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Chapter 7 

Impact of Public Expenditure on Economic 
Development 

In the preceding Chapter the nature and trend of developmental 

expenditure and its sectoral performance have been analysed. In this chapter, we 

have proposed to investigate the impact of public expenditure on economic 

development. As a background of this investigation, a brief discussion of the roJe 

of public expenditure in a developing economy and the pattern of public 

expenditure in India are being discussed. This will facilitate to find out if any 

significant change has taken place in economic growth and income and wealth 

distribution in India during the 50-years of planning. The conclusion of this 

chapter will help us to judge the effects of public expenditure policy in India in the 

last fifty years of Indian planning. 

7.1 Measure of Economic Development: 
The economics of Development refers to the problems of economic 

development of underdeveloped countries. Though the study of economic 

development has attracted the attention of economists right from Adam Smith 

down to Marx and Keynes, yet they were mainly interested in the problems which 

were essentially static in nature and largely related to a Western European frame 

work of social and cultural institutions. It is however, in the forties of the 20th 

century and especially after the Second World-War that economists started 

devoting their attention towards analyzing the problems of under developed 

countries and formulating theories and models of development and growth. 

Economic growth is defined as sustained annual increases in an 

economy's real national income over a long period of time. In other wards, 

economic growth means rising trend of net national product at constant prices. 

This definition has been criticized by some economists as inadequate and 

unsatisfactory. According to them total national income may be increasing and 

yet the standard of living of the people may be falling. Taking this into account, 
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economic growth means the annual increase in real per capita income of a 

country over a long period. Thus Prof. Arthur Lewis says that "economic growth 

means the growth of output per head of population". The important point which is 

worth mentioning in regard to the definition of economic growth is that the 

increase in national income or more correctly increase in per capita income or 

output must be a 'sustained increase' if it is to be called economic growth. The 

World organizations such as World Bank and IMF and in India our Planning 

Commission, Central Statistical Organization (CSO) and Reserve Bank of India 

have been measuring economic growth on the basis of both overall GNP or NNP 

and per capita income. 

No distinction was drawn between economic growth and development in 

the beginning of the evolution of the concept of economic development. However, 

since the seventies, it has been thought necessary to distinguish between 

economic growth and economic development. Traditionally, economic 

development has been interpreted in terms of planned changes in the structure of 

national product and the occupational pattern of labour forces and the institutional 

and technological changes that bring about such changes or accompany such 

changes. (Kuznet in his study of "Modem Economic Growth"). In this view the 

share of agriculture in both national product and employment of labour force 

declines and that of industries and services increases. C.P. Kindleberger writes, 

"economic growth means more output, and economic development implies both 

more output and changes in the technical and institutional arrangement by which 

it is produced'.( C.P.Kindleberger, Economic development) 

Thus, according to traditional view, economic development implies growth 

plus structural change. Structural change refers to changes in technological and 

institutional factors which causes shift of labour from agriculture to modern 

manufacturing and services sectors and also generate self sustaining growth of 

output. During the process of economic development there occurs a shift of 

working population from low productivity employment in agriculture to the modern 

industrial and services sectors having higher level of productivity of labour. Along 

with this change in sectoral distribution of labour force there occurs a change in 

sectoral composition of national income in which percentage contribution of 
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agriculture to national income declines. However, due to failure of traditional 

strategies of development in solving the problems of poverty, unemployment and 

inequality, it was realized in the seventies that the concept of development should 

be broadened so that it should signify that well-being of the people has 

increased. Recently, the concept of economic development has been further 

widened so that it involves not only reduction in poverty, inequality and 

unemployment, but also requires improvement in the quality of life which includes 

clearer environment, better education, good health and nutrition. To day 

economic development is interpreted not only in terms of more growth in 

economic well-being but also in terms of good-quality of life which, according to 

Prof. Amatya Sen, consists in enlargement of opportunities for people and 

freedom of human choices (Amartya Sen,2001) also includes enjoyment of 

human rights. The United Nation's 'Human Development Report' of 1994 in the 

writings of which Prof. Amartya Sen made a significant contribution, asserts, 

"Human beings are born with certain potential capabilities. The purpose of 

development is to create an environment in which all people can expand their 

capabilities and opportunities can be enlarged for both present and future 

generations.... Wealth is important for human life, but to concentrate on it 

exclusively is wrong for two reasons. First, accumulating wealth is not necessary 

for the fulfillment of some important human choices ....... Second, human choices 

extend far beyond economic well-beings". 

Thus economic growth is related to quantative sustained increase in the 

country's per capita output or income accompanied by expansion in its labour 

force, consumption, capital and volume of trade. On the other hand, economic 

development is a wider concept than economic growth. It is taken to mean growth 

plus changes i.e. growth plus qualitative improvement in the life of the people or 

qualitative improvement in all social system prevailing in the economy. 

The fundamental objective of economic policy in India is to accelerate 

economic development of the country with social justice. As defined above, the 

objective is not only to raise the national income or per capita income but also to 

ensure that the benefit is equitably distributed, and the disparities income and 

living standards are improved without social tension in the fabric of democratic 
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society. The Directive Principles of the Indian constitution envisage a society in 

which all have equal opportunity, all have a right to be provided with work, and 

live in a social order where there is no exploitation of the economically weak by 

the strong and where disparities in income and wealth are reduced to the 

minimum. 

7.2 Role of Public Expenditure in a Developing Economy 

The role of public expenditure in economic development lies in increasing 

the growth rate of the economy, providing more employment opportunities, 

raising incomes and standard of living, reducing inequalities of income and 

wealth and bringing about regional balance in the economy. This in turn 

necessitates governmental planning. The scope and the type of the planning 

practicable in different countries depends on the nature of the economic system 

of the country concerned i.e. whether the country is a mixed economy or a 

socialistic one or a market economy . Therefore, the role envisaged for the 

government of an underdeveloped country in the process of its economic growth 

is mainly a function of its political and social philosophy. In most of the 

underdeveloped countries of Africa and Asia which are practicing the philosophy 

of democratic planning and mixed economy, public expenditure has to play a vital 

and dynamic role for the promotion and acceleration of the pace of economic 

development . 

There is however, difference in the role of public expenditure between an 

advanced industrialized countries and an underdeveloped country like ours. In a 

developed country, the role of public expenditure is to maintain a smooth rate of 

growth on the other hand, there should be growth without cyclical fluctuations and 

at the same time should counteract secular tendency towards stagnation and 

improve income distribution. In an underdeveloped country, public expenditure 

has an active role to play in reducing regional disparities, developing social 

overheads, creation of infrastructure of economic growth in the form of transport 

and communication facilities, education and training, growth of capital goods 

industries, basic and key industries, research and development and so on. Public 

expenditure has a great role to play in the forms of stimulating saving and capital 



163 

accumulation. On the basis of above discussion, the role of public expenditure in 

economic development in an underdeveloped country can be explained in terms 

of its role - (a) in promoting economic growth; (b) in reducing inequalities in 

income and wealth distribution; (c) in bringing about balanced regional 

development. 

7.3 Public expenditure in Promoting Economic Growth: In 

developing countries like India if public expenditure is judiciously planned, can 

promote production. If the Government expenditure is incurred on investment 

projects for capital formation like building of canals, railways, dams and other 

infrastructural facilities, it will expand productive capacity and generate long term 

economic growth. The Government expenditure should also be directed towards 

meeting the immediate needs of the economy so that a balance between the 

demand and supply of goods is well secured and inflationary tendency is 

avoided. Therefore, public expenditure should be directed towards increasing 

agricultural productivity to meet the growing demand for goods and raw materials 

to increase the supply of consumer goods sector which may also provide 

sufficient employment opportunities. The growth rate of the economy can be 

increased only when public expenditure fulfils the short-term and long-term 

objectives of the development plan. 

Public expenditure on economic and social overheads provides larger 

employment opportunities, raises incomes and the productive capacity of the 

economy. For instance when the government starts public works like the 

construction of road, railways, power projects, canals, dams, etc., it gives 

employment to millions of unemployed people in underdeveloped countries. The 

provision of such services helps to increase production, trade and commerce. 

Public expenditure on social overheads like education, public health, cheap 

housing, etc., makes the people healthier and efficient which in turn increase 

productivity or power to produce. Thus public expenditure can create the "critical 

skill" needed for rapid development by investing in human capital. 

Apart from augmenting total production, the public expenditure also affect 

allocation of resources towards desired channels. In order to remove scarcities of 
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food products during stringencies, the state opens fair price shops and may even 

subsidize food for working classes to maintain their health and efficiency. It may 

fix minimum prices for foodgrains, and through state trading and creation of buffer 

stocks encourage farmers to produce more. Through subsidies and grants and 

also through its purchase policy, the government may succeed in diverting 

resources to neglected industries. Thus, besides, raising the level of production, 

the government expenditure can influence the pattern of production or 

composition of output. At the same time by diverting resources through subsidies 

and bounties to the backward regions it can promote growth of output in 

backward regions. We thus see that public expenditure, if wisely conducted, can 

promote production by raising the levels of productivity or power to produce and 

save. To increase the production of certain essential commodities and to end 

private monopoly in various spheres of production, the state may start public 

enterprises. Public expenditure can thus spread to all spheres of economic 

activities. 

7.4 Public Expenditure in Reducing Income Inequality through 
Redistribution: 

In modern times the government modifies the free working of market 

mechanism in respect of income distribution not only through devising proper tax 

structure but also through various forms of public expenditure. Through public 

expenditure the government may be in a position to redistribute income infavour 

of poor. It should be remembered that all types of public expenditure may not 

reduce inequalities in income distribution. The following forms of public 

expenditure redistribute income infavour of poor and therefore reduce inequalities 

in income distribution. 

(i) Expenditure on social security measure like unemployment insurance, 

sickness benefits, old age pensions are some of the measures which 

helps the people at times of contingencies. In recent years some state 

Governments in India such as Haryana, Panjab,Delhi have introduced 

old age pension scheme. 

(ii) Expenditure on various types of subsidies have also a redistributive 

effect. In India, subsidies on food, sugar, kerosene oil, handloom cloth, 

fertilizers are provided to the people and Government spend a good 
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part of its budget on these subsidies . Food, sugar, kerosene oil are 

sold through ration shop i.e. through public distribution system - at a 

prices below the market prices and the difference is borne by the 

Government as a subsidy . But it should be noted that, at present the 

benefits of these subsidies in India is enjoyed not only by the poor but 

by all those who are relatively well off. And hence, if the public 

expenditure on subsidies is to have a real redistributive effect, these 

subsidies should be targeted to the poor. 

(iii) Public expenditure by the Government on social infrastructure such as 

education, health care of the people, housing for the poor also tend to 

reduce income inequalities. With free or subsidized education as well 

as free or highly subsidized health care facilities the poor people's real 

income goes up. In most of the states in India education up to the 

middle class is free; and for higher levels the poor people are either 

given free education or charged low fees. Similarly, the Government 

spends a lot on public hospitals and dispensaries to provide health 

care to the poor people. Likewise, the poor people are given finamcial 

aid by the Government to build houses (lndra Awas Yojna). 

Expenditure on anti-poverty scheme like Jowahar Rozgar Yojna, 

Employment Assistance Scheme (EAS), Integrated Rural Development 

Programme (IRDP), Employment Guarantee Scheme (EGS) help to 

increase income of the poor people by generating employment. The 

Indian Government gives various types of subsidies to the cottage and 

small-scale industries which adopt labour intensive technique. Being 

labour-intensive, the growth of these industries generate a large 

number of employment opportunities which improve income 

distribution. 

7.5 Public expenditure in Balanced Regional Development: 

Lastly, public expenditure helps in bringing about regional balance in the 

economy. If things were left to market forces, commerce, banking, industries and 

almost all the main activities would be localized in a few selected regions, and the 

rest of the economy may be in a state of backwardness. As a matter of fact, 
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economic development in India under the British rule was confined to a few 

regions like Maharashtra, and Cities like Bombay, Calcutta, Madras, Kanpur, 

Ahmedabad. It is through planned public expenditure the less developed areas 

can be developed by starting certain projects like building of dams, digging of 

canal, and starting some new industries. The setting up of steel plant at Bhillai, 

Bokaro, Durgapur, Rourkela, the heavy electrical plants at Bhopal and Hardwar 

and many other public sector undertakings in the backward areas of the country 

are intended to bring about balanced economic development. Thus public 

expenditure is one of the important instruments for accelerating development in 

the underdeveloped regions which in turns brings about a balanced regional 

development in the underdeveloped countries. 

7.6 Pattern of Public Expenditure in India 

We have so long highlighted the role of public expenditure in the economy 

.We shall now discuss the impact of public expenditure in our economy in the 

light of the above discussion. The success of the fiscal policy of the government 

depends partly on the amount of government expenditure in relation to national 

income, partly on per capita government expenditure and partly on the 

proportion of government expenditure devoted to developmental as well as 

welfare activities or transfer benefits . 

We shall carry out our discussion by presenting first the government 

expenditure as a proportion of national income. This we have stated in table 7.1. 

The table 7.1 shows that the volume of public expenditure in India has not 

only grown up very rapidly but also has under gone a significant change during 

the plan period. In 1950-51, total government expenditure was only 10.58 per 

cent of national income (NNP at factor cost) . During the years 1990-91, the 

same has come to claim more than 34 per cent of national income. But after 

1990-91, it remained almost the same at 31 per cent. In absolute terms, the 

government expenditure has increased more than 567 times between the period 

under study. However, government expenditure per head of the population has 

increased by 202 times during the same period Therefore, the actual figures do 
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not give us the real insight of the growth and trend of the government 

expenditure. In 1950-51, the per capita government 

Table 7.1 
Proportion of Government Expenditure to National Income 

_iRs. in crores:At current Rrices) 
Financial Total Per capita Index of National Per capita Index of Govt.Exp 

Year Govt.Expen Govt. growth of Income* National growth of enditure 
diture Expenditu Govt.Exp Income National as %of 

(at current re(in Rs) enditure (In Rs.) Income National 
price) Income 

1950-51 967.38 26.94 100.0 9142 255 100.0 10.58 
1955-56 1383.55 35.20 143.0 9776 249 106.9 14.15 
1960-61 3120.18 71.89 322.5 15204 350 166.3 20.52 
1965-66 6439.93 132.78 665.7 23752 490 259.8 27.11 
1970-71 16735.54 304.27 1729.9 38968 720 426.3 42.95 
1975-76 18555.03 304.18 1918.0 69005 1137 754.8 26.89 
1980-81 35379.41 521.05 3657.2 118233 1741 1293.3 29.92 
1985-86 76415.35 1012.12 7899.2 221401 2932 2421.8 34.51 
1990-91 155141.47 1849.12 16037.3 450145 5365 4923.9 34.46 
1995-96 293103.50 3161.85 30298.7 941861 10160 10302.6 31.12 
2000-01 548993.09 5451.76 56750.5 1765238 17530 19309.1 31.10 
* New Senes (Base: 1993-94) 

Source:Table 3, 4 and 5 of the statistical appendix. 

expenditure was only Rs. 26.94 and it rose to Rs. 5451.76 in 2000-01. It is also 

evident from the above table that government expenditure grew much faster than 

that of national income. The table also show that in the early stage of 

development planning, the ratio of public expenditure to national income was 

quite low . It was assumed that in the early stage of planning the main problem in 

public expenditure policy was to transfer resources to the government sector. 

Moreover, at that time there was very little amount of expenditure for the 

promotion of economic development and social welfare. 

7. 7 Trend of National Income and Per Capita Income during the 
Plan Period: 

To analyse the impact of public expenditure on economic development, it 

is now proposed to examine the trends of national income, per capita income at 

current and constant prices. It is also proposed to examine the significant 

changes that have taken place during the planning period 1950-51 to 2001-02. In 

this section national income will be analysed in two broad aspects - (i) growth 
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aspect i.e. , a progressive increase in national income which is responsible for 

building up productive capacity of the economy and, (ii) distributive aspect, i.e. , 

distribution of the gains of economic development among the different classes of the 

society. 

The table 7.2 shows the figures of national income and per capita income 

at current and constant prices. The figures of national income at current prices do 

not give a real picture about the growth of the economy. This is because the 

increase in national income at current prices reflects the combined influence of 

two factors viz. - (a) the increase in production of real goods and services and, 

(b) the inflationary rise in prices. If national income increases due to the first 

factor, it is an indicator of real growth, because it implies that more goods and 

services have become available to the people. On the other hand, if it is due to 

second factor, it indicates an inflation of national income in money terms. 

Therefore, national income figures are deflated at constant prices to eliminate the 

effect of any changes of price level during the period. Consequently, national 

income figures at constant prices become comparable, but they are also deflated 

due to population growth effect. To eliminate the effect of population growth, the 

per capita national income is calculated, whereas the growth of the national 

income at constant prices is an index of the total productive effort on the part of 

the community and indicates the rate of growth of goods and services in the 

economy and on the other hand the growth of per capita income at constant 

prices is an indicator the change in the average standard of living of the people. 

From the table 7.2 it is seen that during the period 1950-51 to 2000-01 , 

national income at constant prices (New series, base: 1993-94) increased by 

703.43 per cent , but due to increase in population 35.9 crores in 1950-51 to 

100.7 crores in 2000-01(an increase of 180.50 per cent), the per capita income 

increased by only 186.43 per cent during the same period . The compound 

annual rate of growth of national income (at constant prices) was 4.2 per cent 

and that of per capita income was merely 2.1 per cent. On the other hand , at 

current prices, national income increased by 10.8 per cent per annum and per 

capita income increased by 8.5 per cent per annum. But a major portion of this 
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increase in national income at current prices is only illusory because it indicates 

only a monetary increase due to inflationary rise in prices. 

Table 7.2 
Movement of National Income during the Plan Period 

New Series (Base:1993-94) 

Financial Year National Income Per capita National 
(Rs. in crores) Income 

(In Rs.) 
At current At constant At current At constant 

prices prices prices prices 

1950-51 9142 132367 255 3687 
1951-52 9634 135551 264 3714 
1952-53 9474 139379 255 3747 
1953-54 10341 148159 273 3909 
1954-55 9628 154184 249 3994 
1955-56 9776 158001 249 4020 
1956-57 11706 166793 292 4159 
1957-58 11928 163902 292 4007 
1958-59 13299 176483 318 4222 
1959-60 13916 179592 327 4216 
1960-61 15204 192235 350 4429 
1961-62 15960 197514 359 4449 
1962-63 17029 200895 375 4425 
1963-64 19491 210946 420 4546 
1964-65 22814 226640 481 4781 
1965-66 23752 216244 490 4459 
1966-67 26918 217427 544 4392 
1967-68 31745 235418 627 4653 
1968-69 33421 241234 645 4657 
1969-70 36742 257359 695 4865 
1970-71 38968 270597 720 5002 
1971-72 41340 272252 746 4914 
1972-73 45392 270061 801 4763 
1973-74 55896 283061 964 4880 
1974-75 65432 286417 1103 4830 
1975-76 69005 313643 1137 5167 
1976-77 74242 316358 1197 5103 
1977-78 85151 340751 1343 5375 
1978-79 91094 359732 1406 5551 
1979-80 98631 338124 1485 5092 
1980-81 118233 363417 1741 5352 
1981-82 137388 384392 1985 5555 
1982-83 151716 393274 2143 5555 
1983-84 178121 423265 2464 5854 
1984-85 198794 440119 2690 5956 
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Financial Year National Income Per capita National 
(Rs. in crores) lncome(ln Rs.) 

At current At constant At current At constant 
prices prices prices prices 

1985-86 221401 459187 2932 6082 
1986-87 246064 477158 3191 6189 
1987-88 279400 493312 3546 6260 
1988-89 334302 545572 4153 6777 
1989-90 385729 582518 4693 7087 
1990-91 450145 614206 5365 7321 
1991-92 514607 617372 6012 7212 
1992-93 587064 648182 6732 7433 
1993-94 685912 685912 7698 7698 
1994-95 805981 734358 8876 8088 
1995-96 941861 787809 10160 8498 
1996-97 1093961 852085 11601 9036 
1997-98 1224787 890712 12772 9288 

1998-99 t' 1434456 948982 14712 9733 
1999-2000Ut: 1590301 1011224 16047 10204 
2000-01KC 1765238 1063479 17530 10561 
2001-02\oiC 1864292 1115157 17978 10754 

Compound Annual Growth Rate 
1950-51 to 1960-61 5.2 3.8 3.2 1.8 
1960-61 to 1970-71 9.9 3.5 7.5 1.2 
1970-71 to 1980-81 11.7 3.0 9.2 0.7 
1980-81 to 1990-91 14.3 5.4 11.9 3.1 
1990-91 to 2000-01 14.6 5.6 12.5 3.9 

2001-02 9.5 6.2 2.6 1.8 
1950-51 to 2001-02 10.8 4.2 8.5 2.1 
.. 

P :PrOVISIOnal 
QE: Quick Estimates 
RE : Revised Estimates 
Sourse: Hand Book of Statistics on Indian Economy. 2001 & 2002, Reserve Bank of India, 2001 & 
2002 and compound growth rates are computed on the basis of 

the formula given in chapter 3 

The table 7.2 reveals that during the first 10 years of planning (1950-51 to 

1960-61), national income(NNPat factor cost) at constant prices increased at the 

annual rate of 3.8 per cent and the performance of the economy has been on the 

decline thereafter. During 1960-61 and 1970-71, the rate of growth of national 

income came down to 3.5 per cent and that of per capita income to 1.2 per cent 

per annum. In the subsequent 10-year period (1970-71 to 1980-81), the rate of 

growth of national income was 3.0 per cent and this growth in national income 

further neutralized by the growth of population. This is indicated by the fact that 



171 

there was only 0.7 per cent annual rate of growth of per capita income during the 

same period. 

The Second Five Year Plan had in its longterm perspective of raising the 

living standards of the population stipulated that per capita income will be 

doubled by 1977. However, the increase of per capita income by merely 50 per 

cent during the 30 years period (1950-51 to 1980-81) only underlines the fact that 

the achievement was even less than half the long term projection made in the 

Second Plan. It is only by 1992-93, that the per capita income has doubled in a 

period of 42 years. 

There was a very perceptible improvement in the growth rate during the 

eighties. During 1980-81 and 1990-91, national income showed a growth rate of 

5.4 per cent per annum and the per capita income at constant prices improved on 

an average by 3.1 per cent per annum. This is a very healthy development. 

During 1990-91 to 2000-01, the annual average rate of growth of national income 

(at 1993-94 prices) was just of the order of 5.6 per cent per annum and that of 

per capita income was 3.9 per cent. During 1993-94 and 1997-98, the growth rate 

of national income at 1993-94 prices was 7.0 per cent on average and of per 

capita income at 5.1 per cent. The sharp spurt in growth is attributed to high 

growth in agriculture, manufacturing, electricity, construction, trade and hotels, 

transport other than railways and communication. During the last two decades 

(1980-81 and 2000-01), the average annual growth of national income was 5.5 

per cent and that of per capita income was 3.3 per cent. It implies that the 

economy has performed better during these two decades as compared with the 

earlier three decades. 

Now if we break up the figure into different plan periods, then it reveals 

that during First Plan , annual average rate of growth of national income was 3.6 

per cent (at 1993-94 prices), which improved to 4.1 per cent during the Second 

Plan. However, during the Third Plan, annual average increase in national 

income slumped down to 2.5 per cent which was just sufficient to neutralize the 

growth of population. This is indicated by the fact that there was 0.2 per cent rate 

of growth of per capita income during the Third Plan. This was largely the 

consequence of a serious drought in 1965-66 and thus the growth rate got 
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depressed. After 1967-68 the economy started picking up and the growth rate 

showed signs of improvement. During the Fourth Plan period, the average annual 

rate of growth of national income declined to 3.3 per cent and that of per capita 

income to 1.0 per cent per annum. The sharp increase in prices during 1972-73 

Table 7.3 
Annual Average Growth Rate in Various Plans 

(At 1993-94 Prices) 

Five Year Plans National Income Per Ca_Q_ita Income 
First Plan( 1951-52 to 1955-56) 3.6 1.8 
Second Plan(1956-57 to 1960-61) 4.1 2.0 
Third Plan(1961-62 to 1965-66) 2.5 0.2 
Annual Plans(1966-67 to 1968-69) 3.8 1.5 
Fourth Plan(1969-70 to 1973-74) 3.3 1.0 
Fifth Plan(1974-75 to 1978-79) 5.0 2.7 
Annual Plan(1979-81) (-)6.0 (-)8.3 
Sixth Plan(1980-81 to 1984-85) 5.4 3.2 
Seventh Plan(1985-86 to 1989-90) 5.8 3.6 
Annual Plans(1990-91) 5.4 3.3 
Annual Plan(1991-92) 0.5 (-)1.5 
Eighth Plan(1992-93 to 1996-97) 6.7 4.6 
Ninth Plan(1997-98 to 2001-02) 4.6 3.0 
1950-51 to 2001-02 4.2 2.1 

.. 
Source:CSO, Natrona! Accounts Statrstrcs, 2001 and 2003 

and 1973-7 4 and the shortfalls in production on account of lower utilization of 

capacity were the principal factor responsible for a lower growth rate during the 

Fourth Plan. 

During the Fifth Plan, the average annual increase in national income was 

of the order of 5.0 per cent and that of per capita income was barely 2. 7 per cent. 

On the whole, the performance of the economy during the Fifth Plan can be 

considered very satisfactory. During the Sixth Plan national income registered a 

annual growth rate of 5.4 per cent with per capita income growth rate of 3.2 per 

cent. 

During the Seventh Plan, India's national income grew on the average at 

the rate of 5.8 per cent per annum and the annual growth of per capita income 

was 3.6 per cent . Obviously, Seventh Plan achieved its objective of 5 per cent 
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growth rate of national income along with 3 per cent targeted growth rate f per 

capita income .This was a welcome development. 

During the Eighth Plan. national income achieved the growth rate of about 

6.7 per cent with a per capita growth of about 4.6 per cent . This healthy trend 

needs to be sustained. However, during Ninth Plan the annual average growth of 

NNP slumped down to 4.6 per cent with per capita NNP at 3.0 per cent. 

The performance of Indian economy described above, however, required 

careful quantitative analysis. We know that GNP is a misleading indicator in the 

sense that it only measures structural changes. In the context of economic 

development and rapid growth of the Indian economy and the national goal of 

establishing an egalitarian society which would ensure a comparative equality of 

income among the masses, the problem of distribution of income and wealth 

assumes great importance. The rate of the growth of national income or per 

capita income alone does not enable one to say with certainty whether the rich 

have become richer and the poor poorer, or whether a more egalitarian society 

has been established. The analysis of distributional aspect of national income will 

ascertain how the different sections of society of the economy shared in this rise 

in income and how the pattern of income distribution changed over this period. 

7.8 Distribution of Income and Wealth: 

To understand the distribution-picture we should first have an idea of the 

extend of inequalities. This will be helpful in grasping the seriousness of the 

problem as also in looking for the course and for devising measures for reducing 

these inequalities to a desirable level. 

The distribution of income in the economy is highly unequal if at the one 

end there are very few at the top, constituting a very small percentage of total 

population, who are command a very larger proportion of national income and at 

the other end i.e. at the bottom there are a very large number, constituting a 

substantial percentage of population, but with a very small share in national 

income. 
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Simon Kuznets in his study-"Quantitative Aspects of Economic Growth of 

National income: XIII Distribution of Income by Size"(January 1963) concluded 

that 'there is a greater inequality in the distribution of income in developing that in 

developed countries ........ the pattern of income distribution of the developed 

counties in the period1900-04 is not dissimilar to the present pattern in 

developing countries.......... In this developed countries the inequalities in 

income have narrowed overtime with the share of the upper income group 

declining ........ Kuznet in his work showed income distribution for India in 1949-

50, for Ceylon in 1950, and for Puerto Rico in 1948. Kuznets concluded that the 

data show that income distribution in these countries is some what more unequal 

than in the USA or UK .It was also seen that poorest 60% of the people received 

28% of income in India, 30% in Ceylon and 24% in Puerto Rico. These figures 

may compared with 34% in the USA and 36% in the UK . The total income 

received by richest 20% is 55% in India, 50% in Ceylon and 56% in Puerto Rico. 

In the USA, it is 44% and in the UK 45%. 

However, Simon Kuznets's views with regard to more uneven distribution 

of income in underdeveloped countries than in developed ones have been 

disputed by P .D Ojha and V.V.Bhatt in their study "Pattern of Income Distribution 

in Underdeveloped Economy - A Case Study of lndia"(American Economic 

Review, September 1964). They did not deny the presence of inequalities of 

income in Income. But showed that India has a relatively low degree of unequal 

distribution of income among underdeveloped countries. This can be shown with 

the help of table 7.4. It appears from this table that the distribution of personal 

income is more uneven in other countries than in India. The share of the top 5% 

in these countries ranges between 20% and 37.0 %, while the share of top 10% 

is between 28 and 46.7 per cent. It is significant to note that in India the shares of 

the top 5 per cent and top 10 per cent are the lowest among these countries. 

Similarly, though there are not very sharp differences between the shares of the 

bottom 20 per cent in the developed and underdeveloped countries (excluding 

India), its share in India is the highest. Therefore, we can conclude that the belief 

of greater inequality in the distribution pattern in developing countries seems to 

be less valid in the case of the Indian distribution pattern. The recent study 
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conducted jointly by the World Bank and the Institute of Development Studies at 

Sussex University (England) also supports the above conclusion. 

Table 7.4 
Distribution of Personal Income in Selected Countries 

Countries Bottom Bottom Top Top 10 Top5% 
20% 60% 20% % 

Developed Countries 
USA(1950) 4.8 32.0 45.7 30.3 
UK(1951-52) 5.4 33.3 44.5 30.2 
West Germany(1950) 4.0 29.0 48.0 34.0 
Sweden( 1948) 3.0 29.1 46.6 30.3 
Under developed 
Countries 8.0 36.0 42.0 28.0 
lndia(1953-54 to1956-57) 5.1 27.7 53.9 40.6 
Ceylon(1952-53) 4.4 21.2 61.4 46.7 
Mexico(1957) 6.1 31.2 48.5 34.1 
ltaly(1958) 

Source: Kumar. V, Government Expendtture and Economic Development, Criterion 
Publication, New Delhi, 1986. 

20.4 
20.9 
23.6 
20.1 

20.0 
31.0 
37.0 
23.4 

Data given in table 7.5 reveals that income inequalities were very 

high in Brazil and Mexico. They were moderate in UK, USA and China, but were 

low in Pakistan, India and Sri lanka and Switzerland. 

Table 7.5 
Distribution of Personal Income in Selected Countries 

Countries Lowest 20% Middle 60% Highest 20% H/L 
Brazil(1996) 2.5 33.7 63.8 25.5 

Mexico(1995) 3.6 38.2 58.2 16.2 
UK(1991) 6.6 50.4 43.0 6.5 

Switzerland( 1992) 6.9 52.8 40.3 5.8 
China( 1998) 5.9 47.5 46.6 7.9 
USA(1997) 5.2 48.4 46.4 9.0 
Pakistan91996- 9.5 49.4 41.1 4.3 
97) 8.1 45.8 46.1 5.7 
lndia(1997) 8.0 49.2 42.8 5.4 
Sri Lanka(1995) 

Source. World Development Report, 2000-01 
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Income distribution in different period during the 1950s was estimated by 

F. H. Lydall , N. S. Iyengar and M. Mukherjee, the Reserve Bank of India (RBI) 

and the National Council of Applied Economic Research (NCAER) . Since there 

are methodical differences between the various estimates and none of them 

covers the entire period 1950-51 to 1960-61, it is not possible to draw any firm 

conclusions regarding the results in income distribution. However, the broad 

picture that emerges from these estimates (Table 7.6) is follows: 

Table 7.6 
Personal Income Distribution for Different Periods 

Groups RBI Estimates lyenger & Lydall 
1953-54 to 1956-57 Mukherjee Estimates 

Estimates 
1952-53 to 1956-57 

Rural Urban Total Rural Urban 

Top5% 17.0 26.0 20.0 14.0 17.5 23.0 
Top 10% 25.0 37.0 28.0 24.0 25.0 34.0 
Top 50% 44.0 38.0 44.0 - - 41.0 

Bottom 20% 9.0 7.0 8.0 7.5 8.5 9.1 
Source: Kumar. V, Government Expenditure and Economic Development, Cntenon 

Publication, New Delhi, 1986 

NCAER 
Estimabtes 

(1960) 

Rural Urban 

- 31.0 
33.6 42.4 
45.7 40.6 
4.0 4.0 

The RBI estimates show that whereas the bottom 20 % of the population 

has only 8 % of the total income, the top 5 % has a share of 17 % and that the 

top 10 % accounted for 28 % of national income. The rural-urban breakdown in 

this estimate shows in addition that the income distribution is more unequal in the 

urban sector than in the rural sector. Lydall's estimates run closer to the RBI 

estimates which show that whereas the top 5 % of the total household shared 23 

% of the monthly per capita income, the bottom 20 % had a share as low as 9.1% 

of the monthly per capita income in 1955-56. The corresponding figures in the 

lyenger and Mukherjee estimates for 1956-57 are 17.5 % and 8.5 %. The 

percentage share in aggregate income of the top 5 % in the lyenger and 

Mukherjee's estimates is lower than Lydall's figures. Iyengar and Mukherjee's 

estimates also show an increase in the share in total income received by the top 

10 per cent and the bottom 20 per cent of the households, which implied that the 

middle income groups became worse off over the period 1952-57. The NCAER 

estimates revealed that top 10 % of the households sharing 33 .. 6 % and 42.4 % 
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of total income respectively, for the rural and urban sector ; while the bottom 20 

% getting only a share of 4 % in both the cases. These findings confirm the RBI 

estimates that rural incomes are less unequally distributed than urban incomes. 

The Planning Commission in the Draft Five Year Plan 1978-83 observed, 

"Trends in the distribution of income and wealth are difficult to discern, but the 

evidence of persistence of gross inequalities is clear. Analysis of consumption 

expenditure (data source: NSS- 28TH Round) shows that in 1973-74 the lowest 

20 per cent accounted for 9.5 per cent of total consumption in rural areas while 

the highest 20 per cent accounted for 38 per cent . For urban areas the 

corresponding figures were 9.2 per cent and 40 per cent . 

The World Bank's estimates of income distribution in India for 1983, based 

on results of theU.N.International Comparison Programme Phase V , for 1985, 

however indicate that income inequalities have somewhat diminished in this 

country between 1975-76 and 1983 . Although the World Bank's two estimates, 

that is, for 1975-76 and 1983 are not strictly comparable, they nevertheless show 

that while the share of top 1 0 per cent households had declined from 36.6 per 

cent of the household income in 1975-76 to 26.7 per cent in 1983 , the share of 

bottom 40 per cent households rose from 16.2 per cent of the household income 

to 20.4 per cent during the same period . 

Table 7.7 
Estimation of Incidence of Poverty in India 

Year Poverty Ratio (%) Number of Poor (Million) 
Rural Urban Combined Rural Urban Combined 

1973-74 56.4 49.0 54.9 261.3 60.0 321.3 
1977-78 53.1 45.2 52.3 264.3 64.6 328.9 
1983 45.7 40.8 44.5 252.0 70.9 322.9 
1987-88 39.1 38.2 38.9 231.9 75.2 307.1 
1993-94 37.3 32.4 36.0 244.0 76.0 320.3 
1999-2000 27.1 23.6 26.1 193.2 67.1 260.3 

Source. Econom1c Survey 2003-04 

The success of the anti-poverty strategy is reflected in the decline in the 

combined poverty ratio from 54.9 per cent in 1973-74 to 36.0 per cent in 1993-94 
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(Table No). The poverty ratio declined by nearly 10 percentage point in the five 

year period between 1993-94 to reach 26.1 per cent in 1999-2000. While the 

proportion of poor in the rural area declined from 56.4 per cent in 1973-74 to 271 

per cent in 1999-2000, the decline in urban areas has been from 49 per cent to 

23.6 per cent during this period. In absolute terms the number of poor declined to 

260 million in 1999-2000, with about 75 per cent of these being in rural areas. 

Wide inter-state disparities are visible in the poverty ratios between rural 

and urban areas as also in the rates of decline of poverty. Among the major 

states Orissa, Bihar, West Bengal and Tamil Nadu had more than 50 per cent of 

their population between poverty line in 1983. By 1999-2000, while Tamil Nadu 

and west Bengal had declined their poverty ratio by nearly half, Orissa and Bihar 

continued to be the two poorest states with poverty ratio of 4 7 and 43 per cent 

respectively. In 1999-2000, 20 states and U.T had poverty ratio which were less 

than the national average. Among the other states J & K, Haryana, Gujrat, 

Punjab, Andhra Pradesh, Maharastra and Karnataka also succeeded in 

significantly reducing the incidence of poverty (source of data : Economic survey 

2003-04) 

In another estimate N. S. Iyengar and P. R. Brahmananda have calculated 

Gini Lorenz Ratios. They have used the NSS data on consumption expenditure 

for this purpose. Their results are given in table 7.8. 

Table 7.8 
Plan wise Average Gini-Lorenz Ratio 

Plan No. of observations Rural Urbam 
First Plan(1951-52 to 1955-56) 6 0.34 0.38 

Second Plan( 1956-57 to 1960-61) 6 0.33 0.37 
Third Plan(1961-62 to 1965-66) 4 0.33 0.35 

Annual Plans(1966-67 to 1968-69) 3 0.30 0.33 
Fourth Plan(1969-70 to 1973-74) 4 0.29 0.33 
Fifth Plan(1974-75 to 1978-79) 1 0.31 0.33 

Annual Plan(1979-81) NA NA NA 
Sixth Plan(1980-81 to 1984-85) 1 0.30 0.33 

Source. N. S.lyengar and P. R. Brahmananda, "Estimated D1stnbut1on Parameters and Their 
Behaviour'' in The Development Process of The Indian Economy (Bombay, 1987) 
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From the results given in table 7.8 we can draw the following 

conclusions: 

(1) Since during the 1950s the average Gini-Lorenz Ratios for both rural and 

urban areas were higher than the Gini-Lorenz Ratios for the subsequent 

decades, inequalities in the distribution of consumption expenditure have 

declined over time. 

(2) From 1960 onwards, the Gini-Lorenz Ratio of the rural areas has been 

stable around 0.30. This implies that over this period inequalities in the 

rural areas have not increased. The Gini-Lorenz Ratio for the urban areas 

has been stable at 0.33 over the period from mid-1960s to the mid-1980s 

which means that there is no evidence in support of the commonly held 

notion that in cities inequalities have increased. 

(3) The Gini-Lorenz Ratios for the urban areas are about 1 0 to 12 per cent 

higher than that for the rural areas. This clearly suggests that inequalities 

are higher in the urban areas than in the rural areas. 

Gini coefficients are aggregate inequality measures and can very any 

where from 0 (perfect equality) to 1 (perfect inequality). The Gini coefficient for 

India from 1950-51 to 1999-2000 is depicted in the table 7.9 and it is seen from 

the table that during the period the coefficient show a decreasing trend both for 

the rural and urban India which inturn indicate a decreasing trend of income 

inequality during the period mentioned above for both rural and urban India. 

However, the table also reveals that the rural incomes are relatively equitably 

distributed than that of urban income .The index of annual rate of change of Gini 

coefficient during 1970-71 to 1999-2000 is 0.0 per cent for the rural India and it is 

0.3 per cent for urban India. 

The increased income, as a result of planned development, which has 

been shared by various sections of the population sufficiently, indicates the 

changes which took place in the distributive shares during the planning period. 

The Mahalonobis Committee pointed out two important reasons for the unequal 

distribution of income in the hands of a very small portion of people in the 



Table 7.9 
Ginl Coefficient of Per-Capita Consumer Expenditure in India 

Financial Year Gini coefficient 
Rural Urban 

1950-51 33.7 40.0 
1960-61 32.5 35.6 
1970-71 28.8 34.7 
1973-74 28.5 30.8 
1977-78 30.9 34.7 
1980-81 - -
1983-84 30.1 34.1 
1987-88 29.4 34.6 
1990-91 27.7 34.0 
1993-94 28.6 34.3 
1997-98 30.6 36.5 

1999-2000 NA NA 
Index of annual rate of 

change,1970-71 to 0.0 0.3 
1999-2000lo/~ .. 

Source: lnd1a Development and Part1c1pat1on, Jean Dreze 
and Amartya Sen , Oxford University Press. 
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country. Firstly, unemployment and underemployment and the resulting low 

productivity are important factors for low levels of income for the large masses of 

people. Secondly, the heavy concentration of income in the hands of a few 

people. According to the Mahalonobis Committee, the inequality in the wealth 

distribution is higher than in income distribution. The Reserve Bank of India in its 

All-India Debt and Investment Survey for 1991-92 has provided data for asset 

distribution in the rural and urban household separately. 

The data (table 7.1 0) revealed that 27 per cent of rural households, 

owning assets worth less than Rs. 20,000 accounted for only 2.4 per cent of total 

assets, and 23.8 per cent of households in the asset ownership range of Rs. 

20,000- 50,000 accounted for only 7.5 per cent of total assets. In other words, 

nearly 51 per cent of households owned only 10 per cent of assets. As against 

them, 9.6 per cent of households owning assets worth more than Rs. 2.5 lakhs 

accounted for 48.8 per cent of the assets. This indicates high concentration of 

assets by richer households and lack of asset ownership among very poor 

households.· 
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Table 7.10 
Percentage of Distribution of Households and Percentage Share 

of Assets Owned in 1991 

Asset Group Rural Households Urban Households 
(Rs. OOO's %of %share of %of %share of 

Households Assets Households Assets 
Less than 5 7.5 0.2 18.1 0.2 
5 to 10 7.4 0.5 6.1 0.3 
10 to 20 12.1 1.7 9.3 0.9 
Less than 20 27.0 2.4 33.5 1.4 
20 to 30 9.4 2.2 7.1 1.2 
30 to 50 14.4 5.3 10.1 2.7 
20 to 50 23.8 7.5 17.2 3.9 
50 to 70 10.3 5.7 8.0 3.3 
70to 100 10.6 8.3 8.0 4.7 
50 to 100 20.9 14.0 16.0 8.0 
100 to 150 9.7 11.0 9.6 8.2 
150 to 250 9.1 16.3 9.4 12.6 
100 to 250 18.8 27.3 19.0 20.8 
250 &Above 9.6 48.8 14.2 65.8 
All classes 100.0 100.0 100.0 100.0 
Source: Complied and computed from RBI, All-lnd1a Debt and Investment Survey, 1991-92, 

RBI Bulletin, May 1999. 

The situation appears to be worse for the urban households 33.5 per cent 

of the poor households owning assets worth less than Rs. 20,000 accounted for 

only 1.4 per cent of total urban assets implying a case of extreme misery. 17.2 

per cent of households in the assets range Rs. 20,000- 50,000 worth of assets 

merely owned 5.3 per cent of total assets. On the other hand, 14.2 per cent of the 

top households owning assets worth Rs. 2.5 lakhs and above accounted for 

nearly 66 per cent of total assets. This indicates stark reality that there is a very 

high degree of concentration of assets among urban households at the top. 

It is really distressing that urban areas which are considered to be the 

forerunners of development indicate such sharp inequality in asset distribution. It 

might be so on account of lack of employment opportunities for the rural poor are 

shifting to urban areas in search of livelihood and thus swelling the ranks of poor 

assetless households. 
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Land holding may be of ownership and operational types. Both of them 

displayed a high degree of concentration. According to Mahalonobis Committee 

estimate, in 1953-54, top 1 per cent of the households owned 17 per cent , top 5 

per cent owned 41 per cent and top 1 0 per cent owned 58 per cent of land 

holdings; in 1959-60, the corresponding figures were16 per cent , 40 per cent, 

and 56 per cent respectively as shown in the table 7 .11. 

A number of agricultural censuses of operational holdings have been held 

between 1997-71, and 1990-91. The data provided by the Development of 

Agriculture and Co-operation, GOI, Annual Report , 1994-95, reveal that the 

number of holdings 

Households 

Top 1 per cent 
Top 5 per cent 
Top 10 per cent 
Top 20 per cent 

Table 7.11 
Concentration of Land Holding 

Percentage of Land Holding 

1953-54 1959-60 

17 16 
41 40 
58 56 
77 75 

Source: Mahalonob1s, P.C. , Report of the Committee on the D1stnbut1on of Income and 
Levels of Living, February, 1964. 

increased from 71 million in 1970-71 to 106 million in 1990-91, signifying an 

increase of 48 per cent, even though the area operated increased only marginally 

from 162 million hectares to 166 million hectares - merely by 2.4 per cent . 

As per 1970-71 census, 36 million out of a total of 71 million holding (i.e. 

about 51 %) belonged to the size ccatagory of less than 1 hectare. These 

marginal holdings accounted for 15 million hectares or 9 per cent of the total 

area. In 1990-91 , the number of holdings in this category increased to 62 million 

and the area operated by them rose to 25 million hectares i.e. 15 per cent of the 

total area. This implies that the increase in area operated just compensated the 

increase in the number of holdings. This indicates that this group of marginal 

cultivators who have little land continued to live below the poverty line since 
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average size of marginal holdings of 0.40 hectare of land is too meager to eke 

out a living. Thus the above data indicates the fact of swelling the ranks of 

marginal farmers or nearly land less labours. 

The small holding group consists of holdings in the range of 1 to 4 

hectares. In 1970-71, there were 24 million holdings and they accounted for 49 

million hectares or 30 per cent of the total area operated. However, in 1990-91, 

the number of holdings in this category increased to 34 million (i.e. 33 per cent of 

the total number of holdings) accounted for 67 million hectares or 41 per cent of 

total area. In other wards, both interms of number of holdings and area operated 

under them, there was a small increase in this category. The average size of 

small holdings is a little more than 2 hectares. 

Table 7.12 
Number and Area of operational Holdings in India 

Number in millions Area in million 
Holding Group hectare 

1970-71 1990-91 1970-71 1990-91 
Marginal Holding (below 1 hectare) 36(51) 62(58) 15(9) 25(15) 
Small Holding (1to 4 hectare) 24(34) 34(33) 49(30) 67(41) 
Medium Holding (4to 10 hectare) 8(11) 8(7) 48(30) 45(27) 
Large Holding (10 hectare & above) 3(4) 2(1) 50(31) 29(17) 
Total 71 (1 00) 106(100) 162(100) 166(100) 

Note: F1gures 1n brackets are percentages of total In the respect1ve column. 
Source: Depertment of Agriculture and Co-operation, Government of India, Annual 

Report, 1994-95. 

Medium holdings group consists of holdings in the range of 4 to 10 

hectares. In 1970-71, there were a little less than 8 million holdings in this 

category accounting for 11 per cent of total operational holdings and these 

holdings covered 48 million hectares i.e. 30 per cent of total operational area. In 

1990-91, the number of medium sized holdings remained the same (8 million) -

but interms of percentage, it came down to 7 per cent. Likewise, the total area 

covered by medium holdings came down to 45 million hectares i.e. about 27 per 

cent of total operational area. Therefore, the average size of operational holdings 

in this category had declined marginally from 6 hectares to 5.6 hectares between 

1970-71 and 1990-91. 
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Large holding group consists of land holding of size 10 hectares and 

above. There were nearly 3 million holdings in this size category in 1970-71 

accounting for only 4 per cent of total operational holdings but they covered 50 

million hectares i.e. 31 per cent of total operational area. In 1990-91, the number 

of large-sized holding declined to 2 million (1 % of total). In fact, this category 

suffered the largest decline in the area operated during 1970-71 and 1990-91. 

The average size of holding in this category declined from 16.6 hectares in 1970-

71 to 14.5 hectares. 

Now on the basis of above findings of agricultural census since1970-71 

regarding the number and size of operational holdings in India we can draw two 

contradictory trends operating in the country. This are-

( a) There has been growing division of agricultural holdings partly due to the 

growth of rural population and partly due to the operation of the low of 

inheritance among the Hindus under which both sons and daughters get 

equal share in the ancestral property. 

(b) Under ceiling of land holdings, large agricultural holdings have been 

divided at least in those states where ceiling legislation has been properly 

implemented and surplus Ianda have been distributed to small and 

marginal farmers. 

On the opposite trend, there is growing number of medium and large 

agricultural holdings with greater concentration of land area in a few hands. 

There has been growing alienation of land by small and marginal farmers to 

money lenders who were also big landowners, on account of non-payment of 

debt. This was quite common till the 1950s but is still prevalent in most part of the 

country .At present, the success of new agricultural technology has led to the 

gradual eviction of tenants by the richer landowners on the ground of personal 

cultivation. These two factors points out the possibility of decline in the number of 

small and marginal holdings and increase in the number of large holdings. 

Despite these two contradictory tendencies operating in the country, the 

table 7.12 brings out clearly that: 
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(a) the number of marginal and small holdings had increased from 60 million 

to 96 million between 1970-71 and 1990-91; in percentage terms, the 

number of marginal and small holding had increased from 85 per cent to 

92 per cent of all land holdings in the country . 

(b) Marginal and small holdings accounted for 46 per cent of the total area in 

1990-91 as against only 36 per cent in 1970-71. 

(c) At the same time, medium and large holdings had declined from 15 per 

cent to 8 per cent of the total number of land holdings and the area under 

these holdings has also declined from 61 per cent to 44 per cent of the 

total area. 

(d) There was no much change in the number of medium holdings which is 

about 8 million in both the years and there was also not much change in 

the area under medium holdings viz. 48 million hectares in 1970-71 and 45 

million hectares in 1990-91. 

(e) During this period, the real change was with regard to large holdings; the 

number of large holdings had declined from 3 million to 1.6 million and the 

area under large holdings had declined sharply from 50 million hectares to 

29 million hectares. 

Therefore, on the basis of the above observation we can conclude that 

there is a gradual but positive shift infavour of small and marginal holdings and 

the concentration of land with very large land owners is coming down. This, 

indeed, is a welcome trend. 

In India wealth and power concentrations have occurred after 

Independence and have been intensified during the last 50-years of development 

planning which involved substantial outlays for implementing programmes. 

Table 7.13 about the net assets of 1690 private sector companies in India 

for 1990-91 has been presented. The data highlight the fact that 1.6 per cent of 

the companies with assets of more than Rs. 700 crores accounted for about 27 

per cent of the total assets. Even in this group, 13 companies (0.8 %} accounted 

for 18.4 per cent of total assets. As against them, 1415 companies (83.7 %) with 

assets less than Rs. 100 crores accounted for only 30 per cent of total assets. 
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Obviously, there is the dominance of the large companies in assets ownership. 

Even among the large companies, only 57 companies with assets of more than 

Rs. 400 crores account of 39.1 per cent of total assets. The data therefore, 

clearly indicates trends towards the emergence of monopoly capital in the private 

sector in India. 

Table 7.13 
Size wise distribution of net assets of 1690 private sector 

companies in India (1990-91) 
(Rs. in Crores) 

Size Range No. of companies Total Assets Average 
size 

Below 100 1 ,415(83. 7) 38,530(29.9) 27.2 
100-200 148(8.8) 20,788(16.1) 140.4 
200-300 48(2.8) 11,707(9.1) 243.9 
300-400 22(1.31 7,380(5.7) 335.4 
Sub-Total 1 ,633(96.6) 78,405(60.9) 
400-500 19(1.1) 8,637(6.7) 454.6 
500-600 7(0.4) 3,904(3.0) 557.7 
600-700 5(0.3) 3,232(2.5) 646.4 
Sub-Total 31(1.8) 15,773(12.2) 
700-800 6(0.4) 4,532(3.5) 755.3 
800-900 3(0.2) 2,529(2.0) 843.0 
900-1000 4(0.2) 3,848(3.0) 962.0 
1000 & above 13(0.8) 23,706(18.4) 1823.5 
Sub-Total 26(1.6) 34,615(26.9) 
Total 1 ,690(1 00.0) 128,79~100.01 

Note: F1gures m brackets are percentages of total m the respective column. 
Source:Compilied and computed from CMIE, Basic Statistics Relating to the Indian 

Economy, Auguest, 1992. 

The Monopolies Inquiry Commission (1956) found that 75 business houses 

controlled 1536 companies. A business house or group was defined to comprise 

all such concerns which were subject to the ultimate and decisive decision

making power of the controlling interest in the group. Data given in table 7.14 

reveal that total assets of the top 20 industrial houses which were of the order of 

1,346 crores in 1963-64 increased to Rs. 2,511 crores in 1972. The figure further 

step up toRs. 7,857 crores in 1981 and zoomed toRs. 41,522 crores in 1989-90. 

The rate of growth of assets of the top 20 houses during the period 1972 to 1989-

90 works out to be 16.9 per cent per annum. 

In 1989-90, Tata were at the top with assets of the order of Rs.8,531 

crores, closely followed by Birlas with assets of Rs. 8,473 crores. Among the 
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Table 7.14 
Assets of Top 20 Industrial Houses 

(Assets in Rs. Crores) 
Compound 

Annual Rate 
Industrial Houses 1972 1981 1989-90 of 

Growth(1972 
to 1989-90) 

Tata 642 1,840 8,531 15.5 
Birla 581 1,692 8,473 16.0 
Reliance - 271 3,600 33.3 
Thapar 136 430 2,177 16.7 
JK Singhania 121 520 2,139 17.3 
Larsen & Toubro 79 220 1,682 18.5 
Modi 58 242 1,399 19.3 
Bajaj 63 215 1,391 18.8 
Mafatlal 184 535 1,344 11.7 
MA Chidambaram - - 1,273 10.5 
Hindustan Liver 78 247 1,209 16.4 
United Breweries 36 - 1,189 21.4 
TVS Iyengar 51 227 1,177 19.1 
I.T.C 75 - 965 15.2 
Shri Ram 121 269 934 12.0 
ACC 134 343 903 11.2 
Oswal Agro - - 870 -
Mahindra & Mahindra 58 408 774 15.5 
Essar - - 756 173.0 
Kirloskar 86 398 736 12.7 

Total 2511 7,857 41,522 16.9 .. 
Source: CMIE, Bas1c Stat1st1cs Relatmg to the lnd1an Economy, Auguest, 1993 

top 20 business houses, the top 5 viz Birla, Tata, Reliance, Singhania and 

Thapar accounted for total assets of Rs. 24,930 crores in 1989-90 i.e. 60 per cent 

of the total assets of 20 business houses. This proportion was 60.3 per cent in 

1981. Adeeper analysis further reveals that 49.6 per cent of the total assets of 20 

big business houses is concentrated in top three business houses in 1989-90. 

The corresponding figures for the year 1981 was 51.8 per cent and for the year 

1972 was 56 per cent. 

Therefore, the foregoing discussion reveals the existence of the 

concentration of economic power despite the developing planning. 
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Over five decades of sustained efforts of economic planning in India, 

significant achievements have been made in the sphares of agriculture, industry, 

education, medical and public health services, communications and transport, 

banking and insurances etc. It is beyond doubt that living conditions have 

improved every where, even in the most backward areas. However, the fact 

remains that millions of our people are still victims of poverty and they are not 

getting even the basic necessities of life. 

Several estimates regarding poverty in the country have been made from 

time to time. The Planning Commission constituted in Sept. 1989 an 'Expert 

Group' to consider methodological and computational aspects of estimation of 

proportion and number of poor in India. The 'Expert Group' defined poverty line 

on the basis of the recommended nutritional requirements of 2400 calories per 

person per day for rural areas and 21 00 calories per person per day for urban 

areas. On this basis, minimum needs and effective consumption demand, namely 

a monthly per capita total expenditure of Rs. 49 in rural areas and Rs. 57 in urban 

areas at all India level at 1973-74 prices be adopted as the base line . The 

Planning Commission has accepted the 'Expert Group' estimates for poverty. The 

estimate has been prepared for 1973-74, 1977-78, 1983, 1987-88 and 1993-94. 

Year 

1973-74 
1977-78 
1983 
1987-88 
1993-94 

Table 7.15 
Number of percentage and percentage of Population below 

Poverty line in India 

Rural number of Urban number of Combined number 
persons(lakh) persons(lakh) of persons(lakh) 
2,613(56.4) 600(49.0) 3,213(54.9) 
2,642(53.1) 647(45.2) 3,289(51.3) 
2,.520(45.7) 709(40.8) 3,229(44.5) 
2,319(39.1) 752(38.2) 3,071 (38.9) 
2,440(37.3} 763(32.4) 3,203(36.0) 

Note: Figures 1n brackets are percentages of totalm the respect1ve column. 
Source:Pianning Commission, Ninth Five Year Plan(1997-2002),Vol. I, p.29 

Between 1973-74 and 1987-88 there was a decline in poverty from 54.9 to 38.9 

per cent - a fall of 16 per cent in 14 years. The average rate of decline was 1.14 

per cent per annum. But in subsequent, 6 year period (1987-88 to 1993-94), 

poverty ratio declined from 38.9 per cent to 36.0 per cent- a fall of 2.9 per cent in 

6 years. The average rate of decline was barely 0.48 per cent per cent per 
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annum. During this period (1987-88 to 1993-94), urban poverty declined from 

38.2 per cent to 32.4 per cent - a fall of 5.8 per cent with average annual rate of 

reduction of 0.97 per cent. But during the same period rural poverty declined by 

1.8 per cent only from39.1 per cent to 37.3 per cent with average rate of 

reduction by 0.3 per cent. The slowdown in the reduction of poverty, particularly 

in the rural area, is a matter of serious concern for the country. 

Needless to say a large majority of the poor in India live in rural areas. 

Most of rural people living below the poverty line belong to the categories of 

landless labourers, small and marginal farmers, rural artisans and backward 

classes who have either no assets or, if they have some, they are played by low 

productivity and consequently low income. In urban areas the poor are to be 

found mostly in the unorganized sector with irregular employment and generally 

getting low wages. 

The philosophical foundations of the planning policies and strategy were 

sound but there was crisis of implementation due to the existence of a gap 

between the theory and practice of socialist planning. The planning process has 

been able to create social and economic infrastructure, provide an industrial base 

by fostering the development of heavy and basic industries and enlarge 

educational opportunities, it failed to provide employment to every able-bodied 

person, eliminate poverty and brings about institutional reforms leading to 

reduction in concentration of income and wealth. Moreover, the benefits from 

economic development have accrued largely to the relatively affluent and those in 

urban areas. On the industrial front, a strong industrial infrastructure has been 

built and a whole range of metallurgical and electrical engineering and chemical 

industries have been developed. And along with the growth of production and 

capital in the planning period, there has emerged a very clear trend towards a 

few big houses and monopolies holding entire industries at the cost of small 

entrepreneurs. For all the concentration of economic power, our planning process 

is itself to blame. 
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Table 7.16 
State-wise indices of Economic Development 

States Per capita GSDP (Rs) in 93-94 Annual Average GSDP (93-94 Poverty Ratio 
Prices Prices) Growth Rate(%)# (%) $ 

1980-81 1995-96 2004-05 81-82 to 90-91 to 2000-01 1983 04-05* 
89-90 99-00 to 04-05 

Bihar 3711 4107 5430 4.42 3.19 5.01 62.22 41.13 
(15) (15) (15) 

Uttar Pradesh 4615 6120 7380 4.96 3.79 4.24 47.07 33.13 
(13) (13) (14) 

Assam 5117 6530 7807 4.18 2.68 5.23 40.77 19.70 
(11) (12) (13) 

Orissa 4469 6022 8255 5.36 3.09 6.01 65.28 46.40 
(14) (14) (12) 

Madhya Pradesh 5522 (7) 7685 9457 4.30 5.75 3.32 49.78 38.96 
(11) (11) 

Rajasthan 4783 8169 10995 7.23 6.69 5.39 34.46 22.10 
(12) (10) (10) 

West Bengal 5410 (9) 8254 (9) 13403 4.27 6.64 7.01 54.85 24.70 
_ffi} 

Andhra Pradesh 5142 9015 (8) 13805 6.66 5.27 6.54 28.91 15.80 
(10) (8) 

Kerala 6092 (5) 9803 (6) 15401 3.34 5.92 6.88 40.42 15.00 
l7) 

Karnataka 5476 (8) 9429 (7) 15431 5.65 6.93 6.12 38.24 25.00 
(6) 

Tamil Nadu 5861 (6) 11361 16035 5.55 6.44 4.14 51.66 22.50 
(5) (5) 

Punjab 9446 (1) 14664 19002 5.74 4.45 3.95 16.18 8.40 
(2) (4) 

Haryana 8636 (2) 13186 19323 6.32 5.27 6.86 21.37 14.00 
(4) (3) 

Gujrat 7361 (4) 14871 19899 6.37 7.02 6.85 32.79 16.80 
(1) (2) 

Maharashtra 7963 (3) 13556 20397 6.29 6.79 5.13 43.44 30.70 
l3l _(1) 

CV (per cent) 27.54 35.23 37.21 20.55 28.66 22.03 33.33 44.19 
Gini (per cent) 14.38 19.28 20.53 11.27 15.44 12.06 18.29 23.96 

Notes: Figures in parentheses indicate the relative rankings of states interms of per capita 
income. 

# For each year, percentage change over previous year is computed and using them the 
average growth over the years is computed; 
$ 2004-05 data basaed on URP consumption procedure; 
* Behar's (combined) data are the weighted average of Bihar and Jharkhand values. Uttar 
Pradesh and Madhya Pradesh are also the weighted averages. 

Source: Economic and Political Weekly, August 25-31, 2007 vol XLII No.34, page-3477 

It is the task of government policy to implement compensatory measure to 

push forward the laggard regions and spread growth and development more 

evenly. However, during almost the entire period of national planning, a steady 

widening of regional disparities has taken place. These disparities are in growth 

rate, poverty levels and in indices of social development. 
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It is seen from the table 7.16 that there is a concentration of poverty and 

backwardness in a group of contiguous states accounting for about 50 per cent of 

total population of the major states in India. The relative positions of these states 

as a group interms of income and almost all other indices of development have 

deteriorated over time. The deteriorations and relative position and deplorable 

conditions of their people are shown in the table 7.16 covering the period 1980-

81 to 2004-2005. 

Bihar had the lowest per capita income at the beginning and end of the 

period. In 2004-2005, its per capita income was only Rs. 5430 i.e. about Rs. 450 

per month at 1993-94 prices. The gap between the highest and lowest per capita 

income(at 1993-94 prices) among the 15 states increased from 2.55 times to 3.76 

times, in absolute term, from Rs. 5,735 to Rs. 14,967 in this period- indicating a 

stark widening of income disparity among the states . This difference was more in 

current prices. 

Bihar, Uttar Pradesh, Assam, Orissa, Madhya Pradesh and Rajasthan had 

six lowest ranks in the per capita income in 1995-96 and 2004-05. These states 

are the backward states and others are relatively better off states. The gap 

between the average per capita income of backward states and better off states 

(in 1993-94 prices) drastically increased from Rs. 1,862 in 1980-81 to Rs. 8,908 

in 2004-05, both because the average per capita income of backward states grew 

at a slower rate than that of the better off states and also because the average 

population of the backward states grew much faster (table 7 .17) 

This is also evident from the table 7.16 that the current pattern of growth 

leads to widening disrarity not only in income and wealth but also in all other 

indicies of development. For instance, the poverty ratio in 2004-05 was 46.4 per 

cent in Orissa and 41.1 per cent in Bihar as against 8.4 per cent in Punjub. The 

infant mortality rate in 2005 was 14 in Kerala but 76 in Madhya Pradesh. The 

male (female) life expectancy during 2001-06 was only 59 years (58 years) in 

Madhya Pradesh as against 71.7 (75) years in Kerala . Bihar had the lowest 

literacy rate in 2001 of 47 per cent and female literacy of 33.1 per cent while 

Kerala had the highest literacy rate of 90.9 per cent and female literacy of 87.7 
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per cent. The Human Development Index in 2001 of Bihar was only 0.37 and of 

Kerala is , of course, an exceptional case but even if one takes the next best 

performing state, the relative indicies of the backward state turn out to be quite 

poor. 

Table 7.17 
Combined Economic and Social Development Indices of 

Backward and Better Off States 

Details Period Backward Better Off 15 India 
States States Major (GSDP) 

Stes 
Per capita GSDP (Rs) at 1980-81 4599 6461 5579 (6468) 

1993-94 prices 1995-96 6191 11296 8820 (10711) 
2004-05 7799 16707 12256 (15358) 

Combined GSDP (1993-94 1981-82 to 1989-90 4.88 5.59 5.31 (5.81) 
Prices) growth rate (per cent) 1990-91 to 1999-00 4.28 6.20 5.51 (5.70) 

2000-01 to 2004-05 4.35 5.79 5.31 (5.781 
Poverty Ratio ( per cent) 1983 50.68 40.14 45.16 44.48 

2004-05 34.87 21.61 28.25 27.50 
Infant Mortality Rate 2005 70 43 54 58 
Per cent of children 2002-04 52.5 42.3 47.9 49.2 

undernourished 
Life Expectancy - male 2001-06 61.6 66.0 64.3 63.9 
Life Ex~anc~- female 2001-06 61.7 69.0 66.1 66.9 

Literacy person 2001 46.9 61.3 54.2 64.8 
Female literacy 2001 35.7 53.5 44.7 53.7 

Notes: Weighted average of backward, etter off and 15 major states are computed 
Sources: Economic and Political Weekly, August 25-31, 2007 vol XLII No.34, page-3477 

Thus, we observe not only the widening disparity among states but also 

that the situations in most of the backward states in terms of development 

indicators are really bad . It should be pointed out in this context that about 38 per 

cent of poor people in India live in two states of Bihar and Uttar Pradesh alone. 
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7.9 Social Development: 

When the state spends its revenue, it grants benefits upon its citizens. 

These benefits are enjoyed by the people in their individual capacity. Since some 

items of public expenditure may grant individual benefits while others grant social 

benefits. Expenditure on the formation of human capital is redistributive in 

character because it improves the educational and health standard of the people 

and makes them more active agents of production. The proportion of total 

resources allocated to the formation of human capital has, therefore, the impact 

of bring about a redistribution of national income. Expenditure on social services, 

like education, public health, etc. welfare schemes for worker, relief and 

rehabilitation of displaced persons and similar services is an essential part of the 

expenditure, both for the redistributive and growth points of view in our country. 

Social services provide a positive advantage and the more developed these 

services, the happier and better off are the people. The distributional effects of 

such expenditure are commonly infavour of the poorer sections of society. In the 

following pages detailed analysis of each of the above items have been made to 

ascertain the effects of such expenditure on the poorer sections of the Indian 

society. 

Education plays a key role in both economic and social development. It is 

both a form of consumption and a kind of investment. The term " investment in 

education" implies that there is a return to society analogous to that of physical 

investment . The immediate benefit that is obtained from schooling is the 

consumption component and schooling which help in acquiring abilities to 

increase the future earning, is an investment. In fact, the contribution of education 

to any society is multidimensional. 

There has been considerable increase in the number of educational 

institutions, pupils and teachers, but a review of educational development 

programmes during the planning periods reveals that the educational system has 

not adequately geared itself to meeting the needs of a growing economy of ours, 

which is based on various short-and long-term social and economic objectives . 

In spite of several achievements (chapter 6) we can see that 56.9 per cent of the 
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children between the age group 11 to 14 years in 1988-89 89 and 23.5 per cent 

of children of the age-group 14 -17 years in 1984-85 went to school , which is 

certainly not a high figure for this age group . Thus the State has yet to go a long 

way to achieve the goal of free and compulsory education for all children as set 

by the constitution. 

The main barrier to a scheme of compulsory primary education in 

India is economic. At very early age the children I boys assist their family in 

earning small bits of money because people are poor and can not afford to pay 

for education of their children. Most of the boys and girls in spite of attending a 

school they work to supplement the income of their families. It is impossible for 

boy and girl to study on an empty stomach. An unhealthy or ill fed child who is 

made to attend school has to be paid the cost of medicines. Mid-day meal has to 

be assured for them. Children in the slum areas who have no clothes to wear, 

leave alone money books, have to be provided with school uniforms. Thus, a very 

large number of children join the ranks of the illiterate every year. 

According to some economists literacy is the one of broad indicators of 

development. In 1951, 16.6 per cent of the population in India could read and 

write. The percentage go up to 29.4 per cent in 1971 and to 36.1 per cent in 1981 

and to 52.2 per cent in 1991. Thus 47.8 per cent of India's population is illiterate. 

Schooling was inadequate under British rule .Thus development of primary 

education was certainly an urgent necessity at the time of Independence. 

National Literacy Mission campaign had taken to fight illiteracy. But the condition 

had not improved a lot. Still the condition of primary schools in villages is bad. 

There are many schools running with out only infrastructure and adequate 

number of teachers. If teachers are there, then at many places, still there is no 

provision of classrooms. Recently, Sarba Siksha Aviyan campaign has been 

taken to fight illiteracy. 

Expansion in the number of university had obviously done precious little to 

help the lower income groups to give their children higher education. Therefore, it 

is the underprivileged who are denied equal opportunities and in this way bear 
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the brunt of investment financing and shoulder the task of increasing the income 

of the better-off classes. 

The health status of a population is a reflection of the socio-economic 

development of the country and is shaped by a variety of factors - the level of 

income and standard of living, housing, sanitation, water supply, education, 

employment, health consciousness, personal hygine, and by the coverage, 

availability, accessibility, and affordability of health care delivery services. 

The relationship between health and poverty or health and development is 

complex, multifaceted, and multidirectional. Poverty in its various dimensions 

could be a manifestation, as well as a determinant, of a individual's health. In its 

most basic form - as a state of food derivation and nutritional inadequacy on the 

morbidity and longevity of people. Deprivation such as lack of access to critical 

amenities including safe water, sanitation, non-polluting domestic fuels, 

connectivity of life support services, and more importantly to education and 

general awareness contribute to the reinforcing ill - health and morbidity and high 

mortality level. 

Attainments on the other dimensions of human development, especially 

educational and economic well-being, reinforce the transition toward better health 

and longevity. 

The broad objective of the health and family planning programmes is to 

bring about progressive improvement in the health of the people in general and 

particularly, the poor or lower income people in the country whose income can be 

supplemented in this way. Despite huge increase in the public expenditure on 

public health, not enough is being spent to cope with the enormity of the present 

situation. Present medical assistance is a luxury in India and only the middle and 

rich classes can afford it. Hospitals in urban areas are over crowding. About 40 

per cent to 50 per cent of our rural population goes without proper medical 

facilities and people depend on nature or the quacks to cure them of the diseases 

to which they are easy victims. 



196 

In the health front India's position is very poor even after more than 50-

years of development planning. In India, population not using improved water 

sources was 16 per cent in 2000. This is indeed a very healthy development, but 

in absolute terms 165 million people (mostly rural poor) are unable to make use 

of improved water resources and thus become victims of all kinds of water-borne 

diseases. Similarly, improved sanitation facilities were not available to 72 per cent 

of the population. In absolute terms, 740 million persons were living under 

unsanitary conditions. India's record in the sphere of sanitation is, to say the 

least, tragic. Even in medium developed countries, population using adequate 

sanitation facilities ranged from 70 per cent to 90 per cent, but the proportion in 

India is palpably low at 28 per cent in 2000. Therefore, India has a long way to go 

in this area of access to health services. It is also really distressing that 49 per 

cent of the Indian population (mostly poor) did not have access to essential drugs 

in 19999. This implies that 527 million persons were without effective medical 

cover. The proportion of undernourished people in India in 2000 was 24 per cent. 

This implies 244 million people were under-nourished. This under nourishment is 

primarily due to existence of poverty. National Human Development Report 

(2001) also revealed that 47 per cent of the children under five years old were 

under weight in 2001. In absolute terms, 178 million children under five were 

under weight. Therefore, more is to be spend to support a programme of 

improving nutrition in poor families to reduce this massive number of under 

weight children. 

At the time of Independence, the health situation in India was extremely 

dismal. There have, indeed, been large gains in the health status since 

independence reflected in the improvement in some health indicators presented 

in table 7.18. Overall, infant mortality has declined dramatically and life 

expectancy at birth has increased. 

Table 7.18 
Selected Health Indicators: India, 1947 and 2002 

Indicators At the time of Independence 
Birth rate 40.8 

Death rate 27.4 
Infant mortality rate 146.0 

Life expectancy at birth 32.7 
Source. lndta Soctal Development Report, Counctl of Soctal Development 

Oxford University Press (2007) 

2002 
25.0 
08.1 
63.0 
62.0 
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One of the major reasons for these gains has been the development of an 

impressively vast, three tiered system of rural health infrastructure, namely, sub

centres, Primary Health Centres(PHCs), and Community Health Centres (CHCs). 

The successful eradiction of small pox and elimination of guineaworm diseases 

are indisputablely major public health achievements in India. Plague has 

remainede in control since 1969. Yaws is near eradiction and leprosy, near 

elimination. Cholera epidemics and death are comparatively infrequent and 

fewer. The incidence of measles, polio, whooping cough, and tetanus in children 

has been significantly lowered. Immunization has made a major contribution to 

these gains. 

Programme for bringing scheduled casts, scheduled tribes and other 

backward class to the level of the rest of the community are among the most 

significant undertakings during the Five Year Plans. It is yet difficult to measure 

the success in fulfilling these programmes . However, we shall try to investigate 

weather SCs, STs and other disadvantaged classes are better or worse than the 

rest of the population. 

Data on the health outcomes among SCs, STs show consistently that 

these groups are at a disadvantage. Of all disadvantaged groups in India, STs 

tend to have the highest rate of infant and child mortality malnutrition, and 

morbidity, followed by SCs and then by other disadvantaged (or backward) 

classes (table 7.19). 

Table 7.19 
Health among SCs, STs, and Rest of Population in India, 1998-99 

Outcome sc ST Other 
disadvantage 

d classes 
Infant mortality rate(oer 1000 births) 83.00 84.20 76.00 
Under-five mortality rate (per 1000 births) 119.30 126.60 103.10 
Total fertility rate 3.15 3.06 2.83 
Children underweight(%) 53.50 55.90 47.30 
Children with anaemia(%) 78.30 79.80 72.00 
Children with acute respiratory infection 19.60 22.40 19.10 
during two-week period(%) 
Children with diarrhea, during two-week 19.80 21.10 18.30 
period(%) 
Anaemia among women(%) 56.00 64.90 50.70 
Source. lnd1a Soc1al Development Report, Counc1l of Soc1al Development 

Oxford University Press (2007) 

Rest of the 
population 

61.80 
82.60 
2.66 

41.10 
72.70 
18.70 

19.10 

47.60 



Category 

sc 
ST 

Other 
All 

sc 
ST 

Other 
All 

sc 
ST 

Other 
All 

Table 7.20 
All-India Poverty Ratio 

Rural 
1983- 1993- 1999- 1983-

84 94 2000 84 
58.1 48.1 36.2 56.5 
63.8 52.2 45.9 54.2 
37.0 31.3 21.6 39.1 
45.6 37.1 27.1 42.2 

Net changes 
-9.9 -11.9 -21.9 -6.6 

-11.6 -6.3 -17.9 -11.8 
-5.7 -9.6 -15.3 -8.5 
-8.5 -10.0 -18.5 -8.5 

Annual compound rate 
-1.9 -4.6 -2.9 -1.23 
-2.0 -2.1 -2.0 -2.4 
-1.7 -5.9 -3.3 -2.42 
-2.0 -5.1 -3.2 -2.2 

Urban 
1993-94 

49.9 
42.4 
30.6 
33.7 

-11.3 
-7.6 

-10.0 
-10.0 

-4.2 
-3.2 
-6.4 
-5.7 

Source: lnd1a Soc1al Development Report, Counc1l of Soc1al Development 
Oxford University Press (2007} 
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1999-2000 

38.6 
34.8 
20.6 
23.7 

-17.9 
-19.4 
-18.5 
-18.5 

-2.36 
-2.73 
-3.5 
-3.5 

Table 7.20 presents the poverty ratio for SCs, STs and other (Non-

SCs/STs) for 1983-84, 1993-94 and 1999-2000 at the all- India level. The 

incidence of rural poverty among the SCs declined from 58 per cent in 1983-84 to 

48 per cent in 1993-94 and further down to 36 per cent in 1999-2000. The 

percentage of rural poor reduced at the per annum rate of 2.9 per cent during 

1983-2000 - the rate of decline reduced to 1. 9 per cent during 1983-93 but 

improved significantly to around 4.6 per cent during 1993-2000. The rate of 

decline thus is much higher during the 1990s. On the othe3r hand the incidence 

of rural poverty among the STs were quite high at 63.8 per cent in 1983-84, from 

where it reduced to 52.2 per cent in 1993-94 and further down to 45.9 per cent. 

The percentage of rural poor STs reduced at the per annum rate of 2.0 per cent 

during 1983-2000 - the rate of decline was fixed around 2.0 per cent during 

1983-93 and 1993-2000. 

The incidence of poor among the SC urban household declined from 56.5 

per cent in 1983-84 to 49.9 per cent in 1993-94 and further down to 38.6 per cent 

in 1999-2000, this is by about 2.4 per cent per annum during 1984-2000. The rate 
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of decline is relatively higher in the 1990s (4.2 % per annum) compared to the 

1980s (1.23 % per annum). On the other hand the incidence of poor among the 

ST urban household declined from 54.2 per cent in 1983-84 to 42.4 per cent in 

1993-94 and further down to 34.8 per cent in 1999-2000, this is by about 2. 7 per 

cent per annum during 1984-2000. The rate of decline is relatively higher in the 

1990s (3.2 % per annum) compared to the 1980s(2.4 % per annum). The 

differences in the direction and rate of change in rural and urban poverty between 

the SCs , STs and non- SCc/STs reveals that the rural poverty at the all-India 

level has declined both for SCs ,STs and the others. During 1983-2000 the rural 

poverty among the non-SCs/STs declined at slightly higher rate (3.3 %) as 

compared to the SCs (2.9 %) and STs (2.0 %). In 1980s there is not much 

difference in the rate of decline among these social groups. In the 1990s, poverty 

among the SCs and STs declined at a lower rate (4.6 % and 2.1 % respectively) 

as compared with non-SCs/STs group (5.9 %). Thus the decline in the rural 

poverty among the SCs and STs has been generally lower in comparison to the 

non-SCs/STs population. The decline in urban poverty among the SCs and STs 

also show the same trend. 

It is thus clear that in the case of rural poverty the decline in its incidence 

among the SCs and STs have been accompanied by a decline in disparity in the 

1980s. During 1990s, however, the decline in rural poverty among the SCs and 

STs was associated with an increase ion disparity among SCs ,STs and non

SCs/STs . In the case of urban poverty, the decline was associated with an 

increase in disparity, both during 1980s and 1990s and the overall period 

between 1983 and 2000. 

Year 

1992-93 

1998-99 

Table 7.21 
Life Expectancy 

National Level sc 
62 58 

65 62 

Source: India Social Development Report, 
Council of Social Development 
Oxford University Press (2007) 

Non-SC/ST 

63 

66 
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Besides poverty, the level of human development is also captured by 

some critical health indicators such as life expectancy (table 7.21) and indicators 

of mortality and morbidity (table 7.22). The life expectancy estimates (Indian 

Institute of Dalit Studies 2004) for 1998-99 and 1992-93 bring out the situation of 

SCs & STs vis-a-vis the non-SCs/STs. In 1998-99 overall life expectancy at the 

national level was 65 years, and about 62 years for SCs and 66 years for Non

SCs/STs. In 1992-93 the life expectancy was 62, 63, and 58 years for all-India 

average, other and SCs respectively. Thus, in 1992-93 the litre expectancy of 

SCs was lower compared with non-SCs/STs. A similar situation prevailed in 

1998-99. 

Table 7.22 
Morbidity and Mortality, 1998-99 

Indicators sc ST Other backward 
castes 

Percentage of children with 78.3 79.3 72.0 
anemia 
Percentage of women with 56.0 64.9 50.7 
anemia 
Weight for age 
(i) % below-3SD 21.2 26.0 18.3 

_iii} % below-2SD 53.5 55.9 47.3 
Infant mortality rate 83.00 84.00 76.00 

(88.00) (87.00) (82.00) 
Child mortality rate 39.50 46.30 29.00 
Under five mortality 119.00 126.00 103.00 
Note: F1gures 1n brackets 1nd1cate Infant mortality 1n rural areas 
Source: India Social Development Report, Council of Social Development 

Oxford University Press (2007) 

Others 

72.7 

47.6 

13.8 
41.1 
61.80 

(69 .. 00) 
22.20 
82.00 

High mortality and morbidity and hence, life expectancy is closely 

associated with under- and malnutrition. Taking the health status of women 

among SCs and STs in 1998-99, about 56 per cent of SCs and 64.9 per cent of 

STs suffered from anemia as compared to only 47.6 per cent among non

SCs/STs and 50.7 per cent among other backward classes. The incidence of 

anemia among the SC and ST children is also quite high nearly 78 per cent of SC 

children and 79 per cent of the ST children suffer from anemia compared with 72 

per cent among non-SCs/STs children (Table 7.22). 
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The nutritional status of women and children brings out the disparities 

between SCs , STs and non-SCs/STs. The indicator of undernourishment interm 

of minimum weight for age of the children is much higher for SC children (54%), 

ST children (60 %) than other backward classes (47.3 %) and others (41 %) . 

Similarly, undernourishment reflected interms of stunting (interms of height for 

age) was 52 per cent for SCs children and 43 per cent of non-SCs/STs children. 

Among the measures Of mortality, the infant mortality rate is generally 

considered as the most sensitive and important indicator of health status of a 

population. While the GOI adopted the national goal of reducing the present level 

of infant mortality rate to 60 by 2000, the SCs,' IMR, child mortality, and under 

five mortality were 83,40 and 119 respectively in 1998-99 as compared to 61.8, 

22.2, and 82.6 for the non-SCs/STs (Table 7.22). 

The discussion in the preceding section indicates that tere has been an 

improvement in the level of living os SCs and STs in the rural and urban areas, 

measured interms of the level of poverty. The percentage poor among the SCs in 

rural and urban areas declined in early 1980s. But the rate of decline has not 

been adequate enough to reduce the gap between them and other sections of 

the Indian society and hence the level of deprivation of SCs and STs continues to 

be of a high order. Intact, the disparities have increased in the 1990s. There are 

number of reasons for the persistence of disparities and higher degree of 

economic deprivation of the SCs and STs. The access of SCs and STs to capital 

assets - land and non-land - is still very limited - reflected in the low proportion 

of self-employed cultivator and businesses and exceptionally high incidence of 

wage labour. Compared to non-SCs/STs, the unemployment rate among SCs 

and STs is very high. Educational development in terms of literacy and 

educational level is equally poor. All these add to their high incidence of poverty 

and poor health situation. 

In the following section we shall analyse the changes in the access of SCs 

to the land and non-land assets employment, education, etc.Table 7.23 gives 

the occupational pattern of SCs and others (excluding SC/ST) in the rural and 

urban areas for 1999-2000 based on the NSS employment survey . In 2000, of 
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the total SC households about 16 per cent pursue4d cultivation as self

employment occupation as compared to 41.11 per cent for other and another 12 

Table 7.23 
Distribution of Household Type 

House Hold Type 1987-88 1993-94 
sc Other sc Other 

Rural: 
Self-employed in agriculture 18.90 43.3 19.12 42.42 
Self-employed in non- 11.0 13.8 10.32 13.89 
agriculture 29.8 57.1 29.49 56.31 
Self-employed (total) 51.7 23.2 50.60 22.37 
Agricultural wage labour 11.4 09.7 10.22 06.67 
Non-Agricultural wage labour 63.1 31.1 60.28 29.14 
Rural wage labour total 6.9 11.5 9.67 14.62 
Others 

Urban: 28.0 35.2 24.08 35.05 
Self-employed 39.4 45.0 39.27 43.11 
Regular wage/salaries 26.0 10.3 26.96 10.57 
Casual labour 8.5 9.2 9.67 11.25 
Others wage 
Note:SC=Scheduled Caste; Others= Non-SCs/STs (excludmg SC & ST) 
Source: India Social Development Report, Council of Social Development 

Oxford University Press (2007) 

1999-2000 
sc Other 

16.4 41.1 
12.0 14.8 
28.4 55.9 
51.40 19.0 
10.0 06.3 
61.4 25.3 
10.2 18.7 

27.30 35.50 
37.60 46.50 
26.50 07.40 

8.5 10.5 

per cent were engaged in some kind of non-farm Self-employment activities (or 

business). Thus about 28 per cent of the households had acquired access to land 

and non-land assets. Due to the lack of access to fixed capital assets, about 61.4 

per cent of the total SC households depend on wage employment as compared 

to only 25 per cent for other households. 

In 1999-00, in the urban areas only 27 per cent of SCs were engaged in 

petty business, designated as self employed households./ The share of casual 

labour on the other hand was about 26 per cent , four times higher than for other 

households which is 7.4 per cent only. The differences in the proportion of regular 

wage earner/salaried persons between SCs and other households was however, 

less as compared to self-employment and wage labour occupation, presumably 

due to the positive outcome of the reservation policy of the government. 
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Thus if we take the proportion of self-employed households engaged in the 

farm and non-farm sector in the rural areas as a measure of access to capital 

assets , then by 2000, about 28 per cent in rural areas and 22 per cent of SC 

households in the urban areas had acquired some access to capital assets. Not

withstanding these gains the proportion of self-employed SC households was 

much lower as compared with other households and consequently an 

exceptionally high proportion of them depend on wage labour- 61 per cent in 

rural areas and about 64 per cent in urban areas (wage and regular/salaried). 

Wage labour as a traditional occupation thus continues to constitute a main 

occupation of the SCs. 

Table 7.24 presents information on the ownership of agricultural land by 

the SCs and STs in the rural areas for 1981, 1991, and 1999-2000 provides 

some insights into the reasons for the low proportion of self-employed cultivators 

among SCs and STsd . In 1981 about 12 per cent of SC households and about 

17 per cent of ST households were land less and 88 per cent of SC and 83 per 

cent of ST households owned some land. Among the landowning households, 

however, about 57.50 per cent owned less than one acre, of which about 50 per 

cent owned less than half acre for SC households. And for ST households, 23.45 

per cent owned less than one acre, of which about 16 per cent owned less than 

half acre and only 7 per cent owned between half and one acre. However, in 

1991 the situation did not improve too much. In 1991, about 13 per cent of SC 

and 11.50 per cent of ST households were landless and 87 per cent of SC and 

88.50 per cent of ST households owned some land. Among the land owning 

households, however, about 56 per cent of SC households and about 29 per cent 

of ST households owned less than one acre, of which 47.50 per cent of SC 

households and about 22 per cent of ST households owned less than half acre. 

Landless and near landless i.e. those owning less than one acre together 

accounted for nearly 70 per cent of the total SC and 41 per cent of the total ST 

households in 1991. The Employment/Unemployment Survey of 1999-2000 gives 



State 

All India 

sc 
ST 

Table 7.24 
Percentagte of Landless and Near Landless Households among STs and STs (per cent of total 

Rural Households) All-India 

1982 1992 2000 
Landless Less Between Up to Landless Landless Less Between Up to Landless Landless Less Landless 

than half half& one & up to than half & one & up to than & up to 
acre one acre acre one acre half one acre acre one acre one one acre 

acre acre 

12.62 47.97 9.53 57.5 70.12 13.34 47.5 8.89 56.39 69.73 10.0 65.0 75.0 
17.12 16.30 7.15 23.45 70.17 11.50 22.26 7.22 29.48 40.98 7.2 39.0 46.2 

- - - -- - ----···- L__ 

Source: NSS Land Holding Survey, 1981 and 1991, and Employment Survey 1999-2000 (for 1999-2000) 
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the land owning pattern among the SCs and STs. Although it is a land holding 

survey, nevertheless it reveals that the landless and near landless put together 

constitute 75 per cent of all SC and 46 per cent of all ST households in the rural 

area in 2000. Thus it is clear that a small proportion of SC and ST land owners 

could operate as self-employed cultivators because of the non-viable character 

of marginal land holding (table 7.24). 

The non-viable character of small and marginal land holding of the SC 

households and their eventual conversion into wage labour reflected in the land 

ownership background of wage labour households in the rural area. It is 

obvious that not only all wage labour households are landless. Some of them 

do own some land but the size of the land being small, their major source of 

income remained wage labour. 

The table 7.25 reveals high level of unemployment rate based on current 

weekly (CWS) and currently daily status (CDS) for SCs and STs . The 

unemployment rate based on CWS and CDS tend to be generally higher for SC 

workers as compared with that for other workers. The unemployment rate in the 

rural area according to CWS and CDS for SC are 2.5 per cent and 5.0 per cent 

respectively as compared to 2.05 per cent and 3.35 per cent respectively for 

other workers in the rural areas in 1999.However, in 1983 CWS and CDS data 

Year 

Table 7.25 
Unemployment Rate-Male (All-India) 

Rural Urban 
cws CDS cws CDS 

sc 3.22 7.16 
1983 ST 1.47 3.29 

Other 2.15 4.03 
sc 2.50 5.00 

1999 ST 1.50 3.00 
Other 2.05 3.35 

Source. lnd1a Soc1al Development Report, Council of Soc1al Development 
Oxford University Press (2007) 

4.36 7.20 
4.00 5.20 
3.95 5.28 
3.70 5.20 
2.70 3.70 
2.95 3.75 

show much higher (3.22 % and 7.16 % respectively) unemployment rate for 

SC households. Similarly, the unemployment rate in urban areas among the 

SC Workers under CWS and CDS are 3.7 per cent and 5.2 per cent 
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respectively, as compared to 3.0 per cent and 3.5 per cent respectively for 

other workers. Similarly, the unemployment rate based on all status is lower 

among the STs as compared with non-SCs/STs both in the rural and urban 

areas, although the gap is generally much small in the case of unemployment 

rate based on CDS status. 

The lower employment of the SC worker in the rural and urban areas 

also reflects the low quality of their human resources which restrict their ability 

to take advantage of the skilled employment opportunities in these areas. In 

1991, only 37 per cent of SCs were literate as against 58 per cent for the 

others. The situation in respect of SC female is particularly bad. The female 

literacy rate improved almost by four-folds, that is, from 6.44 per cent in 1971 to 

23.76 per cent in 1991, but still continues to be distinctly lower. 

7.10 Inflation and Pattern of Income Distribution: 

The Indian economy has been facing spiral inflation since the launching 

of the Second Five Year Plan. The main factor responsible for t6he persistent 

rise in price is the increase in publi9c expenditure, combined with deficit 

financing. We know that a persistent rise in general price level i.e. inflation 

distorts the distributive pattern of income in two ways -firstly by affecting real 

income, and secondly by creating divergence between income of various 

groups in society. And thereby creats an increases income inequalities. It also 

intensifies social tension by bringing about the decimation of middle classes, by 

impoverishing the working classes and enriching speculators, black marketers 

and influential businessmen. The producers, traders and speculators gains 

enormously through ever-rising profit margins and through illegal gains and 

windfall profit due to hoarding, speculation and black-marketing. On the other 

hand , people living on past savings, fixed interest and rental incomes and old

age pensioners literally ruins due to continuous depreciation in purchasing 

power of the rupee. Therefore, instead of reducing inequalities and giving equal 

opportunities to all which is the one of the major objectives of Indian economic 

planning, inflation makes possible for some to get richer while many find 
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themselves poorer. Thus, inflation brings about shift in the distribution of 

income between different classe4s of the society in the country. 

Sometimes, inflation is supported on the ground that it creates large 

amount of employment in the under developed countries. The logic which is put 

forward is that a development programme which is financed by borrowing from 

the central Bank will not lead to a serious rise in prices, because any initial rise 

in price will result in absorption of the unemployed and also in increased output 

of goods and services. However, it may have enough validity in advance4d 

countries, but it does not hold good in the underdeveloped or developing 

counties, because there is little excess capacity in the underdeveloped 

countryto absorb unemployed. As an ECAFE document pointed out, "it is 

precisely because there are bottlenecks, such as a shortage of capital or skill, 

in the productive system that resources are unemployed in an underdeveloped 

economy'' (Source: U.N.Economic Commission for Asia and the Far East, 

Commission on Industry and Trade, "Inflation and the Mobilization of Domestic 

Capital", October 22, 1951, p.3). However, many of investment projects needed 

in the underdeveloped countries are of a long-term nature which will bring 

increases in output only after a considerable time-lag. Moreover, it is certain 

that the initial increases in income brought about by inflationary investment in a 

development programme will bring substantial increases in the propensity to 

save ; "the demonstration effecf' brings to operate and people spend an 

increasing share of their incomes on new consumer goods. 

On the basis of above discussion we can conclude that inflation has no 

justification because, firstly, it leads to an inequitable distribution of income and 

wealth and consumption; and secondly, it is self-defeating as far as economic 

development is concerned. 

India's development planning has primarily two major objectives - 1) to 

increase production to the maximum possible extent so as to achieve higher 

level of national income and per capital income; and, 2) to reduce inequalities 

of income and wealth, so that the benefits of economic growth would be shared 

by all the people of the society equitably thereby realize the idea of a socialist 



208 

pattern of society. During the past five decades of planned development, the 

progress towards the first objective is not wholly unsatisfactory, but the record 

in the latter sphere has been quite disappointing. 

In India prices rose by 24 times between 1950-51 and 2000-01 (see 

table 2 of statistical appendix). During the period the price index with base 

1993-94 went up from 6.91 in 1950-51 to 165.99 in 2000-01 showing a rise of 

about 2302 per cent. 

It is clear from the table 7.26 that the price index declined during the 

First Five Year Plan by compound rate of growth of 2.7 per cent per annum. 

Aided by bumper crops the first plan largely succeeded in achieving the 

objective of combating inflationary pressure which was the declared objective of 

the First Five Year Plan. During this plan period price situation was very 

favorable. 

Table 7.26 
Compound Rate of Growth of Price Index 
Five year Plan Growth rate (%) 

First Five Year Plan(1951-52 to 1955-56} -2.7 
Second Five Year Plan.(1956-57 to 1960-61) +2.4 
Third Five Year Plan {_1961-62 to 1965-66) +6.3 
Annual Plan (1966-67 to 1968-69) +3.8 
Fourth Five Year Plan (1969-70 to 1973-74) +6.7 
Fifth Five Year Plan (1974-75 to 1978-79) +2.1 
Sixth Five Year Plan (1980-81 to 1984-85) +6.8 
Seventh Five Year Plan (1985-86 to 1989-90} +6.5 
Eighth Five Year Plan (1992-93 to 1996-97) +7.2 
Ninth Five Year Plan (1997-98 to 2001-02) +4.8 .. 
Source: Computed on the bas1s of table 2 of Statistical Appendix 

The success of the first plan and the favorable movement of prices 

encouraged Government of India to launch still more elaborate plans and 

undertake still greater degree of deficit financing. Throughout the second plan 

period, there was a greater and steady rise in prices; the price level rose by 

compound rate of growth oOf 2.4 per cent per annum. 

The price position during the Third Plan deteriorated badly. The Chinese 

invasion of India towards the end of 1962, the Indo-Pakistan conflict in 1965 
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and the consequent increase in defense expenditure and above all the serious 

famine conditions of 1965-66 were responsible for rapid rise in prices. The price 

position became really difficult because of extensive hoarding and black 

marketing in food grains and other essential goods. During this plan period 

prices rose by compound rate of growth of 6.3 per cent per annum. Fortunately, 

however, the bumper harvest of 1967-68 saved the situation and therefore, 

during the Annual Plan (1966-67 to 1968-69) the inflationary rise in prices was 

arrested to some extent and price rose by 3.8 per cent per annum. 

During the Fourth Plan (1969-70 to 1973-74), the rise in the general 

price level was rather slow in the beginning of the plan, but gathered 

momentum later. Large influx of refugees from Banglade4sh, heavy 

expenditure of the govt. on these refugees, the widespread failure of Kharif 

crops in 1972-73 and complete failure of the takeover of wholesale trade in 

wheat resulted in an unprecedented rise in price level during 1973-74. During 

this plan period price rose by 6.7 per cent per annum. The inflationary rise in 

price during the Fifth Plan remained at the level of 6.9 per cent per annum. 

During the Sixth Plan ( 1980-81 to 1984-85) registered inflation as its 

number one problem. Initially price situation appeared to be hopeless mainly 

because of poor agricultural crop of 1979-80 and the consequent adverse effect 

on industrial production and the hike in oil prices by 130 per cent in 1980 alone 

were responsible for boosting the price level . However, a vigorous anti

inflationary policy kept the prices to moderate levels. The demand and supply 

management of the government during the sixth plan was largely successful in 

containing the prices. The annual rate of increase in prices during this period 

was 2.1 per cent. 

During the Seventh Plan period (1985-86 to 1989-90), the price level 

moved upward rather steadily. The annual rate of increase in the price index 

during this period was 6.9 per cent per annum. The inflationary pressure on 

prices was due to the shortfall in production of essential agricultural 

commodities. 
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During the Eighth Plan annual rate of inflation started rising mainly 

because of heavy fiscal deficit resulting in expansion of money supply with the 

people. To this was added the rise in administered prices of inflation sensitive 

goods. The double digit inflation continued for better part of 1994-95. Since 

then, the inflationary situation came under control with a noticeable decline in 

the prices of primary food articles as well as manufactured food products. 

During this period the price index rose by 7.2 per cent per annum. 

The price situation was stable and largely comfortable during the Ninth 

Plan (1997-98 to 2001-02) period. During the period 1997-98 to 2000-01 price 

index showed a compound rate oOf growth of 3.8 per cent per annum. 

Summing up the situation through the planning period, it can be said that prices 

remained steady during the First Plan period, but there was a continual rise in 

prices with effect from the Second Five Year Plan. 

The main reason for the inflationary rise in prices during the planning 

period can be grouped under two broad head: 

a) Demand-pull factors, and 

b) Cost-push factors 

The expanding pressures on the demand side are: 

i) Steady and continuous increase of government expenditure, 

ii) Deficit financing, 

iii) Heavy investment, 

iv) Increase in money supply, and growing pressure of population. 

On the hand the main cause operating on the supply side have been: 

i) setback in agricultural production; 

ii) slow rate of industrial growth; and 

iii) Speculative hoarding and profiteering. 

During the period under study, government expenditure has been 

steadily and continuously increasing over the years. Total expenditure of both 

the Central and State Government including Union Territories had risen from 

Rs. 967.38 crores in 1950-51 to Rs. 35379.41 crores in 1980-81; and Rs. 

548993.09 crores in 2000-01. In a agricultural economy like India, big 

programmes of economic development involving huge public investments have 
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been undertaken. The annual average rate of investment under the planning 

period risen from Rs. 1,00 crores in 1950s toRs. 2,00 crores during the 1960s, 

to Rs. 7,00 crores in 1970s, Rs. 30,000 crores in the 1980s and to over 

Rs.80,000 crores during 1990s and Rs. 30,0000 crores during the Tenth Plan 

period (2002-07). 

Thus total government expenditure recorded a percentage increase of 

56650.5 per cent during the period. The major portion of increase in total govt. 

expenditure is accounted for by defense and administration. The increase in 

non-plan expenditure in the wake of the Chinese and Pakistani aggressions 

and consequent recurring refugee problem, added to the aggregate demand 

with no increase in real output. In non-development capital expenditure, the 

major increase has been incurred on defense account. In regard to 

development capital expenditure, substantial amounts are going into irrigation 

and multipurpose river schemes with a fairly long gestation period. These 

expenditures and investment create largest possible employment and wage 

income. These incomes create a pressure on the prices of the wage-goods, 

especially food articles, the supply of which did not expand at the required rate. 

Therefore, mounting expenditure of government and investment as well 

became income of the people, thus stocking the fire of inflation. On the other 

hand , large increase in the amount of investment exert upward pressure on the 

purchasing power in the hand of the people, where as there was no 

corresponding increase in the supply of goods. Prices were bound to shoot up. 

Table 7.27 
Deficit Financing During the Plan period 

Five year Plans Deficit Financing (Rs. In crores) 
First Five Year Plan (1951-52 to 1955-56) 330 
Second Five Year Plan (1956-57 to 1960-61) 950 
Third Five Year Plan (1961-62 to 1965-66) 1150 
Fourth Five Year Plan (1969-70 to 1973-74) 2060 
Fifth Five Year Plan (1974-75 to 1978-79) 5830 
Sixth Five Year Plan(1980-81 to 1984-85) 15680 
Seventh Five Year Plan (1985-86 to 1989- 28260 
90) 
Eighth Five Year Plan (1992-93 to 1996-97) 33040 
Ninth Five Year Plan (1997-98 to 2001-02) 0 
Source. lnd1an Economy, Datt & K.P.M Sundaram, (2004) 
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From the very beginning of the developmental planning the government 

of India deliberately adopted deficit financing as a method of financing 

economic development. During the First Plan deficit financing was of the order 

of Rs. 330 crores. During the Second Plan deficit financing was of the order of 

Rs. 950 crores . Intact, the magnitude of deficit financing rose rapidly up to the 

Eighth Plan. 

Mounting government expenditure, financed through deficits directly 

pushes up the money supply in the country and consequently pushes up the 

public demand for goods and services. 

Table 7.28 
Money Supply and Monetary Resources with the Public 

(Rs. In crores 
Year Money supply with the Aggregate monetary 

Public (M1) resource (M3) 
1970-71 7,340 10,960 
1980-81 23,120 55,360 
1990-91 92,890 265,830 
2002-03 4,76,450 17,24,578 

Source: Indian Economy, Datt & K.P.M Sundaram, (2004) 

Table 7.28 gives us an idea of the growth of money supply with the 

public and the aggregate monetary resources with the public. Money supply 

with the public(M1) consisting of coins and currency notes and demand deposit 

of the public with the commercial banks had gone up from Rs.7,340 crores in 

1970-71 to Rs.4,76,450 crores during 2002-03. Other important measure of 

supply of money is the total volume of liquidity with the people i.e. aggregate 

monetary resources (M3) of the public consisting of (M1) plus time deposits with 

the banks had increased from Rs. 10,960 crores in 1970-71 to over Rs. 

17,24,578 crores in 2002-2003 - an increase by 157 times. This enormous 

increase in money supply and monetary resources with the general public has 

a direct influence on the level of effective demand and therefore, on the level of 

prices. 
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Another important factor for inflationary rise in prices in India is the 

growing pressure of population on the aggregate demand and on the price 

level. It is the continually rising population which is responsible for the 

persistent gap between demand and supply in the almost all consumer goods 

and services, thus exerting continuous pressure on prices. 

Inflation had led to economic recession in many sectors of the Indian 

economy. As a result of inflation, prices of certain important articles of 

consumption such as textiles had increased to very high levels forcing demand 

for such goods to decline. Production had also been adversely affected by 

frequent labour troubles such as strikes and lockout6s. Over and above all 

these, the rise in the price level had eroded the volume of investment in real 

terms. The decline in investment worsened the economic recession still further 

till recently. 

Inflation has adversely affected the distribution of income and wealth. 

The producers, traders and speculators have gained enormously through the 

ever-rising prifit margins and through illegal gains and windfall profits, due to 

hoarding, speculation and black-marketing. On the other hand, people living on 

past savings, fixed interest and rental incomes and old age pensioners have 

been literally ruined due to continuous depreciation in the purchasing power of 

the rupee. The worki9ng classes have suffered badly, particularly the 

unorganized workers. Since rich get richer and the poor have become poorer, 

vast disparities in the distribution of income and wealth have been the 

unfortunate consequence of inflation in India. 

Now keeping in view the above cause and effect of inflation, a wide 

range of policy measures have been adopted in India . Initially when prices 

started rising in the early years of planned development, not much attention 

was paid to it . But latter on, to curb inflation the Government of India has 

generally insisted on controlling its own expenditure and keeping in ckeck both 

its revenue deficit and fiscal deficit. In this respect, in July 197 4, Government of 

India promulgated three ordinances to limit the disposable money incomes in 
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the hands of consumers through freezing wages and salaries on the one side 

and dividend income on the other. 

Again in January 1984, the Government of India announced a package 

of programmes to curtail public expenditure, to postpone fresh re4quirements to 

govt. jobs etc. In practice however, the govt. have been spending taxpayers' 

money recklessly and wastefully. Besides they have always adopte4d a policy 

of deficit budgeting. Thus instead of checking prices, govt. policy has actually 

pushed up prices. 

Government of India has appreciated the importance of reducing fiscal 

deficit only since 1990-91. The Budget of July 1991-92 took the first decisive 

action to limit the fiscal deficit by bringing it down from 8.4 per cent of GOP in 

1990-91 to 6.2 per cent in 1991-92 and to 4.9 per cent in 1992-93. However, 

since then the govt. failed to reduce fiscal deficit which remained around 7 per 

cent of GOP. 

The monetary measures of inflation consists extensive use of general 

and selective credit control measures. During the 1980s and 1990s , monetary 

policy was directed essentially to prevent any excessive increase in liquidity 

and at the same time to ensure that the genuine credit requirements of the 

industrial sector and the priority sectors were adequately met. 

On the commodity front the government has generally focused its 

attention in securing greater control over the prices of rice, wheat, sugar, oils, 

and other commodity of mass consumption through increase in domestic 

supplies, larger release from official stocks of food grains and widening and 

streamlining of the network of public distribution system. To check prices and to 

eliminate hoarding and speculative activity in food grain trade, wholesale 

dealers in food grains were licensed in many states. 

Therefore, fiscal policy, on the one hand, may reduce the excess 

demand by driving out purchasing power from the hand of some people, on the 

other hand, monetary policy should help in regulating the pace of credit creation 
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all along the line. But it is also a matter of great regret tear the Indian people, to 

a great extent have themselves been responsible for this lot. They have always 

been crying for a rise in wages and not for curbing prices and have also not 

been paying proper attention to ensure increase in productivity. 

7.11 Public Expenditure and Regional Inequality: 

The main objective of development planning is not only to raise the 

national income or the standard of living of the people, but also to secure a 

balanced development of all parts of the country and all segments of the 

national population. G. Myrdal in 'Economic Theory and Underdeveloped 

Regions' (London, Methuen, 1963, p. 26) pointed out that "If things were left to 

market forces unhampered by any policy interference, industrial production, 

commerce, banking, insurance, shipping, and indeed almost all those economic 

activities which in a developing economy tend to give a bigger than average 

return and, in addition, science, arts, literature, education and higher culture 

generally would cluster in certain localities and regions, leaving the rest of the 

country more or less in a backward." This tendency operates with higher 

significance in a developing country like India. In terms of such indicators of 

economic growth as per capita income, the proportion of population living below 

the poverty line, working population in agriculture, the percentage of urban 

population of total population, the percentage of workers in manufacturing 

industries etc., some states are economically advanced while others are 

relatively backward. Even within each state, some regions are more developed 

while others are almost primitive. The co-existence of relatively developed and 

economically depressed states and even regions with in state is known as 

regional imbalance. Regional imbalance may be natural due to unequal natural 

endowments or man-made in the sense of neglect of some regions and 

preference of others for investment and development effort. It is, therefore, 

within the strategy of planned development to take deliberate measures to bring 

about balanced development of different regions of a country. 

In India intrinsic goal of economic planning is economic growth with 

social justice, where no particular region of the country should be lag behind 
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the others. However, the regional imbalance in the country's development 

persists despite the planning interms of the indicators sited above. To studu 

regional imbalance, the 15 major states of India have been classified into two 

major groups: Forward States (FS) and Backward States (BS). Among the FS 

are included : Punjab, Gujrat, West Bengal, Karnataka, Kerala, Tamil Nadu and 

Andhra Pradesh. Among the BS are Madhya Prasesh, Assam, Utter Pradesh, 

Rajasthan. Orissa and Bihar. These 15 states taken together accounted for 

nearly 96 per cent of the total population in 1991 -about 50 per cent in the FS 

and 46 per cent in the BS. 

An important indicator of regional disparity is the growth rate of net 

domestic product (NSDP) observed during the last two decades. The table 7.29 

clearly pointed out that -

(a) In 1980-81, out of total NSDP of Rs. 1,10,340 crores for the whole 

country, the 9 FS accounted for 55 per cent, while the 6 BS accounted 

for nearly 39 per cent. But in 1997-98, the same FS raised their share to 

58 per cent, while that of 6 BS declined to 27 per cent. Thus, the forward 

states were becoming more forward or richer, which the backward states 

were becoming still more backward and poorer. 

(b} The above fact is also supported by the difference in the growth rates of 

NSDP of the forward and backward states. NSDP in forward states 

indicated an annual average growth rate of 5.2 per cent during 1980-81 

to 1990-91. However the situation showed a remarkable improvement in 

these states and they showed a higher annual average growth rate 6.3 

per cent during 1990-91 to 1997-98. On the other hand, the backward 

states indicated a growth rate of 4.9 per cent during 1980-81 to 1990-91, 

but this growth rate decelerated during 1990-91 to 1997-98. It should be 

noted in this connection that as compared to average All-India growth 

rate of 5.5 per cent in the post-reform period, two major states of India 

Viz. Utter Pradesh and Bihar; showed an average growth rate of 2.6 per 

cent respectively- a miserable performance indeed,. In fact none of the 
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six states included in the BS group showed a growth rate higher than the 

national average. 

Therefore, the forces of liberalization and globalization strengthened 

investment in forward states much more than in the backward states. 

Consequently, regional disparities in growth rates widen further. 

Table 7.29 
Statewise Net State Domestic Product at Factor Cost 

(At 1980-
81prices) 

States NSDP (Rs. crores) Annual A verge Growth Rate 
1980-81 1990-91 1997-98 1980-81 to 1990-91 to 

1990-91 1997-98 
Forward States 

Punjub 4,449 7,505 10,142 5.3 4.4 
Maharashtra 15,163 27,244 42,932 6.0 6.7 
Haryana 3,032 5,719 7,545 6.5 4.0 
Gujarat 6,547 10,839 18,433 5.2 7.9 
West Bengal 9,594 14,458 22,767 4.2 6.7 
Karnataka 5,587 9,112 13,683 5.0 6.0 
Kerala 3,823 5,262 7,782 3.2 5.8 
Tamil Nadu 7,218 12,423 18,193 5.6 5.6 
Andhra Pradesh 7,324 11,723 17,936 4.8 6.3 
Sub-total 62,737 1,04,265 1,59,413 5.2 6.3 

(55.0) (54.8) (57.8) 
Backward 
States 

7,012 11 '107 14,748 4.7 4.1 
Madhya Pradesh 2,298 3.426 4,302 4.1 3.3 
Assam 14,012 22,780 27,365 5.0 2.6 
Utter Pradesh 4,126 8,473 11 '138 7.4 4.0 
Rajasthan 3,443 4,345 6,013 2.3 4.7 
Orissa 6,349 10,253 10,653 4.9 0.6 
Bihar 37,240 60,384 74,219 4.9 3.0 
Sub-total (38.8) (31. 7) (26.9) 

All-India 1,10,340 1,90,218 2,75,895 5.6 5.5 
(100.0) (100.0) (100.00 

Source: INDIAN ECONOMY, Ruddar Datt & K. P. M Sundharam (2004) 

The table 7.30 provides per capita NSDP at 1993-94 prices for both FS 

and BS. Table shows that Punjab has the highest per capita income both in 

1990-91 and in 2000-01. Orissa had the lowest per capita income in 1990-91, 
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but in 2000-01, Bihar has recorded the lowest per capita income. During the 

decade, Karnataka has recorded the highest annual average growth rate while, 

Table 7.30 
Per Capita NSDP at factor cost 

(at 1993-94 Prices) 

States 1990-91 2000-01 
(Rs.) (Rs.) 

Forward States 

Punjub 11,779 15,390 
Maharashtra 10,248 15,172 
Haryana 11 '125 14,331 
Gujarat 8,788 12,975 
West Bengal 6,013 9,778 
Karnataka 6,629 11,910 
Kerala 6,851 10,712 
Tamil Nadu 7,872 12,779 
Andhra Pradesh 6,873 9,982 
Backward States 

Madhya Pradesh 6,321 7,003 
Assam 5,574 6,157 
Utter Pradesh 5,342 5,770 
Rajasthan 6,771 7,937 
Orissa 4,300 5,187 
Bihar 4,476 3,345 

All-India 7,321 10,254 
Ratio between Maximum 
and Minimum Per capita 
NSDP 2.74 4.60 

Annual Average 
Growth Rate 

1990-91 to 2000-01 

2.7 
4.0 
2.6 
3.9 
5.0 
6.0 
4.6 
4.9 
3.8 

1.0 
1.0 
0.8 
1.6 
1.9 
-2.8 

3.4 

Source: INDIAN ECONOMY, Ruddar Datt & K. P. M Sundharam (2004) 

Bihar has recorded -2.8 rate of growth. Further, while the advanced states have 

recorded smart annual rates of growth (2.6 per cent in Haryana and 6 per cent 

in Karnataka) backward states have registered extremely poor rates growth 

between 1 and 1.9 per cent, with Bihar registering negative rate of growth. It is 

therefore, clear that the forward states providing a higher per capita income to 

their profile while the backward states failing to catch up with the forward 

states. 

It should be pointed in this connection that, it is not that the backward 

states are poor because they do not have the natural resources, while the 
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developed states have been endowed with a large amount of natural resources. 

The most of the backward states have the same proportion of population as the 

developed one, but have large share of unskilled workers. So far as land is 

concerned, the backward states are blessed not only with the greater 

percentage of land but also have a greater share of cultivated land. Thus 

backward states are not poor due to less natural resources or overpopulation. 

However, Indian planners have shown disregard for the important aspect of 

economic plans as to why they are "backward". Economic plans, of Central and 

State Governments, have a predominant role to play in bring about a balanced 

regional development. 

Table 7.31 
Growth Rates in state Domestic Product in Different Plans 

States Eighth Plan Ninth Plan Tenth Plan 
Forward States 

Punjub 4.7 4.4 6.4 
Maharashtra 8.9 4.7 7.4 
Haryana 5.2 4.1 7.9 
Gujarat 12.4 4.0 10.2 
West Bengal 6.3 6.9 8.8 
Karnataka 6.2 7.2 10.1 
Kerala 6.5 5.7 6.5 
Tamil Nadu 7.0 6.3 8.0 
Andhra Pradesh 5.1 4.4 8.0 
Backward States 

Madhya Pradesh 6.3 4.0 7.0 
Assam 2.8 2.1 6.2 
Utter Pradesh 4.9 4.0 7.6 
Rajasthan 7.5 3.5 8.3 
Orissa 2.1 5.1 6.2 
Bihar 2.2 4.0 6.2 

All-India 6.5 5.4 7.9 
Source: Planmng Comm1ss1on, Tenth F1ve Year Plan(2002-07), Vol. 1 
Note: The growth rates for Tenth Plan in respect of Bihar, Madhya Pradesh and 

Uttar Pradesh do not include Jharkhand, Chattisgarh and Uttaranchal respectively. 

During the Eighth and the Ninth Plan period, the rate of growth in 

forward states, like Gujrat, Maharashtra, etc. have generally been higher than 

the backward states like Bihar, Orissa and Utter Pradesh, which has resulted in 

higher income differences among the states. According to some studies, the 

regional disparities tended to increase gradually in the 1980s followed by a 

relatively steep increase in the years after the reforms were launched and a 



220 

gradual increase through the 1990s (INDIAN ECONOMY, Ruddar Datt & K. P. 

M Sundharam ,2004). The Tenth Plan aims at reducing the pace of inequality 

and creates the necessary preconditions to help the backward states to catch 

up forward states. 

Dr. M. J. Kurian of the Planning Commission has made an extensive 

study of the 'Widening Regional Disparities in India' (EPW, February 12-

18,200). According to him more than two-thirds of investment proposals 

Table 7.32 
Investment proposals and Disbursal of Assistance for 

Investment 
(Percentage Distribution) 

States %share of Cumulative share of Cumulative Financial 
Investment Proposal Financial Assistance Assistance Disbursed 

(Aug'91-Dec'98) Disbursed by All-India by State Financial 
Financial Institutions Corporations 
(up 31st March'97) (up 31st March'97 

Forward States 

Punjub 3.4 2.4 3.6 
Maharashtra 18.0 21.0 11.5 
Haryana 3.6 2.5 4.8 
Gujarat 18.7 13.5 9.3 
West Bengal 3.3 3.9 2.5 
Karnataka 5.6 6.1 15.5 
Kerala 1.1 1.7 4.4 
Tamil Nadu 7.2 9.0 10.6 
Andhra Pradesh 8.3 7.2 7.8 
Sub-total 69.2 67.3 70.0 
Backward States 

Madhya Pradesh 7.4 5.1 3.2 
Assam 0.7 0.5 0.5 
Utter Pradesh 9.4 7.9 11.1 
Rajasthan 3.9 4.5 6.1 
Orissa 2.2 1.8 3.7 
Bihar 1.2 1.4 2.0 
Sub-total 24.8 21.2 26.6 
All-India 100.0 (7,37,516) 100.0 (3,12,502) 100.0 (20,896) .. . . 
Source: N. J. Kunan, W1denmg Reg1ona/ D1spant1es m India, Economic and Poht1cal Weekly, 
February 12-18, 2000. 
Note: Figures in brackets indicate totals of Rs. Crores 

(69.2%) in the post reform period were concentrated in the FSs and similar 

situation prevailed in terms of financial assistant distributed by All-India 

Financial Institutions as well as State Financial Corporations. This is shown in 

the table 7.32. 
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All India Financial Institutions like lOBI, IFCI, ICICI, UTI, GIC, IRBI, and 

SIDBI disbursed 67.3 per cent of total financial assistance to FS up to 31st 

March 1997. Even among the 9 FS , four states, namely Maharashtra, Gujarat, 

Tamil Nadu and Andhra Pradesh were able to appropriate about 51 per cent of 

total assistance. Even in the case of State Financial Corporations, 70 per cent. 

Table 7.33 
Levels of Infrastructure Development 

States Per capita Registered Road Telecom %of Relative 
power Vehicles per length per lines per irrigated Development 

consumption 100 persons 100 sq. 100 area in Index 
1999-2000 as on Kms. of persons gross 

(in kwh) 31.3.97 Area of the as on cropped 
state March 31 area 

1999 1994-95 

Forward States 

Punjub 924.1 103.2 113.1 5.34 94.8 191.4 
Maharashtra 571.6 57.2 73.1 4.93 15.3 107.0 
Haryana 530.2 64.6 61.0 3.18 77.2 141.3 
Gujarat 840.9 91.5 55.6 3.75 28.9 122.4 
West Bengal 206.9 19.8 69.9 1.86 28.7 94.2 
Karnataka 367.0 56.5 73.0 3.25 23.9 96.9 
Kerala 315.0 46.5 358.2 4.66 13.6 157.1 
Tamil Nadu 548.0 56.9 157.5 3.84 49.5 144.0 
Andhra Pradesh 434.0 42.1 20.7 2.36 39.6 96.1 

Backward 
States 

Madhya Pradesh 353.1 38.8 47.6 1.38 22.3 75.3 
Assam 101.2 19.9 86.7 0.95 15.0 78.9 
Utter Pradesh 179.1 22.7 72.7 1.21 62.6 103.3 
Rajasthan 339.5 45.1 38.0 2.11 29.1 83.0 
Orissa 334.3 22.9 134.8 1.05 25.8 97.0 
Bihar 146.7 16.4 50.6 0.58 43.2 81.1 
All-India 364.5 44.0 91.7 2.55 36.5 100.0 

Source: INDIAN ECONOMY, Ruddar Datt & K. P. M Sundharam (2004) 

of total assistance was received by forward states. Therefore, it is clear that BS 

can further accelerate the growth process while the BS being unfavorably 

treated face retardation in growth 

In respect of infrastructure, disparities are visible in India. Table 7.33 

provides a clear picture in this respect. Consumption of per capita power is an 
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indicator of level of energy consumption. It is seen from the table 7.33 that all 

the forward states except Andhra Pradesh, West Bengal, Kerala are above the 

national average of 364.5 kwh. of per capita power consumption in 1999-2000. 

As against them, the backward states, especially Uttar Pradesh, Bihar and 

Assam are way behind 185.4 kwh., 217.8 kwh. , and 263.3 kwh. respectively. It 

is imperative that unless the industrialization process picks up in these states, 

the disparities would continue. 

State wise number of registered vehicles per 1000 person is an 

important indicator, though not comprehensive indicator of the level of transport 

development, since it does not take into account railways and road length per 

100 sq. Kms which are major source of transport while creation of infrastructure 

is important, but the intensity of its use would depend upon the state of 

development of the state interms of NSOP as well as per capita NSOP. For 

example, Orissa has 134.8 kms of road length per 100 sq. Kms of area , but it 

rank very low in terms of NSOP both total and per capita. This explain the 

under utilization of roads. 

Nevertheless, the development of infrastructure is an essential, though 

not sufficient condition for development. This can be realized from a close 

perusal of the infrastructure development index prepared by the CMIE. This 

index included the following interms with the weighs indicated in brackets. 

(a) Transport facilities (26 per cent) 

(b) Energy consumption (24 per cent) 

(c) Irrigation facilities(12 per cent) 

(d) Communication (6 per cent) 

(e) Educational facilities (6 per cent) 

(f) Health facilities (6 per cent) 

Treating the value of index for all India as 100, the relative values of 

infrastructure development index (101) in the states have been presented in the 

table 7.33. It is seen from the table that Punjab had the highest value of 101 as 

191.4 followed by Kerala, Tamil Nadu as 157.1 and 144.0 respectively. Lowest 

value of 101 was for Madhya Pradesh (75.3) followed by Assam (78.9) and 
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Bihar (81.1). Although Uttar Pradesh had a value of IDI103.3 which is higher 

than of the all-India level, yet in terms of food grains production and poverty 

removal, it was far behind Karnataka, West Bengal and Tamil Nadu which had 

relatively lower IDI values. 

Now if we consider irrigation infrastructure, it may be noted that whereas 

Punjab had 95 per cent of irrigated area as a proportion of gross cropped area, 

it had the highest productivity, per hectare, but in Utter Pradesh though this 

proportion was quite high at 63 per cent , yet its productivity per hectare was 

relatively low. This highlights the fact that whereas Punjab and Haryana were 

able to harness these high infrastructure facilities for agricultural development, 

Uttar Pradesh did not succeed adequately in this regard. 

The indicators of Human Development are life expectancy at birth, 

literacy rate, infant mortality rate (IMR), death rate and birth rate etc. If the 

purpose of all development is to improve the quality of life, then human 

development indicators are the end product of the development process. 

The health scenario in India reflects diversity of the country in 

ample measure. Among the demographic and health indicators of 15 major 

states, Kerala compares favourably with most middle-income countries and 

even some high-income countries in West Asia. But all the backward countries 

e.g. Madhya Pradesh, Orissa, Rajasthan, Utter Pradesh and Assam are well 

below the average of low-income countries, and just above the levels of sub

Saharan Africa. These BS are also well below the national averge interms of 

the above Human Development indicators and have poor record interms of 

literacy, especially female literacy. It is seen from the Table 7.34 that Kerala 

and to some extent other BS have shown that it is possible to achieve higher 

levels of human development even with low levels economic development. To 

achieve higher levels of human development, it is necessary that investment in 

educational and health infrastructure be steped up. But the BS have failed to 

make adequate investment in health and education infrastructure and 

consequently have low life expectancy, higher infant mortality, high proportion 

of underweight children. Economic reform has help in setting up of nursing 
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homes or elite educational institutions with high level of charges or fees to 

meet the demand of the upper middle class and affluent sections, but it does 

Table 7.34 
Selected Human Development indicators 

States Life Neonatal IMR,19 Under-5 Total 
Expectancy mortality 98 mortal it fertility 

at birth, 1998-99 (Per y rate, 
average (Per 1000 1000 rate, 199 1997 

for 1992-96 live births) live 7 
(years) births) 

Forward States 

Punjub 67 34 54 72 2.7 
Maharashtra 65 32 49 58 2.7 
Haryana 64 35 69 77 3.4 
Gujarat 61 40 64 85 3.0 
West Bengal 62 32 53 68 2.6 
Karnataka 63 37 58 70 2.5 
Kerala 73 14 16 19 1.8 
Tamil Nadu 64 35 53 63 2.0 
Andhra 62 44 66 86 2.5 
Pradesh 
Backward 
States 

Madhya 55 55 98 138 4.0 
56 45 78 90 3.2 Pradesh 

Assam 57 54 85 123 4.8 
Utter Pradesh 60 50 83 115 4.3 
Rajasthan 57 49 98 104 3.0 
Orissa 59 47 67 105 4.4 
Bihar 

All-India 61 43 72 95 3.3 

Source: India, Social Development Report, Council for Social Development, Oxfo 
Oxford University Press, 41

h impression 2007 
India Development and Participation, Jean Dreze & Amartya Sen, Oxfor 
Oxford University Press, 2N° Impression 2006 

Death Under-
Rate weight 
1997- Children 

99 1998-99 
(per (per cent) 

1000) 

7.5 29 
7.5 50 
8.0 35 
7.8 45 
7.4 49 
7.7 44 
6.3 2.7 
8.2 37 
8.4 48 

10.8 55 
9.9 36 
10.4 52 
8.7 51 
10.9 54 
9.4 54 

8.9 47 

not offer anything for the welfare for the poor. Either the private sector should 

assume a higher social responsibility or the state should invest more in 

health and education infrastructure. N.J. Kurian after making a detailed 

analysis of regional disparities after the initiation of economic reforms reached 

the following conclusion: "The better-off states are able to attract considerable 
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amount of private investment, both domestic and foreign, to improve their 

development potential because of the existing favourable investment climate 

including better socio-economic infrastructure. The backward states are unable 

to attract private investment because of unfavourable investment climate 

including poor infrastructure. They are unable to improve the investment climate 

Table 7.35 
Literacy Rate In India 

States 1971 Census 1991 Census 2001 Census 
Total Male Female Total Male Female Total Male Female 

Forward States 

Punjub 337 404 259 585 657 504 699 756 
Maharashtra 392 510 264 649 766 523 773 863 
Haryana 269 373 149 558 691 405 686 793 
Gujarat 358 461 248 613 731 486 700 805 
West Bengal 332 428 224 577 678 466 692 776 
Karnataka 315 416 210 560 673 443 670 763 
Kerala 604 666 543 898 936 862 909 942 
Tamil Nadu 395 518 269 627 737 513 735 823 
Andhra Pradesh 246 332 158 441 551 327 611 708 

Backward 
·states 

221 327 109 442 584 288 641 768 
Madhya Pradesh 287 372 198 529 619 430 643 719 
Assam 217 315 106 416 557 253 574 702 
Utter Pradesh 191 287 85 386 550 204 610 765 
Rajasthan 262 383 139 491 631 347 636 754 
Orissa 199 306 87 385 525 229 475 603 
Bihar 

All-India 295 395 187 522 641 393 654 760 .. Source:(r) Hand Book of Statrstrcs on lndran Economy 2001, Reserve Bank of lndra 2001 
(ii) INDIAN ECONOMY, Ruddar Datt & K. P. M Sundharam (2004) 

by improving the existing poor infrastructural facilities due to lake of resources. 

Their lack of resources is linked to their poor development. Thus, they are truly 

in a vicious circle." 

The provision of drinking water and sanitation has been one of the major 

concerns of the government since Independence. The problem understandably 

is more serious in urban centres due to their rapid population growth. 

636 
675 
563 
586 
602 
575 
879 
646 
512 

503 
560 
430 
443 
510 
336 

543 
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Table 7.36 
Percentage of Households with Access to Safe Drinking Water 
and Toilet Facilities in Urban Areas in Different States of India 

States Toilet Drinkin_g_ water 
1981 1991 2001 1981 1991 2001 

Forward States 

Punjub 64.8 73.2 87.0 91.1 94.2 98.9 
Maharashtra 59.4 64.5 58.0 85.6 90.5 95.3 
Haryana 58.1 64.3 81.0 90.7 93.2 95.4 
Gujarat 60.1 65.7 81.0 86.8 87.2 82.1 
West Bengal 77.7 78.8 85.0 79.8 86.2 92.3 
Karnataka 53.3 62.5 75.0 74.4 81.4 92.1 
Kerala 59.1 72.7 92.0 39.7 38.7 42.8 
Tamil Nadu 51.3 57.5 64.0 69.4 74.2 85.9 
Andhra Pradesh 44.1 54.6 78.0 63.3 73.8 90.2 
Backward States 

Madhya Pradesh 52.7 53.0 55.0 66.6 79.4 89.0 
Assam - 86.1 95.0 - 64.1 70.3 
Utter Pradesh 62.1 66.5 80.0 73.3 85.8 97.2 
Rajasthan 56.5 62.3 76.0 78.6 86.5 91.6 
Orissa 41.9 49.3 60.0 51.3 62.8 72.3 
Bihar 53.0 56.5 65.0 65.4 73.4 79.0 
All-India 58.2* 63.9** 74.0 75.1* 81.4** 90.0 

Sourse: Household Tables, Census of India, 1981, 1991 & 2001 
Notes: * Excludes Assam; ** Excludes J & K. Figures for Bihar, Madhya Pradesh, and Uttar 
Pradesh for 2001 are for the undivided states 

It is seen from the table 7.36 that many among the forward states like, 

Kerala, Tamil Nadu, Gujrat etc., report a low percentage and lower than 

national average of urban households covered under safe drinking water 

facilities. This could be attributed to lack of affordability. It is natural to have a 

positive relationship between the level of economic development and access to 

the amenities. The exception are Uttar Pradesh, Rajasthan, and Assam (in 

case of toilets) and Rajasthan and Uttar Pradesh in case of safe drinking water 

facilities repot relatively high values. Similarly, some of the forward states have 

low values of the amenities as shown above. 
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Ambitious targets were set to provide these services to all sections of the 

urban population, especially the urban poor. Unfortunately, these were not 

matched by a corresponding allocation of resources or by the launching of 

major programmes to achieve the desired targets. The Sixth and Seventh plans 

recognized the resource crunch and laid greater emphasis on the provision of 

land and basic services to the poor rather than formal housing. A Master Plan 

was adopted for Water Supply and Sanitation during the 1980s and the decade 

was declared as International Drinking Water Supply and Sanitation Decade. 

Despite these, rapid growth of urban population, areal expansion of existing 

town and cities resulted in shortage of resources, inefficient management and 

coordination among the various agencies have further created serious 

deficiencies in basic amenities in the country. The shortages are serious for the 

urban poor, in particular, due to inequality in the access to these amenities. 

Further, there are serious apprehensions that the programmes of globalization 

and consequent reduction of government support to these scheme schemes in 

recent years would accentuate disparity in the access to services. 

Despite rapid growth in literacy in post-Independence India, gender 

deprivation still exits. Despite progressively increasing gains from for females in 

literacy and education resulting in declining disparities (Table 7.37), in 2001, 

slightly more than half of the female population was literate(54.16 per cent) as 

against three-fourth of males (75.85 per cent). It is seen that it look almost five 

decades for male-female disparity to reduce to half of what it was in the 1960s. 

Following the same logic, it can be argue that if the present trend continues, it 

will take another five decades to finally close the gender gap in terms of literacy 

attainment. 

Table 7.37 
Trend in Gender Disparity in Literacy in India 

Year Male Literacy Rate Female Literacy Rate Male/Female Disparity 
1961 40.4 15.3 0.45 
1971 39.5 18.4 0.38 
1981 56.3 29.7 0.35 
1991 63.8 39.4 0.28 
2001 75.8 54.1 0.21 

Source. India, Soc1al Development Report, Council for Soctal Development. 
Oxford University Press. 41

h impression 2007 
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However there exist wide regional variations. While in Kerala, males and 

females are almost at parity, the so called (BIMARU) states of Bihar, Madhya 

Pradesh, Rajasthan, and Uttar Pradesh lag behind in female literacy ate and 

the gender disparity is huge (Table7.38). 

Table 7.38 
Gender Disparity in Literacy Rates in Major States of India 

States Years 

1961 1971 1981 1991 

Forward States 

Punjub 0.418 0.229 0.193 0.162 

Maharashtra 0.474 0.365 0.176 0.244 

Haryana NA 0.463 0.425 0.318 

Gujarat 0.398 0.332 0.306 0.254 

West Bengal 0.430 0.343 0.288 0.225 

Karnataka 0.469 0.360 0.179 0.251 

Kerala 0.211 0.134 0.109 0.065 

Tamil Nadu 0.470 0.352 0.309 0.228 

Andhra Pradesh 0.440 0.372 0.346 0.289 

Backward States 

Madhya Pradesh 0.658 0.535 0.483 0.389 

Assam 0.418 0.347 NA 0.214 

Utter Pradesh 0.642 0.549 0.519 0.426 

Rajasthan 0.654 0.588 0.584 0.524 

Orissa 0.676 0.508 0.438 0.342 

Bihar 0.699 0.615 0.529 0.440 

All-India 0.485 0.385 0.352 0.281 
Source: lnd1a, Soc1al Development Report, Counc11 for Soc1al Development, 

Oxford University Press, 4th impression 2007 
NA: Not Available 

2001 

0.116 
0.172 
0.224 
0.211 
0.167 
0.184 
0.056 
0.167 
0.202 

0.270 
0.159 
0.297 
0.337 
0.253 
0.331 
0.216 

The early decades of Independence saw huge disparity between boys 

and girls at the primary level of education, with the situation being even worse 

at the upper primary level. Undoubtedly, the gender disparities over the years 

have come down; yet substantial gender gap in enrolment at the elementary 

level of education still persists (Table 7.39). 

Table 7.39 
Gender Disparity in Elementary Education 

Year Primary Upper Primary 
1950-51 0.49 0.69 
1960-61 0.43 0.52 
1970-71 0.32 0.42 
1980-81 0.29 0.35 
1990-91 0.25 0.31 
2000-01 0.17 0.18 
Source. lnd1a, Soc1al Development Report, Council for Soc1al Development, 

Oxford University Press, 4th impression 2007 

Elementary 
0.49 
0.42 
0.33 
0.30 
0.26 
0.16 
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On the basis of above observation we can conclude that, even during 

the planning process, there is some evidence of the growth of regional 

disparities but still, the state made a conscious effort to reduce them. But the 

reform process, which strengthened market forces with in the country, coupled 

with globalization favour the forward states and neglected the backward states. 

As a result regional disparities were aggravated. 

Table 7.40 
Per Capita Plan outlays During the Plan Period 

_{_Rs., 
States 1"' 2"" 3r" 4" 5m 6th 7" 8"' 

Plan Plan Plan Plan Plan Plan Plan Plan 

Forward States 

Punjub 175 146 212 316 531 1,179 1,695 2,951 
Maharashtra 37 57 103 199 372 983 1,434 3,101 
Haryana - - - 358 481 1,385 1,871 . 2,838 
Gujarat 58 76 108 204 376 1,037 1,485 2,700 
West Bengal 54 48 80 82 200 600 653 1,144 
Karnataka 46 62 100 128 276 614 749 3,138 
Kerala 31 49 101 156 224 578 727 2,378 
Tamil Nadu 28 57 98 134 201 651 1,063 2,427 
Andhra Pradesh 33 52 91 98 236 584 841 1,858 

Backward States 

Madhya Pradesh 34 48 84 114 254 687 1,146 1,742 
Assam 29 57 103 136 190 526 850 2,066 
Utter Pradesh 25 32 72 132 237 535 803 1,372 
Rajasthan 39 53 97 120 237 577 718 2,548 
Orissa 56 54 120 113 207 536 897 2,123 
Bihar 25 40 67 85 155 456 626 592 

All-India 38 51 92 142 262 687 1,026 1,956 

Source:CMIE: Basic Statistics Relating to Indian Economy, Vol.2, States(1989) and 
Planning Commission, Ninth Five Year Plan (1992-97). 

In fact, the planning process has itself accentuated the disparity between 

the states by having a strong bias in favour of developed states and neglecting 

less-developed states. It is clear from the table 7.40 that the developed states 

were clearly favoured and the less-developed states were neglected interms 

of planed outlays. Punjab and Haryana have always received the highest per 
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capita plan outlays from the first plan to the eighth plan. Really speaking, the 

first four or five states of forward states have always received larger allocation 

of Plan outlays in all the five year plans. On the other hand, backward states 

like Bihar, Orissa, Uttar Pradesh and Rajasthan, Assam, have continued to 

receive the smallest allocation per capita in all the Plans. Therefore, the 

disparities between the states in India have been widening. 
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