B-I

INTRODUCTION

1.1 The National Commission on Rural Lab-
our instituted a study group on ‘Planning
Process’ in order to examine how the plan
models, wage/income policies and the planning
process had benefited the rural labour. It was
also to look into whether these models, policies
and processes were responsive to the needs of
the rural labour and was to suggest improve-
ments in the process of plan formulation and
in the implementation strategies (See Anne-
xure 1 for the Terms of Reference of the
Study Group).

1.2 The group began by defining the exact
scope of its work and the modus operandi to
reach its objectives. It was agreed that ‘plan-
ning process’ should not be taken to mean only
macro-modelling at the Centre but should in-
clude planning at various levels. In other words
activities of planning authorities at the central,
state, distriet and other lower unifs are also
encompassed by the term ‘planning process’. It
was realized that even this enlargement of the
scope leaves out the planning activities of the
government departments and other public and
private institutions which are important in their
own right. Besides, there were <several other
internal and external factors—the “non-plan-
ned” variables—which influenced the course of
the economy. However, it was agreed that the
overall direction to the economic, and to an ex-
tent societal, development is provided by the
plan frame evolved by the planning agencies at
different levels, particularly the central level.
Hence the group’s attention was focussed on
what may be termed as macro planning.
At the same time, the group felt that its atten-
tion shou'd not be confined to vlanning for em-
ployment generation per se. The need was to
simultaneously plan for adequate remuneration
and, more importantly, access to basic services
such as health, education, nutrition so as to en-
able the requisite human eapital formation, This
would, in turn, bring the rural labour into the
mainstream of our economic and social life.

1.3 It was appreciated that an exclusive focus
on rural labour is little more than snaiytical

convenience., The dichotomy between rural and
urban labour cannot be pushed too far since, in
the ultimate analysis, the two are intricately
interlinked. 'These linkages are particularly
noteworthy from the point of view of a long term
strategy. However, in the short-run, such an ex-
clusive focus was regarded a defendable proposi-
tion for achieving maximum utilization of labour
in rural areas.

14 The approach and method adopted for
undertaking the task was as follows. Each mem-
ber of the group was to prepare a draft, or back-
around material, pertaining to a selected aspect
of the theme. Each of these drafts was commen-
ted upon and intensively discussed in the meet-
ings that followed and ultimately evolved into
a chapter of this reporf. In each of these meet-
ings, the group invited one or more knowledge-
able persons and solicited their views and com-
ments. Apart from the use of this secondary
data, the chairman and one of the members of
the study group made special studies of the plan-
ning process in two states, Karnataka and Guja-
rat. Their views and impression are reflected
in appropriate places,

1.5 After describing the context within which
the problem of rural unemployment needs to be
studied, some r~cent trends in rural unemploy-
ment are recounted. These form the backdrop
against which the policies and goals spelt out
in the Wive Year Plans, and the strategies i.e.
the proiects and vrosrammes through which
these goals were sought to be realized, are re-
viewed. A mention is made of the special efforts
to generate emplovment and incomes in the
backward regions snd for the marginalised sec-
tions. Next, the revort examines two majior
policy instruments deployed to raise the level of
emvloyment, i.e. policy on uvgradation of tech-
nology in the labour-intensive industries, and
the wage policy. The former is disetissed in the
form of a case studvy of Khadi and Village In-
dustries. Lastlv, we comment on the vprocess
of vlan formulation at different levels and bnint
out the inconecistenries in the wnlan obiectives
and the planning nroeess introdiiced to achieve

these ohiectives. The report ends with a few
kev recommendations
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THE CONTEXT

2.1 Forty years of planning in this country has
not made any sizeable dent in the poverty and
deprivation among the rural labour. Judged
by any economic criterion e.g. income and em-
ployment or by social criteria e.g. access to ]oz_as1c
services such as education, health and nutrition,
child mortality or morbidity, this group consti-
tutes the bulk of the ‘marginalized’ sections in
Indian society. Why has this sorry state of
affairs persisted? Why has the planning process
with the professed aim of ‘growth with justice’
by-passed a large section of rural society? These
are some of the fundamental questions which
are being posed, and attempts being made to
answer, in this report. By implication the report
will also wunderline a strategy to reverse some
of these trends, to the extent the instruments of
macro and micro-planning can be of some help.

2.2 Any effort at designing a viable strategy
for improving the lot of rural labour has to be
informed of the socio-economic context of the
rural poor. It has to be not only tuned to the
supply and demand aspects of rural labour but
has to probe into the handicaps posed by their
working and living conditions. Unfortunately,
on many of these aspects the relevant details—
by sections of rural workers and by regions
which they inhibit—are not rcadily available.
‘We have to rely more on the overall demand
and supply of rural labour, the past trends and
future projections in this respect. Two other cri-
tical aspects of this analysis, 1ie. rural wages

and access to basic services are only touched
upon.

Rural labour Force Trends and Projertions

2.3 There have been several significant chan-
ges in the supply of labour, The need, in this
regard, is to take into account the changing
profile of rural labour force in respect of its age,
sex composition, sectoral and occupational dis-
tribution and the changes in its regional distri-
bution. Some of the noteworthy trends are—

a. There is trend of increasing landlessness

(increase in the proportion that land-
less, semi-landless and marginal house-
holds constitute of the total households)

in rural areas. The result is swelling
of the ranks of rural wage-paid labour.
On the other hand, this seems to be
associated with a slight sectoral shift
away from agriculture as indicated by
a decline in the proportion of labour
occupied in agriculture,

Among rural wage-paid labour, the pro-
portion of casual labour is increasing
and correspondingly the proportion of
permanent or attached labourers is dec-
lining. This has two serious implica-
tions. In the first place, the overall in-
come of casual workers is found to be
generally lower than that of the perma-
nent labourers. This means a lowering
of remuneration for work. Secondly, it
suggesits an increased element of un-
certainty in obtaining remunerative
work,

Over the years, the profile of rural la-
bour is changing. The proportion of fe-
male workers in the total rural work-
force is increasing; so also the proportion
of scheduled castes and tribes. Both
these factors have contributed to weak-
ening of the bargaining power of the
rural labour

24 Estimates of future projections suggest a
likely intensification of these trends. It is sug-
gested, for instance, that between 1980 and 2000,
young adult workers in the age-group 15--29,
will increase by 110 million (as against an in-
crease of 69 million during 1960—1980). The sup-
plyside pressure are thus likely to become more
acute. The shares of eastern and central regions
in this additional supply are expected to be more
than proportionate. Projections also suggest
that in future, agriculture (the largest sector in
the rural areas), and household industries, will

absorb progressively fewer and fewer incremen-
tal labourers®

Employment Growth

2.5 A concern for employment stems from the
fact that growth in employment has not kept
pace with the growth in labour force. For the

1 Detaile are provided in A. Vaidyanathan
and Political Weekly, Dec. 7, 1986,

, “Tabour Use in"Rural India: A Study of Spatial and Temperal Variaticn®, Iccremie
la

2. S=e V. S. Vyas “Rural Labour : Strategies for Employment Generaticn”, Economic Times, May 30, 1990,
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decade as a whole, while the growth in labour
force is estimated at around two and a half per
cent per annum, the estimated average growth
rate in employment amounts to barely two per
cent per annum.

2.6 More significantly, not only has the growth
of employment in the country not matched the
increase in the labour force, but the employment
growth has been showing a perceptible decele-
rating trend in recent years. It was estimated to
be 2.82 per cent during 1973—78, 2.22 per cent
during 1978—83 and 1,55 per cent during
1983—88 (See Tabkle 1).

2.7 That this deceleration has taken place with
a GDP growth rale exceeding 5 per cent per
annum clearly suggests that employment elasti-
city of aggregate output has been declining. The
decrease. in other words, is not merely in em-
plovment. growth but also in employment con-
tent of economic growth. Even though compar-
able data for the entire Seventh Plan period are
not yet in, the divergence between the growth
in GDP and employment (shown in Table 1)
indicates that we are not progressing towards
what the Seventh Plan envisaged:

“As regards the provision of employment,
against the estimated addition to labour
force of about 39 million, additional em-
plovment generation in the Seventh
Plan has been estimated at 40.36 million
standards person years. Thus the abso-
lute number of unemployved at the end
of ‘Qhe plan will be lower than at its be-
gining”.

2.8 The country-wide position of employment
is a cause for concern not so much from the
:absolute number of unemployed as from the
inadequacy of growth process to generate at
least a proportionate increase in employment.
This is not to suggest that the problem of large
number of those who do not have access to gain-
ful emplovment does not exist in certain re-
gions, but to draw attention to an important
underlving cause,

Anatomy of Unemployment

2.9 The net result of these processes has been
highlighted in a recent Planning Commission
study?®. This study points {0 a shift in structure
of unemployment away from a predominance of
underemployment towards a rise in open un-
employment. With this general trend of increas-
ing chronic unemployvmen., the following impor-
tant features are underlined:

i. That the observed irend is particularly
strong in rural areas. This is indicated
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by the fact that in rural areas, the usual
status unemployment has increased
from 1.91 per cent of labour force in
1983 to 3.07 per cent in 1987-83, and the
daily status unemployment has declined
from 7.94 per cent to 5.25 per cent. In
contrast to this. in urban areas, only a
small change in open (usual status) un-
employment rate is observed. from 6.04
to 6.56, as also in daily status unemploy-
ment rate from 9.52 to 9.26 per cent.

il, Within rural areas. the increasing trend
in incidence of open unemployment is
stronger in the case of women than for
men. The usual status rate of unem-
ployment increased from 1.41 in 1983 te
3.52 per cent in 1987-88 rural women
workers, but the increase in the case of
rural male workers are lower; from 2.12
to 2.87 per cent.

iii. The differences between the usual status
and daily status unemployment rates
are much larger in the case of women
than in the case of men. which implies
that underemplovment is a much higher
proportion of overall unemployment in
the case of women than of men. And
this is so both. in rural and in wurban
areas

That the magnitude of the problem and
also its specific features (mentioned
above) depict a paitern that is regional-
ly varied is revealed by Tables 2 and 3.
These tables highlight that while hailf
of those unemployed in the states of
Maharashtra and Karnataka reside in
rural areas, this percentage is as high as
87 per cent for hill states like Asszam
and Himachal Pradesh. Of the women
in the work-force, the proportion of
those involuntarily without work varies
from as high as 67.5 per cent in Bihar
to a low 11.8 per cent in Haryana.
Whereas the educated persons make “1p
a major chunk of employed in states
such as Himachal Pradesh, Jummu and
Kashmir and Punjab, in states like Guj-
arat. Rajasthan and Madhva Pradash
onlv a verv small percentage of thase
unemployed are educated.

iv.

Unemployment and Poverty

2.10 The association between unemploymeng
and poverty is a subject that has been intensely
debated. On the one hand, a lack of gainful em-
ployment is regarded as contributing to economie
deprivation and a strong positive association

3
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Plaming Commussion, Employment, Past Trends and Prospects for 1990s, New Delhi, May 1990.
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between economic deprivation and unemploy-
ment is postulated. Such an association has been
observed and documented by several scholars.
Dandekar and Rath have estimated, for instance,
that almost a third of the rural poor are poor
because of a lack of employment opportuaities.
Such an association is advicated by Gunnar
Myrdal by implication wha: he recommends
employment generation to 1educe poverty. In a
similar vein, Raj Krishna has observed :

“In higher expenditure brackets the unem-
loyment rates fall steadily. The corre-
lation between the incidence of poverty
and the incidence of unemployment
across households is plainly positive’*

On the other hand, it has been argued that the
poorer sections can ill-afford to be unemployed.
It is only the relatively better-off groups who
possess the capacity to remain without gainful
employment for extended periods. Proponents
of this formulation have hypothesized and/or
empirically observed an inverse association he-
tween unemployment and poverty. Lakdawala,
for instance, has found that in many states of
India, low standards of living of landless
labourers co-exist with fairly low unemploy-
ment rates. Recent data pertaining to state-
wise unemployment rates and poverty ratio
(Table 2) seems to uphold the latter formula-
tion. It is seen from Table 2 that Bihar and
Madhya Pradesh, the states with very high
poverty ratios display low unemployment rates;
and in Kerala, very high unemployment rates
co-exist with low poverty ratio. Thus. a macro
picture suggests that an inverse relationship
between unemployment and poverty does obtain

2.11 This observed inverse association at the
macro-level may not be inconsistent or incom-
patible with a positive association hetween ur-
employment and povertv at the micro-level
While it is obvious that the poor can ill-afford
to be without work (hence the inverse associa-
tion at the macro-level), it is also evident that
at the micro-level (in respect of a segment of
the population) those unemployed are more
likelv to belong to the poverty group (hence
the observed nositive ossociation).

2.12 However, it is increasingly being realised
that the relationship hetween poverty and un-
employment is not so direct and simple. Neither
are all the unemployed poor, ror all poor un-
emblgved. Emplovment in a region mav be a
f\_mctlon. among other things, of caste distribn-
tion, occupational pattern ete.  Similarly
poverty  proportion  mav depend on a
whole host of socio-economic factors besides

4. RajKrishna (1980) Facete of India’s Development, E} L. Meh:; Menorial Lect

Corporation of India (ICICI) ILtd., Bembay.
5. Dholakia, J.
pp. C1—=C

/

unemployment. While some factors may impact
on unemployment and poverty in a  similar
tashion, others may have the opposite effect. The
level and enforcemeni of minimum wage regu-
lations. for instance. may have a positive effect
on poverly but may aggravate the unemploy-
ment situation considerably. According to one
estimate, percentage of poverty is six limes that
of unemployment suggesting that “unemploy-
ment explains only a small part of the incidence
of poverty in the pockets of extreme poverty in
India”s. Povertv. for the other part., mav be
seen to result not so much from unemployment
per se as from unremunerative employment. All
these factors render the association between un-
employment and poverty quite complex.

Income and Living Standards

2.13 Related to these questions of unemploy-
ment and poverty, and of equal importance to
any strategy that attempts to benefit the rural
labour, are those pertaining to income and
entitlement that this employment yields. While
income is associated with the nature of emplov-
ment (so that regular wage work generally
yields more than casual work), it hag also to do
with the macro-economic situation. Recent in-
dications in this regard point towards stagna-
tion, and in some areas deterioration, in real
wages of the rural labour: a phenomenon that
has been termed as pauperization of the labour
force.

214 The need is also for such a strategy to
address issues of the living and working condi-
tions of rural labour. Since a large number of
them fall in the area of intersection hetween
poverty, illiteracy, unemployment, their situa-
tion may. to a large extent. be seen as a func-
tion of the access to social services such as
education. health and nutrition. While there
may be divergence between the mnature of such
services demanded and suoplied in the rural
areas, the mismatch is expressed more vehe-
mently in the case of the landless groups.

215 Among these sections, studies have re-
vealed that. female workers are discriminated
against in terms of availability of work, number
nf hours of work and wages as well as access
to basic services. On all these counts, the plight
of riural workers i« worse in the eastern and the
central resions of the coruntrv, than in other
regions  The gravitv of this sitvation needs to
he fully appreriated. What is implies is not
onlv <o menv ‘was*ed lives’ in the rural house-
hold. hut also the pernettiation of a svstem such
that the coming generation of rural workers

uree, Chapter 3, Industrial Credit and Inv-c<tment

6_(1983), Wage-Employment Relations in Dzveloping Countries, IndianJournal of Lahour Economics, Vol. XXV No. 4,



will continue to suffer from the same socio-
economic and environmental handicaps.

2.16 Left to themselves these inequitable
tendencies are likely to worsen. These trends
have to be reversed, and, in the meanwhile,

work has to be provided to a sizeable number
of existing unemployed rural workers. These
goals can be achieved only by creating employ-
ment opportunities in adequate measures and
through strategies sensitive to the above ten-
dencies.
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2.17 In a country like India, although economic
planning is not very c¢mprehensive and the role
of private initiative in generating employment
and incomes is predominant, yet the Plans—
particalarly the National Five Year Plans—pro-
vide direction to, and to a large extent control
the momentum of, economic activities. It is
important, therefore, 10 understand the logic of
the Plan, the strategies followed, policies pur-
sued and the processes unleashed. These are
the tasks to whicr she following chapters are
addressed.
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EMPLOYMENT OBJECTIVE AND STRATEGIES IN THE SUCCESSIVE PLANS

3.1 Employment has been an important concern
of planning in India. However the way this
concern has been expressed in the Plan models
and taken care of through employment strategies
in developmental schemes has differed from Plan
to Plan

3.2 Planning models provide a framework of
working out consistent relationship between
macro-variables and between various industries
and services, given certain objectives, exogen-
ously determined. There may be a single or
multiple objectives, such as growth rate of GDP.
consumption levels, income distribution, employ-
ment growth or growth of exports, etc. Employ-
ment implications of the growth can be worked
ouf from the model, even if employment is not
an exogenously determined explicit objective.
1f employment is an explicit objective it can drive
the growth and its pattern in g particular direc-
tion. The latter is, evidently, a more desirable
situation from the point of view of employment.
In the following paragraphs an attempt is made
to study the economic models of Indian plans
in order to report on the basic logic and under-
lying assumptions regarding labour absorption
in the economy with special reference to rural
labour

3.3 Even though a concern for the problem of
unemplovment and an objective of providing
gainful employment to the available and growing
manpower may have been g permanent feature
of all the FYPs, It is natural that this was but
one of several objectives, the relative importance
of which would have varied across FYPs. How
the plan objectives got translated into strategies
for employment generation would have evidently
been affected by these fluctuations and is also
examined in this chapter,

3.4 The purpose of this chapter, in short, is to
review as to (a) how the employment objective
has been incorporated in the plan models and (b)
what employment strategies by way of schemes
and programmes have been followed in different
Plans. The coverage is from First to Seventh
Five Year Plans (FYP) with the exclusion of
Annual Plans in the interim periods

The First FYP (April, 1951—March, 1956)

3.5 The basic objective of the plan was to
achieve as high a rate of economic growth as

possible in terms of an increased national income
(total or per-capita) over a period of time. As a
first step towards developing a suitable frame-
work for projecting the growth of national in-
come, three important parameters were identi-
fied. These were:

(i) growth of population;

(ii) capital output ratio; and

(iii) programme of investment, which is in-
fluenced by

(a) propensity to save and

(b) volume of unutilized human and
material resources that can be used
for direct investment.

3.6 The essential operational aspect of the
model that was developed was to project the
investment (or saving) required for the national
economy to achieve a certain percentage increase
in national (or per-capita) income over a period
of time, taking the technology (capital/output
ratio) and the rate of population growth as
given

3.7 On the issue of employment, the First FYP
had recognised two aspects without referring
separately to rural (agricultural) or non-rural
(non-agricultural) employment. First, the need
to make the maximum use of idle labour for the
purpose of development. Note that this was not
so much a question of providing employment at
existing or higher real wages but one of effec-
tively mobilizing all the available resources at
minimum social cost. Second, the necessity of
increasing the porductivey of labour so that
larger employment could be provided at rising
levels of income. This was obviously linked to
the whole question of capital accumulation an¢
technical etficiency.

3.8 However, the First FYP in essence em-
phasized only the latter aspect for the following
reasons. For one, the First FYP was explicit in
recognising that “development is but another
name for employment opportunities”. That is to
say, larger the increase in national output,
greater would be demand for labour especially
if care was taken to adopt labour-intensive pro-
cesses to the maximum extent possible. Thus, the
projected higher economic growth during the
first plan period and beyond was presumed to
gradually take care of absorbing the available
and growing manpower.
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3.9 As another, employment was regarded as
an opjeculve 10 pe acieveu In the iong-run;

Frovision of work opportunities on a scale
adegqudie 10 Tue couniry s siwdation 1s a
long-term undertaxkiug--. lack ot capital
being ine criiucal element 1 ecouunud
devewpuent, once  wlvesument: a:d
tecunowgical aevelopment  ldge pldce
on an aueguale scdie, ulere would pe
greawer cap-id: I0L1dllON and oupuy
Wulla Isse. It would then pecome 0s510.¢
1o reuuce uaemployment and unqger-
employment.

3.10 In the snort-run, limits to employment
generduon were séen (o be .mposed by coustraints
on 1nvesiuple resources (e.g. suoritage ot lana and
Capuial equupineni) on tne one nana. Un the
OLLEr, 1L Was Loughy thal 10 the 11 [:a. Stages Of
deveiwpment, new.y mooilized lapour wousd not
be apie 10 conuipule s gaucanily 1o total ouiput
and, tnererore, larger ruvney icomes woula tend
to exert pressure on avaudple suppues or goods
ana services, anu cause sectional iises in prices,
Sucn as oI I1oougralns. ilus, a progcamme o1 tull
€mpioyment, uesigned primaruiy uo put to work
ail .aie lapour was expecied not to pe successtul
on account of 1nIatondry tendencies:

In the suort peciod, because of the conflict
bewween employment and aeveiopment,
accepiance ol ruil employment as an lm-
meulate objectlve entails risks of infla-
tion and continued low proauct.vity
within the economy.

3.11 In sum, empioyment was seen more as an
ouicome of development t.e., a coroiuary to eco-
nomic growth, rawner than as a direct objective,
whlch woula fasn.on deveiopmental erorts,

The straiegy for expanding work opportunilies
dur.ng the Firsi Plan was contained in a specia.
eleven point programme iniroduced in 1Y04. 1t
was posited that construction of major and
minor —1rrigation works anua power projects
would be one major source of employment gene-
rauon during the period. Increased area unaer
cultivat.on and irrigation (owing among otner
things to land re:zlamation schemes) was expect-
ed to generate considerable employment. Spe-
cial programmes formulated to suppport 12 vill-
age industries were expected to yield similar
results,

The Second FYP (1956—61)

3.12 The Second Plan laid down its basic ap-
broach in terms of a ‘socialist pattern of society’
(or growth with social justice) which essential-
ly meant that the criterion for determining eco-
nomic activities such as production, consump-
tion, investment etc. “must not be private pro-
fit but social gain, and that the pattern of
development and the structure of soc.o-economic
relations should be so planned that they result
not only in appreciable increases in national
income and employment but also in greater
equality in income and wealth” (p. 22)

3.13 In order to design effective plan strategies
such as allocation of resources, setting plan

5 Lab.—S5.
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targets etc., the Second Plan set out four

mnter-related objectives within the basic approach

stated above. These were:
i. a sizeable increase in national income so as
to raise the level of living 1n the ccuntry.

ii. rapid industrialization with particular em-
phasis on the development of basic and
heavy industries;

iii. a large expansion of employment opportu-
nities; and

iv. reduction  of inequalities in  income and
wealth and a more even distributicn of
economic power,

—

3.14 In respect of its main lask of securing an
increase in national income by about 25 percent
over the five years, the Second Plan was intended
to carry forward and accelerate the process of
development initiated in the First Plan period.

3.15 On the other hand, there was a clear shift
in priorities, as compared to_the: First Plgn with
a larger accent on industrialization, especially on
heavy industries. A priority in the allocation of
public sector resource allocation to 1mvestment
rather than consumer goods (or industries produ-
cing these) was justified as a long run devglopi
ment strategy aimed at higher growth of natlorﬁa
income. Such a strategy was an outcome of the
two-sector model of P.C. Mahalanobis.

3.16 However, the Second P}an’s short-term
growth targets with regard to income and ell{rnpg
loyment could be explained in the framewor %
Mahalanobis’ four-sector model of investment al-
location. The Plan explicitly recognized that in
a couatry with relative abundance of manpowei
and the prevailing high rates of unerrgploymen1
and underemployment (especially in rura
areas), expansion of employment an_d a})sorptu_)tn
of 'abour becomes an important objective in It-

self.

3.17 But, even though employment was rega}f-
ded as one of the four basic objectives of the
Plan, the constraints to absorption of labour were
appreciated and underscored. It was .stated, for
instance, that “the question of increasing employ-
ment opportunities cannot be v1eweq sepa_rately
from programmes of investment envisaged In the
Plan”, and that although “expansion of empl‘oy-
ment opportunities is an objectives which claims
high priority, but it is important to stress the fact
that over a period, the volume of employment
grows only as the supply of tools and equlpmen"f
..... and of the wage goods .... is expanded

(p. 27).

3.18 In evolving a strategy, the issue of “choice
of technique” angd its implications for employ-
ment generation were clearly a}ppr.ecmtegi. The
Plan proposed higher productivity in agriculture
and construction through mechanization. I’g a_lso
proposed setting up heavy machine building
(nvestment goods) industries which were less
labour intensive. While these were to create con-
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ditions. for fasier growth of employment in the
long rug, 11 was supusated, inag in e snolt run
lavour could ve dwsuLped UN lue Proauyciton oL
Wage gouus uliougl idboUy Lulensive tecnilgues.

3.1Y Giowth or widely dispersed empioyment
generaung acuvues wag eunvisdged. 1t was 1elt
that 0 view O ufe ¢Onpl.Canon wat were LiKety
to arise witn tne movement of a iarge numper of
WOIKErs across reg.ons, ine prooiem ot unemploy-
nent was betier aealt by bring.ng gainiui work
to tne doors or tne peopie, Viilage and small mn-
dusiries wnlch provided consumer goous were
seen to oiter scope for higner iapour absorption.
s-onsequesttly, not only were larger financ.ai pro-
vi»10N> Hiaue 1or suca lnaustries put the des.rabi-
Iity ot in.reasing tneir productivily was also stre-
ssed:

Increased outlays on village and small indus-
tries couid counter the effects of capital
intensive development, which entails long
gestation periods, through provision of
adequate supplies of consumer goods and
mauntenance of employment,

The Third FYP (1961-65)

3.20 Taking into account the development ex-
perience of the preceding Plan, the following
auns tor growth ang employment were set out
for the Third Plan period.

i. to secure a rise in national income of over
5 per cent annum, the pattern of invest-
ment being designed to sustain this rate
of growth during subsequent Pian
periods.

ii. to utilize to the fullest extent possible, the
manpower resources of the country, and
to ensure a substantial expansion in em-
ployment opportunities.

3.21 The Third Plan targeted a sustained growth
of national income by 5 per cent per annum over
the Plan period. Given the assumption of popula-
tion growth (at the Second Plan rate) of 1.2 per
cent, the Plan target implied only a 4 per cent
annum increase in national income, In view of a
higher rate of population growth projected from
the start of the Third Plan (by about 2 per cent
per annum), the Third Plan had to achieve per
capita growth of about 6 per cent per annum.

3.22 T:e Third Plan noted the size and ur-
gency of the unemployment problem and the in-
adequate progress made in the previous two
Plans. It tacitly recognised that a high rate of
population growth could possibly worsen the pre-
vailing low incomes (therefore low consumption
and savings), low investment and high unemploy-
ment trap in rural India. Thus stabilizing popula-
tion growth was regarded as an essential element
In a strategy of economic development of arres-
ting the worsening of unemployment situation.

Ry

3.23 It was stated that “full utilization of man-
power resources can be aciueveq arter a consi-
deraple period of aeveiopment...{and that)....
expansion oI empioyment opporiunitles comimer-
Suraile witn the lncrease 1n 1apour 1oree over the
Plan penod 1s conceived as one of the principal
alms or tne turd rian’ (p. 1o4). 'L'nus 1uuy uilli-
Zauon O MAENpPower 1n rural areds witnout any
sector/regiwon spec:City) was empnasized as a
long-ierm strawegy and the tnrust in tne unmedi-
ate Iuture was on aosorping persons enteing
the lapour force dauring the r'ian period,

@ e

3.24 A mathematical model, developed by S.
Chakravarty, diviued the nauonal economy'into
agrieuliure ang non-agriculture in terms oif con-
sumpuon ang pioaucuon Iuncuons with pullt in
tax-uscal mecowanism. ‘"l'akiug tue size anu pat-
tern of 1nvesiment during wue Lnird fian, an
esumated 3.0 nmuii.on people were expecied 10 pe
apsorned I agricuiture and V.5 miiuon outside
agriculture.

J

3.25 The strategy adopted was based on a dis-
trict-specinc recogmuon oi tne unemployment
propnlem and formuiation of district ievel prog-
rammes for agricuitural development, viuage 1n-
dustries, strenginemung of rural intrasiructure
and ruial eleciriication to generate empioyment
1n districts wnere tne problem of unemp.cyment
Wwas more acute. Utiuzat.on of rural unempioyed
(and underemployea) was to be tackled through:

~— measures aimed at increasing the production
(income/output through the provision  of
agricultural inputs such as fertilizers, credit
ete.;

— measures aimed at increasing the consump-
tion standards such as supply of drinking
water, construction of schools and roads etc.;
and,

— investment on infrastructure such as irriga-
tion, power, credit facilities etc,;

3.26 The Third Plan made specific reterence to
measures for gainful employment for unskilled
and semi-skilled rural manpower in  projects
such ag irrigation and flood control, land recla-
mation schemes ete, which provide maximum
employment to these labourers.

3.27 It was also recognized that realization of
the full employment potential of the Plan
through the development processes released by
the Plan would have to be accompanied by spe-
cial employment programmes to cover the resi-
dual employment gap. To that end, proposals
were put forth for Rural Works Programmes to
cover the 1esidual unemployment that could not
be provided for by the normal Plan programmes
For a variety of reasons, practical action in this
regard was taken on a very limited scale.

6. Dnotailed treatment of the model is b2yond the scope of our main purpose but may be seen in Paul N. Rosenstein Rodan(cd)
Cuital Rarniioa and Besnonic Divelopment, George Alled and Unwin Ltd., London, 1964,



The Fourth FYP (1969-1974)

3.28 In normal circumstances, the Fourth Plan
should have commenced working from the year
1966-67. However, duc to unforseen economic
and political conditions, three annual plans were
initiated for the years 1966-67, 1967-68 and 1968-
69, all of which could be regarded as extension
of the budget to the whole national economy.
Consequently, the Fourth Plan covered a period
from 1969 to 1974.

329 In general, growth with stability and a
move towards self-reliance as speedily as possi-
ble were stated to be the major objectivs of the
Fourth Plan.

“The most notabhle lesson (from earlier
plans) is that the current tempo of eco-
nomic activity is insufficient to  provide
productive employment to all...The con-
tinuity of even this moderate rate of
growth is likely to be threatened if ins-
tability emerges because of weaknesg on
the food front and too great a depend-
ence on foreign aid....It is proposed to
introduce safeguards against fluctuations
of agricultural production as well as the
uncertainties of foreign and in the pe-
riod of the Fourth Plan” (para 1.30).

3.30 The basic approach of the Fourth Plan
towards employment was that productive job
oportunities would increase as development pro-
grammes visualised in the plan got implement-
ed. Perhaps in view of this the Fouth Plan
model became an exercise exclusively in invest-
ment planning with its ramifications for rural
employment generation remaining implicit.
In order to bring out more explicity the under.
lying logic of the plan formulation and, in parti-
cu'ar, the calculations which had gone into bu’ld-
ing up an internally consistent picture of physical
targets, investments, savings and balance of pay-
ments, the Fourth Plan modelling exercises (pre-
pared by the Perspective Planning Division of
the Planning Commission) comprised:

(i) a macro model for national income pro-
jection in terms of output estimates of a
large number of aggregate sectors; and

(ii) an inter-industry model with 77 sectors
for checking and setting up a consistent
set of tarsets for the vear 1975-7T6 within
the boundary set by the macro model.

1t should be emphasised however. that neither
the macro-mode’ nor the inter-industry one had
explicit treatment of emvloyment generation
within its lechnical framework.

3.31 The Plan strategv was to maintain intact
the main thrust in favour of development of
heavy and machine-building industries and to
rely on agriculture and allied developments
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under the Plan for employment generaiion. In
addition, it was expected that the investment in
agriculture and other infrastructure wh ch had
been made earlier would promote economic
activity and generate demand for labour. Thus,
irrigation expansion wag expected to lead to
higher agricultural output. Capital goods indus-
tries would enable resumption of industrial
expansion. And  growth in agriculture and
industrial sectors would generate demand for
labour in the tertiary sectors. Gaps in employ-
ment were to be removed by special schemes.

3.32 On the one hand, therefore, the Plan
emphasized labour intensive programmes
through  development of agriculture, rural
infrastructure  including communication and
transport links, rural electrification, rural indus-
tries, housing ete. for increasing direct and
indirect employment opportunities in rural
areas. A region specific policy seems to have
emerged in this regard.

hand, it envisaged a Crash
Schemes for Rural Emp'oyment (CSRE). A
rural works programme for 40 chronically
drought prone districts with an outlay of Rs. 100
crores was confemplated to provide employment
in such areas. Some other special schemes
launched during the plan to provide for increas-
ing employment opportunities in rural areas
were: the Pilot Intensive Rural Emp’'oyment
Programme (PIREP), a guarantee scheme which
aimed at providing unskilled manual work to all
able bodied persons looking for employment;
the Integrated Area Development Scheme for
small farmers and agricultural labourers.

3.33 On data base, the Fourth Plan suggested
that rather than unidimensiona’ estimates of
employment, the problem should be studied ac-
cording to such characteristics as region, sex,
age, rural-urban residence, status or class of
worker and education attainment.

The Fifth FYP (1974—79)

On the other

3.34 Removal of poverty and attainment of
economic self-reliance were the maijor obiectives
of the F5fth FYP. The former obiective entailed
that by the final vear of the plan practically
nobody in the countrv would have a consumotion
level be'ow a certain minimum and that inequa-
lity in distribution of consumntion would be
reduced by a cretain stipulated degree (expres-
sed in terms of change in Lawrence ratios). The
1stter obiective invo'ved elimination of all special
forms of external assistance.

3.35 The structure of the Fifth Plan model
was different from that of the Fourth Plan in
as much as it incornorated a consumvtion model
and made provisions for endosennus estimates of
imnort reanirements and nrivate consumntion in
the final demand  vectnr of the innut-output
matrix. However, like the Fourth Plan model,
the Fifth Plan too had no explicit freatment of
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employment generation and/or projection within
its technieal framework.

3.36 With regard to providing adequate and
increasing employment opportunities through
development programmes, the Fifth Plan aptly
recognised that “the basic objective of any deve-
lopment plan must always be the provision of an
adequate living standard for all people in the
counfry and a mere achievement of an increased
average per capita income (or economic growth)
cannot by itself help in the achievement of this
objective unless there ig a reasonable assurance
of suitable employment to every citizen who has
the capacity of being gainfuly employed’ In
other words, the principal economic instrument
that could be deployed for raising the consump-
tion levels, say of the target population, was the
creation of additional employment opporiunities.
Thus, the Fifth Plan markel a change in policy
objective from a simple economic growth-cum-
employment to redistributive growth-cum-
employment by underlining the inter-relation-
ships between poverty, unemployment and
inequality. Tnasmuch as it viewed employment
generation as a part of the larger strategy for
redistribution of incomes, it marked a watershed.

3.37 Since populations belonging to backward
areas and backward classes made up a large
proportion of those in the lower income deciles,
special schemes were provided in the agricultural
plan for drought-prone areas and for small
farmers, marginal farmers and agricultural
labourers. Some of the special schemes for
rural development, having substantial emp’oy-
ment potential and within the framework of IRD
programmes included Small Farmers Develop-
ment Agency (SFDA), the Marginal Farmers
and Agricultural Labour (MFAL) and Drought
Prone Area Programme (DPAP)

The Fifth Plan clearly ruled out inter-sectoral
transfer of labour at the prevailing rate of
industrialization, as a remedial measure towards
rural unemployment and underemgployment.
Hence, available and growing surplug rural
labour had to be provided with ful'er emvloy-
ment within agriculture. There was, thus, a
call for increasing the contribution of small and
marginal farmers in agricultural output, and
implementation of land reforms legislation and
improvement in  tenurial  conditions. Rural
industries, especially handlooms, were to  be
supported by marketing, credit and input facili-
ties. Besides, an increased investment for rural
development programmes was expected  to
generate considerable new  wage-employment
opportunities,

3.38 The Plan did suggest, however, that pro-
vision of employment was not an end in itself.
Erosion of investible resources was to be preven-
ted so as to create capital which could sustain a
higher level of living for a'l concerned. Besides,

betler ut:lization of industrial capacities in the
capital intensive industries by multiple shift
working was envisaged, In construction sector
an increase in labour intensity was suggested,

The Sixth FYP (1980—85)

339 The major objectives of the plan included:
(i) a significant step up in the rate of
growth of the economy;

(i) a progressive reduct'on in the incidence
of poverty and unemployment;

{(lii) improv'ng the qualily of life of the
peop’e in the nation through a minimura
needs programme at nationally accepted
standards, etc.

340 In the area of employment, the Sixth Plan
had set two goals:

—reducing underemployment by increasing
the rate of growth of gainfully employed;
and

—reducing unemployment on the basis of
usual status or open unemployment (i.e.
activity status ag determined with reference
to a longer period than a day or a week).

In order to assess the nature and extent of the
problem and to develop corresponding program-
mes to tackle them, a measure for determining
the number of full time employed was attempted
by constructing a statistical index of standard
person years (SPY), accord'ng to SPY, any
person working 8 hours a day for 273 days of
the year was regarded as employed.

3.41 In determining the employmenti potential
of agricultural sector statistically, emiployment
was related as a  fixed coefficient of land, the
major input. This employment rorm per
hectare of gross cropped area was estab'ished
separately for HYV and local vaiieties, irrigated
and unirrigated areas under each crop usng the
same cropping pattern as used for the estimation
of production of agricultural commodities.

3.42 On the basis of the above, the increase in
employment was estimated to be 385.27 mi'lion
SPY in 1984-85 as against 72.18 m'llion SPY in
1979-80. These estimates took into account
special employment generation programmes in
the Plan such as National Rural Employment
Programme, Integrated Rural Development Pro-
gramme, Operation Flood II, Small Farmers
Deve'opment  Agenices, Village and Small
Industries Sector ete

3.43 In its technical model, the Sixth P'an at-
tempted to integrate both the Harrod-Domar
and the input-out approaches of the Fourth and
Fifh Plans in a demand-supply framework. For
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this purpose, an invesment planning model was
developed and integrated to the input-output sys-
tem. By this, the demand-supply balances for
all sectors were checked over time, Further,
the problems of balancing the demand and sup-
ply were tackied not only in the commeodity and
services market but also in the markets dealing
with primary inputs like labour, capital and
other important non-renewable resources of the
country. In doing so, the Sixth Plan explicity
incorporated employment into its technical
model. This was a distinctive and imnortant as-
pect of the Sixth Plan.

3.44 The strategy adopted in the Sixth Plin
consisted essentially of moving simultaneousiy
to strengthen the infrastructure for both agri-
culture and industry so as to create conditions
for an accelerated growth in investments, out-
put and exports.

3.45 The attempt was also to proviae, through
special programmes designed for the purpose,
increased opportunities for employment
especially in rural areas and the wunorganized
sector and meet the minimum basic needs of the
people. Thus, the role of special employment
oriented programmes such as NREF, IRDP, Ope-
ration Flood, Fisheries Development, MNP,
TRYSEM, and Employment Guarantee Scheme
in the states were recognised and emphasized as
a part of the strategy for tackling unemploy-

ment. . :

The Seventh FYP (1985—80)

3.46 The Seventh Plan adopted three basic
objectives: food, work and productivity. For
achieving the same, the strategies chosen were:

i. a faster growth of agriculture in the East-
ern Region having a large percentage of
small and marginal farmers, a high in-
cidence of poverty, and labour-inten-
sive agriculture;

ii. a significantly high priority 1n invest-
ment allocation to human resource
development, infrastructure and science
and technology with their implications
for improvement in productivity and
technology.

3.47 Adopting the same methodology as in
the Sixth Plan, the employment estimates for
different sectors were obtained during the
Seventh Plan. For agriculture and allied sec-
tors, the employment projection for 1889-90 was
114.092 million SPY as against 96.108 million
SPY for 1984-85, i.e. an increase of 18.71 per-
cent during the Seventh Plan period.

The basic structure and working of the Seventh
Plan mode]l were the same as that of the Sixth
Plan. The input output model estimated the out-
put required to meet the aggregate demand of
the economy which is decomposed into inter-
mediate and final demand (private and public
consumption, public and private investments,

5 Lab.—6.

exports). In order to ensure feasibility of thesé
output levels, seven sub-models were used: agri-
culture, industry, consumption, poverty, export
and import, financial resources and demography
and employment. These sub-models were used to
ectimate supply potentialities of the different sec-
tors in the input-output model. For instance, the
employment sub-model estimated employment
generation implied by the plan activities based
on the output projections for non-agriculture
sectors in the core model and land allocation
made in the agriculture sub-model.

3.48 In formulating an employment strategy,
the Seventh Plan assigned a key role to the
growth of the agricultural sector since a steady
growth in agricultural production through the
expansion of irrigation, increase in cropping in-
tensity etc. could create a large volume of
additional employment owing to its high labour
absorptive capacity.

3.49 In additiion to sectoral investments which
would result in an expansion of employment opp-
ortunities through the process of growth over the
plan period, the operation of several important
employment/beneficiary oriented programmes
such as National Rural Employment Programmes
(NREP), Integrated Rural Development Prog-
ramme (IRDP), Rural Landless Employment
Guarantee Programme (RLEGP), the Training
of Rural Youth for Self Employment (TRY-
SEM) etc. was also to be continued during the
Seventh Plan.

3.50 In other words, the strategy was designed
to raise the rate of growth as well as increase
income and purchasing power of the weaker
segments of the population, especially rural un-
organized labour (such as landless labourers,
small and marginal farmers, share croppers etc.)
and thereby provide the demand support to the
growth process.

Concluding Observations

3.51 It is apparent from the above discussion
that the Indian plan modelling exercises have
evlioved from an aggregative, few sector, supply-
demand equilibrium models of First and Second
Plan to detailed inter-sectoral, inter-temporal
analytical models which can simultaneously
treat both demand and supply and their inter-
actions between sectors and time since the
Fourth Plan. These inter-sectoral models main-
ly belong to the basic framework of Leontieff’s
openistatic input-output model with each succes-
sive plan attempting to make the basic model
more “closed” by endogenising several compo-
nents in the final demand sector,

3.52 The “employment” objective has been
incorporated in the )technical framework of
recent plans through g sub-model. In that form,
the model generates employment estimates (in
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terms of standard person years) after the sec-
toral rates of growth have been settled through
the model on consistency consideration. The em-
ployment objective itself does not influence the
pattern of growth as a part of the model. It may
be mentioned, in this context, that a model has
its own limitations, mainly arising out of the
level of aggregation that is unavoidable, For
example, the plan model does not have alterna-
tive techniques (alternative input vectors) for
producing the same commodity and hence can-
not choose between more employment generating
and less employment generating modes of pro-
duction. Simiarly, on the pattern of growth, the
model is constrained by consistency require-
ments.

3.53 But the need to endogenise the employ-
ment objective in the model may be obviated on
two counts. First, certain strategic decisions
with respect to choice of technology, encourage-
ment to certain type of industries etc., are taken
with a very deliberate bias in favour of employ-
ment. Encouragement to Khadj and village in-
dustries through fiscal measures and subsidies is
a case in point. Second, specific schemes and
programmes are taken up for generating emp-
loyment. The whole gamut of schemes under
‘rural development programme’ have been taken
up to generate more of rural employment. I.
short, the Plan may have a significant employ-

ment concern and strategy, though the model
may not incorporate it.

3.54 A review of strategies suggests that the
modalities of tackling the unemployment prob-
lem seem to have undergone changes over time
consequent upon improvements in the method of
measuring and defining the problem. In the ear-
lier Plans, the data for measuring employment
was limited. Consequently or otherwise, un-
employment among the educated (or the organi-
zed sector) was accorded greater attention in
those Plans. In the latter Plans, employment
has been dealt with in termg of characteristics
such as sex, age, rural-urban residence, status/
class of worker and the emphasis has shifted to

unemployment amongst the weaker sections of
the population,

3.55 Over the years, the strategy has shifted
gradually from one in which employment was
percewved as being generated by various plan
projects and employment generation estimates
were linked to investments made, to one in
which output growth was seen as generating
employment. However, the magnitude and st-
ructure of output growth has not been able to
narrow the gap between increases in employ-
ment and labour force. Consequently, reliance
on growth (of output) tor employment
generation has reduced over the ycars.
‘This is evident from the fact that, whereas there
were no ‘direct employment generation (Spe-
cial) schemes’ in the earlier Plans, the later plans
witnessed formulation of several special employ-
ment generation programmes specificallly tor
rural surplus manpower. This was, in a sense, a
recognition of the inapplicability of general eco-
nomic development models (and their resource
allocation strategies) to meet the employment
generation objective in a developing country
like India,

3.56 In short, the evolution seems to be from a
straegy in which plan investments were expec-
ted to provide direct employment, t0 one in
which output growth and direct employment
generation programmes are both expected  to
play an important role.

3.57 The direct employment generation prog-
rammes have sought to provide employment to
the less privileged as a part of the strategy of
income distributior in the latter Plans, These
special schemes have assumed importance spe-
cially since the Sixth Plan. Programmes such as
NREP, RLEGP and IRDP which were rcferred
to in the earlier plans have witnessed an increas-
ing share of the plan outlay.

3.58 It may be mentioned, however, that prog-
rammes for Social Services (education, health,
housing, water supply, family welfare, backward
class development, etc.) have continued to com-
mand 12 to 14 per cent of total outlays through
the Plans. Although the direct employment
benefits of these programmes may not he as
high but these do provide some support for
consumption of the people who are not able to

derive adequate income through gainful emp-
loyment. '
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EMPLOYMENT THRUSTS IN BY-PASSED REGIONS AND FOR MARGINALISED
GROUPS

4.1 An avowed aim of development policy in
India is to ensure that the gains of econcmic
growth are equilably disiributed across regions
and across social-groups. Regional disparities
have been a matter of great concern to policy
makers and planners and this concern has figur-
ed in locational decisions with respect to major
investment projects. One of the enduring ways
in which this problem of regional disparities has
been addressed is through the mechanism  of
resource transfer to the states. Attempts have
also been made to tune such transfers in favour
of states with high poverty ratios and thereby
to ensure special atiention to marginalised sec-
tions.

4.2 Although it is recognised that ultimately
the growth processes have to mitigate the pro-
blem of regional and social disparities through a
spread of productive employment opportunities,
it is also felt that in the interim, supplemental
action is necessary to provide employment op-
vortunities especially for social groups and re-
giong marginalised by these processes, This sup-
plemental action has taken the form of special
employment schemes,

4.3 The present chapter attempts to review the
experience of providing employment for specific
target-groups and of incorporating area specifici-
ties. On the one hand, mechanisms for provid-
ing resources to the states are examined. by
providing support to planning at the slate level
these mechanisms may be expected to facilitate
the incorporation of regional specificities in the
planning process. On the other hand a review of
special schemeg is undertaken — What has been
the coverage of these special schemes? What
have been their achievements?  What are the
lessons these provide for future strategy? Are
some of the issues addressed in this regard.

Mechanisms for providing resources to the states

4.4 As is well-known, resources to the stafes
are currently provided through the following
mechanisms:

Statutory transfers; Statutory in as much as
these are provided for in the Constitu-
tion, these transfers are made on the re-
commendationg of the TFinance Com-
mission (set up every five vears) and
take the form of tax-sharing and Grants-
in-aid.

Discreticnary transfers; Recommended and
operated by the Planning Commission
(hence also referred to as Planning Com-
mission transfers) and ratified by the
National Development Council, these
take the form of Central assistance for
State Plans and include assistance for
Central and Centrally Sponsored Sche-
mes (C/CSS).

A small part of these transfers is determined
by the Central Ministries (therefore also known
as ‘Other transfers’) with the approval of the
Finance Ministry and canalised through the lat-
ter. This typically covers assistance for coping
with natural calamities.

45 There are two kinds of issues vis-a-vis
these transfers. One set of issues pertain to
vertical equity. These include. on the one hand,
questions concerning Central ‘charge’ on total
resources. On the other hand, are included
questions of the quantum of transfer and its ade-
quacy in view of the states’ assertion of a narrow
and relatively inelastic tax-base and increasingly
obligations. In the case of the Finance Commis-
sion transfers, for instance, there has been a
slowing of growth of revenue from income tax
and union excise duties. This trend not only
implies a lesser share of the tax revennes (which
are known to be socially and regionally progres-
sive), but also a reduction in the shareable part
of the tax-revenue. However, our concern here
is not so much with the magnitude of transfers
from the Centre to the states as with the distri-
hution of the states’ share amongst them. Speci-
fically, how the mechanisms for distribution bet-
ween states ensure svecial attention to backward
regions would be of immediate relevance here.

4.6 It is in this context, that the second set of
issues pertaining to horizontal equitv of transfers,
mav be regarded as more relevant for our pre-
sent purvose. What are the norms. criteria
or formulae used to effect inter-state sharing of
resources? Do these bring about distribution in
9 manner that is not only eauitable but that also
attempts to reduce disrarities? Tn the Finance
Commission transfers. for instance the criteria
that have evolved take confribution of the state
as a basis for sharing of 10 per rent of the net
collection, from income tav. The inequitv of
this criteria is evident and this to some extent

B—13



erodes the otherwise progressive nature of Fin-
ance Commission awards. In the case of Plan-
ning Commission transfers, some of the com-
ponents are based on pre-determined criteria but
a large part of the assistance is determined on
the basis of modified Gadgil formula. While
predetermined allocations do benefit some of the
backward areas, it is difficult to come to a
categorical conclusion with regard to vrogressive
nature (or otherwise) of the allocations under
the modified Gadgil formula, notwithstanding the
intense debate that is generated around it.

4 7 Table 4 provides the percentage share of
each type of transfer in the total. It is seen
that statutory transfers through the Finance
Commission account for 40 per cent of the total
transfers (from the Centre to the States) and
discretionary transfers for as much as 60 per cent.
This large share of discretionary transfers is re-
garded desirable in view of the limit to bend-
ing in favour of backward regions in a federal
set-up (that requires a consensus).

4.8 That the net result in terms of achieving
regional balance through an egalitarian bias in
the devolution of resources, or by infivencing
public and private investment decisions (through
licensing), has not been significant is indicated by
increasing regional disparties:

“In the early 1960s the per cavita income
(SDP) of the richer states like Punjab.
Maharashira and Gujarat was, on an
average. about 80 per cent higher than
the average per capita incoms of the
bottom four states i.e Bihar, Uttar Pra-
desh, Orissa and Madhva Pradesh. This
disparity has increased to 150 ner cent
in 1980s indicating clearlv that the deve-
loped States have been growing at a
much higher rate than the poorer
States.”?

Central and Centrally Sponsored Schemes

4.9 The strategy for achieving increases 1n
productive emwvlovment opvortinities and their
spread by managing sectoral and svatial resource
allocation has been suvvlemented bv program-
mes of direct infervention. This direct supvle-
mental action i< hoth an indication of limited
achievements of the growth processeg jn rela-
tion to the magnitude of the problem. and an
effort to contain the conseauent diccontent and
discord. Although forming a small nart of the
total resources transfer from the Centre to the
states. these special schemes are of vparticular
significance in view of the direct emnlcvment
entitlement that these provide in backward re-
gions and or to marginalised sections.
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4.10 To be sure, employment generation is nct
always the sole, primary or an explicit objective
of these schemes which definitionally pertain to
subjects in the State Iist.  Depending on their
thrust, these schemes may broadly be classified
as follows8:

a. Target-group oriented programmes: There
are two variants of these special schemes—in-
dividual-household-oriented and poverty-group-
oriented.

The former seeks to provide income and self-
employment through distribution of assets (IRDP
This is facilitated by loan/subsidy arrangements
and procurement of assets on the one hand, and
training for imparting or upgrading skill endow-
ment (TRYSEM) on the other. IRDP is the
biggest programme of this kind probably in the
whole of the developing world

The latter attempts to provide supvlemental
wage employment through public works. Ever
since the Third Five Year Plan, the problem of
persistent structural under-employment and open
unemployment of rural labour has been tackled,
inter alia, by special wage employment program-
mes. Rural Works Programme (RWP), Crash
Scheme for Rural Emplovment (CSEE), Pilot
Intensive Rural Employment Programme
(PIREP) (Food for Work (FFW). Maharashira
Emplovment Guarantee Scheme (EGS), National
Rural Employment Programme (NREP), Rozgar
Yojna (JRY) are all parts of a sequence of
special employment programmes that have been
introduced over the years.

b. Target-area oriented programmes: Special
area development schemes have been designed to
ameliorate adverse effects of hostile env'ronmen-
tal and climatic conditions in varticular regions.
For instance, the Desert Development Program-
me (DDP) covering the hot and cold deserts of
the country. is an area development programme
that attempts to augmen+ income and emplov-
ment of the inhabitants bv effecting imovrove-
ments in productivity of land. Similarly, the
Drought Prone Areas Progsramme (DPAP) is
desigred to augment incomes and emplovment,
onportunities in the short-run through activities
which would result in drought-proofing in the
long-run. The Hil' Area Development Pro-
gramme (HADP) and Western Ghats Develon-
ment Programme (WGDP) are some of the
other area development programmes.

c. Social-service oriented programmes. These
are schemes designed to vrovide to dehriyed
groupe (or residents of backward resion™ im-
nroved access to certain basic social services

7. Hanumantha Rao, C. H.(1988) “How can Centre-State financialrelations rewove regional itrbalance” Yojana, April 1=15 p. 17.

8. Bandyopadhaya, D. (19809) “Poverty Alleviation through Speciz! Envplc yment Prcgremmes in Rural T"d;‘f” in M. Ml’_}f;;;dayfd)
Th~ Tlysive Target : An Evaluation of Target-Group Approaches to Employment Creation in Rura) Asia. ILO-ARTET. New

D:'hi,
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such as health, nutrition, elementary education,
housing etc. The Minimum Needs programme
(MINP) or Indira Awas Yojana may said to be-
long here. Some of the wage-employment pro-
grammes which seek to counter erosion in real
purchasing power and maintain nutritional status
of rural labour through payments in kind (e.g.
Food For Work, NREP) may also be categorised
here,

4.11 These special schemes have 1ncreased
phenomenally in number since the late sixties
During the Sixth Plan period, the increase in
number was from 75 (1980-81) to 201 (1984-85).
The number went up to 262 in the Seventh Five
Year Plan. This rapid increase in numbe, has
been accompanied by increases in outlay which
went up from Rs. 1238 crores and Rs. 3004 crores
to Rs. 15,757 crores respectively. Two impli-
cations of the gbove observations are noteworthy.
On the one hand, it points to an increased reli-
ance on these special schemes. While this may
be due to their political appeal, it is probab-
ly also an indication of the gravity of the em-
ployment situation for the deprived sroups and
the aggravating conditions of backward regions.
On the other hand, a proliferation of schemes
may have a serious consequence of diluting the
efforts of implementing machinery. Given
that allocation for these schemes have increased
apace, such an increase in number may not for
upward revision of funding norms would sug-
gest even this to be true.

4.12 Although the coverage of special schemes
is generally selective and clearly favours regions
which are backward or have concentration i
poverty groups, it has been pointed oul that
where these schemes are not fully funded by the
Central government, the poorer states are discri-
minated against owing to their inability to pro-
vide matching grants. In other words, to the
extent there is insistence on matching grants
from states, these schemes can have a regressive
effect within the states covered.

4.13 Several evaluations of special program-
mes have been done by individual researchers,
research institutions, as well as by organizations
like the Programme Evaluation Organisation
(PEO) of the Planning Commission ond
NABARD. Notwithstanding the specific aspects
highlighted in thcse studies, there are some
general features which have been the subject of
comment in all of them. These are:

a. the schemes that are taken up under
such programmes are not identified and
formulated properly.

i. Selection of schemes raises problems
because of a lack of integration with
area plans (state|national) or sectoral
plans.

ii. On the other hand, projects selected
quite often have a long gestation
period well beyond the waiting capa-
city of the poor and unemployed.

b. there are distortions in implementation
of schemes because of,

i. difficulties 1 coordination and harmo-
nization within the administrative
structure which have vertical line
hierarchies but inadequate horizontal
linkages;

ii. an attitude of implementing officials
which may be traced to the genesis a!
such schemes in Famine relief works
during the British period. This has
the consequence of the schemes be-
ing, generally speaking, poorly plan-
ned in respect of their execution, pay-
ment of low wages more in the nature
of a ‘dole’, placing lower emphasis
on productivity and being on the
whole ad hoc in nature; and

iii. leakages and corruption at the field-
level.

¢ community or individual assets that are
created are either of a non-durable
nature or are not managed properly.
While lack of maintenance of communi-
ty assets is attributed to lack of mobi-
lization of local support and resources
for local plans, in the case of individu-
als it is ascribed to a limited retention
capacity of the beneficiaries. The net
result is that, over a period of time, the
depletion in assets so created overtakes
the additions made possible through ad-
ditional resource allocations. In other
words, the very sustainability of such
schemes hecomes doubtful.

4.14 Large number of special schemes and|or
an increasing reliance on these conflicts with
the objectives of decentralised planning, namely
strengthening the planning capacity at lower
levels and mechanisms for incorporating local
needs and aspirations in the planning process.
At the same time, it cannot also be denied that
these schemes serve to focus attention on speciai
problems of particular areas and|or social
groups. It is felt, however, thal there exists room
for reducing the number of these schemes with-
out impairing their direct employment creating
function. The latter would be possible, on the
one hand, by a judicious selection of projects
which maximizes employment creation. On the
other hand, this can be achieved by re-orienting
area development schemes to employment gen-
eration (At present, with the exception of tar-
get-oriented schemes, employment is an inci-
dental_ concern). To facilitate the above, the
need is alsec to work out the labour intensity
(labour-output ratio) of every project and to
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spell its implications for providing productive
employment,

4.15 The selection of a reduced number of
schemes can be tuned on the one hand to an
area development plan and local needs|aspira-
tions. Schemes pertaining to natural resourcs
management (land, water, forests etc.) may
readily be mentioned in this regard as having
the necessary area-specificity. On the other
hand, these schemes may be based on the char-
acteristics of particular segment of society
chosen as target-groups. For instance, growing
marginalisation of the peasantary would suggest
that future schemes should be oriented to the
non-farm sector

4,16 Selection of schemes would have implica-
tions for skill formation|upgradation. At pre-
sent, training under the TRYSEM programme
(or even at the Industrial Training Institutes)
is woefully inadequate. For self-employment
programmes, while technical training needs to
be qualitatively improved, there is also a need
to re-orient training so as to upgrade the en-
trepreneurial qualities of the beneficiaries. This
aspect of an entrepreneurial gap in self-employ-
ment schemes has received scant attention so
far. On public (wage-employment works) the
need is to reverse a situation wherein the de-
mand for skills does not depict any progression.
Only then can some human capital formation
said to have taken place. This aspect is related
to non-durable nature of assets created under
these schemes (discussed below).

4.17 In order that the resources expended on
direct employment schemes do not impair the
economy’s capacity for future job creation, it
is necessary that employment provided on
these schemes is productive i.e. it results in
physical capital formation. The latter can be ac-
complished first, by taking the productivity!
durability criteria as imperatives in selection
and execution of projects. A corollary to the
latter would be to ensure adequate remunera-
“ion for employment on such works. It is well-
known that violation of labour legislations
(particularly the Minimum Wage legislation)
1s not uncommon and that women workers are

discriminated against on such works. Second,
this would require that local people are involv-
ed in maintenance of assets so created. A pre-
requisite to such involvement is that the assets
created be perceived as meaningful by the local
populace. This brings us back to a judicious
selection of projects incorporating local needs
and aspirations.

4.18 Leakages have the undesirable conse-
quence of reducing employment generation
from schemes and providing lower remunera-
tion for work. In an obvious way, both these
impair the income transfer|poverty alleviation
function that the schemes are expected to play.
In a not so direct manner, this is also reflected
in lower productivity on such works. Hence the
urgent need to minimize leakages. One way in
which this can be accomplished would be
through greater transparency and more infor-
mation. Extensive information should be pro-
vided to the people regarding number and loca-
tion of projects, expected employment genera-
tion, wages to be paid, norms of work etc.

Concluding Observations

4.19 Since economically backward areas are
also regions of concentration of rural workers
below the poverty line, the need is to increase
plan expenditure in these areas. or at the very
least ensure that plan expenditure in these
areas is not below the national minimum. Sup-
plemental action through special employment
schemes has to be continued at least in the
foreseeable future. The need, however, is to
reduce the number of schemes and make
judiciously selected schemes more effective by
integrating them with local[sectoral plan, em-
phasizing physical and human capital formation
and by simultaneously addressing multiple
objectives through these schemes.

4.20 The need is also to go beyond schemes for
providing employment and simultaneously con-
centrate on providing back-up support to the
marginalised by schemes for providing mini-
mum needs. These protective measures could
take the form of a security-net, for instance
through health insurance,
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WAGE AND TECHNOLOGY POLICIES AND THE EMPLOYMENT OBJECTIVE

5.1 The Approach Paper to the Eighth Five
Year Plan (May 1990) has admatted that even
after four decades of planning, the lask of en-
suring full employment and even a moderate
standard of living of everyone remwins unfulfil-
led. The attainment of this basic iask must be
the central concern of development strategy in
the Nineties. Explaining the need for reorien-
tation of the plan to this task, it ha; underscor-
ed the fact that not only employment has
grown much slower than labour force, but real
wages also have persistently remained low and
even tleclined. a vast majority of wage labour-
ers, whether in rural areas or urban aress re-

mains untouched by minimum wages legisla-
tion because there is no instituiion through
which such labourers can seek such +ages.

Worse still, there has been a progressive decline
of employment in traditional indusiries which
have keen the source of livelihood for million
of rural people.

5.2 The main culprit that is usually singled
out for failure on the employment front is the
organised industrial sector which over the last
forty years has claimed massive investment re-
sources but has performed very miserably in
creating employment opportunities in relation
to the investment made,

5.3 However, it should be recognised that
agriculture has also not been able 1o absorb as
much labour as expected because while capital
investment in agriculture has grown over a
period, its productivity and labour absorption
has not kept pace. Land-based activilies which
can absorb labour force have praclically re-
mained stagnant. A traditional theoretical
framework (supported by historically observed
trends) would lead us to believe tliat the pro-
cess of industrialization would transform the
structure of an economy through (1) change in
structure of GNP in favour of indusirial sector,
and (2) changes in structure of labour force in
favour of industrial empolyment.

5.4 That the industrial growth in India failed
to bring about this transformation, was realised
as early as 1978 by the planners. This can be
seen by the following observation.

“Tt is a historically unique fact{ that over
the last six decennial censuses. in spite

of impressive developmenl of large
scale manufacturing and infrastruetural
sector, the share of agriculture in the
work force has not diminished at all. It
was 73 per cent in 1921, %3 per cent
again in 1961, and 73.8 per ~eul in 1971.
In almost all countries, economic deve-
lopment is associated with significant
decrease in this share Bui in India,
fairly rapid growth in non-agricultural
sector in the last 25 years of planned
development has completely failed 1o
make any hoticeable impact on the in-
dustrial distribution of working force.
The share of mining and manufacturing
in work force has stuck around 9 to i0
per cent and the share of the tertiary
sector around 16-18 per cen! of five de-
cades. The inference is clear. Employ-
ment growth in these sectors has been
insufficient to absorb an increasiag pro-
portion of the work force. Investment
and output have grown at a high rate
but the production wise and the techni-
gue wise have been so capital intensive
that the employment did not grow pari
passu. Between 1961 and 1976 for
example in the modern factory sector
investment increased 139 paer cent and
output 161 per cent but employment in-
creased by 71 per cent. Therefore, emp-
loyment per unit of gross output de-
creased by 34 per cent and employment
per unit of capital declined Ly 28 per
cent.”®

5.5 That the capital intensity in Indian eco-
nomy both in terms of output and employment
is growing is a fact well-established beyond any
doubt. The Incremental Capital Output Ratio
(ICOR) in agriculture which was 2.13 during
1951-52 to 1959-60 rose to 4.22 during 1570-71 to
1979-80 and declined to 3.17 during 1980-81 +to
1983-84. In the case of mining it increased from
259 in 1951-52 to 1959-60 to 9.99 in 1980-81 +to
1983-84. In manufacturing sector, the ICOR in-
creased from 4.47 in 1951-52 to 1959-60 to 8.20
in 1970-71 to 1979-80 and rose sharply to 14.36 in
1980-81 to 1983-84'°. The anxiety of the plan-
ners thus to increase the employmenti content

9. Draf , Five Year Plan, 1978-83, Government of India, Planning Comnuscicn, p. 82.

10. P. D). Ojha, Fconomic Times, Fcbruary 14, 1989,
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per unit of capital is understandable. Equally
important is the concern for the pcrovision of
adequate wages to those employed. I[n the next
two sections, we will comment on these two :s-
pects i.e. Wage policy and Technology policy.
The latter is undertaken through a case study
of Khadi and village industries

IT
Wage Policy

5.6 The task of creating fuller and productive
employment opportunities in the iaformsl sec-
tor becomes formidable when one remembers
that any emloyment target without reference to
specific wage-rate is meaningless. The mam ap-
prehension about the feasibility or empioyment
strategy arises then because of the possible con-
flict between the employment policy and wage
policy that would be acceptable to the labour. It
1s, in this context, that the complexity of the
situation increases and the need for a well-
thought wage-policy becomes paramount,

5.7 The Eighth Five Year Plan proposes to
introduce labour intensive technology in mass
consumption goods because the scope for adop-
tion of labour intensive technology appears
greater in the consumer goods sector than in
the capital goods sector. Even within consumer
goods industry, the technology-mix wi'l be dif-
ferent depending upon the availability of range
of technologies. This would entail a certain
degree of productivity differentials not only in-
ter-industry but intra-industry as well.

5.8 This is, of course, on the assumption that
the most important determinant of laboyr pro-
ductivity is the amount of capital employed per
unit of labour. This is by no means an invalid
assumption as virtually all empirical studies
have supported it, though they differ in respect
of whether labour producitvity rises propor-
tionately, more than proportionately or less
than proportionately to capital-intensity.

5.9 Thus a greater disparity in labour pro-
ductivity in these sectors would entail a greater
disparity in wages. While this might be the
logical outcome of the planned differential in
capital intensities, it would be difficult to make
labour, particularly organised labour to accept
it even though the policy is designed to generate
larger employment. In the last 35 years, what
has been witnessed is the impact of ‘demenstra-
tion effect’ of the ‘high wage island on wage
settlementg in various industries. Quite often
collective wage bargains take place in a state of
near-isolation from the general condition cf

employment market.

5.10 Some restraints on the wage levels in
highly capital intensive industries would thus,
be necessary if they are not to act as ‘polpters
to the claims for higher wages in labour-inten-
sive industries. If there is no firm wage policy
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in this respect, the adoption of labour-intensive
technology would not find favour with the en-
trepreneurs However, a comprehensive wage
mcome policy consistent with the objectives of
our planning has aiways remained an academic
exercise in our planning so far.

5.11 It may be said, without any fear of
contradiction, that the evolution of wage policy
in India is based on diverse ad-hoc considera-
tions. This was particularly true before the
National Commission on Labour was set up.
Unfortunately, even after the recommendations
of the Commission in this regard and periodical
reiterations by the Planning Commussion for an
appropriate wage income policy, nc such policy
has been formulated

5.12 The Commission had rightly poinied out
that 1n all countries ‘wage policy is a complex
and sensitive area of public policy’ and as such
it cannot be simple economic, as it has to reckon
with the realities of multi-dimensional social
phenomena, in which besides the worker and the
management, the consumer and the sociely at
large and in consequence the state are all vitally
interested. No principle of wage policy can ever
be applied in vacuum without regard to the
realities of a situation Wage policy has to be
pragmatic, though it does not follow that it has
to be unscientific and remain simply a matter
of expediency.

5.13 The Commuission recognised also that on
an overall plan, issues concerning wage policy
are inter-related with broader economic deci-
sion, on the one hand and on the other with the
goals set for social policy. Wage rates and diff-
erentials have functinal role in sustaining and
developing the structure of society and thus
merge with other elements of economic and so-
cial policy. In other words, the Commission vir-
tually identified wage-income policy with econo-
mic policy. No one would disagree with this
broad philosophical statement but such general
approach is no substitute for a well articulated
wage policy which takes into account the inter-
relationship between employment, wage rate,
productivity and choice of technology. The
conspicuous co-existence of mushrooming high-
wage islands in the organised sector on the one
hand and miserable conditions of labour in in-
formal urban and rural sectors (both farm and
non-farm) on the other and the corresponding
dualism in capital|labour intensities and asso-
ciated levels of productivity are the result of
our inabilitv or even unwillingness to implement
a sound and firm wage policy. To reiterate, it is
time this pedantic approach to wage policy is
given a go by and steps taken to formulate and
firmly implement a policy to achieve a complete
harmony between (i) employment target (ii)
wage rate (iii) level of productivity and (iv)
the technological options available in the eco-
nomy.
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Absence of nstitutional Siructare

5.14 Even the various government policies
enunciated so far have failed to make any per-
ceptible dent. The main cause for this failure
has been not only the absence of any institution-
al structure for effectively implementing such
policies, but more importantly, the lack of a
coherent wage, income and price policies com-
prehensive enough to cover a large mass of un-
organized labour. For instance, in agriculture,
institutions like the National Commission on
Agricultural Costs and Prices, Food Corporation
of India and the Public Distribution system have
together helped the cultivators to get progres-
sively higher return and impact certain stability
to their economy In the unorganized sector in-
cluding agricultural labour there is not a single
institution of this kind. In this situation, even
if comprehensive policies are adopted to ensure
certain wages, incomes and prices by adopting
efficient labour intensive technologies in agricul-
ture and industry, the whole strategy to increase
employment may back-fire and become counter-
productive

III
Technology Policy: The Case of Village Industries

5.15 The role of village industries in providing
larger avenues of rural self-employment was
well recognised in the Five-Year Plans in view
of the constraints of agriculture and modern
industries in oroviding gainful employment in
rural areas. The policy, in this respect, also
recognised their role in bringing about a more
equitable income distribution, on the one hand
and effective utilization of latent capital and
skil's in a capital-scarce economv, on the other.
Tt was also accepted that these labnur-intensive
industries held wide seonna for  dispersal and
decentralization of the economvy so crucial to the
democratic  fabric of the country's political
economy. "

516 It was onlv in 1933 that the Government
of India came out with a Technolosy Policy
Statement This emphasised mainly {echno-
logical self-reliance through use of existing
traditional skills and capabilities and where
necessarv their upgradation for making them
commercial'y competitive and work in harmony
with environment. Provision of maximum gain-
ful and satisfying emplovment was stated to be
the most imvortant criterion in the choice of
technologv. In this regard, women and weaker
sections of the society were to be sveciallv
ronsidered. in order to reduce the incidence of
vovertv and inequalitv However. in the Export-
Tmuport Policv of 1983-84, ~oncessione were given
to import of machines for develooment of
cotton textile and rice milling industries which
resulted in further displacement in the tradi-
tional gector particularly of women by encour-

aging middle tier new entrepreneurs vying with
one another to set up new technologies which
are capital intensive and labour saving. How-
ever, some limitations in this regard are also
recognised: (i) low level of income, (ii) small
scale of production, (iii) mostly production of
traditional goods, (iv) limited scope for adopting
improved and modern technology and (v)
inability to respond quickly to changing con-
sumer tastes and preferences.

5.17 Karve Committee: Recognising both the
merits and limitations in  the expansion of
village industries, the Village and Small Scale
Industries (Second Five Year Plan) Committee,
1955 or Karve Committee had suggested some
measures to overcome some of the constraints
in their development. Primarily, the Com-
mittee was in favour of avoiding technological
unemployment for which it suggested a two-
fold development programme for (i) maintain-
ing the existing level of emplovment with
production of traditional goods in demand and
(ii) expanding employment to new entrants to
this labour force through provision of training
and  distribution of improved and modern
equibment capable of turning out better and
newer goods. In other words. the Committee
recognised the serious limitations in the way of
absorption of newer technologies hy the existing
traditional artisans

5.18 Common Production Programme: Recogni-
sing the compulsions in the co-existence of
modern and traditional sectors of industties, an
imperative nted was felt to protect and promote
the traditional sector from the adverse effects of
competition for both raw-materials, credit and
market share from the organised modern scctor
of industries. Simultaneously, it was found
desirable to bring about a more equitable distri-
bution of assets and income as between the two
sectors. Thus, both positive measures of produe-
tion such as reservations of spheres of production,
supply of raw-materials and credit and research
and training and protective measures such as
limitations on the capacity of large industries and
imposition of cess on their production, cubsidies
and excise dutv concessions were introduced in
favour of the village and small scale industries.

5.19 Selective Approach: A beeinnine has been
made tn apo'v this programme to cotton mills,
handlooms and powerlooms in the First Plan
During the Second Plan some more consumer
commodities like handpounded rice, edible oil
sur and khandsari, leather footwear and tanned
hides and skins and matches were brought into
this fold. It was thought that in course of time,
emphasis would shift from protective measures te
nositive measures in favour of imvrovement of
technology and training facilities, supply of raw-
materia's and imnroved equipment and oroper
and adeauate credit facilities for the traditional
sector. This would help each cottage and village



B—20

industry in achieving a field within which it
might be able to organise itselflE.

5.20 Non-Recognition of Scope for Enterpre-
neurial Development: The rural artisans were
found to be innovative but not entrepreneurial,
The implementation strategy, however, failed to
recognise and provide for entrepreneurial deve-
lopment to enable them to take up improved and
modern devices. Consequently, while training
programme was all sel for improvement in
technology and not in enterpreneurial qualities
the follow-up suffered due to lack of adequate
enterpreneurial and managerial skills required
to deal with the higher levels of production and
Income envisaged. This lacuna was turned into
a new opportunity by those who were in the
trade which provided the backward and forward
linkages for the rural artisans. The continued
neglect in developing entreprencurial and man-
agerial skills over the plans gave rise o the
emergence of a class of new entrepreneurs mainly
drawn from the trade. This class took advan-
tage of the concessions and facilities provided by
the government and grew as a middle tier bet-
ween the traditional and modern sectors. While
it was able to adopt some of the improved tech-
nologies by taking advantage of the various con-
cessions and incentives offered to the traditional
sector simultaneously it ate into the market
share of both the modern and traditional sectors.
It became a serious competitor for the acquisition
of the available supply of raw materials and
greater market share. Examples: Hullers and
shellers, oil expellers, powerlooms, power-driven
khandsari units and so on.

5.21 In this emerging situation, while the mod-
ern large scale industries, to some extent, could
stand the competition wherever they enjoved
economies of scale, the traditional industries be-
gan declining as they became progressively mar-
ginalised in the wake of unequal competition fa-
ced by them in procuring raw materials and
market for their products. Consequently, the
self-employed artisans were driven to wage
employment either with the new master entrep-
reneurs or in agriculture when opnortunities
came during seasons.

5.22 Aggravating this position further was the
failure of the strategy to distringuish the small-
scale industries from the traditional industries
while extending the most favourahle treatment
for industrial dispersal or decentralization. As a
result, the small-scale industries also emerged as
competitors to the village industries.

5.23 While both agricultural and  mdustrial
outputs have been increasing ever since the Five
Year Plans were launched in 1951 their imapact

in rural industries has not been significant. Si-
milarly, the impact on the distribution of
Income also has not been visible. However, in
the wake of the growth of an intermediate sec-
tor employing mechanical modes of production,
structural changes in rural employment havs
taken place. A clear shift has been recorded
both in production and employment from the
traditional sector to the intermediate sector. This
phenomenon has been spectacular in the case of
cotton textile industry as can be seen from the
data presented in Table 6.

5.24 This shift however has not been caused by
the shifting of those employed in the village in-
dustries sector to the better organised mill in-
dustry but by the industries at intermediate level
employing more mechanical modes of production
dominated by entirely due to g new class of
producers coming to the picture. As a direct
consequence of this, the employment in the tra-
ditional industries has declined leading to tech-
nological unemployment. defeating the verv ob-
jective to the Five Year Plans. These trends are
clearly seen from the population census data
available (in Tahle 7) for the period 1961 to 1981
even after providing for deficiencies arising out
of the inter censng definitional chansges. The
reduction in emplovment in traditional house-
hold sector is of considerable size particularlv of
women in industries like handpounding of paddy.
oil ‘ghanis. gur khandsari and textiles.

5.25 In sharp contrast to this situation, there
seems to have been an uoward swing in rural
employment in certain industries which have
adopted mechanical mode< of vroduction encou-
raged by favourable nolicies. Some of the indus-
tries where such chanses have been noticed are
~otton textiles, sur anA khandsari and hand noun-
ding of rice where the total emplovment has
registered a significant increase as conld be seen
from the data thrown un hyv the NSS for the
veriod 1977-78 and 1983-84 in Table 8.

5.96 Yrt another distortion of the position in
relatior. to traditional industries has resulted
from ‘he development of small scale industries.
According to Professor S. K Goval. the word
‘small-ceale’ corrunte the whole concent of nro-
tacton for the weak This was done by deliberate-
lv delinking the word ‘small’ from ownershio
and instead using it to implv the size of enter-
prise. As a result bis husinessmen also s’rar’re-'d
<etting un small units and deriving the <ame Faci-
lities »s giveu wo the noor artisans. The First
Five Year Plan did raise the jssue of ownershin
in the smal] sector: “further test mav be whether
as unit which mav otherwise be regarded as small
ia owned bw worker himself or the cooverative”
The Serand Plan onwards the iscue of ownhershin
is completely ignored while defining the “small

on redurineg under and unemploymnt especially

11. Report of th? Committee on Smalland Villag? Industries (Karve Committee) 1955, Planning Commission New Delhi.
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scale”. Professor Goyal puts on record (in his
“small-sector and big pbusiness 1984”) nhow large
and respected business houses of Tata, Bajaj,
Birla, maiatlal, Sarabai, Khatau, Thapar, Wal-
chand, Hindusian lLever etc. have companiles re-
gistered ana working in small scale sector. Thus,
under the infiuence of the powerful group of
society the distortion took piace between pro-
mise and performance and the genuine small
sector got crushed.

5.27 In sum, the above analysis points to an
inescapable conclusion that while the declared
policy of government for employment in the
traditional sector recognised the need to main-
tain the existing employment on the one hand
ana to shift the new entrants to better technolo-
gles and newer goods in order to avoid techno-
logical unemployment, the implementation stra-
tegy has led to the marginalisation and decline
of employment in the traditional sector. At
the same time, a new intermediate sector has
grown superimposed between the traditional and
the large scale industrial sectors which of course
has continued to increase and add to the total
employment in the rura]l areas. Beneath the
surface of this employment lies concealed tech-
nolog.cal unemployment on g large scale, This
position needs to be remedied urgently.

Supply of Raw Meterial and Marketing

5.28 A major barrier to the development of
rural artisans is the existing system for raw
material distribution and marketing of products.
Artisans do not get adequate raw material of
required quality at the right time and prices
which gives rise to the idle capaciy in
the rural sector. The reason is that, these raw
materials are going into the hands of private
trade which functions from the  grass-roots
through a chain of middle level functionaries
who work on commission. Most of the rural
raw materials are thus syphoned our by this
trade in a cascading fashion until they reach the
better organised small scale and large scale in-
dustries. In this process, the basic cost of any
raw material get escalated at every, stage of
transaction before it lands in the hands of the
organised sector. Attempts to put an alterna-
tive organization by some sponsoring agencies
under the public sector and also cooperatives
have failed because of its high cost, lack of ex-
perience and flexibility, inadequate funds and
inefficieny and high cost management, In this
situation a suggestion given by an evaluation
study of janata cloth scheme by ATIRA, Ahme-
dabad, holds good that instead of giving rebate
and concessions at the consumer’s end it should
be given at the input level (producer’s end)
to make the production process more smooth
and less costly, as it has been done in agricul-
ture.

5.29 A more innovative approach to this whole
problem, therefore, has to be thought of if the

problems of supply of raw materials and ma
keting have to be tackled simultaneously, I
this connection some success stories have com
where an effective tie-up was worked out unde
some favourable conditions for the grass-roo
workers through some organization for gettin,
some preferential teratment in the matter ¢
allotment of raw materials. For examplc
COPTEX in Tamil Nadu, working in collaboratijo;
with some recognised master weaver organ
tions for distribution of yarn. production an
marketing. Similarly, co-operation of privat
sector organizations is being sought; Batas fo
gelting leather and marketing, Hindustan leve
for marketing soap and detergents. Much mor
needs to be done in the field.

5.30 An increase in the number of mechanise
equipment in the middle level has accentuate
idle capacity in traditional industries further
For instance about the existing one lakh differ
ent sixes of rice mills working for 150 days i
a year with the average capacity of processin
one tone of paddy per hour can process 120 mi
million tonnes of paddy working one shift «
hours a day. But the present production of ric
is only about 60 million tonnes, Similarly if th
existing commercially operating three millio
handlooms with an average production capacit
of 6 meters cloth per day, work for 250 days {
hours a day), they can produce about 4500 mi
lion meters of cloth while the present prodw
tion of handlooms sector is about 3700 millio
meters per annum. The situation is similar i
other industries also.

Other Factors

5.31 Factors like inadequate credit, inadequa
instrumentation and inadequate infrastructw
all of which are not under its control. It hag al
failed to accord appropriate place for raising tt
managerial and enterpreneurial efficiency
rural artisans in its skill upgradation progran
me. The shortcomings of the KVIC’s programr
are reinforced in a way by the growth of t
modern sector to which a reference has alreas
been made, The strength of big industries seen
to lie in their distribution network, It shoud
tried to use this existing network for marketi
the products of rural industries. This wou
minimise direct competition and reduce selli
costs of rural artisans to a great extent besid
ensuring marketing of the products.

However, the whole review is not to shc
that there is no way-out. If appropriate tec
nology policy combined with a proper cre
policy is formulated and carefully implement
the level of wage and income can be substa
“ially increased with the already available caj
tal equipment and skill. In other words, techr
logy policy in isolation from credit policy w
be counter-productive.
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KVIC

532 KVIC is the one important organization
among others which has been incharge of the
development of traditional industries since 1951.
One of the major facets of its development pro-
gramme has been training and distribution of
improved tools and equipment of rural artisans.
It also encourages research and development in
modern methods and tools of production for ru-
ral artisans. However, so far no perceptible im-
pact has been made in raising the levels of
production and income through improvements in
traditional technology because the KVIC has
also been constrained by several factors.

5.33 The reason behind this failure in achiev-
ing the desired results again seems to be the
lack of entrepreneurial development in rural
artisans. In the absence of this, while the young-
er generation showed a lack of initiative to take
up new technologies even after training, the
older ones who were already engaged in tradi-
tional activities, could not successfully and effec-
tively utilise the improved technology and other
facilities made available because of their incapa-
city to absorb and assimilate the same. Research
studies undertaken by CSDI have shown that
nearly 3 out of 5 rural artisans currently engag-

ed in traditional activities are in the age group
40 and above and one among the five is not in-
terested in pursuing the hereditary occupation
and seeking job outside, Further, one of the
three working in the industry seeks agricultural
emp.oyment during the seasons or prefers to
work as a wage earner with a master entrepre-
neur.

5.34 Corrective measures in terms of provi-
sion of training in entrepreneurial development,
adequate and timely credit for the village in-
dustries and facilities for marketing of their
products a1d supply of modern inputs interims
of technology and organization are necessary.
In these respects, experienced voluntary agen-
cies with good frack record, management insti-
tutions, entrepreneurial development institutes,
fechnological laboratories and the public and
private sector marketing organizations have to
be assigned appropriate roles for promoting the
growth of traditional industries, These facili-
ties should be provided to sick industries also.
The Eighth Plan approach paper is generously
supportive of KVIC even after subsidization of
last 44 years. However, in the case of other
over 2 lakh sick units it is unduly strict, though
the factors responsible for their sickness and
unviability of KIV units are more or less same.
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PLANNING PROCESSES

6.1 Our concern, in this chapter, is to examine
the planning process in respect of its sensitivity
towards rural labour. The latter ‘s believed to
follow from a process that is responsive o local
urges and aspirations.  Planning process s
viewed here as encompassing both, the processes
of plan formulation (mechanics of planning)
and plan implementation.

6.2 In India, Plan formulation has concerned
itself mainly with problems of resource mobili-
zation and allocation. The macro perspectives
that such an exercise requires has an in-built
bias towards centralzation and limits the ex-
tent to which local urges can be incorporated.
A decentralised arrangement, on the other hand,
may be more responsive but a limited perspec-
tive is inherent in such an arrangement. The
imperatives of future needs and/or a perspec-
tive involving allocation between alternative
uses may be difficult to accommodate below a
certain level. It is in  this context that the
expectations, constraints and problems of a de-
centralised arrangement are discussed. But
before that the mechanics of plan formulation
and implementation as it exists is taken up for
discussion.

6.3 The plan formulation exercise, as it ob-
tains presently, may be discussed at two levels.
First, there are the planning exercises at the
state-level and then those below the state level,
say at the d'strict or blocks. We take these
up separately:

Planning at The State Level:

6.4 There are two aspects of the planning
processes that highlight the role of states in
the preparation of plans. One is related to the
formulation of the national plan and the other
to the approval of the state plan by the Plann-
ing Commission.

65 Preparation of the National Plan: The
preparation of the National Plan begins with
the setting up of sectoral working groups that
begin their work with strategy and objectives

of the Plan and the expected contribution from
that part.cular sector. States are not repre-
sented in the working groups as a matter of
rule'?.  Quite clearly, some of the subjects
addressed by these groups are of vital interest
to the states and they would have much to
contribute from their empirical experience. 1In
short, the preparation of the Approach Paper is
promarly the responsibility of experts of the
Planning Commission.  There are no mecha-
nisms to associate the states with the prepara-
tion of this document in any significant way.

6.6 On the other side, it should also be men-
tioned that the states do not attempt to develop
their own analysis and viewpoint in a manner
conducive for effectively contributing to  the
working groups. Nor do the states form their
own teams io formulate thelr respective stra-
tegy or analysis. Thus, while i is necessary
for the Planning Commission to provide for
greater involvement of the states, it is incum-
bent on the states to prepare suitably by dong
their own homework.

The vesult is  that the only chance that the
states have to speak up on the national plan is
at the National Development Council where the
Chief Ministers are present or represented. So
long as a single political party was in power
at the Centre and in most of the states, the dis-
cussion on the national plan was more of for-
mality. The strategy of development did not
come in for critical appraisal and the stales
spoke up essentially to support the centrally
formulated priorities. In recent years, the
coming of strong opposit'on governments in sta-
tes like West Bengal and Andhra Pradesh have
made the NDC discussions comparatively more
meaningful at least in po’nting out ideologically
based alternatives!®.  Quite often, the states
are not even equipped to make a meaningful
contribution in the NDC, since they have had
little opportunily to scrutinize the Approach
Paver in detail.

12. In the
it Resources,

Seventh Plan, did not

Conmand

for instance, states
Area  Drvelopmert,

find representaticn in
Mejcr

werkirg/ciudy  grcupe  cn  Finencial

end Mrdium Irrigeticn  Prcgrenmes,  Fleed  Control,

£ 4 Emmloyment Strategy, Identification cf Technical Manpcwor Sherts ge, Cercepte rrd Estimraticn cf Peverty line énd Mcnitering

and Evaluations.

13.
held 1o approve the S«venth Plan is a case in point.
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6.7 Undoubtedly states involvement in the
planning process needs to increase. Action
needs to be taken at the level of the Planning
Commission to expand state participation. This
should happen particularly in those areas which
are of direct interest of the states like employ-
ment, financial resources of backward area deve-
lopment. The functioning of the NDC has also
to be strengthened: either it should meet more
often or have a secretariat of its own| The
states should have greater opportunity to exa-
mine the Approach Paper as well as the Draft
Plan.  States, for sure, will have to develop
‘chleir own expertise to play a more effective
role.

6.8 Approval of State Plan: The second aspect
of involvement of states in the planning process
is at the time of consideration of state plans by
the Plann‘ng Commission. Based on the Ap-
proach paper, the Planning Commission issues
guidelines to states and expects them to prepare
plans for approval. Having done that it initia-
tes, on the one hand, discussion on the extent
of financial resources to be available. On the
other, around 20 working groups are set up to
examine the various components of state plans.
Thus, in the first stage, exercises to assess fin-
ancia] resources and to examine sectoral pro-
posals are undertaken simultaneously but se-
parately.  However, the states become serious
about their plans only after the financial peri-
meters are known. They re-order their prio-
rities and prune down their schemes to match
the availability of financial resources.

. 6.9 Most states do not have the requisite ing-
titutional arrangement or expertise o prepare
technologically and economically feasible sche-
mes. Their prioritization in most cases is done
on an adhoc basis and what state planning de-
partments put up as a Plan is quite often a collec-
tion of schemes ranked according to political or
administrative considerations. Using this ass-
umntion and the fact that usuallv +ha state plan
outlays exceed the financial resources available
for the state, the Planning Commission coes in
for detailed examination. Both, the State Plan
Advisers concerned with total vlan and the
groung concerned with sectoral plan  outlays,
have to recommend cuts in the ontlav. This is
resented bv the states which argue that once the
broad stratesv. obiertives and prinritirs  have
been determined thev should be allowed free-
dom to formulate schemes according to  their
cirermstances Mha atatne talea 110 this ieguie when
the plans are finalised in the meetinos of Chief
Ministeres and DNenntv Chairman of tha Planning
Commission. The dericinong tn restora some of
the cuts are at the political level and may be

14. The Sarkeria Clommicsion has mentioned that there ic a feelirg amo

taken without much technical and economic
considerations.  The concerned Chief Minister,
in turn, assures aaditional resource mobilization.
In the entire process, then, the size of the state
plan that finally emerges is considerably smaller
than what is originally proposed by the state
An inherent tendency in this system is for the
states to propose inflated outlays, for the Plann-
ing Commission to make drastic cuts and err on
the conservative side and for the final meeting
between the Chief Minister and the Deputy
Chairman to agree al figures that are somewhere
in between.

6.10 At one level ie. in ihe preparation of
National Plan, decision-making continues to be
concenirated in the central agencies and the role
of states is ineffective. At the other level, what
the siates need and how they will meet this need
is accided by an instituticpal system in  which
authority is concentrated at the central levellt
Adeynate freedom is not given io the states to
plan for their development and they feel cons-
trained even in the subjects specified in the state
list of the constitution.

6.11 This feeling is further reinforced by the
increasing role of the Central and Centrally
Sponsored Schemes. Around 200 such schemes
were in operation during the Seventh Plan.
Among them were schemeg that were in areas
falling directly within the jurisdiction of states
like IRDP. NREP (later JRY). DPAP etc. Even
though Agriculture and Rural Development are
state subjects. bulk of the planned outlav on
them is in the ~entral sector. The responsib‘lity
for development in these areas should be with
states but has shown a shift towards the union
government.

6.12 The scope of such central intervention in
states development needs to be restricted by pro-
viding for greater state autonomy. The states’
abilitv to exercise this autonomy would be con-
siderably strensthened if they can organize
themselves better to perform the planning func-
tions. The current practice of leaving them to
their planning departments will not do.  The
tasks are of a svecialized nature that need to be
performed on an ongoing basis. Exnerts are
needed. While State Planning Boards have been
created in most states in general thev do not
perform effe~tive vlanning functions. The vnrac-
tire of having full time members is institutiona-
lized in onlv a few states. What is intriguing is
that while state leadershiv has been aquite vocal
in provosing greater  decentralization. it has
heon quite hesitant in establishing State Plann-
ihe Boards that can provide greater technical
ecompetence in state plannine and alan help ?hem
m making their case before Planning Commission

ng the states that Plannit @ Cermission ‘works as [Ma limb
ts rather than as a truly federal institution restricting itself

of th= unian govarnmient in exereicing swav over the state governments v

to advise on technical matters of planning”.

I
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more rational and difficult to ignore, As an ex-
alpie OI a toiipdiaduvely Mole suctesoill expe-
Tiesee, 180 Us Lurn 10 Gujaial or Wesl bengal,

Planning Below The State level:

6.13 Decentralizing the planning piocess to
Qlstrict level and weiOw 1S coulionied With en-
urety auferent Set OL melnouological and nsti-
tulional 1ssues. 1N Imusi Stales rancnayat naj
InsoiLutlons are moripund ang tnerelore a dermo-
cratic pasis Of determinug local needs and prio-
hies 1s lacKing. kven in states lLike Guyarat
and Manacasulra wnicn were 1n torerrcn:  of
bancnayat experimencation, planning tunctlons
have peen given 10 speclally  credied UISITICL
Planning boards. lne Karndtaka expeniment 1s
comparauvely new ang evailauons ol NCW p.an-
nung runctious are nedlg periormed by the illa
Parisnad are not avauabnie.

6.14 The state budgets carry allocations on a
funcuonal (sectoiar) pasls and the leg:s.ature
does not approve ailoumernls 1o districts. dector-
al neadg at tne stale level aeclde wihere tne
programnmes are to be locateu and an aggregation
of tnese programmes provides tne piciure ol dis-
trict ueveiopment, lhus, there 1s NO  Conscious
linkages ot tue piogrammes being lmp.emented
at tne d.strict levei/wustrict pian where sectoral
blans dominate tnrougn decisions taken at ihe
staie level or central level has not much of a sub-
stance. o

6.15 Keeping in mind that the objectives of
local planning are to increase agricultural pro-
ductivity and reduce rural unempioyment, some
innovations adopted by certain states may be
relevant:

To facilitate local planning, Gujarai gov-
ernment took a seriles of steps 1n 1980. It
decided that at least 35 per cent of
the state plan outlays should, on an
average, be allotted to  district level
schemes ang 20 per cent of the district
plan outlays should be earmarked as dis-
cretionary and incentive funds to enable
the districts to take up schemes consi-
dered useful in light of local needs.

In respect of normal district level schemes,
even though the districts were supposed
to prepare plans againsi financial limits
imposed by the state, they were unable
to influence the planning decisions taken
at the level of state heads of sectoral de-
partments. Thus, the planning for dis-
trict level schemes covering 80 per cent
outlay wag centralized at the state level.
Districts, at best, had a marginal role in
their Plan. The actual district plann-
ing was confined exclusively to the 20

per cenl discretionary angd incentive fund
avadapie tg thie AdISuWLICT, LL one includes
the Cemralr or eutraidy  Dpousoied
Scnemes'?, then tne rote of external
ageucies—stlate ol centrai—in the pian-
ning and deveiopment ot disiricts would
inaeed pe very large,

I'hisg hag created anotiher set of picblems,
Based on taree separaie planning exerci-
ses ot 8y, 1o and o per cent pianmng, no
integrated district pian emerges. With
the state level planners domwnaung, the
local leve) perspective that can  bind
the three together does not em-
erge. The 2V per cent plan also
aoes not get integrated into the state
plan. ‘thus, wnie tne Gujarat experi-
ence has been 1nnovative, 11§ suceess in
creating a tramework of multt-tevel
planning is not so .mpressive,

Another aspect of this experience is that the
Pancnayat insfitutions have not been
given tae responssbuity for district pian-
niag uniike Karnataka. District Planmng
Boaras have pbeen created with a Minis-
ter of State government as Unairinan and
the Collector as Vice-Cnairman. it is a
district Panchayat Presiaent has been
included as co-vice chairman. 1t is a dis-
trict Coilector oriented institut.on where
the Coliector also heads the Executive
Pianmng Commuttee. This committee
monitors the schemes sanctioned by the
District Planning Board. By entrusting
planning functions to Planning Board
and not to Panchayat, the state govern-
ment probably has attempted to bring
in greater professionalism in planning.
However this is a false promise because
planning is political process and demands
much gieater poltical-perspective on
development,

6.16 In order to make planning more realistic,
what is essential is that certain pre-requisite
functions should be performed at the d.strict
level and below. This could be termed as the
professional part of planning. Such functions
could be in terms of surveys, mapping of infra-
structural facilities, monitoring and evaluation
of projects. Appropriatc reorganization of the
administrative structures should take place for
these functions to be performed adequately.

6.17 Finally, the persistent question why there
is a gap between the vision that has inspired
policy decisions in the direction of decentraliza-
tion and what has happened on the ground, can
have only a political answer, While states have
emerged as strong protagonists of their rights, no
political forces have yet emerged strongly push-
ing for decentralization below the stafe level.

i5. or for that matter, the bank credit being channelised into the distiict.
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What is puzzling is that the pressure for decen-
trauzanon 1s coming not so mucn from the grass
roots as trom ceuntral and state governments.
Whatever decentralization has come about is a
result ot guarded and hesitant decision making
of the levels above the district. Gne major oppor-
tun.ty to revamp the disirict admimistrat.ve sys-
tem as inherited trom the colomal rule wag lost
at the time when Panchayati Raj was introduced
in 1959. Creating development oiienteqd institu-
tions nas become even more difficult now,

Decentralised Planning: Expectations and
Constraints

6.18 Identification of schemes: it is oflen the
case that the schemes identified are either not
the preferred choice of the people or they do
not provide the basic needs of the people. There-
force it is suggested that local level planning,
which will involve the local people, will enable
the pianners to identify  local needs better.
Theoretically, the proposition seems very attrac-
tive and it is also possible that in many cases
local priorities identified by the local people may
turn out to be quite different from both the
planners’ priorities which are determined more
by macro considerations and the implementors’
priorities which are determined largely by
administrative convenience considerations. How-
ever, the difference in priorities as long s they
are concerned with fairly well-defined alterna-
lives (e.g. building a school or buildi‘ng a ro'«l'd or
spending on social forestry) may be relat vely
simple choices although even in this case there
might be conflicts of interest at the local leve..
We may also note that the special programmes
of the Sixth and Seventh Plans have included a
component for ensuring peoples participation.
Thig has been inc’uded in the guidelines for the
programmes in terms of a requirement thai a
Gram Sabha or a village assembly be convened
before the schemes or the beneficieries are

selected.

6.19 At a more substantive level, the question
which must be asked is; do pecpic have the
information, knowledge and skills for good
identification of schemes? The answer would
be: “Not always and not very qften”. To
illustrate: the need of the poor, both n rural as
well as in urban areas is higher income and a
better standard of 1'fe. The individval’s percep-
tion of whether this can ke ensured through
more employment or through more asseis of a
particular type will depend upon his perception
of the environment around him and his percen-
tion of his own abilities and  resources, this
perception may not be a solution for his pro-
~l-ms. He mav lack the information or the skill
to process the available information for arriving
st a oanrt <31~ Be-nomists have long identi-
fied this as one of the reasons for tl.e breakdown
of decentralized market systems and therefore
justified planned state interventions. In short.
what is required is for cpecialists to work with
rural people and workout better techno-economic

viable options for them. The problem is 1ot
that tnere are no local planniag networks but it
1s tnat tne speclalisis are 100 Iar removed irom
rural reantles. Wnere tnls 1s not tne case, the
scnemes are identiled well and do operate elfec-
tively. This is more particularly true tor schemes
that mvolve tne artisans ana schemes tor the
development o1 non-agricultural act:vitles 1n
rura, areas. 'I'ne  tecnnology, supply of raw
materials and market linkages tnat are necessary
lor wiable schemes require the knowiedge and
skills of several specialists. The decentralized
structure, in this context, may be part of the
means for achieving the end; it cannot be an
end by itself.

6.20 Fomulation of schemes: The second
requirement 1s for better formulation of schemes
tor the development of an area. Tms require-
vetler  syncuaronization and  harmon:zation
beiween different cepartments. It a.so requires
pooling of resources and of functionaries ag well
as sharing of responsibilities. Whether th s can
be done in the existing departmental frame-
works and the separate hierarchies of generalist
administrators and specialists is noti certan
One is not convinced that it is very desirable,
either, from the po.nt of view of the overall
structure of the administrative machinery.

6.21 Implementation of Schemes: Another way
to make planning more responsive to the local
needs is to focus attention on the processes of
plan implementation i.e. the executicn of deve-
lopment schemes at the local level. Plan imple-
mentation is necessarily a decentraused process
invo'ving several levels of political and adminis-
trative  hierarchies. However, the centrally
sponsored schemes whether TRDP, TRYSEM or
rural employment come with a plethora of gu de-
lines on how to go about implementing them.
The local administrators respond by picking on
schemes that are most implementable, use the
guidelines and report back the achievements by
indicatling the fu'filment of physical and financial
targets. The implementabilty of a scheme is
cided on administrative and/or political reasons.
Little effort is made to assess its economic viabi-
lity.  Cost benefit analysis is not undertaken.
Location is also done on an ad-hoe basis partly
kLecause of lack of systematic information on
what other facilities are available and which
ones are needed to make the scheme successful.
Thus, while little s left to local authorities, what
is lefl is also poorly undertaken. 1t is suggested
that even within a centralized planning system,
the actual implementation  processes cou'd be
improved to yield better results.

6.22 The problem of implementation that are
related to coord nation between departments are
the same as those which do not give us good
plan formulation. They are problems of harmo-
nization of schemes. To be sure, the government
has attempted to achieve better implementation
through streamlining of gseveral procedures and
by assigning well identified responsibilities 1o



B2

different functionaries.
of linkages within the system conlinues to be
serious. That this problem of administrative
linkages is endemic is recognized by most
observers as well as those involved in implemen-
tation although the seriousness of the lack of co-
ordination may vary from place to place and
from scheme to scheme. In other words, a
decentralized framework of plan formulation
and  implementation also requres struclural
changes in the departmental system and its line
hierarchies. This must be accepied and steps
taken for change along with steps for political
devolution and panchayat elections. But, while
decentralization of the overall plarnning process
is important, inadequate progress in irv should
not become an excuse for not improving ihe
implementation  process that lsad to better
results.

However, the problemn

6.23 It is also expected that better implemen-
tation from g decentralized structure would
result from the development of countervailing
power of the local people who would demand
more effective performance from the adminis-
tration. In other words decentralization would
encourage the people at the receiving end to
mobilize and demand what should rightfully
reach them. This would lead to lesser leakages
and better implementation. Thig question  of
developing countervailing power and effective
mobilization  of the poor is a  political 1ssue.
Panchayats by themselves or holding elections
alone will noi help. The local leve] power
structures are often far more brutal and iniqui-
tous than the power equations at higher levels.
Correctives being proposed at present are com-
pulsory allotment of seats to ihe deprived
groups, including women, in the panchayats.
Past experience of effective participation on this
basis alone makes one a little skeptical whether
this would improve the situation. The point.
however, is: what are the correctives if the local
level structures produce results that are perverse
or counter to the plan objectives?

6.24 Maintenance of Assets Created: Lasily.
decentralized planning is expected to result in
better maintenance of assets created through
rural employment programme and to better
mobilization of resources. Voluntary bodies and
non-government organizations are expected to
play a more effective role in this respect. The
question on mobilization of local resources is
once again a political guestion of financial and
administrative responsibilities of different levels.
Recent experiences in several cases such as that
of the Regional Rural Banks, Cooperatives,
autonomous bodies, public sector undertakings
etc. shows that the dichotomy and the distinetion
between government and non-government is
very difficult to maintain irgespective of
what the organizational structurs might
be. Within the government such problems have
already arisen in the ICDS and adult education
programmes with the courts ruling in favour
of those working in these programmes. Such
problems may become endemic elsewhere also.

.

[}

If any one engaged in work on a government
sponsorea programme 1s to be treated like the
relatively highly paid government employees
the cost of operation ot whatever sCheme is
implemented is likely to become prohibitive
and will eat into the already scarce resources
available for rural development work. Any-
thing which is supported by the Government
directly or indirectly becomes totally identified
with the Government. The responsibility also
becomes that of the government, Community
assets such as, for example, hand pumps, or
rural roads of school buildings etc. are not main-
tained properly because the assets have been
given by the Government. They are not assets
of the people but of the government. Will Pan-
chayat Ra] enable the dichotomy between the
government and people to be strengthened or to
be abolished? The answer is not very clear, The
expectations, on the other hand, from the decen-
tralized framework are too many,

Unit of Decentralised Planning

6.25 What should be the lowest unit of plan-
ning in a decentralised arrangement? This is a
question that assumes sifinificance in view  of
the issues discussed above — of better planning
and implementation of developmental projects
on the one hand, and of the need to make allo-
cational choices or have a larger perspective. on
the other.

6.26 In this context, the Planning Commission
itself has been engaged in several exercises to
work out details of what a decentralized, local
level planning framework can be. Ever since
the Dantwala Committee Report on Block Level
Planning (1981) the idea has been kept alive
within the Planning Commission which has
maintained a cell on multilevel district/block
planning in the Commission. The Block Plan-
ning approach of the Dantwala Committee gave
way to district planning approaches. The Hanu-
mantha Rao Committee and the subsequent G.V.
K. Rao Committee reports are the two docu-
ments which are quoted repeatedly in this con-
text. During the Seventh Plan period some sta-
tes notably Karnataka and West Bengal tried to
work with a panchayat level decentralized plan-
ning system. On the basis of positive reports on
the working of this system, the current thinking
once again emphasizes decentralised planning as
the solution for dealing with basic rural prob-
lems in the country including the problems of
rural employment. The Eighth Plan Approach
Paper is an example of this emphasis. There is
no doubt that the political will and the commit-
ment to decentralized planning has never been
as strong as it appears to be today. It is in this
context that one needs to examine the proposi-
tion of decentralized planning in greater detail
to see the cxtent to which it may be feasibly
undertaken,

6.27 It is necessary to emphasize here that the
scope for decentralization is agtivity specific and
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need not be explored in all aspects of planning
or decision-making. There are functions in res-
pect of which a decentralised arrangement is
decidedly better than a centralised one. These
functions may pertain to selection and formula-
tion of schemes or their fine-tuning to suit local
cond:tions. There are other functions for which
a centralised arrangement has distinet advan-
tages. These may pertain to allocat.onal decisions
or to reaching deprived segments in a sharply
stratified setting. It is, in fact, cwing to a lack
of an egalitarian context, that structural re-
forms are stressed as a pre-condition to effective
decentralization in India’®. In short, the level to
which decentralization can or should take place
is better dictated by the functions for which it
is being considered.

Concluding Observations :

6.2 The basic premise is that planning mech-
anism which are responsive to local needs in
general are more likely to be sensitive to the
needs of rural labour. To make these more res-
ponsive, the need is to impart{ greater autonomy
and flevibility and to decentralise the planning
process. However, a decentralised arrangement
may no'! be necessary in each and every situa-
tion; it may be function-specifie.

6.29 Apart from devoluation of resources and
planning functions, this may be achieved by
greater consultation in the planning processes.
Greater consultation may be brought about by
institutional changes at various levels. So that at
the state and district-level there may be mechan-
isms for active participation of the block and
village level institutions, and for consulting with
local level interests, voluntary agencies technical

experts and academics. Within the panchayats
this may take the form of larger representation
of the landless and of women. These mechan-
isms woulld serve to incorporate local urges and
aspirations, and would lead to improved identi-
fication and formulation of developmental
schemes.

6.30 Simultaneously, efforts must be made to
sirengthen the planning capacity at the lower
levels. For strengthening the capability to take
locational decision, for instance, village surveys
of facilities available would be extremely imp-
ortant. Political and administrative decisions
can then be informed by more dala based reas-
oning. Determining economic viability of pro-
jects presents more complex problems. Little ex-
pertise is available for this purpose with the
local administrators!”. And training has its limi-
tations because administrators are frequently on
the move — place and job notwithstanding, Peri-
patetic teams giving guidance to local administ-
ration could prove to be extremely useful.

6.31 Monitoring and evaluation of projects
should be conducted by involving the benefic-
iaries of these projects and the local voluntary
organisations. The concept of participation sh-
ould not be restricted to only the resource allo-
cation or planning stage. Evaluation is an import-
ant part of the project cycle and local participa-
tion would be extremely useful at this stage.
Greater transparency of the planning process and
providing more information to the people — whe-
ther of location of protects, numbers employed,
wages to be paid, or norms of work etc.—apart
from ensuring better monitoring and implemen-
tation is important for the emergence of counter-
vailing forces.

16. W= undzrstand that another study group is looking into the question of land- reforms. These issucs have therefore not been

discussed here.

17. Ip an action research projsct some years ago, we attempted to create District Planning Cells in seme six districts to help the
project administrators. The Cell had some expertise available and was supported by a regional research institute.
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SUMMARY AND RECOMMENDATIONS

7.1 A review of planning 1aodels indicates that
the employment objective, which was treated as
incidental to achievement of growth objectives
in earlier plans, has been incorporated into the
technical frame work of recent plans in the form
of sub-models. However, it remains to be
endogenized in the Indian plan models. This
relative neglect of the employment objective is
witnessed at the level of selection of projects as
well. It is or this reason that the group recom-
mends that Employment should be an explicit
objective of planning at all levelg — from macro-
mod-lling for the plan to selection of projects at
the local level. An implication that this recom-
mendation has for plan modelling is to place
equal emphasis on labour-output ratios as  on
capital-output ratios. Similarly, in selection of

projects employment generation should be an
explicit concern.
7.2 Productve, income generating, employ-

ment is an important vehicle for income transfer
to the disadvantaged groups. However, there
are situations where such transfers become ne-
cessary irrespective of the productivity consid-
erations e.g.. ‘n abysmally backward regions, to
totally marginalized sections or during severe
natural calamities. While income transfers irr-
espective of short-term productivity cons'dera-
tions may be necessary, these occasions should be
strictly limited, such transfer hould be made
transparent and open and there should be a
clearly enunciated exit policy.

7.3 The group recognizes that planning en-
tails much more than merely employment
generation. While providing guaranteed employ-
ment is but a first step in ameliroating the lot
of the distressed classes, the need is, quite clear-
ly, to go beyond provisions for employment
generation per se. In this shorg run this can be
done by providing for certain minimum social
needs. Access to basic social services, such as
health education and nutrition etc. , should be
ensured through direct interventions, say for
instance, by directly subsidizing education for
the children of rural labour, In the long run,
however, it is the income earning capacity that
has to be augmented — whether through access
to assets or imparting socially useful skills or
both. Programmes for skill upgradation and for
bridging the entrepreneurial gap have thus to
continue simultaneouslv. In sum, the short-term
thrust has to be on provision of employment
coupled with access to basic social services and
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the long-term effort should be to augment in-
come-eacning capacities of rural labour by mak-
ing them more employable.

7.4 Although rural labour constitute the bulk
of the so-called “marginalized” sections; it is
clear to the group that certain sections of rural
labour such as women, scheduled castes and
tribes are more deprived than others. Likewise,
by-passed regions display a gradation with some
regions being more backward than others. Even
when the ‘Right to Work’ is accepted as a guid-
ing principle, given the fiscal and organizational
constraints, the need is to adopt a selective ap-
proach for employment generation beginning
with the most disadvantaged areas|sections,
with the objective of “graduating” them to a
stage where a special treatment is obviated.

7.5 The group noted the changing composition
of rural labour force, pressure of population on
agricultural land and limited scope for labour
absorption in agriculture. In keeping with these
&;e?ds and characteristics it is recommended

a —_

a. within the farm sector, the focus should
shift away from generating employment
in crop production to doing so in—

i. strengthening the productive base
Ehrough say, soil and water conserva-
ion;

ii. ancillary activities such as animal
husbandry, forestry and fishery and
on agro-processing;

b. in the future, in view of a growing
marginalization of the peasantry and
fragmentation of agricultural "hold-
ings, the emphasis would have to
move away from the farm sector and
towards the non-farm sector in rural
areas.

In short, besides selectivity with regard
area and sections, the group recommends
prioritization in respect of activities for em-
plgyn_aent generation and suggests that lower
priority be accorded to crop-production in a
strategy of employment generation and much
higher priorities be accorded to resources
management and non-farm activities.

to

7.6 This recommendation has implications
: , on
the one hand, for directing efforts I%owards skill



formation and providing socialjeconomic in-
frastructure (provision ot credit and marketing
support). Skill formation and skill upgradation
programmes are regarded necessary and the
group recommends thay the requisite infrastruc-
ture for traiming, technology transfer, raw
material and credit supply and marketing should
be developed. Skill upgradation should be
related to the needs of the area and the market
and efforts at uniformity should be given up.

7.7 On the other, this also implies a planning
process more in tune with spatial diversity. The
group is unanimous in the need for marking the
planning process more realistic and responsive.
'This could be achieved by sirengthening the
planning capacity at the state level and below
(i-e. district and block), and by evolving
mechanisms to Iincorporate the local urges.
Apart from technical support, such strengthen-
ing would involve greater consultation with, and
representation of, the state and local level in-
terests in planning. At the local level, these in-
stitutional changes could take the form of re-
presentation of landless groups and women.
Thus, improvement of planning capability at the
state and district level and local participation
at the grass-root level are two processes that
need to go on simultaneously.

7.8 A caveat to the above recommendation is
however, aaded, by suggesting that decentrali-
zation shoura not be turned into an ideology.
There are situations where decentralised deci-
sion-making is superior to centralised one. In
such situations. planning processes may be im-
proved by encouraging bottom-up planning ap-
proach. This could be expected to result in
1dentification and formulation of schemes more
in tune with local needs, aspirations and re-
sources, better implementation of schemes and
maintenance of assets so created can also be as-
sured. But there are aspects of planning where
decentralized detision-making has its own
limitations. This may be due to obvious econo-
mies of scale or to inadequate development of
transport and communication, Also. where sharp
stratification prevails in the society, decentra-
lized decision-making may jeopardize the inter-
ests of the deprived sections. Two important
conclusions follow: First, the scope for decent-
ralization need not always be explored in terms
pf planning and decision-making in all aspects;
it could be in terms of devolution of certain
functions, such as the monitoring {unction.
These avenues should be explored. Second, there
should be clearly defined accountability especi-
ally in regard to the interests of the vulnerable
sections even in the case of decentralizeq plan-
ning efforts.

7.9 Planning process should be made more
transparent and people should know what is
going on. People should be provided information
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with regard to location of projects, numbers to
be employed, wages to be paid and the norms
for determining wages. The group attaches high
importance to this recommendation. Irrespective
of the level of planning, centralized or decentra-
lized, the sharing of all relevant ir;formahqn
would equip the beneficiaries to contribute their
share, assert their rights and monitor the acti-
vities to avoid wastage and leakages.

7.10 In this connection, as also for .id_e‘ntiﬁca—
tion of projects at the local level, mobilizing re-
sources to undertake these and for performing
the monitoring and evaluation functions, the
voluntary agencies and non-governmeqtal
agencies may be expected to play an effective
role. Total reliance on bureaucracy to initiate
and implement programmes and projects sho‘pld
be re-examined. The role of voluntary agencies,
co-operatives and workers organizations should
be recognised in the planning process, and
mechanism shocld be evolved to strengthen
them.

7.11 Recognizing that there are obvious limits
to how much direct employment the State can
provide, the group feels that efforts of the State
should be in the nature of catalytic efforts. Con-
centration should not be solely on job creation
but incroasingly so on a policy regime and
environment which stimulates and supports
private initiative for investment and job crea-
tion, The state, in other words, should concent-
rate on creating a climate conducive for private
initiative towards self-employment and wage-
work.

7.12 Economic policies should be consistent
with the overall objective of employment gene-
ration, Several policies impinge on the employ-
ment obiective. Therefore, if creating employ-
ment is the basic objective then policies should
complement each other in achieving this. There
are several instances of inconsistent policies.
Our technologv policy which, on the one hand,
supports the Khadi and village industries and
on the other initiates steps in other sectors that
would endanger the former is a case in point.
Inconsistencies within a policy as also between
different policies should be removed, and at the
minimum the trade-offs that may be involved
should be stated explicitly.

713 Programme formulation. Translating
multiple. and sometimes inconsistent, policies
into programmes involves the risk of giving rise
to a wide variety of. and sometimes mutually
incompatible, schemes. Although with Jawahar
Rozgar Yojana (JRY). steps have been initiated
towards rationalizing these. there is nonetheless
a nged to suggest that a vlethora of schemes be
avoided. Attemvts wought to be made to Yink
these schemes with the overall develooment of
the aren ana to reorient these schemes towards
emplovment generation, Therefore. even in res-
pect of 3 reduced number of schemes. there



should be a clear appreciation of the contextual
heterogeneity, and ‘guidelines’ once the objec-
tives are clearly stated and resources earmark-
ed, the ‘guidelines’ from centre to states and
from state headquarters to districts and lower
administrative units should be minimized if not
completely eliminated. Local initiative in identi-
fying projects and local variations in centrally
identified projects should be the norm, any
deviation should be an exception.

7.14 Protective = measures—Minimum  wages:
The group endorses the need to address the ob-
jective of remunerative employment. It is
necessary, in this regard, that the Minimum
wage legislation be implemented and minimum
wages should be guaranteed to all wage paid
labour. The group felt that these wages should
be fixed reaiistically teking iunto account both, re-
sources and sustenance needs (living wages) in
different regions and sub-regions. But having so
decided, there should exist no scope for laxity in
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enforcing implementation of the Miniraum Wage
legislation. In this regard, the norms of payment
for work which make non-compliance with the
Act possible for which discriminate against
women need to be reviewed. Thus, while provid.
ing employment and ensuring that it is produc-
tive, it is also imperative to ensure that it is re-
munerative.

7.15 Protective measures—Insurance cOver :
There are seen to exist grounds for providing a
protective net in the form of an insurance cover
to the deprived rural labour. A time has come
when concrete, well formulated social security
(apart from the right to work), in terms of health
insurance, old-age pension, for the rural labour
are taken up in right earnest and a time-bound
programme is enunciated to provide a social
security net for the rural labour. The group re-
commends that in any such effort there should
be provisions to make the beneficiary, the emp-
loyer and Staie joint stake-holders.
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Table 1 : Growth Rates of Employment and GDP

1972-73 1977.78 1983
to to to
1977-78 1983 1987-88
Employment* . . . . . . . . . . 2¢82 2:22 1-65
GDP . . . . . . . . . . . 4-64 3.97%s 4294+

*Hstimates based on ‘‘Usual Status’’ definition including Principal and subsidiary work status and are based on varicus rcunds of NSS,
**For 1983, the data for 1983-84 have been used.

Taple 2 : Unemployment Rate and Poverty Ratio : Major States (1987-88)

State Unemployment Unemployment Poverty
Rate (UPS) Rate(DS) Ratio
Andhra Pradesh . . . . . . . . . 3-30 7-35 31-6
Assam . . . . . . . . . . . 5-62 5.09 22:6
Bihar . . . N . . B . . . . 2:-84 404 40-7
Gujarat - . e e e e e e e e 2-57 579 11-7
Haryana - . . . . . . . . « 5-86 7-59 11-7
Himachal Pradesh . . . . . . . . . 3-19 312 9:1
Jammu and Kashmir . . . . . . . . . 2-67 5-57 13-3
Karnataka T 244 5-06 320
Rerala » + » « o . . . . . 17-07 21-19 16:9
Madhya Pradesh . . . . . . . . . 1-51 2:86 365
Maharashtra . . . . . . . . . . 2-86 4-67 29-1
Orissa . . . . . . . . . . . 4-66 6-44 37-9
Punjab . : L . 4-04 507 7:0
Rajasthan e R 2:68 574 23:6
TamilNadu - . . . . . . . . . 5-25 10-36 32-8
UttarPradesh - . -+ -« . . e 1-83 3-44 33-0
West Bengal . . . . . . . . . . 6:06 8-13 27-6
All India . . L . . L . 377 6-09 29:2

UPS : Usual Principal Status
DS : Deily Status

Source © A Note on Consideration of Hmployment objective in Sectoral Plans, Labour, Employment and Manpower Division, Planning
Commission, New Delhi, 1990.
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Table 3 : Unemployment : Incidence and share by States (1987-88)

State Shareof  Propin Prop Unemp Edu.
E)l;gelg; iﬁiﬁ' Femglfes Rate gﬁfﬁgl

1n country of total

(DS) (DS) (DS) (DS) (UPS)
AndhraPradesh . . . . . . . . . . . 7B 747 487 735 30-17
Assam . . . . . . . . . . . . . 1-62 87-3 251 5:09 41- 84
Bihar . .« o~ e e e e 567 77°5 675 404 43-07
Gujarat . . . . e e e 440 72:0 32-1 579 3221
Haryana . . . . . . . . . . . . . 2-23 78:9 11-8 7:59 47-20
Himachal Pradesh . . . . . . . . . . . 0-36 866 13-4 312 54-64
Jammuand Kashmir . . .« . .« o« o« . ... 072 755 11°9 557 63-82
Karmataka . -« o+« e e oo 470 515 375 506 5438
Kerala . . . . . . . . . . . . . 1140 78:2 541 21:19 41- 66
Madhya Pradesh . . . . . . . . . . . 4-05 655 283 2-86 3795
Maharashtra . . . . . . . . . . . . 7-44 49 2 311 4-67 4222
Orissa . . . . . . . . . . . . . 43-12 85.4 453 644 35-85
Punjab . . -« e e e . 1.89 59-2 171 507 5916
Rajasthan e e s e 5,40 81.7 30 4 574 20:82
TamilNadu . . . . . . . - . . . . 14 .58 61-7 38:3 10- 36 35-84
Uttar Pradesh . . . . . . . . . . . . 8.45 76' 1 20-1 34 47-37
West Bengal . . . . . . . . . . . . 9.45 568 32'5 8:13 3844

AllIndia . . . . . . . . . . . . 100- 00 685 331 609 39-86

UPS : Usual Principal Status
DS : Daily Status

Source 1 A Note on Consideration of Employment Objective in Sectoral Plans. Labour, Employment and Manpower Division. Planning
Commission, New Delhi, 1990.

Table 4 : Pattern of Central Resource Transfers to State x951-52 to 1984-35

. (Percent)
Category 541--56 SGEGI 6 11-1-26 661169 69\-]-74 7)1/-1-79 8(}/1185 Total
Finance Commission - . . . . 31-2 320 28-4 333 359 435 41-3 40-1
Share in taxes . . . . . 24-0 23-3 21-4 24-0 30-2 331 38'9 349
Grants under Art 275. . . . . 1-9 5-3 5:2 7-9 47 i0-1 22 4-6
Other Grants . . . . . 53 34 1-8 1-4 i-0 03 02 0-6
Pian Transfers . . . . . 61-5 36-0 439 359 31-3 41-5 43-4 41.1
State Plat Scheme . . . . 24-5 36:9° ‘44-9 33-1 23-4 31-4 32:0 31-2
Central/Sponsored Schemes . . . 37-0 * 4:0 2'8 7-9 10-1 11-4 9:9
Other Transfers . . . . . 73 3t-3 227 30°8 328 15-0 15-3 18-8
ToTAL . 100 100 100 100 100 100 100 100

*[ncluded under State Plan Scheme,
Source: Report of the Sarkaria Commission, Annexure X.4.
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Table 5 : Percentage of Projected Public Sector Gutlay on Different Secior in the Seventh Plan

Szctors

Percentages
1. Energy e e e e e e e e e . 30-45
2. Social Services - . . . . . . . . . . 1631
3. Transport . . . . . . . . . . . . . . . . 12-76
4. Industry and Minerals . . - . . . . . . . . . . 12-48
5. Irrigation . . . . . . . e 9-43
6.. Agriculture . . . . . . . . . . . . . . . 5 87
7. Rural Development . . . . . . 5 04
8. Communication Information and Broadcasting 3-60
9. Special Area Programme . 1-75
10¢ Science and Technology - . . . . . . . . . 1-37
11, Others e e e e e e e e 0-94
12, Total . . . . . . . . . . . 100-00
Source: Seventh Five Year Plan. Planning Commission, Government of India, 1985.
Table 6 : Contribution of Mills Powerlooms and Handlooms in Cotton Cloth Production
Year Mills Powerlooms Handlooms Total
1961 . . . . . . . . . . . . . 4701 705 1507 7073
(66- 46) {11-09) (22-45) (100-00)
1971 . . . . . . . . . . . . . 3957 1304 2015 7356
(53-79) (18-81) (27-39) (100-00)
1981 e e e e e 3147 3189 1784 8120
(38-76) (39-27) 21-97) (100-00)
1984 . . . . . . . . . . . . . 2619 3348 3073 9040
(28-97) (37-04) (33.99) (100-00)
1989 . . . . . . . . . . . . . 1988 3873 3551 9412
(21-12) (41- 14) (37.73) (100- 00)

( ) Figures in parentheses are percentages to the total.

Source: Report on the Textile Industry. Textile Commissioner’s Office, Ministry of Textile. Government of India, 1989.
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Table 7 : Number of Main Workers in Rural Honsehold Industries

1961 1981
Male Female Total % to Male Female Total % to
total total
mfg. mfg,
1. Grain mills products - . . . 103006 166380 269386 2-71 70608 10833 21441 1-50
(38:24) (61-76) (100-0) (86-70) (13-30) (100-0)
2. Production of indigenous sugar, boora,
khandsari, gur etc. from sugarcane and
palm juice . . . 66802 59891 126773 1-28 19693 7647 27340 0-50
(52:76) (47 24) 100 ©) (72:03)  (27°97)  (100:-0)
3. Productionofediblecils . - . 123106 87208 210314 211 23691 . 5490 . 29181 054
(58-53) (41-47) (100-0) 21-19) (18-81) * (100-0)
4. Cotton spinning in other thanmills . 39142 31463 70605 071 17165 44323 61488 1-13
(55-44) (44:56)  (100-0) (27-92)  (72:08)  (100-0)
5. Cotton weaving handlooms . . 725378 684188 1409566 14-18 531054 152027 683081 12-57
(51-46) (48-54)  (100°0) 774 (22.26)  (100-0)
6. Manufacture of khadi textlle in
Handlooms . .. 37249 18110 55359 0-56 16922 5133 22055 0-41
67-28) (32'72) (100-0) (76-73)  (23-27)  (100-0)
7. Wool spinning in other than mills . 7057 64905 71962 0-72 761 4573 5334 0-10
(9.8 (90°19) (100-0) (14°27) (85-73) (100-0)
8. Wool weaving in Handloom . . 32430 22583 55013 0-55 3412 2383 5795 0-11
(58.95) (41°05)  (100°0) (58-88)  (41-12)  (100-0)
9. Spinning of Silk other than in nulls . 5512 13869 19381 0-19 3583 4621 8204 0-15
(28-44)  (71.56)  (100°0) (43-67)  (56:33)  (100-0)
10. Weaving of Silk textiles in Handlecms . 70994 22512 93506 0-94 43686 14578 58264 1-07
Sub —Total from 4 to 10 (Total Hardlccm) 917762 257630 1775392 17-06 616583 227638 844221 15- 54
{51:69) (48:31) (100°0) (73:04) (26-96) (100-0)
11. Cotton weaving in Powerloom . 9451 4103 13554 014 10698 2061 12759 0-23
©9:73) (30.27) (100.0) (83-85) (16°15) (100 0)
12. Wool weaving in Powerloom . . 1815 1319 3134 003 237 102 339 001
(57°91) (42°09)  (100-0) (69°91)  (30-09)  (100-0)
13, Silk weaving in Powerloom . . . 1606 513 2119 0.02 1393 432 1825 003
(75:79)  (24°21)  (100.0) (76°33)  (23-67)  (100.0)
Sub-Total from 11 to 13 (Total T T
Powerloom) . . . 12872 5935 10807 019 12328 2595 14923 0-27
(68-44) (31.56) (100.0) 82.61) (17-39)  (100-0)
14. Manufacture of Wood and Wood
products . . 914614 482159 1396773 14 05 905275 264313 1169588 21+ 53
(65-48) (34 82) (100.0) (77.40) (22-60) (100-0)
15. Curing tanmng and finishing of Hides
and Skins & preparauon of ﬁmshcd
products . . . 61450 17510 78951 0.79 10813 1580 12393 023
(77°83) (22°17) (100.0) (87.25) (12-75) (100° 0)
16. Footwear manufacturing . . . 319474 32665 352139 124501 7242 131743 2-43
(90°72) 9 28) (100.0) 3.54 (94- 50) (5:50) (100 0)
17. Manufacture of Earthenware and
Earthen pottery . . . . . 3998-42 208271 608059 612 356025 95149 451174 8-31
(65.76) (3424  (100°0) (78'91)  (21°09)  (100°0)
Grand Total of Selected Industries . 2919008 1917586 4836594 4864 2139517 622487 2762004 50-85
(60 33)  (39°65)  (100-0) (77°46)  (22°53)  (100-0)
Total of the whole Manufacturing Sector 6071152 3671518 9942670  100-00 3931502 1500687 5432189 10000
61-068) (38-94) (100°0) (72'37y  (27°63) (100 0)

Source: General Economic Table Census of India, Table B-12 to B-17, Par I1I-13 (i1) of 1981 and Part II B (i) Q}T;g] .
Note : Figures within brackets are the percentage of male and female to total workers.
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Table 8 : Employment in Different Rural Industries (1977-78 and 1983-84)
(Numbers in Millions)

1977-78 1983-84
" " Male  Female Total %to  Male Female Total %to
total total
mfg. mfg.
1, Grajn Mill products . . . 030 013 0-42 3-35 043 016 C- 59 377
2. Production of indigenous, boora sugar,
khandasri, gur, etc. from sugarcane
and Palm juice . . 018 004 022 1-76 014 0-01 015 096
3. Production of Edible oils . . . 007 003 010 080 007 0 03 010 0 64
4. Cotton spinning in other than mills . 002 012 014 7:98 004 0.12 016 1:02
5. Cotton weaving in Handlooms 0 S8 0 40 098 7-82 0-55 0-46 1-01 6°45
6. Manufacturing of Khadl textile in
Handlooms . . . 002 0 01 003 024 004 012 016 102
7. Wool spinning in other than mills 7
0 03 003 0- 06 048 0 02 003 0 05 032
8. Wool weaving in Handlooms
3
9. Spinning of silk other than in mills % 006 0-03 009 072 009 003 012 0-77
10. Weaving of silk Handlooms J
Sub-total from 4 to 10 (Total Handloom)  0-7L  0-59 130 1038 074 076 150 955
11, Cotton weaving in Powerloom . 0 05 002 0-07 0°56 0-10 002 012 077
12. Wool weaving in Powerloom .
13 Silk weaving in Powerlooms . .
Sub-Total from 11 to 13 T S T e
(Total Powerlooms) . . . 0° 05 002 007 056 010 0 02 012 0-77
14, Manufacturing of wood and wood - T T - «
products . R . . . 126 0-44 1-70 1357 129 061 180 12° 14
15. Curing, tanning and finishing of hides
skin preparation of finished pro~
ducts . . . . . . 0-03 . 0-03 024 0-03 0-01 0-04 026
16, Footwear manufacturing . . . 0°23 0-02 025 1-98 0-20 0-03 0-23 1-47
17, Manufacture of Earthenware and
Earthen Pottery . . . . . 051 0-27 0-78 623 052 033 0-85 5-43
Grand Total of Selected Industries .  3'34  1'54 487 3887 352 196 548 3502
Total of the whole Manufacturing Sector  8:83 370 12:53 10000 10-13 552 1565  100-00

Source: National Sample Survey, Rounds 32nd and 38th Rounds, CSO Publication, New Delhi.
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ANNEXURE

TERMS OF REFERENCE
THE STUDY GROUP ON PLANNING PROCESS

To study the models of the national plans
and to report on the underlying assump-
tions regarding labour absorption in the
economy and on the wages and incomes
policy underlying the growth strategy with
special reference to rural labour.

To study the wages and income policy and
to look, in particular, to the sectoral and
regional investment patterns and techno-
economy and on the wages and incomes
loyment potential created in different
plans.

To examine the process of plan formulation
and implementation in order to identify
the stages at which the concern for emp-
loyment  generation and fulfilment of
other basic needs of rural labour such as
nutrition, shelter, clothing, {uel, health,
education, water supply etc., are incorpora-
ted in the plans.

To assess the responsiveness of the plan
formulation and implementation to the felt
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needs of different categories of rural labour
particularly and assess the degree of their
deficiency from normative standards.

To examine the process of planning at the
State and district levelg with a view to
assess the concern for employment deflect-
ed at these levels.

To examine special schemes for employ-
ment generation and their efficacy in creat-
ing employment and income earning op-
portunities for the poor in the farm and
non-farm sectors.

To examine the prospects for sustainability
of the special projects for employment
generation in the farm and non-farm sec-
tors.

To suggest improvements in the process of
plan formulation and in the implementa-
tion strategies for the special employment
programmes to achieve the objective of
full and productive employment of the
rural labour,



