9 1968, nnd 
assistance t o  Statas i s  EOW givec ir, -;A . fo-m of a 
Block Award wtth g r m t s  fixcd as c? qpcc ;fit per- 
centage cf the to t a l ,  there .has bee? r?c . mricw (or 
evm re- jc3cduling) of the dcbts ~ C C U G I I ~ - -  5cd cc-rlicr 
md the lorn cornpom-n-t of Cmtral awi.5 ..LICCJ sti2.I. 
remins  icf;k at 7Q per cer-t of the  sot; ... amount 
given t c ~  cnch State. The burden of dct- s c r ~ i c ~ g  
ob1igtit: :vs co~tir-uas t o  be hccvy fc2 t , d s  reasor-, 

th j  s . .cts as a dctcrrcot t o  the S t a t e s  mobilizing 
additio:!~:.. resources for dcvclopm~ni. To t h i s  
probl8m also attention has becn draw IY Profossos 
Gadgi l t  

"A nmter 02 States which wcrd i n  -4c red,' t o l d  
us2 'You expect us t o  tax. ar-d rais . new rcsourccs 
fo r  financing tho  1 .  I f  thcsc I, lsourcds arc e t o  be used for' mco ing old defici3-  ..,here i s  fio 
way' in which w e  can persuade our Legislatures. 
We must bc aljlc. t o  say tha t  wc w i l l  Levy these 
trutcs so that wo cm- with these frcsh.rcccipts, 
add t o  thc Plan sizci". 

Carrtrary to the gtlneral I n p m s s i o ~ l ' t h ~  tax.  revenue of 

. tho State Governnents, oxcludiog their s5~tutoy share of 

Central tats, ..ms grown over the ' l a s t  t w g  d ~ :  .los at about tho 

same rate as. l ' . o  gross tax revenue of tho C a t :  al ~overrmotlt? 

C- 

expenditure, .:uc.n 8s on c i v i l  admbistrct?", been cor.spicuously 

Tax rcvenue(prior t o  s%nt\l- 
tory transfers of divisl.blo 
taxes bctwecn centre t f i ~  



If nevbrtheless the fomer, have 'shorn la rge  deficits 

1 

t o  covcr thorn through . . k i z c a b l e . 8 t ~ t u t o i y  

been ~ a i n l y  OR. &count of growth iu r o c u r r i ~ g  arpcnditun2 mdcr 
I 

daveiLopn~ntd. heads sa0h 2s education, hc a l th  , agx'i culturC, 

co-oporation, and ru ra l  dcvoloprnent (apart frm tho &creosb 

i n  .tnterest payncr-ts ..OE t h e i r  rapidly e x p m d i ~ g  d,ebt) , Tho 

total cxpandlituro of the Sta tc  Govcr~herts udcr theso'dcvclop- 

mcrrtal. habds has risqr, from Rs.116 Crorps in p51-52 t o  &.I223 - .  
crdrcs -in E73-71; a-&, if the grants giver, by thom t o  L o ~ a l  

bodies for thcsc purposes is a l so  includcd, , thc totdl outlay 

ini 1970-71 wduld exceed Ib.1500 croros. 

Tho additicrral f5im~ccs made qvailable $0 state  Govcxn- 

mcnts through 'more statutory' p m t s  m d  trctlisfers. of - tax  

revewe from the-Centre have been ifi thc natur'e of r c ~ r o s p e c t i v e  
I 

adjustments oftcr the scriousncss of the iq  budgetary position 
' I 

had* bem'demonstrated each tQ!c t o  the Ff ia~cc !  ~dmmissions. 

Tho mwacr &I ' which s t h i s  has be& 'dbne hhs not helped tho Stnte 

~ o v c m ~ c n t s  ci thor t o  what thoy could rcnsonally 

expect. to receive on tho b o d s  of .objective ahd generally 

(footnote 3 cor-td. Cram p ,201 

increased four-fold botweea 3.951- 52 md 1970-71 (from Rs. 107 
crorcs- t o  Rs.420 crores) ; the cx$&xliturc of thc  Central 
Goverrynmt rose 6 w i ~  Shc same period to. marly f ive  times 
its level in .1951-52 from arow-d Rs.24 crorcs  to .  Rs. 118, 
crores) . r 



fuqctions &d kespor~sibil it ics.  k s  between tEc * - W e  m d  the 

sttotas and the, related' finwcifi arrj-ngtm&ts. ,me scope nnd 
f 

functi&s of dis t r i c t  ' dovclopment - pl&in9: the\ . _ .  'orgmitza- 
I ' . 

t i o m 1  m r w  m?:~ts to be made! i n  _s,uppo?+. of, it., are best - 
- ,  . . 

considered ~ h ; ~  ,,$hiss larger. context. 

' iv 
It is ex! dent that the St&es shoulG h~vt'. , within the 

frhmework of natioml pltuining , greater ezopc3 r'ci f naming 

.dcvelopmcnt * ~ o g r h e s  appropriate t o -  their particular co11dG . . 

tions' and for exercising i 'h t ia t iv6 ,  in n;bbiliz?-ng re~6urc6s fo r  
I .  , 

the', purpose* / This w i l l  requir c in mast cases a subs tmt id  " 

reduction in the byden now ilEposed OE their fin&ced by debtg. 



accurrultrtod .ir: the p a s t  wid, Ecrc g c n c x l l y  , scoe chccgcs ir, 

the devclution of tax powers, i n  t h o  systm of 6Ist?ibult.?-or. of 

tw0r6vcr,ucs'rr,d grmts frcr t h e  Centre t o  the  S.tctcs .ir. crt- 

tarlor, applied md ir, t h e  ~ s t f t u t i o c c i L  arrculgcrr:a,r.ts m d . :  for 

ch-oling l o b s  t o  States f c r  copital  cxpm-diture, md ir. t3C 

toms conditions loma.  . Tho thcsc 

#tops w l l l  mad to bo carefully oxmincd in detail. 

It is. necessary howovcr t o  dotenzinc first whct ? c c v ~ . o p  

might be expactat], t o  carry within a sys tm of decentralized plm- 

ning andewhat could bc catrusted t o  the authcri t ies  a t  tkc l o v e  

levels (mom particularly a t  the  District level). The following 

yill necessarily have to  bo fomulated and oxocuted 

a t  the lwei of thc rcspcctivc ~ t a t c  ~ o v c m * c ~ t s .  

Theso my bo connected with t h e  develop~ent of 

~ ~ ~ l ~ ~ h n t i o n s ,  transport m.A powcr ic support of 

agricul tural  mdjor industr ial  awonslcn over ox- 

t ~ - s i v e  rcg1cr.s; with tho supply of water throueh 

projects having 

with thc e - ~ i o ' r t c t i c d  of niilccal; forest  o r  carina 

ro8ourcss in vhich aim ccr.siCer~ticr,s ( tuch as , 

the med fr,r ~ c ~ n s c ; * ~ ~ ~ t i o r .  cf such rcscurccs) have 

to bc t a w  k t c  gccou?t; cr with tho devalop~ent of 



othcr roscurcas bekg organized on m extcnsivc s,calo. ThCsc toll 

bc regarded & thcpinimm devclopacntcrl functicfis md rcsponsi- 

birit los  I&& Mpula ~ o a d  to ba plnced cn thc State Govarrmnts. 

 service^, in which thora,arc s o m  ndvmtagos in h v i r . g  n unific9 

policy k d  programs vithln n Stato but vherc thrre arc no COE- 
. , 

p o l l i n g  roascns for cantrallzod contrcl and ~a-n-agment. Ir, States 

It i s  not cleqr, howWor, how ~ u c h  'has been gatncd thereby fsvr o 

. fm&tional palnt of vlawm Undoubtedly the scopo fcrr intarfowrrce 

htls nlso parhaps hod t h e  cff~ct of d iver t ing  the -attcntlen 8 cf 

political rqrosmtat lves  at these lads frm notto& of g mtor 

b?portmcc A d  de laykg  tho processes of decid.cn paking. 1 



whcthcr the gains of d c c c n t r b l i k t t c ~  ir. s o ~ c  of t h e s e  f irlds 

UPC largo m u g h  t o  cffsct t h p  & L s z d ~ ~ t a g c s *  

,(3) It i s  in respect of thc ncccssay l cca l  infraes%ructwc 

for  tho  dcvelopccnt 0 5  a&ri&lturc md s ~ o 3 . 1  mi acdiur- 

scale k d u s t r y  t h a t  ' t h e  scope- for m d  $6 cdvccta~cs 

of planning ht ' t he  gross-roots are l i k e l y  tc be grcotost. 

The case f o r  trar.sfcrrh?$ t o  P+chcyoti, Raj ' k ~ t i t u t i o ~ s  
I 

wide arcas of rcspcfislbil i ty m d  Fcs-er-ir'. 'thcsc two 

&port@ sphcrcs cf Ccvalcpmnt i s  t!!ercfore p ima facie.  

very strcrig* 

(4) Ck?e has hcwcvcr t o  ' take' 1t:tc acccunt a l s o .  the talar.cc of 

s c c i a l  rr-d poli*ical fcrecs a t  tkis lcvcl =d szkc sura 

tbt t h e  powers sc transfcrrcd arc not  l i k e l y  to be used - 
in pro~tlcc by thc uppor s t r o t a  of rural socicty tc 

dcvclopmcntr Fcr it r ? i g h t  5e ensicr for  than! t o  gain 
.\, . 

-ccntrol over thcsc Lnsfi tc t iccs  c f  loco1 g o v c ~ n w ~ l ;  thnt.., 

cver t d d n l s t r c t i c n  5t thc  Stcte o r  cent& -1cvel. At the 

smh t b c  occ P a s  t o  mcogniz a t h a t  no broad bas& social 
/ 

o r  ccomlric t r m s f o m a t l o n  ir! t h e  cour.trysido can 'bc brougtt 

about U ~ ~ C S S  fhc bdmcc  cf pcwcr is c h m g c b  li? favour 

cf t h e  loss ~rivihgcd ~0ci .01 grOUpsj that  t h i s  IS 

noccssarily r p o l l t i c a l  procoss In which h s t i t u t i o r - s  

of loco1 eovcrr.t~mt could p l a y  or. Important. rdo; ma 



that chaneos in' thu balmcc of forces shodd  pct only 

get' reflcctfd * but be t o  tho extent possible; 

by tho.rncans adopt& f o r  ocni1izir.e resources and the 

used to which thcy arc put. T h i s  kind of chmga caa 

dpcrbrrps be accomplished o r l y  over a pariod cf t'xc- 

though bere too the conditions differ, and speodler 
I 

in others. The t r m $ f e r  cf devclopccntal func'ticr.~ m.d 

pcvors ,to Pmchnyati R ~ J  institutfom ir.' t h o  spheres cf 

ag.riculturc and mnll and m c d l ~ s c a l c  *dust-ry lnccds them- 

.fore t c  bcphascd with rofcrcncc tc the c2rcumst~nces cf cach. 
-." - 
S f a h .  ' . O m  might a l s o  t&c! particclar cam'to choose i n  the 

I 

first i n s t n n m  ttpos of .act ivi ty  a t  this  lcvol which, while 

hclphIg ,to p r c m t c  rural developzcccnt, will be weight& by t h c i r  

very nature Ln f a o u r  cf t h c  pocrcst sections of tho popaa-  

tion; bui ld  b - t c .  "he syston matkcda of roscurco rr.obllizat10~ 

whoso b p a c t  I s  lfkcly ,to be rrorc .cn those who ar< rolativ~ly 
\ 

propsporous; md wlci~n the dcveloprccfital functions md 

powcrs rat this lcvcl only oftor Q clear direction has bccn 

dlffaront co~sidcrations taken tcgotkc~ sczgsst 

that, ir! correcting thc bias towor2n ca~trdizzt icr .  cvide~t 

Indian plnnning hlghcrto, care has tc bc tnkcn ii: working cut 
~ 0 

the praclso mamar I n  whth dccc~trrlization is cffcctcd. 

k n . . i c d t l y  - thtxdh nct  mcassarily ir. terns cf t i n o  





'sh~irply rur?l m a s  8a.lso where th,t p o t m t i ? l i t i o s  for 

. . 
"~nnii v c m s  in P U ~  jnb h;lvs bcim r is%,& over thb . ycim s, 
but it ::,s the stondy pmetrd?,on of :;so green revolu- 
tior! t h a t  has pushed them up to !low >ct ~ks.. ; . .Lrmd 
sold f i ~ a ' y o ? ~ s  ccga f i t  PS 2,000 t o  3, :̂ Jo per ccre ,sells 

r r - - - r & - - r b r r r ' - d r . I  c r r - m r - r t r r - r . r - - -  rrrrrr, x r r r r .  +r-rrnr-rrrrlrrr 



Presently a t  1 10~000 to  12,000 o r  15,000. Instances 
are not lacking OL prices doubling within the Last 
two yearsfl.l 

,Such rlse has partly been a reflection of actual increase i n  

rental value, partly dud to  speculation i n  anticipetinn of 

r i s e  i n  value. In the overtjhelsning majority of '  cases, r i s e  

i n  land values of t h i s  order ref1eCt:the external. economies 

created by the larger developmental process and can be at t r i -  

buted only t o  a limlted extent t o  the hvestment undmtaken 

by those i n  possession of the property.in each cast* The 

gains i n  capi ta l  val~ie can therefore be legitimately descri- 

bed as mostly .'lun5arnedfl.. 

Apart 'from po l i t i ca l  impediments , there has been 

however considerable d i f f icu l ty  i n  dovising a system of 

taxation of urban (or rural). property which could curb spe- 

culation and help Ln a significant way t o  ra ise  from th0s.e 

who have gained from development the finance necessary f o r  

further developmental: outlays. The nature of the problem 

has been dr& attention t o  by ear l ier  writers i n  the con- 

text of the need t o  cbntroa. t h e ' . ~ i s e  i n  urban property 
2 values . Similar &onsiderations appPj  .in relktidn t o  

Wolf Ladejinsky? The  Grecn Revolution i n  Pmjab: A Field 
Trip1', Econ0.mj.c a@- ~oJ&ioal Iz'eeklx June 28, 1969. 
Review of Agriculturs, 
"A high tax ra te  on n c a n t  land i n  urban nrcsts or lirlpni- 
sable areas would at: t as a d i s i n ~ e n t ~ v e  to  hold on t o  i t  
for a long time. Th3 tax rztc has t o  be kdgh enough t o  can- 
ce l  out the possi%lc gains f r c m  holding tlLe land vccdnt for 
the speculative p;:ern:krn. A t  the same time the tax ra te  mist 
not impinge on thase who have not been able t o  build f o r  
different reasons, . A  general tax cannot, however, rea3.X~ 
discriminate between two persons holdins land vacant for 

11 different  reasons.... , 
"High tax rates on all. urban lands f.nc1ndi-ng the built-up 

(contd.. on page 30) 



taxati.on -of mral land also. 

Thore I.;. indeed only one way of besting thjls problem 

effec'k1veI.y cmcl that is by direct intervention i n  the market 

for  land. Sore specific suggestions hay. nlroady been cf 

'fLa r;d trc '.ues could b~ filly controllec! and specul- 
qtLon 0.- Land completely avoid4 only through 
pt .~Lic mner ship of land. . . . . . Sc?venaJ- ways can be ....., s-ilggested for public acquisition of lmn-d 
paying >ompensation which is. both within Khe means 
of -JuF:,~c authorities aii&acceptabLe to the public 
i n  general .  , . , . . Ideally spbk i2g ,  px.33.i~ authori- 
ties could acquire land i n  urban 8ret.s by simply 
extm2ing the jurisdiction of the Estnte Acquisition 
Acts which were passed i n  the f i t t i e s  by the diff-  
erenv: States in order to abolish t h e  2amindari system, . , . . . , . . .If the' Estates Acquisitj on. Act i s  suitably 
amendec the control of u b a n  -1 land by public 
author5.Eie.s w i l l  not be o problem.. ... By paying the 
marht value of land t o , ~ r i v a t e  seliers on the one 
harxl .ar.d by imposing a st iff  capttal  gains tax on .a11 
realiznd gains on transfdr of rea l  3 r o p e r t i e s  on t!le 
other land public authortties w i l l  be able t o  cut 

down i :?e nei  cost of public' acqu .sf ti XI of land to 
make ' arge-scale acquisi tZon r ~ l a t i . ~  ?ly easy. R e  
Centre does impose a t a x  now or- capital  gains from 
traSTr..?-r of r ea l  properties but th3  m t e  i s . n o t  
eno tgh t;o bring down the net cost of -!and acquisition. 
Ser md, the revenue from th i s  +ax goca to  the Central 
Go e :m-nt  as it i s  a tax. on t ? ~  Cenwal List...,If 
tk t ~ x  on rea l  estate properties is transferred t o  
th. S5sA.e Z i s t ,  the States can .impose this tax t o  
thei r  a2vantage not only as a means t.0 yield reyeme 
and app-cupriato part of the 'unearner increment' but 
also to  cut  d ~ w n  the to ta l .cos t  of lsrld acquisition, 
Since the taxes wi l l  be on a l l  sales, no one wili be 
discriminated agninstn.l . 

(footnote 2 ?ontdg from page 29) 
land -might act as a disincentive t o  the building indust~y.  
The taxing wthori ty  has t o  see, thereCore, that i n  order 
t o  curb specalatlon, the hjgh rats thus :rrposod i s  not s o  
harsh as t o  affect building ac t iv i t i e s ,  Fare again i t  
is  difficul-s t o  design a t ; . ~  rate t o  servc the twin pur- 
poses. 11 

"Capital g a k s  tax....could ac t  ag a d!s?-:~sentive t o  specul- 
ation. Thi: tax is, agair!, on t h e  reeJisel' gain's on 
transfers 6,' property.. . . .suffice it I;o sa;,r that  th i s  tax, 
as administwed presently does ,not k. ive m:h effect on 
Zmd specula t ion. l t  Pp ~i i . , ' J;r;yanta pisr?cL~ab. 
0p. c i  t; , Jayalta ~adhab  . 



There are other variwts 'within thl s over--all , approach which 

too cmld be cbnsidered ., 1 
The main point t o  be underlined in  the present cos- 

text  is the desirability of setting up initially a public 

authorftg at the State level ( ~ . g r  a Land Com?niss$cr as h 

the United Kingdom] for acquiring land both-in &ai and wbcm 

.areas and fdr generally undertaking operations in the land 

w k e t  .' Programes can then be framed d&oying unemployed 

and ander4mployed labour f o r  . the,  intensive developmsnt of 

the land so acquired and for the related construction activi- 

ties. ~rrangements can als'o be made f o r  redistr i lruting the 

Land & other faci l i t ies  so ileveloped, partly at concessional 

rates to the poorer'. sections of thopopulation (so that they can 

have 'a homestead or-wo~kshop of their  own) and partly to . 

others at: market prlces through Gblic auctioneering. If &u2- 

sition of land for  these Purposes is supported by legislative 

measures to expedite 'the process, and by a capital g a i n s  tax 
I 

levied by' State Governments, the programme oan be expanded 

1 !he  paper of 'Jaymta Madhab referred to above ha3 itself seve- 
ral altern'ative sug~estions t o  of fer .  me c o s t  of aequisf- 
t i o n .  of land. could aLso 'be ,reduced, in appropriate cases, kt 

. amendment of the p r o i  s.lons in: the Constitution.' regarding 
compensation f o r  property aeqxdred., . . . . .  

2 As has been pointsd out by Ma~.%ab, countries like Swe.len, 
Norway, Holland and Csmark hayre had a long t radi t ion of 
public ownership of :,.a~,i. In. Cndia i t s e l f ,  the Delhi. Deve- 
lopment Authority kfi43 Icon a51& to show signff icant  results 
using the provisidqs of the Dehi Developinent Act of 1957 
for acquirfng land and re-solling ft after develofiment. 



Once %.is general strategy is act -3pq:or it wmld be 

f n s t t t u t i o r ; ~  af !.ocal government set  u~ at.+&., District? 2s'h': 

(or   lock), md (Tillage levels. They could ?3e expecton t o  

identify an6 pwpose t o  the  and ~oo;mi&ion t .s land tha3 

d g h t  be acw.r& by It; take the initlafive fa vorldng mi: 

,programmes 01.' development that would enhance t::e ,value oQ 
-. 

such h d ;  dcv?se ways 'and mobilizing idlo lal~our for exe'mt- 

ing t b e m  (such i:.s through labour co-operatives to whom con- 

structp wmk night be contracted uut .on a piece-rate basis); 

and meet, *erg rbgulred, piult of the expemiit;ur& involved 

from I t s  awn i'-imces. 

The iy-.-~.t; of such programmes wmS4 :?e ?atuxaU.y In- 

c&ssed to t..ie c-xten.t: that these instfbp.ticj3s c>r local B ~ o r n -  

ment ari g3 .:m s . a x e s  of reveme for fi.xmciag t h e : e m p l ~ e ~ s t  

of lab- ar.3 fc? meeting the other relatsd ppe31clibes. h e  

saurce could be the capital  g-s tax i t ~ a l f . ,  if the 'revenue 

frdm t M s  scrlrce is ea~marked for these ins tit.:..tions. m s  

promote tile acquisition .of land for de-;elc2meatd purpcscs.; 

!.Chi -revenue friiii th i s  tax may however no% i;e adequate )% stsup?& 



a .  large. enough &nplagm?nt programme . . - -- particularly if the 

local autho~it iqs  - have to spend part of their reveme -gn ;a& t- 

ing the poorer sections of. the population in other ways such 

as for acquiring *the developed. land at concesslonal rates or , 

for building hoas&s(or ~orkshops). of their own. Other sanrces 

t.ional finance c&d be rdsed. One promising possibility 
- .  

here is Q re-structuring of the taxation af wealth such that i ts  

cov&age is extended simultaneously with 'a lavering -of the rates 

of tax. 

As in thb .case-of !fncome-tax- the statutory rates of 

wealth tax are n& steeply progressive. (and 'have been .made 

more so in t he  latest  Central Government budget) .. mere. are 

however several permissible tax deductions and exemptions, and 

quite a few legally valid methods-of evasion such as through 

formation of comp&es and tmsts , declaration of individual 

proparty as the property ot H i n d u  UndLvided Families ,' e tc  . C m -  

sequently '0- apart from; the! premium on i l l e g a l  evasion placed 
. . . . 

by steeply progressive +qtes- of taxation -- such' rates when 

cul&+ly in the . legal finmi ,of nliopeq Fy ownerr.ship) .for ' taking , 
, . . . 



' Gdvantage of the lower 'rates leviable on other categories 

(a.g. companies and trusts).  In the case of income-tax the 

results  have been only a l l  t o o  evident: the to t a l  assessed 

income of alL i2divlduals i n  the income group of k.1 lam 
and abwe redor~ied only very sl ight  increase i n  the period 

1950-51 to 1965-64 ( in  fact the t o t a l  incorns on which tax was 
. . k l  t ;-, ' :; ' .,;, ' t . . j l  : .' .;- 8 .  

aske&i for(.!t&? fk this income-group aeclined Pro& k.48 
* : ' 5 

c r o ~ b s  Yn 19.2-55 t o  bA5 &ores 'in 1963-64L . There i s  no 
. . 

reason t o  'assume that the experfence would be any different i n  

the case bf wealth-tax. 

, It would.appear tha* i f  the exemption limit for' wealth 

tax i s  lowered i n  order t o  widen its coverage, agricultural 

property brou~ht kl thin f t s  purrledby amendment of t h e  Consti- 

tution if necessmy) , and the- ra tes  of tax lowered sufficiently 

net to  make it so compulsive to resort  t o  var ims forms of - 

evasion, the yield from wealth tax could he raised to  a very 

much higher level  than i s  expected from it  now.. In view of . 

the obvious ineffectivenes's of the h i g h  'rates of progression 

that  ha& b:c n fn operation in the case of income-tax, no 

harm Is Ukeiy  to  be done if  extension i n  the coverage of the 

wealth tax (along the l ines indicatbd) i s  acoompanled by similar 

~ e d  P. i and^, 
fo 

ndial c : 
Economic .4ndys 1, ;I&.' D r .  &a;!%'?ke?tfe %: 
servation, f r o m  %s am'lys3,s of the data for the period 
1950-51 t o  1: 63-64, t h a t  "5ncsme-tax has been regressive 
and Ynequi taus in ter  -4a;remp~ally". 



6f the'exemption lhtts  -- namely that  the costs of co3lectioa 

would .absorb .host .of the additio&l revenue -- could be m e t  . 

tfi. Sn the h m r  ,rariges oC;usalth,Srd 5nc ome , the checking doze 

of the declarations .made by assessees i s  based on rmdorn 

samples but such checking is.made intensive and heavy penalties 

,enforced' wherever evasion or We*-repor tlng i s  q e t e c h d  . Tne 
potential revenue f ~ o m  wealth-taxs ff re-structured now along the 

line$ indicated, has been estimhted at nearly L.275 crores 

..per.a&.2 This ))venue cbn be earmarked for projorts with 

a hlgh e m p l o ~ e n t  potential undertaken by local &2mrities. 

This approach . t o  wealth arid income taxation was mgq- 
ested f irs t ,  more than a decade a@ a half ago, by 
Professor KaTdor. Unfortunately, w h l l e  sone of h i s  pro- 
posals have been implemented, the logic under3.ying then 
has been accepted only in part  and the results shown have 
consequently suffered. 1 t may be said i n  crl t isrn of the 
approach suggested here- thct it would go against the po:i- 
c ies  for reducing the range of economic lnequal5ties by 
setting ceilings on income and wealth. Such ceilt2qs c m  
however be made effective only through more fundamental. 
changes regard to the economic system an6 the :,ole o;: 
the private ector  within it, not by fiscal devices alone 
within a system which i s  expected t o  function as a mixed 
economywith a large compenent of productive ac t iv i ty  based 
on private ownership of prop~rty. Attempts t o  se t  ceilj-ngs 0 1 .  
wealth and incone within this ktnd of' framework can result 
only i n  setting cotlings on honesty and in tegr i ty  a l l  
around to a greater degree than i s  req5red i n  such 93 
economy. - 

' 

The de ta i l s  3f this estIm.te, aW the nssumptions on4 which 
i t  i s  based, can be Bound fn a pz.per by Professor T.R. 
Krishnan or. taxation of wcalt i  tWooi.kFgg Pa -er N0.2, 
Centre f o r  Development Studies, TrivanBrum. B 



VI 

The ppxsach t o  developmental plcruG3g a t  the District 

,a J in ell@ level (and j t l r  rer levels within a Dis wic\c) out l i*  eal. 

earlier sec5ion Amits it largely t o  schmes f o r  the develop- 
1 ment of lan6 ani relr ted f a c i l i t i e s  and the *\~penditure on , 

which would be dmost  wholly of a non-recurrir!:: nature. There 

is cons idera5le  advantage i n  adopting such an rpproach t o  begid 

with, as rapid decentralization of' ac t iv i t i e s  in  which there 21 

o l a r g e  element of recurring expenditure can lead t o  p r o l i f e r -  

a t i  on of s t a f f  znd loss  of efficiency, Hew~ver, t h i s  approach 

by i t s e l f  would hot be adequate t o  exploit a11 the potentiali- 

t i e s  f o r  d i s t r :  c t development planning 0:. f o r  "planning from 
.. . 

beloww i n  geno?:d. . So "it can be regards1 as only a s tar t ing 

point, with ; he intention t o  w5den the scope T' activity over 
. . 

a period of kime . . 

It i~ t h e .  sfore worth considering brf e l l y  how the plan- 

ning of a dl:. trcd;t rnagh& be developed such th;? the fill potent! 

IaLities of "planning from- below" can be r e a l i ~ a d  over a period 

In principle %here is no reason why the plcn.izinr; of a d i s t r i c t  

should not be omceived of i n  the same way as t-3e planning of 

a national econorriy. It i s  true tha t  several. elements in the 
. . 

organization arL~ functioning of. an economy ~ W c h  cauld be re- . . 
gnrded as amer.n:*h t o  change by policy-maker s a t  the nh iona l  

l e v e l  will. havc ' to  be taken as given wi th  ..n ;;I-I~ framework of 
d i s t r i c t  plann!.~:~ since the functions ani poveers of policy- 

' 

a 

makers Mth in  t n ~  disfJri c t s  will 'be inevi sap:'.;? :lore restricted. 

However,. the .>asic variables In terms of vh'rc'n the operation 

I They cmi:,L :.~c sye: incl.Gde sch&nos not only f o ~  minor irri- 
gation ~ ~ 7 i . l .  :onservation and the like but  z l s o  f o r  con- , 

structjon of iodnwns, warehouses, residcntri houses, 
roads,wo~kshops,  market-centres and bukldin2s f o r  providing 
commnfty oc"ucilities, etc.  



of an economy i s  usually judged and t o  which consequent3y . roost I 

- ,  

o f  t h e  planning . t a r g e t s  and pol ic ies  nre  generally related 

d i rec t ly  o r  ind i rec t ly  .( e. g. production, price$,  income, - 
I .  

dis t r ibu t ion ,  consumption levels, r a t e  of smdng9 and size and 

composition 'of the c a p i t a l  s t o c k j  a r e  no' Biff'erent whethe? 
- 9 

one has in mind t h e  economy of a d i s t r i c t ,  of a State,- o r  6 f w  

a who16 count by composed of '  'several S ta tes .  ( ~ n d e e d  sever8 b 
+ .  

coun t r i e s  -- inore p a r t i c u l a r l y  i n  A f r i c a  -- which have soverign 

'st8 tus and whose development p~ogr8hes  a re  therefore 'con- 

s idered  to be national in kh?rae te r  a re ,  in t e r n  of populatiotl ,  

no biggel. than. dis tr ic tS  i n  I'ndia*.) 

amma- Moreover, while s e v e r a l  elements trhlch a r ,  

ble t o  change s t  the' nat ion81 level. may have. to be taken a s  given 
I 

dat& r,t the district level ,  one must not assume ' t ha t  d i s t r i c t  . , * ' 

plsnning is 'necessarily sub1 ect, t o  more se r ious  constra ints  

then plnnnlng a t  t h e  national' level.  hot t he re  a r e  n o  legal 

or idministr&ive ~ e s t r i c t i o f l s  on the mobility of ' labour ,is 

between d i s t r i c t $ ; .  , thst the ldomest icv market for tb&r products 
8 

i s  not limited to  t h e i r  own boundaries; and t h d t  khe exist'ence 
I 

bf a common ' currency an$ banking system mkes. possible. free 

~velllgxgts of c a p i t a l  unckiecked by bslanc'e b f  paymsnts conside- 

rat2ons of the  xrsual kind -- could a l l  make the cdns t ra in ts  on 
. . 

I 

development planning less- serious a t  t h e  'df s t  r i k t  ' le-,-@ if 
I 

t h e i r  f u l l  p o t e n t i a l -  i s  explo:.t ed through approp 13 ate 'pbl ic ies  

I t  wpuld.appdsr therefore  t h a t ,  as f o r  rjatlona'l. 

pianning, it would ee u s e m 1  -- m d  indeed necessarrr -- to cons; 

t m t c t  an appropr ia te  .set of macre-estimates f o r  a:;ch district on 



the  bas i s  of whf ch the  impli~atiofis o f  se t t lng  al ternat ive tar{;c:t> 

i n  respect of income, consumption, etc. could 5 e  qv.anti ta t ive ly  

assessed. The datc requfrements of such an exerdse  are however 

likely4 t o  be very lerge and Yiifficult * t o  . s a t i s T ~ ~ .  

A major problem would be t o  estlmate a d i s t r i c t l s  
, . 

"income "'(i. e. corresponding t o  t h b  national income) as dis t inct  
I 

f r o m  i t s  "domestic product" (3.e. the  value adde6 by production 

within the distrtct ' . .  For t h t s  would requip2 quantifying the 

fac tor  fncomes +rans?erred outside and in to  each cllstrict, 

after locatjlng ;he pcrmanent residence of those t o  whom such 

factor  incomes accrw but of the  value added both within and 

outside the t o P r i  tory of each; t h f s  wil I. not be eary when (as 

i s  t h e  case) there i s  ixnrestricted mobility of labour and 

c a p i t a l  between, d i c t r f  c t s  and there  are no poll t icf l l  o r  adminis- 

t r a t ive  reasons ( s s  in the case of natlonal s t a t e s )  for  record- 

i ag  syst emmatically income' t ransfers  of t h i s  nature. For deter- 

mining comparative levels of productivity, and measuring changes 

i n  them over time, estimates of the  domestic prodr~ct  would 60; 

bnt i f the purpose i s  t o  use-'-WIe estimates a.s a .measure of, the 

relat ive levels c f ;t4slfare o f  the  different d i s t r i c t s '  o r  f o r  

assess ingthegr  seviig potential, what i s  ?&ally rolevant ere 

kind bf prob'lem c;ent:.oned above. 

fo r  each-d ia t r i c t  a set o*f accounts relat ing t o  S t s  balance of 

payments witth. ",the m s t o f  t h e  worldr'. And i f  nei ther  the 

magnihde noe the so1rrces of saving fo r  the investment outlay 

w i t h i m  a dist .Act can ile quantified with reaskable i recis ion 



there i s  not much point i n  atternpiink t o  c o n s t k x t  macro- 

estirgates -for i nd iv idua l  districts a s  s t c 6 l  f o r  phnngng. 

'such estiwftes can perhaps bc. attemptc:! m c - v  meaning- 
\ 

I .  

f u l l y  on a ~tstk-wide b a s i s ,  thofi& here to?  

ploratory s t a t i s t i c a l  m r k  will be needed t o  

M d e  of' the . t ransfers  of factor 'incomes fn to  

det erm3ne t h e  ma gn? - 
and outside e a c : ~  

State.  . ~ n t e r s t ~ t e  movements of  labour f o r  short  perfoas a re  

l ikely  t o  .be relatively s m a l l ,  and so A- except perhaps in the 
'- , 

case of. a f e w  s t a t e s  l i k e  Rajasthan from where seasonal .sigra- 
r 

t ion  of ' labour 'on a la rge  -scale appbpro t o  t a k e  p l a c s  -7 there . 
would be no need t o  make any'.stgnl.ficsnt adjustments ?of. i ncom 

- a 

orig-inating within one Gtate belng t r snsfer red  through such 
/ 

m i e a n t  labour to another. However t h e r e  a r e  s ~ I > s t a n t i a l  .. . 

inte+St'at&:movehents, of C a p i t a l ,  ar;d8adjustments* w i l l  there- 
. . 

fore -have t o  be -aadc .  for  the '  r e su l t ing  t r a n s f e r s  of intet.t&t, . 8 

rent and p r o f i t s  i n t o  and out of  ea0h.Stat.e before e s t i m t i n g  

~ t * t e  incomes. . h e  %mila te ra l  t r a n s f e r s "  mace by the mre , 
, 

t h e i r  home S t a t e s . w i l 1  also have t o  be teken i n t o  account , 

.(particularly in States such as  eral la). The estimates of 

S t a t e  incomes now a v a i l a b l e  are not being made on. t X . s  b a s i s  --a- 

* 

, they measure only the i r  ciomestic product ( i - e . ,  the valve ad3ed. 

hy p r o d u c t i o n  within ezc3 3 t s t e )  -- bv--k this i s  a t a s k  that  

can and should be attempted.  - .  I t  i s  an e s sen t i a l  firat ? t ep  

towards systemmatic $ D n n i n g . a t  the  S t a t e  levci .  

A t  t h e  & s t r i c t  level orie hsa t o  be  s n t i s f i a d  vi+b 
Z I 

proxies o r  llind.icatorstT of the r e l e v a n t  rcqcro-mr gni?udes. ~ k s - ,  

p i t e  . t h e i r  I imi ta t$ms ,  esttmates of d i s t r i e t  '(??rnest\j-c Pr+oauct 



( i d  e.of the--wlue added by:psoduction in each dls t r ie t  ) could be 

used as 2ndices of the .relatiye ZepePs.of productivity in diff"l6r 
1 . . . 

rent districts;. and, if one d m  judge the direction .and rough 

magnitude of the net  - transfer. to f a c t o r  incones, they couXd be , 

used even as. i nd ic5s  o f  their lev& of  income. nri, attempt to 

estimate the domestic product diptrict-wtse h8.s been made for 
1 Andhra Pradesh byits Bureau of Economics ahd Stat i s t i c s  , and 

, %  

the r e s q t s  - though tentat ive and no more than mugh appro- 

ximations -- indicate  what kind of-use can be made 6f, them. 

For instance, it would appe6r f r o m  these estimates . t h a t  the 
. 

average per capita output in the ~ e l e n ~ a n a  Reglon has been 

mly about 12-15 per cent 1-ow&-'then in the -t- of Andhra 
, * 

Pradesh. 'However, the per capiC'a out'puli .In r~weral dis tp lc ts  ' 

of Coastal Andhra has been nearly' 50 per cent higher than in + ' 

by other'lnformation such as on the extent of the a.grlcultura1 
0 

land in- the. Telengana Region owned 'by the rssidents in 'Coastal 
s .  

Andhra and on tne 'wmnt of the revenue colkcted and expenditurn 

'to the reasons. ( i c a n y )  ?or grievances abopt regicnal inibalances 

and *help i n  detertb3ning what needs t o  be done. abcut . . them. 

if. S. Sasirekhe, ttRegona> Income Estimation,-- A Studyn, . . . 
paper presented a t .  the Seventh Indlan Conference on Research, 
in National Income held a t  Hyderabad in January 1970.. 

2 ,  . I 

- Cf. CwH- Xanumantha Rao, '"Ehdgetary  Surplises of  ~eleng&m", 
Economic and Politic81 Weeklx, October 18, -1969. 

\ - 
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A t t e m p t s  cbuld also be mde t o  co l lec t  s y ~ t a m m a t i c s l i ~  

data f o r  mc31 d i s t r i c t  r e l a t ing  t o  t h e  i ndustry-wise distri- 

bution of ' t h e  labour force,  the  l i t e r a c y  r a t e  and leve ls  of' 

educational attainment, t h e  scale of mn rketing opera t i?m 

(derived f r o m ,  say, sales t a x  col lect ions  i n  t h e  dls t r j .c t ) ,  'the 
. . 

wagerates p a i d - t o  casual a.gricultura1 labourers f o r  different  

fam operations month by &nth,  the wages p a d  t o  workers i n  
, , 

small a*isan enterpr ises  i n  r u r a l  areas,  and the  nionthly o r  

weekly 'lnpmes of those  engaged i n  services such as  transport  

(separately for human-drawn, animal-drawn and mechanieed trans- 

port  ), loading o p e r a t ~ o n s  , assi-stance i n  shops and restaarsnts , 
I 

a6d clerical wrk i n  moderat.eoieed p r i v a t e  establishments. 

Further, i t  should be possible t o  organize the  co l la t ion  of datn 

on the deposits received and t h e  loans advanced by t h e  brmches 

of banks in each d i s t r i c t1 ;  the  8,moun'ts received 'snd pa id  by 

the govern ent  t r e a s u r i e s  a t  t h e  d i s t r i c t  and ta luk  levels ;  7' 
and t h e  remittances maBe to ,  and f r o m  each d5s t r i c t  through post- 

offices. Together with 

time on the composition 

different s t r a t a  qf t h e  

-*employeest' among those 

sample' surveys conducted f r b m  time t o  

and quanti ty of food in-take amng . . 

population; on tpe percentage , o f ,  , 

. . 
who a r e  engaged i n  work(and of women - 

It is i n t e r e s t i n g  t o  observe f r o m  t h e  data aGailable on 
bank deposits and the c r ~ e d i t s  advanced by banks as  a t  the . 
end o r  A967 t h a t  the # r a t i o  of t h e  cieposits collected t o  
credi ts  advance3 v a s  mu& lower Pn some of  the  less commer- 
cially-advanced- d i s t r i c t s  o f  Kerala thsn in t h e  othel* 
:districts -- r e f l e c t h g  an  atf flow of h n d s .  through t h e  
banking system. For Instance, it w a s  a s  low a s  24.2 i n  the' 
Palghat D i s t r i c t  compared to'91.9 i n  t h e  m i l o n  D i s t r i c t -  The 
average f o r  t h e  Stst-e was 60.0 (compared to, 69.3 f o r  t h e  

' country a s  a whole). Cf. konon3.c and PolitZcal WsekQ-, 
November 8, $969. Such dn-fZectof-Eourse onlv a t ~ n t  
of the. t o t a l  picture and  need t o  be interpreted .wi'th ckution.. 



t ion,  i n  the r u r a l  areas who have on t h e  avera ge l e s s  th8n 4 hours 

work .a day and would be  w i l l i n g  t o  offer themsglves fcr  re pro;-lc 

if  avai lable  a t  the.prewil ing-we &.e& atc.-..Af.mul,d -. he _ _ 
.pdsbiblo to. gain some 1 d . m  of t h e  .essential economic charact*. 

ristfcs of a d l -s t r f  c t ,  its comparative level  of @.evelop~ent, 

and a t  l b s t  the more 'irnportant'pmblems which f+rn the &?fare 

peint of view ca l l  fo r  par t icul ls r  a t t e n t i o n  in it,s developmefit 

planning. 

tal?&-wise, w o d d  help to adapt the & m t o g y  End content of the 

local  development programmes wherever poss ib l e '  t o  the more ur.enJc ., 
t 

needs each' apeR. Th$ (@t~ collected f o r  t h i s  pnr;lose.l- :rid 
I 

t 

&ch tndices as .are cohstmcted theref rom -- would ,also lklp 
\ .  - 

ih assessing t h e  terends i n  eakh d i s t $ i ~ t  over a period- Irrfunn-a.- 
, ?  

' I  ' 

tion '.of: this  .kind i s  the re fo re  v l t a l  both foar plan formulatica 

&d evaluation.' , 

Simultaneously the reaource endowments of k c h  district 

an'd the scope f o r  their .exploitation and development wouM a& 

<o be.investiebted- This has'to be e s s e n t i a l l ~  an exercise 

fn techno-economic 8s a l y s i s  i n ,  which t h e  coets and returns of 

the available al$ehatives are stuaied along wlt5 t h e  exploration 

of all the possibilities, open fnl! t h e  purel; t echnica l  point 

. These a r e  aspects of district development plarnlng t o  

7 '  which Professor ~ a d g i l .  hsJ 'sttached considerable impdrtarice , 

' "Plannilig in its t echniceJ and economic aPpect: i s  closely rela- 
ted t o  r e l e v a n t  knowledge and fnformation. . Unless. t he re  is a - 
minimum base of such knowledge and information, a p lan  of deve- 
lopment .for an area l i k e  t h e  d i s t r i c t '  cannot be built  upv. Op. 
cit. Distrfct Development. Pl mning, p - * ? 6 .  



one ' s h m l d  not assume t h a t  the informational b a e i s  of d i s t r i c t  

development planning will be adequate to begin with. " E u t  a 

s t a r t  can be m d e  on t h e  basis  of such data  and i n f ~ ~ a e d  

jud'&onts as are  ava i lab le  a h ' t h e  r e s t  of the  necessary 

knowledge ma inf%&ation collected, over a period of  time- 

This t o o  will need planning and, given the I l t r i ted technical  p e p  

sokhel .avkilsble,  it i s  evident that it w i l l  have t o  be orga- 

nized a t  t h e  S t a t e  level.  

St1  11 another aspect o f  d i s t r i c t '  developme3t, planning 

t o  which a t ten t ion  has  to be given i s  t h e  mode of  orgsnization 

of the a&i lable  admini k t  rat ive and technical prsonne i  nece- 
I 

ssary for - the and execution of programmes i n i t i a t e d  

a t -  this . This might require  very considerable changes 

i n  the ex i s t ing  ?attern' and structure of d i s t r i c t  admirils t ra t ion  -- 
more &ec i f i ca l ly  with a view t o  strengthening t h e  teclmical - 

staff .available at this l eve l ,  and  f o r  more score  being gven 

t o  them f o r  i n i t i a t i v e  .and nction k.thout unnecessary c o n t n l  

exercised over them by the  au thor t t t e s  a t  the State  l eve l  o r  

by the non-techntcal bureaucracy v'ithin the Dis t r ic t s .  A 

min$mum of change i n  these dlrection8 will be a necessary pse-. 

condition f o r  any significant proprebs towards.planning from . . 
I 

below. 
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