


.For the last couple of years, discussions are heard of 

at the political or even at the academic levels that we have to 

chalk out a developmental policy that incorporbtes the concept of 

decentralized planning. To quote from a recent 1 study, 

" •••.. decentralized planning must be seen as an 
instrument for making the plann~ng process more 
responsive·and relevant to the people's heeds and problems. 
This will ncit only ensure greater social ! justice but will 
also rele~se latent poteritial of hu~an ~nd material 
resourc~s. Thus decentralized planning ~hould be regarded 
as not only a 'cost reducing'but also a'~esource augmenting' 
process." ·1 

The re-emergence of the emphasis laid on the need for 

decentralized planning may be the realization that f.~ven after 

almost fbur decades of planning (at the central level!), we have 
• I 

hardly been able to enforce social justicey;~. :in our country. w~ 
I 

observe that from 182 millions in 1957-58, t~e rural population 

below poverty· 1 ine h'as increased to 222 mi II i'ons by 
. . I 

1984-85. A 

study has put considerable blames on th~ Five Year Plans 

instituted at the central level· for such happenings. 

"A major discrepancy and therefore d miljor ]acunoe in 
India's Five Year Plans arises from our attempts to 
alleviate rural poverty and to r~ise rural against 
urban incomes with the capacity to change relative growth 
rates of agriculture and manufacturing.'........ Roughly 
2/3 of . income of the country ~s closeiy associated with 

I 
urban areas while 1/3 is firmly based in rural areas as 
against 3/4 of the population res~de lin rural areas."~ 

Arguing further,Shetty points out that" the'Seventh Five Year 

Plan with a modified rate of growth of 8/. f;or industry while 

agricul~ure only at 4% endorses the declinind opprotunities of 

What actually do we mean by 'decentralized planning' 

·when we plead ~ case for or against it? In the Indian context, 

the' concept embodies the devolutJ.·on r1 f ' 
d~cision-making-power 
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regarding· planning and development at a sub-state level. From. 

Lhe very beginning of onr·planning era we do haive planning bodies 

both at the ceritral as well as the state levels. 
:, I 

1 
Thus,de6entralized planning implies a choice ot planning unit at 

the I sub-state level, may be. th~ village or block or subdivision 

or even the district. Such choices are obvious keeping in mind 
! 

the administrative infrastructures that have already been built 
! 

up at those levels .. Ofcourse, there has beeQ an inconclusive 

' 
deb~te- one that is still going on- regarding the choice of unit 

vis...:_a-vis decentralized planning . However, we·have no scope for 

highlighting the debate in the present context. So how then to 

define the concept? 

As the institution of Panchayati· Raj has been in 

existence for a long time ever since its inception 1n the early 

fifties it may be argued that it should have: taken deep roots 

intb the rural society. This i~stitution is ch~racterized by the 
' 

election of people's representatives_ at villagk, block as well as 

district levels. Further, since decentraliza.tion, at least in 

the present context, signifies devolution ~f decision ma~ing 

power from the top to the bottom, we can have a practical 

defin{tion·o( decentralized planning that may be put as 

·necentralized ~lanning ia a plan~ing process where 
the decisions regarding further economic development, i.e, 
planning anrl their ccmsequent implementations are undertaken 
at . the village, block or district levels by the elected 
~eople's representatives through the institution of 
Panchayati Raj. 

Having obtained the definition ,of 'decentralized 
! 

planning, we can now attempt tracing the emergence of the concept 

in the pages of the history of the development of Indian 
1 
! 
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political and economic thought. And in thi~ context, it is 

interesting to note that the necessity of having decentralized 

planning process in our_country were felt a number of times even 

I 

before we attained independence. Studies reveal that "developm~nt 

from below was the concept introduced for the first time by the 

late Prime Minister Jawaharlal Nehru ••.••. To him planning was an 

I 

instrument not only to improve the prevailing economic conditions 

but also the social characteristics of Indian society 

particularly in the rur,al area. To achieve this, he wanted the 

"·Pane hayats · tb be drawn into the network of-planning and its 

implementation· "Nehru carried himself· the expressiDn 

"Panchayat Raj" to give an Indian name to the words "Democratic 

Decentralization' so as to translate the Gandhian "Gram Swaraj." 
l 

through sel f--help.'" 6 

Mahatma Gandhi~ just after lnd ia. 

independent,commented, 

"True democracy cannot be worked by twenty men 
at the centre. It has to be worked from below by the 
from every village." 7 

became 

sitting 
peoplE' 

Gandhi further argued that it is only through decentralization as 

visualized in· the Constructive Programme, ·that the means of 

production of the elementary necessaries of life can remain in 

the control of the masses. 

However, Gandhi an concepts of "Constructive 

·programme","Trusteeship" were condemned and criticised to be 

utopian,unprogressive etc. by many. Even Nehr·u categorically 

discarded the concepts of Trusteeship and Khadj Movement viewing 

them to be an intensification of individualism in production 

that will lead to a throwback to the pre-indus~rial age. 
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The First Five Year Plan formu~ated under the 

steward~hip of Nehru aimed at initiating measures of social 

justice on a wide scale. Although it was admittedly a "plan of 

preparation" and "little more than a five year programme of 

Gov~.-expenditure", the need for decentrali~ed plannning was 

recognized from the very inception of Five; Year Planning in 

India~The Community Development Programme was intr~duced in 1952~ 

ie,·, in the midst of the First Plan and was e~tended so as to 
' 

cov~r 12.~~~ villages at the end of the First ~lan. 

"The Fundamental aim of· the Community D~velopment Movement 
1s that the people in the villages ar~ enabled, through 
their own efforts and in co-operation with one another, to 
bring about improvements in all aspects 

1
of rural life and 

rapid betterment of their standard iof living the 
Government assisting by providing techn~cal assistance and 
organizing . supplies of credit. The institutions through 
which self~help and co-operation are 1 enlisted and all 
efforts are channelled are (i) the, :panchayats at the 
village,block and district levels, and (ii) a network of co
operatives ~ith the primary society at :the base, linked up 
to f~derated units at higher levels. Social change is sought 
to be achieved by a pr.ogramme of activities which may be 
broadly as under: , 
i) Increased employment and production: tvery family should 
have a plan of its own scientific agriculture in 
its wid~st sense, cottage and small-scale industries, 
etc-- and the n.ecessary assistance should be given for this. 
ii) Co-operation: The co-operative movement is the main 
agency 'for social change. It should be spread so that every 
family is represented on at least one cb-operative society 
ori its own right. 'rhe pr.imary aim is to Emcourage thrift and 
promote social cohesion ........ "6 

Interestingl¥• although Nehru strongly criticised the 

Gandhian ends of"Gram Swaraj", the means to ~chieve it, i.e,the 

concept of "Panchayati Raj" veiy ~uch attrabted him. Thus we 

observe that during t~e course of the Second Plan, the Community 

Development Programme got itself strongly associated with 

"Panchayati Raj". "The Second Plan clearly ; visualized a well 
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I 

organized democratic structure of adminis~ration within the 

district in which the village panchayats would be organically 

1 inked with popular organizations at the higher levels.. Pending 

further studies, thr Plan offered interim proposals for setting 

up District Development Councils and also Development Committees 

in the blocks. The recommendations of the Study Team set up by 

the Committee on Plan Projects in 
i 

favouri of a system of 

I 

"democratic decentralization' ·were consider~d by the National 

Develop~ent-Council in January 1958. The Cou~cil emphasized that 

the fou~dation of any democratic structure had to be democracy in 
i 

the village." 9 

The Second Plan further proposed the context of 

Community Develupment Programme that 
\ 

"along with the district, 

the block should serve as a unit of Planning and Deve 1 opmen t. · 
I 

It 
1 

was suggested that in the following field~,proposals for the 

Third Plan should be drawn up by the States on the basis of 

district and.block plans: 

(1) Agriculture includiNg minor irrigation, soil 

co~servation,village forests, animal husbandry, dairing etc 

(2) Development of Co-~peratives: 

(3) Village Industries : 

(4) Elementary education,specially provision of school buildings 

for ~ocal committees : 

(5)' Rural water supply and the programme of minimum rural 

amenities, including construction of approach road or rail 

head;and 

( 6) Works programmes further utilization bf man-powpr 

resources in rur~l areas." 1 0 
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However such expectations were belied as we find 

Iyengar reporting, "Although efforts were made. in several states 

to.pn~pare b]ock p]an:> spHcially in af',r:icult.urc, in the main, the 

plans of States have been .prepared independently of local 

p 1 ans. "11 

The Balwant Rai Mehta-led Study Team on Community 

Development and National Extention SeJ?vice '(1957) clearly pointed 

• out the .failures of the Community Developmerit Programme to evoke 

popular initiative. 

Not· only the Balwant Rai Mehta Committee,but also we 

find Nehru himselT lamenting in 19B3 that it. was a pity that tho 

whole movement of Commrinity Development which aimed at improving 

qu~lity of living of men and women in rural ~reas, was getting 

into the rut. •• .we losing ourselves ~rocedures, in long are J.n 

di~cussions .. _ .... and not doing what we are supposed to do ln 

this matter. .. Regarding Panchayati. ijaj' ~ehr1;1 argued, .. We must 

gi~e power to the people even though it le~d~ us to hell. We will 

certainly come out of the hell if we get the~e ...... rhe trouble 
:·. 

is· that we deal more with papers than with :practical work. We 

prepare and issue such enormous papers as. are difficult for 

people to digest."12 

Regarding the carrying out of the task of democratfc 

de·cen tral izat ion, however, the Mehta Committee suggested the 

cr.eation of a three tier system of Panchayati Raj 

' in·sti tutions. The report was very enthusiastically accepted and 

legislative measures wer~ taken up :in variou~ states for setting 

up Panchayati Raj institutions. 

The p]anrwrs alBo took the GIH~ fro~ the Mehta Committee 
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Report {1957)and hailed the legislative measures taken up by the 

States towards the .cr·eation of Panchayati Raj ·institutions as the 

major significant step forward. The Third !Plan regarded the 

grdwth of P~'lnchayati Raj insti t.utions .:H; one of the principal 

tasks 
I 

to " enable each area to realize its ~aximum development 

potential on the basis of local man-power ~nd other resources, 

co-operative self-help and community effort, and effective use of 

the available resources and personnel." s~.; 

Interestingly, "~he euphoria generah:d by the initial 

eff6rts at democra1 tc decentralization, howe~er, did not last 

long. The progress of setting up Panchayati Raj Institutions were 

halting and uneven ••.•• The conflicting bur~aucratic interests 

and political pressures saw to it that these bodies remain 

anaemic or defunct and elections to Zilla P~rishads often been 

kept in abeyance for years at a stretch." 14 

The study .by Sen and Rays~ Community 

Development Programme corroborates to such ~n argument. On the 

' 
basis of an 

' I 

all-India survey, they observed that the owner-

cu:lf . .ivators have been benefitted the most from the programme. 

' Moreover, they found that the programme had ~een still seen as an 

of1icial venture and the people depended on the government to do 

things for them. The ~lock development officers rather than their 
. ' 

elected representatives were condsidered asithe key man in the 

programme. 

These observations along with Nehru's lamentations help 

us understand that, although, so far as :policy framing was 

concerned, there were ~ttempts at imparting social justice 

th~ough active participation of the people ai the grasroot-leve1, 

41 



that could not be ascertained due to the bur~aucracy weilding 

much power than the people's representati~es. And such a 
! 

phenomenon even led to the benefits of the programme going to the 

richer section of the village-folks. 

Is it to be believed then that the onus 
! 

lies sol~ly on 

the bureaucracy regarding the non-achievemri~t of the goal of 

' .reducing social justice? It is better we have;an idea regarding 

1ncome inequality that persisted during the ~ixties. Bardhan16 

estimated that percentage of rural populationibelow the minimum 

level of living increased from 38 in 1960-61 to 53 in 1967-68. 

Ahluwalia17 estimated the incidence of poverty to have risen from 

38.9% to 56.6% during the same time period. 

Interestingly, it is during-this period of time that 

the· Rural-Urban Relationship Committee submit:ted its report 1n 
' ' 

1965 and emphasized on the concept of area ma~lagement where .. a 

whole area should be treated as one unit £or administrative 

purposes and rural and urban areas falling within it should 

be treated as integral parts of the area for the purpose of 

overall planning and implementation of the development projects." 

The, Co~mittee recommended the districts w~ich were already in 

existence as administrative units should also be considered as 

units for planning takit1g into account both rural and urban areas 
i 

falling within its respective jurisdictions bJcause such an idea 

' was "compatible with national objectives, regional requirements, 

local needs, people's aspirations and technical and 

administrative eonstraints".l6 

On the other hand, scholars start~d arguing for the 

implementation of the community Developmer1t; Programme in the 
~ 
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urban areas. To quote, "Rather, the Community Development 
j 

Movement would have been able to achieve very good results if 

urban areas have been taken up first. It is in· such areas that we 
I 
I 

hav~ initiative and enterprise, with the additional advantage of 

concentration in small areas. A hundred such urban centres dealt 

with by Community Development Programme would; have proved most 

effective as instr·uments of audio-visual instruction. Even now it 

would be wise to shift ·the emphasis from the rural to urban 

.are.as. " 19 

The argument put forth above in .the preceding two 

paragraphs, makes clear at least two points in this context. 

Fir;stly, planning at the village level could ·not be initiated due 

to 1ack of administrative infrastructure at that level, implying 

th~ bureaucracy's supreme authority in the implementation of 

developmental policies and secondly, the argu~ent that the urban 

·areas should be given more emphasis in the de·velopment policies 

al~o gained higb currencies among some intellectuals. Although 

it .Is no deni.:ll nf thE• fact that- lhe ur·ban areas were not having 

the problem of poverty; still considering the larger incidence of 

pov:erty in the rural areas and further ,understanding well that 

the urban poverty was also. a direct consequente of rural poverty 

- a result of migration of poverty from rura1 to urban centres -

the emergence of such an idea clearly repre~ented a deviation 
I 

from the avowed goal of enforcing social justice taken up in the 

pl~n-documents since the beginning of the pla~ning era. 

Incidentally, against this backdrQp .ln the 

sixties, India, al9ng with some other third world countries, 

turned into tt)e hot beds of :r-ising d i ssa ti sfac tion among the• r·ura 1 



population whii::h in some cases even culminated into peasant 

str·uggles. '.'The speci.al sur·vey done by the Home Ministry in 1969 
i 

on the nature and causes of current Agrarian< Tensions in Rur·al 

India [was] a clear indicator of the growing unrest." 20 

So· the priorities had to be remodelied. The Fourth Plan 

ur"'derlined the need for strengthenirig the.pl~nning machinery at 

different levels. The. Planning Commissionl issued detailed· 

guidelines for the preparation of district pl~ns in 1969.And by 

the ea~ly seventies w~re observed inportant changes in the 

planning process in terms of strategy, approach and 

organisations.The emphasis havinng shifted ~o a target group 

approach, several programmes wer~ initiated aiming at poverty 

removal and employment creation, the most notable being,Crash 

Sc:heme for Rural Employment (CSRE) MFAL,SFDA. and different Area 

Development Sehemes.Singh argues that "with the launching of 

these programmes the need for microlevel deckntralized planning. 

came to be incresingly realized." 21 However ,the concept of 

people's participatio~·'. W<;lS hardly given any opportunity to creep 

into these pr6grammes. Although new ~gencie~ were evolved to 

implement such p~~~r~m~~s, those also rem~ined tied 
!_.·. •·,-·:~f'o?_..,·,;:;:~-~:··,~·-~·-'·:.:.:· > • .·, .·.;-. - • 

to the 

bereaucratic machinery.And the sehemes went 6~-t~ be operated 

even during the Fifth Plan.What were the results ? 

Prof. Amartya Sen observed, 

"The f:;'recent Indian schemes to promote employment 
pa~tly refl~ct i~creasing publi~ c~ncern with the phenompnon 
of rural poverty~· .The magnitudec,.oJ this poverty,, no matter 
which e~timate one a·ccepts,. is, ha·weve.r, so large that even 
if the schemes all prove highly successful no dramatic 
impact· can really be. expected. Further those who-·'·' an~ 
affect~ed do not in fact come from below the poverty 1 i.ne as 
was noted i~ r~veiwing the· CSRE,SFDA and: MFLA prpgrammes. 

"The class composition of the ben~ficiar:_-y is by no 
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mea~1s as straight-forward as it may 
Through significant loopholes in the 
programmes it has turned out that 

first appear. 
conceptions of 

many among the 
poorest cannot benefit at all from this 
while some of the relatively better-off can be 
by them. The institutional framework· of 
makes this problem extremely real." 22 

programme, 
covered 

rural India 

A World Bank Report also supported Sen's observation 

arguing, "While the target groups among the rural poor gain from 

secondary employment, the owners of the assets,specially land, 

typically obtain large benefits from the · infrastructure 

cre;1ted _ "23 

Thus, in the process of our attempt to find out the 

.answer to the question as to whay were the earlier prescription 

to do away with ~uch difficulties, we have also obtained the 

answer to the next question regarding the compatibility of the 

· poiicies · with the then si ~uation. Recalling _from the earlier 

chapter that by the late 1970s there were observed, 

a) increasing fluctuations in the growth pattern of NDP; 

b) a structural retrogreession of the Indian economy; 

c) the emergence of the agricultural sector, as still the 

largest generator of employment ~otential; and 

d) existence of a • traditional sector, in spite of a trend 

towards modernization, 

it was quite clear that there had been a perceptible change in 

the situation by the seventies compared to what it was during the 

1950s. The so called 'trickle down· expectation turned out to be 

complete myth_24 

Consequently, there arose the need £or evolving a new 

strategy. The World Bank observed that th~ earlier policies 
i 

failed due to 
i 

the inability to activate geasi-root level socio-



economic institutions in regions and sub-regions of rural areas 

to erv,"iure 'people"s ·participatl.on· in rural development. The 

report. stated, "There is a growing consensus that the effective 

planning and implementation of rural development programmes 

requires the following elements : 

1) A National plan or programme of ;action for rural 

development,together with supporting nat~onal and regional 

policies and adequat~ central-local finan¢ing arrangements. 

2) A strong o~ganisati6n at the national level to coordinate 

vertically organized,central government sectoral 

departments. 

3) Greater decentralization with effective machinery at the 

regional and local level to coordinate the 

sectoral activities of national depart~ents operating in 

the region and .regional and local departments. 

4) Participa~ion "by the rural poor in the planning and 

implementation process through local ~overnment project 

advisory committees,co-operatives and ot:her forms of group 

organition-;:;." 2~ 

Consequently, the Indian planners, who were ·eager to find out a 

cause behind the failure of the earl·ier pol icy, took 11p the cue 

and started cursing the old policies for not ensuring active 

participation of people at the grassroot level through 

decentralization of power regarding developmental decision making. 

·Thus spake the Draft Sixth Plan (1978-1983): 

"The Plan~ whose primary emphasis 'is on rural development and 
rural services, will demand a much greater level of 
org~nisation and ptiblic participation tha~ past plans." 26 

Accordingly, the Draft Sixth Plan introduced the concept of IRDP, 
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a programme that had already been introduced in; other third world 

countries since the early seventies. With the ~~emature change in 
,, 

the government, and the new Sixth Five Year Plan (1980-85) 

. replacing the previous one, the emphasis on IRDP, a concept 

populari~ed by FAO and other related UN agen~ies, was further 

intensified with all the blocks being brought ~nder its perview 

b~,.- 1980. 

And parallelly, efforts were on to operationalize the 

process of decentralized planning. Reports wer~ submitted by the 

Working Gronp on Block Level Planning (1978), The Committee on 

·Panchayati Raj Institutions (1978) and the 1Working Group on 

District Planning (1984). In short; it comes 1out that all the 

reports were unhappy with the existing state of affairs and 

sug~ested certain modifications jn the procedutes, mostly related 

to the spatial expanse of the unit of planning~ and the course of 

involvement of the Panchaybti Raj Institution~ in decentralized 
.. 

plaryning process. 

We may take stock of th~. impacts of the 

recommendations of several expert committees in the context of 

operationalizing the process of decentralizep planning. As we 

have already spelt out the case of IRDP ~ill be taken up 

separately in the context HZ. 

It 1s to be noted that along with :IRDP, a number of 

empl,oyment generation programmes such as NREP, RLEGP etc were 

introduced simultaneously. Studies have shown that they also 

failed miserably to attain the objective of enforhing social 

justice.27 

Revewing the plan documents and ieports of various 
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committe~s and working groups, Singh provide~ a unique summary 

regarding the pre-requisites and essential features of 

decentralized planning. They are 

1) Decentralized Plan~ing is considered to relate the 

developmental effort to the specific resource endowment, 

potential and need of each area. Further it has to elicit 

popular participation in plan formulation and implementation; 

2) District level planning will act as the central pivot in 

the decentralization process, providing a link between 

grass root planning and state level planning; 

3) Multiplicity of planning organisatibns at the district 

level has to be done away with; 

4) Sectoral programmes from above has also to be abandoned; 

5) The pr'ocess of decentralized planning is to be gradually 

carried to the 

relegated up to 

lower levels. However, - .L. 
l-L should not 

the village level. The block may be a 

appropriate unit for area planning; and 

be 

more 

6) The Panchayati Raj Institutions at different levels are 

' the most appropriate bodies to be m~de responsible for 

decentralized planning. 2~ 

Singh2 .,. fur-ther provides a critical assessment o·f the 

aforesaid prerequisites. We are not repeating them. It is bett.er 

we concentrate bit more on the sixtf;l prerequisite for-

decentralized planning as mentioned above. It ~s well known that 

since the early eighties, some states started the process of 

planning at the decentralized level.Most notable among them are 

West Bengal and Karnataka. Now, a successful 
i 

approach towards 

decentralized plannin~ is surely the handing;over of the decision 

48 

holdings. On the other hand that of households possessing large 

holdings enjoyed a steatfy decline.;::s~ At the state level, even the 

same trend holds good in West Bengal, often referred to as the 



making responsibilities on to the elected representatives of the 

Pancha~ati Raj Institutions. However, for such an approach to try 

implement social justice to the down-trodden poverty-stricken 

rurnl masse~ nn<i to arrive at a truly participatory democratic 

for.um at tho panchayat level we must 
i 
have proportional 

representation.of all the communities existing'at that level.Here 

is an interesting study on Karnataka. After the 1983 elections to 

the Zilla Parishads,56% of th~ ZP Adhyakshas;were found to be 

belonging to the.two dominant land-owning cast~s, although these 

two castes constituted only 28.6%of the popula~ion of the state. 

In terms of occupation, most of them were found to be large 

farmers. Out of twelve such Adhyakshas oniy. three had land-

holdi~gs below 5 acres and of them only two belonged to the non-

dominant backward caste and the rest to the scheduled caste. On 

the:other hn;nd, out ofthe five Adhyakshas having land holdings of 
' 

over 40 acres. four belonged to the two dominknt classes of the 

Vokkaligas and the Lingayats, the rest being a: Coorgi. Two more 

Adhyakshas belonging to the Vokkaliga caste had holdings 

bet~een 20 to 40 acres and the rest, one Kuru~a and the other a 

Jairl. a ~inority commrinity, had holdings betwe~n i0 a~d 20 acres. 

The study rightly questions, When th~ institutions of 

democratic de6entralization operate in a gr6ssly inequitable 

rural setting ..... _ how can planning and implementation of 

development activities for the rural poor be delinked from the 

skew:ed political structure?" 30 

Against thip backdrop of observat:ion cited in th~ 

previous section, we would like to set ourselves to provide 

answers to the following questions 

49 



1) Why there had been continual referenc~ in the course nf 

preparing Indian development policy ofi having a system 

' I 
of decentralized planning through people's partic~pation at 

the grass root level? Or,what purpose qoes the process 

r-ea 11 y serve? and; · 

2) Why did they fail to deliver any good at the grass r·oot 

level in our society? 

Before going for providing any anslNer to the above 
I 

questions, it is better to consider the structure of the Indian 
i 

economy. As per the text book terminology, India is a mixed 
I 

economy in the sense that her development ~~!icy accommodates 

both public sector and private sector enterprises. The private 

sector has been given a free hand regarding ~he production of 

consumer goods subject to certain control ~nd check by the 

government, whereas the public sector has been1 given the; monopoly 

to produce the very basic capital goods: and to provide 

I 

the necessary infrastructural facilities. And : further with the 

nat.l.onalizati.on of commercial banks and the in~surance companies, 

the:public sector also enjoys an almost complete control over the 

financial capital market. On the other hand, in the context 

of agricultural production, the p~ocess of ~arginalization is 

i 
~oving at a rapid pace. Between 1961-62 and 1982, there has been 

an increase in the percentage of ~ouseholds ~assessing the small 

holdings. On the other hand that of households possessing large 

holdings enjoyed a stea'dy decline.::s.1 At the s~ate level, even the 

' same trend holds good in West Bengal, often ~eferred to as the 

·red fort" of the Communists. The Agricultur7al Census carried 

out in 1985-86 reveals that the number of mardinal holdings (land 
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bel'ow 1.0 ha). increased by 6.6% between 1980-81 and 1985-88. On 
I 

the other hand the number of large holdings(land size of 10 ha 

and above). declined by 8.9% over the same period. 
' 

In 1980--81 

·there was hardly any land holding of size below 0.02 ha. By 1985-

86, there were noted about 24,800 such'holdings.However, one may 

argue such a symptom should not be called ',marg;inalizat.ion. · in the 

context of West Bengal as it may have resulted from a successful 

implementat~on of the land reform measures. Such an argument 

receives a ~evore jolt when we consider stud~es that observed 

the category of medium and large households 

still control a very high share of land compared to the 

prqportion of househo.lds falling in those ' size classes32 . A 

quantitative picture comes out of the Agricultural Census 

document for West Bengal carried out in 1985-88. Onli about 9.9% 

of the land h9ldings still account for 3$.6% of the total 

agricultural land under use in the ·state, wh~reas on the other 

harid ·90.1% of the land holdings, belonging to the small and 

ma~ginal farmers constitute 64.4% of the total operated area. 

With the ushering in of the process of marginalization ·, the 
l 

agricultural sector has in general come in fo~ a crisis in terms 

of its importance vis-a-vis the national pi~duction structure. 

Whereas· in 1960-61, the agricultural sector dould provide 51% of 

thci NDP, by 1986-87 its share came down to $3.3% . This is the 

result presumably of two major governmentaV· policies. ,, Studies 

ha~e shown · that agricultural growth in lndia 1s very much 

dependent on the growth of yield. And such ~growth of yield is 

directly related to the use of modern techncilogies involving HYV, 

controlled irrigation, chemical fertilizer~. pesticides among 
. '! 

51 



or in other words, to the sustenanc~ of the green 

revolution. 33 Interestingly, it has been already observed 

that ', the so-called green revolution did b~nefit only the 

landl:ords and rich peasantry34 , since it w~rk only they who 

could take the risk 
; .. 

inves~ments that the 

introduction of modern technology dema~ds. Thus ~he st~ady going 

marginalization process is of fer ing the oppor t
1

uni ties of growth 

in agricultural process to a gradually decl;ining number of 

agri~ulturists. The situation path~tic fur-ther as a 

i 

result of the poli~y of the government in te~ms of keeping the 

the agricultural, products ~ow vii~a-vis t~at of the 

industrial products. Since NDP is always measu~~d in value terms, 
• I ' . 

I 

the ~omparatively high price of the industrial 
' 

products also 

tends to inflate the share of industry in the NDP in relation to 

·that ~of agrictilture~ 

So it is clear that the surplus thatlis generated out 

tif the ag~icultural sector is controlled only b~ a few handful of 

peas~8t proprietors. Shetty quoted an Punjab State 

Planning .Board joint.study to point out that because of their 

inadequate incomes, about one-third of the mar'binal farmers and 

cine-fourth of the small farmers in Punjab -- the base of green 

revolutio~-- are living below the poverty line.~~ 

What happens to the surplus? Previously, the surplus 

generated in the rural ~reas controlled by 

main~y used up in luxury as there were no 

the ;feudal lords 
I 
I 

such machinery at 

were 

the 

hands of the industria!' capitalists to channelize the surplus to 

be invested in their enterprises . Prior to nationalization, the 

commJrcial banks hardly had any rural nPtwork. ~owever, with the 
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nationalization of banks, interestingly in 1~69 when the green 

revolution was just making its presence felt,the Indian 

capitalists found it easy to channelize ~h~ surplus from the 

I 

rural areas to the urban production centre~. And that is the 
I 

indication of the begLnn~ng of a direct collusion between the 

landed elite and the bourgeoisie. Such a proposition gets a 

support, although not fullproof, when we obs~rve that from 8321 
! 

at the end of 1969,the number of commercial bank branches 

increased 
' 

to 54163 by the end of Septe~ber ~9873~ and most of 

them were situated in the rural areas. To, be a bit more 

specific, the share of rural branches increased from 22.17% 1n 

June 1969 to 55.83% by June 19.87. This is further evident from t_he 

RBI data that· in June· 1978, almost nine years after 
I 

na~ionalization 
) ' 

of the first batch of · com~ercial banks, the 
I 

c: r~d it -de.pos it ratio for the rural India was: 52.5% compared to 

79.9% for the urban metropolitan cities. How~ver, with the IRDP 

being introduced at a rapid rate since 1979 the gap seems to b'e 

narrowing down. 37 

I 

In .this context it,is important tha~ we divert a little 

to understand the political economy of natiFnalization of the 

banking.industry. Su~h an un~erstanding will help us to concieve 

of the problems of poverty, rurul development and decentralized 

planning ~n a some what better light. 

India with effect from Januar~ 3~1977, by the 
i 

Constitution (forty second) Amendment Act 19~6, came to be known 

as a "Sovereign Socialist Secular Democ:ra;tic Republic:". The 

addition of the words 'Silcialist" and 'secular· to the existing 

ideii of "Sovereign Democratic Republic", which was accepted ever 
;· 

5 -, 
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sin~e the introduction of the Constitution of independent India, 

did not indicate any drastic change in the ~tate policy. That 

India wants to achieve a socialistic patterri of the society was 

asserted way back {n 1954 •. 

Having realized that the avowed goal of India ·was to 

acheive socialism and by the mid-seventies the goal had been 

achieved, constitutionaLly speaking, the impr·ess.i.on about such an 

achievement needs ·to b~· formalized. What are the symptoms of the 

typical Indian socialsim ? Judging the sl?veral governmental 
I 

po1i~ies the symptoms come dut to be : 

a) To put a considerable emphasis on the importance of 

public sector investments in the Plan-documents and the 

Industrial. Policies; 

b) To go to~ the nationalization of almost all the leading 

scheduled commercial ba·nks as well as the insur-ance 

companies; and 

c) Tb create.a situation of providing equal opportunities 

to 
• . • t: 

all her citizens through taxation, labour legislations 

etc and the recent e~periments pf poverty alleviation 

programmes. 

One may argue that the decision on the part of Indian 

stat~-power to go for centralized centralized planning is itself 

an indication of India's going socialist. For them Seymour 

Harr:-is asserted, "Planning has no place unde~ P-Ure capitalism, 
I 

for' it· does not allow much room for the cap{tal~st trinity 

r sovereigty of the co_nsumer, the tyranny of the price system and 
t 

the quest for profits''. 38 lf that argument are to be accepted 

simultaneously we have to face the next questfon : Is it then so 



that the present declaration of the policy.· of decentralized 

planning is an indication of a movement towards pure 

6apitalism"? Such 1
- , .• 
.;:, so asked because of the fact that by 

'planning' Harris wanted to mean centralized planning alone. 

llowever. in the coutext of. the preseut di~H:us::;ion we do 

not accept the ~uestion as it is and also the logic behind 

raising such a quary seems questionable. HOwev'er, in course of our 

analysis, attempt will be made to answer lthe question, from 

a different view-point. It should be clarified at the very outset 

that we do not accBpt such ~ s:implisti~ formulation of ideas in a 

world so complex in understanding. 

Let us start with considering the first symptom of 

socialism in the Indian context. Such symptoms relate to the 
: 

emP,tmsis given to public sector enterprises throughout the 
I 

planning period in the country. Scholars: argue "India has 

followed the path of democratic centralism as an instrument for 

developing more on the patterm of socialist d~velopment. Concept 

of mixed economy has been followed in which'public and private 

sedtors play complementary roles but thej public sector is 

ass,igned a leading J;"Ole .. 39. Table: 3.1 provided in the appendix 
' 

to the·chapter shows the outlay and investmebt during the five 

year plans. 

The interesting observation that e~erges from Table:3.1 

is that although upto the Fourth Plan, publ~c sector investment 
I ' 
I I ! 

ir1qreased both absolutely and relatively vis~a-vis private sector 

investment has been following a decl:i!ning trend. And 

interestingly enough, it is during the period of the Fifth Plan • 
·! 

that India was Constitutionally declared a socialist 
~ 

country 



through th~ 42nd Amendment ~o th~ Constitutiori. 

How then to explain this apparent ,paradox ? We have to 

trace the history of planning through the pre independent period. 

In 1944 eight industrialists I of India led by 

Puroshottamdas Thakurdas and J.R.D. Tata !prepared "A Plan of 

Econom£c Development for India'', popularly kndwn as the Bombay Plan. 

And quite ~nterestingly, the Plan pointed out clearly that "the 

precise form in which the capital may be raised will depend 
. I 

a~ong other things~ on the role to be assign~d to the state in the 

fufure economy of the country .. ,. " 40 That ~he 'Plan earnestly 

argued in favour of State control over economic activities gets 

clear in the following lines from the Plan do~uments. 

" During this period, in order to pr;event the inequitable 
I 

di~tribution of burden between different cla~sei which this method 
I 
I 

of 'financing [ by deficit financing , i.e. _by manufacturing money to 

cr~ate wealth] will involve, practically ev~~y aspect of economic 

lif;e will have to be so rigourously controlled by government that 

ind:iv:lsual liberty and freedom of enterprise will suffer a tempora~y 

.ec l.i pse U4.1. 

Regarding the planning for indust~ial development, the 

Bombay Plan distinguished between two principal categ'or ies of 

industries a)bas~c industries and b) consumption goods 

industries. To quote from the plan document~, 

"Basic industries, which could get priority over the 
other type bf industries in the earlier ~ears, would include 
amoun others the following principal gfo~ps : 
Power : Electricity . 
Mining and metallurgy :iron and steel, aiuminium, manganese 
etc · 
Engineering : machinery of all .kinds, mathine tools etc 
Chemicals : heavy chemicals, fertilizers, dyes, plastics, 
pharamaceuticals etc. 
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I 
' ~. 

Armaments : 
.Transport railway engines and wagons. 

aircrafts shipbuilding,auto~obiles, 
etc. 
Cement 

These industries are 
superstructure envisaged 
erected . "42 

Quite obviously, 

l 

the basis on ~hich 
1n the plan ! will 

the economic 
have to be 

the first gqvernment of the 

independent India caul~ smell the intentions of the preo-Cong~ess 

fo~mulators of the Bombay Plan and the Industrial Policy 

Resolution of April, 1948, as well as the First Five Year Plan 

document clearly revealed the emphasis of ihe state control on 

those basic industries, excepting of course, the eomon t 

industries.The Second Five Year Plan document clearly pointed out 

th~t · all industries of basic and strategic importance~ or 1n 

the: nature of public utility services, should be in the public 

sector.· Other industries ·which are essential and require 

investment ·on a scale which only the states in the present 

circumstances, could provide, have ~lso to 1be in the public 

sector."43 The same argument .was echoed in the Industrial Policy 

Resolution of 1956. 'However, interestingly, the whole policy 

thr~~t started moving in the opposite direct~on since the Fifth 

Five Year Plan. The Draft Fifth Five Year Plan document (vol.:l) 

noted that the 'repurcussions of the shortfalls during the Fourth 

Plan on the performance of public sector ent~rprises~ the major 

invest6rs in core industries ~uch as steel, I fertilizers, non
\ 

ferrous metals, heavy engineering , has had aH an adverse impact 
' . ' 

not· only on industrial production but also :on allied service. 

industries such as power and railways, on agriculture, on thr 
.. 

creation of internal financial resources and!on the balance of 
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payments." 44 To come out of the impasse, "appr~ximately Rs. "Q.li7H7l 
I 

crores (were} expected to the private sector ~nvestment in key 

and essnti~l industries in the Fifth Plan peribd" 

The question that. emerges automatic~lly is what are 

the reasons behind such a volte face in the State Policy towards 

private sector industries, that e~erges when one intends to read 

between the lines ? 

' The answer to the question above can' be given properly 

onl,y when we consider· t.he second symptom of In,dian socialism that 

' I 

indicates the nationalization of the banking sector in 1969. With 
. I 

the solid network bf bank branches even extending to the distant 

corner-s of the rural India since nationaliz~tion~ the bankinu 

sec.tor started plating an important role in channelizing 
I 

the 

I 
su~plas generated in the rural and semi-urban iareas to the 

! 
urban 

are'as. Table:3.2 provides a clear understand~n~ of the trend of 
'! 

the' expansion of the banking sector ! ever since its 

nationalization. 

The table shJws the emphasis given on expansion· of 

bank-branches in the rural areas. Whereas in ,1969-70 the number 

of ru~al bra~ches w~s only 183~, it increased 1 more than 16 times 

.to 30781 by 1987-88. On the other hand the number of total bank 

branches increased only about 6.6 times or so over the same 

period 

reasons 

banking 

we look 

from 8262 to 55015. Well, this was one of 

behind nation~lization, with the ide~ being 
I 

i . 
facilities even to the diatant rural!areas. 

' . 

the avowed 

to extaend 

However, if 

into the credit facilities provided:by the commercial 

banks we get a completely differer1t picture~ ~oth Table:III & IV 

help concieve the situation. Although fig0res could not be 
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obtained on comparative basis, Table:3.3 shows the concentration 

of cradits in a few ~etropolitan and urban iareas even three 

years after national·ization, i.e., in 1972. ]n December 1972 
I 

14 

cities ot India accou~ted for 50.5% of the ~otal deposits but 

enjoyed 65.9% of the credit facilities provided· by the commercial 

banks. 

The table clearly shows that out of the four metros 

ex~epting D~lhi, all the rest enjoyed a higher percentage of 

ad~ances than that of deposits. They together accounted for 32 % 

of 'the aggregate deposits but grabbed 45% of ·the available credit 

sanctioned by the Indian banking sector. 

However, the above argument does nq,t suffice to prove 

the claim that the· ba11king sector wa~o, nation~lized to ser-ve the 

rur.al 

interest by channelizing the su~plus generated 
! 

in 

India to the metropolitan and urban industrial centres. 

Two weaknesses can be cited regarding the above evidences. 

Fii'stly ,it LiuL·~· 11ot have the comparative flavnur- as ~e get. in .:. 

time series. Secondly, 1'"/72 situation can be easily disregarded 

to potray the expected results of nationaliz.tion, since it may 

not: be expected that such effects would be 'fei t within three 

yea:s of taking such action. 

However, we can present stakistical evidences for the 

later years, and that also in the form of time series to 

sup~ort in a st~ong~r way the p~oposi~ion that is intended to be 
i 

ascertained. 
' . Tabfe :3.4 gives the credit - deposit ratios 

sep~rately for the rural 
I , 

semi-urban "andi urban/metropolitan 

areas. 

The table clearly r-eveals that ir~spite of so many 
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hon¢-st (~)"attempts, t.he rurill sector of the Inpian economy still 

• I 
enjoys a lower credit-d~posit ratio than its ; metropolitan/urban 

< I 

I 

cour1 terpar- t. The s.i. tua tion of' the semi -ur·bah area is worsP 

further. Of cour·se, there is a trend towards t'he narrowing down 
I 

of !the disparities, tor reasons which will be iclarified in the 

cou~se of the argument that follows. Thus it ~~ts portraye~ that 

the industrial interest in the metropolitan/ur,ban centre of the 

I coUiltry gained the most even after the natio~alization of the 

I 
commercial banks. To prove the point further Let us concentrate 

I 

I 
on "liabhn 3. 5 

The clearly pro trays ever since. 
I ' . . 

na tiional ization; the commercial banking sector~ issued larger and 
I 

lan}er amounts of cre'di t to the commerci.al sector than ·~to the 

I 

governmentv To add further to it we find in table VI that 

folliows, that from the eighties onwards the investment by the 

natior1al ized banking sector in the securities of the non-

gov~rnment enterprises is quite significant having reached the 

lev~l of 15987 crores of rupees in 1987-88 !tram rupees 3181 
l 
i 

cror~s in 1979-8~. 
I 

Table:3.6 ma~ in one way account for the declining 

trend 
! 

in the net bank credit to commercial sector as percentage 

of t~at to th~ ~o~ern~ent since the early eigh~ies as we found in 

Tabl~-v. With more and more investments by the commercial banks 
I 

in the non-gove~nment securities, the demand ~or credit on the 
I 

partiof the commercial sector might have slack~ned. 

accebt 
I 
I 

Thus we believe that now. there are grounds enough to 

the argument •that _the nationalization. of the commercial 

bank~ helped considerab~y serve the private sector industrial· 
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. ' 

interest at the expense of the rural sector of the Indian 

economy. 

The whole argument posed above was ~o find a clue to 

the,volte- fac~ on the part of our planners to go for opening up 

some key and essential industries to the :investment· by the 

privut.o socl.or. 1\nd wo aro now n bit convinced rogurding tbn 

re~sons behind such decision. Firstly, through the p 1 ann lnl~ 

process spanning about a quarter of a century, i the public sector 

ent~rpri~es were in a position to provide the necessary infra

str~ctural facilities as well as raw materials to the private 

sector arid ·intention expressed unhidingly :eyan in the Bombay· 

Plan_ Secondly, the nationalization of the t?anking sect.r could 

provide a sufficient sour~e of capital to the 
'' 

private sector 
i 

industralists mainly concerntrated along the; metropolitan/urban 
! 
I 

areas. As we have noted earlier in the Second Five Year Plan 

document that those essential industries req~iring a big amount 
I 

of: capital investment wHich the private sec~or was not able to 

provide were to be established in the publi:c sector .. , Now the 
' ' 

private aector interest ~ith the banks rea~y to provide funds 
I 

eith~r through credit or through investment~ in the later years 

attained a position to think of even bigger investments. 

In a way it is thus clear that th~ fi~st two symptoms 

of Indian soei~1lism have been ,_very much directed to serve the 

industrial interest. And regarding the third symptom, without 

an:y hesitation iit can be argued that as a cohcept it is very much 

pr:evalant even 
I 

' 
in the countrjes which hat~ to call themselves 

! 

Socialists, like say, America. 

In order then to find out as to ~hether the afroesaid 
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symptoms of Indian socialism are compatable with the doctrine of 

·socialism· we have to start with the definitional aspect. The 

concept has been nurtur-ed by various ~chool of thought. 

P~ooudhon, Fourier, St. · Simon or Robert, Owen defined and 

explained ·socialism in their own ways which Marx arid Engels, 

while putting down their own ideas· of scientific socialism, 

Cc?lled · ·to be utopian. However, there is certainly one common 

p~int in such arguments in the name of abolition of private 

property. 46 Marx and Engels were a bit too!rude (?.) to even to 
I 

do away with the prof~t motive of product~onL Thus if we take 

socilaism to mean a social system where there is put an end to 

the exploitation of one individual by anothe~ and the interests 

n~ the sor: .il:-ty a whnl1'? are 

individual -- or of any ~egment of 

placed I above those of the 

i 
the soci~ty, in case there is 

I 

a conflict between the two,then it appear that the differences 

among the various school of thought arose in the context of 
i 

the 

implementation of the concept. Some viewed ;the abolition of the 

instituion of marriage as the way out, wher~as some other found 

th
1

~ answer in raising a class.:...- struggle. 

What is then the character of 
i 

Indian socialism in the 

light of the above definition and their various ways of 

implementation ? It is partinent to quote J~waharlal Nehru, the 

g~ru of Indian socialism in this context. :In his presidential 
I 

ar:ldn~ss t.o UK· Ind i cHl Na tiona 1 Congn:?SS in d736' Nehru rh~c I ar t:~d, 
I 

"Socialism 
I favour'· it 
a'nd heart. 
doctrine, i·t 
me . ""'7 

\ 
I 

is fur- me not mt?r·ely an economic d.octr·ine which 
is a vital creed·which I h~ld wit~ all my head 
It something even mo(e than an economic 

is a philosophy of life and as such it appeal~ 

n l though hrc! was dpep l y impn?ss~:>d by what h•:> s-aw in the Snviet 
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Union on his first visit in 1927s his concept of planning, it is 

argued, was totally different from· that of Ma~xist planning. 
\ 

To 

him, "what is happening today behind the Five Yiear Plan and other 
I 

ecor)omic programmes in India is the chande over from the 

traditional society into a modern society" and.!" while the state 

should control strategic points in economic sc~ne such as banking 

and insurance by and large a controlled and mixed economy with 

certain amount of regulation of the private sector would be 

eno~gh to bring about Lhe desired transformation." 4 e·However,thi'lt. 
' 

he ;was also confused with his own ideas gets, clarified if we 

consider th~ assertion that the long term obj~ctive of planning 
i 

and economic policy was to achieve a "social is tic pattern of 

soc[ety in which the basic criterion for determining the lines of 

adv~nce would not be private profit but soci~l 
I 

gain, 

i 
patitern of d£-:>velopment would be so planned t,h1at it would 

and the 

resLll t 

not only in a rise in n~tional income but also in closer equality 

in ·incomes and wealth. " 49 Thus his choice for- both private sector 

enterpri~es and efforts for social gain at th~ e~pense of private 
I 

prdfit stands contradictory. 

And we have seen earl:i.er that the ec:;onomic policies and 

pl~nning measures taken up in the name of socialism in India did 

place the interests of a few individuals well above those of the 

society. Several studies of which we have mentioned earlier,have 

shown the increasing trend in the disparity in income 

d"~t -b t" :t ·-t . ,- ~ u 1 on , 
! 

which ·ev£-::?n seem to have crossed the tolerable limit 

I 

resulting in dicontents among the masses in several places 

throughout the historyoo.f Indian planning, particularly since the 

late sixties. The inc rea sing pauperisation of· the larger sect i_on 
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of! the society has concerned those few fftVOUred handful of 

i 

industrailists as well, fearing shrinkages in' the demand of their 
I 
I 

en~erprises which are mainly of the consumpti~e nature. 

i 
suth a catastrophe it is necessary·to provide purchasing 

I 

in: the hands n f thp pauper-.i zed niasses' as it ~as don£:" in 

du·r i ng the per i.od o·f New Dea I a f ler the great: depression 

To avoid 

powers 

AmE'r· i ca 

through 

go'vernmental reliefs way back ~n the thirties. The Indian version 

ot;· New Deal· 
.~ 

comes in the form of IRDP on a short term basis and 
' i 

tt~~ 'proposal for De-centralized Planning with a long term view. 
I 

Thus it may be argued that. th.e:re is an apparent 

i~compatibility between the ~resent economic policy favouring lhe 

p~ivate industrial interest and the constitutional 'socialism· if 

I 

WL~ are to ·accept the IJasic in b:?r·preta lion of ·socialism mt.::i.ln iny 

the ~reatest happiness of the greatest n~mber. 
I 

However! the 

iricompatibility can be done away with if we accept the so called 

I.n'dian version of socialism coined by Nehru which was meant not 

tq attain such a goal in practice, rather to'have a "change over 

f~om the traditional society into a modern society". The 

' 

t~aditional society with almost ne~ligible I • • industrial capacity 
I 

p~ior to independence was to be replaced by a modern society that 
i 
I 

fire medium range missiles to show its power to 

entire world even when millions of its peopl~ are starving. 

I requres 
! 

However, for capitalism to-prosper it is not only 

avalaLJility c)f finance that is necessary. 

the infrastructura~ sup~ort as well as 
I 

' 
the 

It 

basic 

the 

the 

also 

raw 
I 

materials, lik~ coal, iron and steel etc. Thanks to the concept 

of achieving 'socialstic p~ttern of spciety·, which even 

! 
ultimately culminated into an achievement of! "socialism· through 
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constitutional amendme-nt in the seventies, such facilities were 

pr~vided by the public sector involving huge:capital investment 

and even subsidies in prices. 

It 1s interesting to note in this context that the 

Bo~bay Plan Document of 1944 prepared by among others, Mes~rs JRD 

'1'1.1La, GD Birla, Lalu ~)riram, Ka~~tu.J:bhai Lalbhai, pointed 

out clearly that "the precise form in which the capital may be 

ra1sed ..... will depend amoni other t~ings, :on the role to be 

as~igned to the state in the future economy of the country 
' 

Tbd Plan earnestly argued in favour of State control and State 

ownership.5el 
. . 

But a capitalist sector is uot happy with the growth in 

production only. They have to earn surplus, a~d as a result, they 

hav;e to see that their products get sold. So; they have to assure 

the' ~e~eration of effective demand for their ~roducts also. The 

question is. where is that effective demand to be generated from? 

India 1s a country ~here almost 80% of the population 

are residing in the rural areas. Thus if there is to be really a 

gro};tth in 'the effective demand, that must come from 'the rural 
i 

areas. However,still today,lndian capitalism is mainly producing. 
I 

for the rest 20% of the popul~tion as is evi~enced by the present 

boom in electronic consumer goods production.51 And such a 
i 

decision seems to be quite rational on the part of the industrial 

capitalists, considering that the sector that is gradually 

increasing its share 1n NPD at a rate higher than that of the 

industrial secLor,is the service sector. The consumer goods 

indhstry is just channelizing the. flow of funds in the service 

sector to their coffers_ The problem is, to d~ally have a steady 
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growth in effective demand from the rural population; the rural 

population will 
I have to be provided with some purchasing power. 

One way out ~s to control inflation. But 1 that will have a 

negative impact on the gene~ation.of surplus. So some other 

alternative is to be devised. And the easy way out has been 

found out in us1ng public funds to increase the purchasing 

power of the upper stratum of the rural population. Such an 

alternative will solve a number of Fir-stly, the 

pattern of the demand generated out of them will more or less 

be similar to that of the existing richer section which implies 

that industrial sector will hardly have to change its existing 

patte~n pf production. Secondly, as Rao ha~ observed, the neo-

rich will act as a cushion between the haves and the hav~ nots to 

re:s.ist cumplete polarisation!:>2 • Thi.q:J 1 y, increasing I: he 
I 

' 
perception of the rural people about their·· rights will help 

destroy, atleast to some extent, the feudai symptoms of usury , 

bonded 

treated 

India~ 

Jand in 

labour, which unaer a capitalistic i regime are 

! 
as.unproductive activities from the economic 

l 

always 

point of 

And how to attain that objective ~ For a country like 

largely characterized by inegalitarian ·distribution of 

the rural· areas, the best way out: is to set up local 

bodies and provide public funds to them to decide for their own 

de,vel opmen t·. 

be' controlled 

By the law of power, 
I 

by the exi~ting upper 

the loca~ bodies will ma.inly 

i 
class anp some extent the neo 

ri!:h. and with law helping thelTJ to become dec:ision--making agents, 

t11ey wiil alway~-> str·ive for· their· own benefits. Simultaneously, 

in the process they will add to their own p~~chasing powers. 
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Thus ·we observe,. ever since our independence, the 

importance laid on the concept of decentralised planning. 

·Interestingly, from the very concept. of Community Development 

Pr 1

1
ogramme to the present IRDP, the schemes have been framed out 

of the capitalistic thought process. Community Development 

Programme being the brain child of an American Mr. Albert Mayer, 

the concept of IRDP has been put forwa-rd by FAO 'I'he 

intermediate schemes of SFDA, CSRE were also' framed by experts 

frbm World Bank or UN. 

The reason that we have put forward behind the laying 

of· emphasis on rural developlflent through part;icipntory d~rnooru.oy 

gets confirmed when we considar·the followin~ passage from the. 

Draft Sixth Five Year Plan (1978 83 ).: "The pattern of 

industrial development that has emerged obvioualy reflect~ th~ 

structure of effective d~mand, which is determined by th~ 

distribution of incomes. An undluy large share of resources is 

thus absorbed ·in production which ralateij directly or indirectly 

to maintaining or improving the living stan~ards of the higher 

income groups. . . . . . . 'l'his means that the fu.rther expansion of 

industry is 1 imi ted by the narrowness of ~the market. As a 

result, further import substi.tution of consum:ter goods or capital 

~oods abannot at current level of demand, afford any greeat 

impetus for .continued industrial growthfi3 

Table:3.7. clearly relates the retiewal of demand for 
I 

pr6viding decision making power at the gras~-root l~vel to the 

lo~erins of the industrial growth rate. 

We have seen in the previous section that although 

deJolution of power to the grass root level ~as mentioned ever 
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si n:ce the First Plan document, the concern t.n irrip 1 emen t thnt 

s ta;1~ t.ed on 1 y in the sisties. In the Fqurth Plan several 

deVelopment schemes for the rural poor were arlnounced in the wake 

I 
of !a "2.6% growth durin_g the plan holidays. Mrs. Gandhi came out 

wi~h t.he slogan of 'Garibi•Ha.tao· ke.eping the still poor 4 I. 

growth during the Fourth Plan in.the backgrourid. The Draft.Sixth 

Pldn was prepared hi~hlighting IRDP and othef projects when the 

annual growth rate of the previous year 1977- 78 again fell to 

a ! 1 ow 3. 9 ./.. . Implementation of IRDP was extended alJ·over 

country in 1980 only when in 1979 - 80 there was registered a 

negative growth in industrial production ( i - 1. 78 I. ) The 

' 
co~cept of decentralized planniog got properly introduced in West 

Bengal .and 
I 

Karnataka in 1985 keeping in min~ the low rate of 

industrial growth in fhe' previous years. And.again-Mrs. Gandhi· 

at· the centre was showing interest.in devolution of planning 

power ~hen industrial growth slumped from 9.1 I. in 1986 - 87 to 

7.1 I. in 1987 - 88. 

Such is nat the situation only in a~r country. This J.s 

a iC.Omman feature relating to almost al~ the third 

countries. As a conse~uence, it is not only the governments at 

the national level but also the world bodies of UN,World Bank, 

FAD, and others are pescribi11g the way out in the form of 

devolution of power.'"'"' 

tn to why 
I 

intention of enforcing social justice at t*e grass-root level 

I 

failed is quite implicit in the answer provided far the first 

qw~stian. Still to make it explicit , it may be said that since 

th~ structure of all the third world economics includirig that of 

6f3 



India is built up t6 cater to the accumulation of surplus for th~ 

interest of "World Capitali?m" 00 
' whateverj measure is taken by 

i 
~he govern~e~t~ will aim at serving the int~rest of the owners of 

~apital. EnfnrcPml:'nt: of social justice is never the objective to 

be attained in actuality under the present system ,no matter to 

what extent tha~ is ~pelt out in the governmental policy. 

Thus to summerise, we have observed that the concept of 

grass..:..root planning is not at all new in the Indian development 

policy. Several times.the proposal came tofthe limelight only to 

be shadowed down in the course of time. T~e reasom behind the 

recurring emergence of the concept lies in'serving the interest 

of national capital in particular and the world capital in 

general. ~6 Moreover, under the present structure 7 such concepts 

~.i 11 be never i~plemented r~ally ~ith an ~ye to do away with 
. i 

social injustice.~7 
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APPENDIX TO CHAPTER 3 

Table - 3.1** 
-----------' ' 

·i 
I 

Outlay and Investment During the Five :Year Plans. 
CRupees in crores) 

I 
---------------------------------------------~-------------------

First' Second i Third 

Plan Plan Plan 

(1951-56) (1956-61) (1961-66) 

... -· ··-; ··~. ·- ..... ·-· ------ ··- - ---- - -· ··--~------ -- ------- ----o-------------_.,.---------- ·-· -~ -· ---

1~ Public Sector 

Outlay 196~ 4672' 8577 

2. Public Sector' 

I.nvestment 1560 3731 6300 

3. Private Sector 

Invcstmont 1800 31~0 41~0 

Total Investment 

< 2 + 3 ) 3360 6831 10400 

Investment~ Percentage Distribution. 

1. Public Sector 46.4 : 60.6 

2. Private Sector 53.6 39.4 

3. Total 100.0 100.0 100.0 

---~---~--------r--------------------------~---------------------
1 
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Table- 3.1 (contd.) 

Outlay an~ Investment During the Five Year Plans • 
.. (Rupees in crores) 

Annual Fourth Fifth 

Plans Plan Plan 

(1966-69) (]q69-74) (1974-79)* 

------------------ -------------------------------------~--------

1. Public Sector 

Outlay 6625 15779, 39426 

2. Public Sector 

Investment N.A~ 13655! 3671ZJ3 

3. Private Sector 

Investment N.A. 898CZJ' 27048 
,. 
I 

Total Investment 

( 2 + 3 f N.A. 22635: 63751 

.'! 
Investment: Perce.r. tage Distribi.Jtion. 

1. Public Sector N~A. 6121.3 57.6 

2. Private Sector N.A. 39. 7; 42.4 

3. Total 1CllflJ.Cll 1 flH7.1. !2l l!l.ICll.fll 

---------------~----------------------------~--------------------
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Table- 3.1 (contd.) 

Outlay and Investmen.t· During the Five Year Plans. 
!(Rupee~ in crores) 

------------------------~-------------------~------------------------

Annual Sixt~ Seventh 

Plans Plan Plan 

(1979-80) (1980-85) ( 1985 ·-9QJo.) 

. . . 
------~--------------------~---------------------~-------------------

i 

l.i Public Sector 

Outlay 12i77 9750e.l 

2. · Public Sector 

Investment N.A. 84000 

3. Private Sector 

: Investment. .N.A. 74710 
i 

To:tal Invest·ment 

( 2 + 3 ) N.A. 15871eJ 

Investment: Percentage Distribution. 

l.~Public Sector 

2. Private Sector 

3. Total 

N.A. 

100.0 

52.9 

47.1 

100.0 

* : For the perl.od originally envisaged: in the Plan 

(a): As originally envisaged 

N.A.: Not Available 

** : Quoted from Jain (1986) P:90 

180e.l00 

15e.l000 

170000. 

320000 

46.9 

53.1 

100.0 



Table :3.2 

Distribution of Commercial Bank Branches According to Population 

Groups* 

Yea'r Total Bank Metropoli tim Urban Semi-Urban Rural 

Branches 

----------~----------------------------------~-~-----------------

1969-70 8262 1661 1447 3322 1832 

1970-71 11540 1894 1704 3945 3997 

197;1-72 12013. 1904 1777 4017 4279 

1972·~-73 ~.3622 2100 2323 4385 4814 

1973--7 .{~ 15362 2505 2573 4723 55tH 

1974-15 18936 2'783 2899 5089 6165· 

1975-76 18730 3088 3266 5570 6806 

197.6-7:7 . 21220 3407 3739 6387 

197:7-78 27364 4019 4888 7527 11.330 
I 

1978·-'79 29757 4228 4604 '7801 12984 

1979-80 ·31889 . 4372 4825 7993 14899 

1980·-81 34982 4486 5087 8388 17046 

1981-82 48614 4631 5322 8721 19940 

1982-83 41317 4751 5539· 8981 22046 

1983-·84 44583 4912 5696 9205 24770 

1984:....85 50980 5234 6209 I 9700 29837 

1985-86 53123 5774 7153 10552 29664 

1986-87 53565 5813 7220 10612 29920 

1987-88 5512115 5821 7278 11135 3121781 

----·-------------------------------------------------------------

* compiled from relevant issl:)es of Report on Trend and 
.!: 

Progress of Banking in India published by the Reserve 

Bank of India. 
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Table : 3.3 

.Disrtibution of deposit and advances by Commercial Banks in 

14 Metros and Urban areas • 

(as on the last Friday of December,1972) 

--~----~------------~-~----------------------------------~--------

Metropolitan cities I 

lJr.ban areas . 

Bombay 

Calcutta 

Delhi 

Madras 

Bang a lore 

Ahmedabad 

Hyderbad 

Dhanbad 

Chandigarh 

Po on a 

Cr1 i. mha tor·e 

• Kanpur 

L1.icknow 

Baroda 

' 

'l. Pf AgQregrate 

Deposits 

18.2 

11Z1.8 

8 .ll-

3.0 

1s8 

1.8 

1.3 

1.2 

* * 
1.1 

* * 
1.0 

1.0 

lll.9 

'Y. of Total 

Advances 

24.4 

14.7 

6.7 

5 .. 9 

3 .. 5 

3.0 

1.7 

* * 
1.3 

1.2 

J..lll 

0.9 

0.8 

0.8 

------------------------------------------------------------------
Tptal · 50.5 65.9 

-~-----------~----------------------------~L ____________________ _ 
* * Negligible 

* quoted from Tyagarajan & Ramachandran (1972) 

P:115 
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Table : 3.4 · j 

Cr:edit - Deposit Ratios i~-R~;~;:~-S~~i-Urban land Metropolitan/ 
I 

Urban India.* 

. I 
---------------------------------------------~~------------------

Year Rural ·Semi-Urban 
'\ 

Metropolitan/ 
l 

ur~an 

- -~ --:- --------~--------- -~ -----=--------------------- ,_ .J,---- --· p-~ -·---- -~- -- ----

i 

Jun',e 1972 41.4 4~.9 80.~ 71.1 

,Jun~ 1978 52.5 47.4 79.~ 69.9 
I 

June 1979 54.4 47.2 79.4 69.5 
I 

' 

Dec;, ' 1980 57.2 48.9 75.2 66.9 
I I 

i .i 
June 1981 57.7 49.1 74.~ 66.6 

June 1982 ·58~7 50.0 1s.i 67.0 
,. 

June 1983 59.9 50.8 76:5 68.1 
: 

77.0 June 1984 62.5 50.9 69.3 

June 1985 65.6 52.8 74.ti) 68.7 
' l : 

Dec. 1986 65.3 51.3 66.~ ., 
63.0 

1 

I • 1 ---------------------------------------------r-------------------
.1 

I 
'l 

* compiled from relevant issues of Report on Trend 
! 

and Progress of Banking in In~ia. 
! 
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Table : 3.5 

Distribution of Bank Credit between Govt. & the Commercial Sector* 
i ----' --C--'-----------------------------·-----------1--------·----------

Year Net Bank 

Credit to 

Government 

(Rs.in Crores) 

Net Bank 

Credit to 

Commercial 

Sector ! 
' 

(Rs. in Crore$) 

Net Bank 

Credit to 

Commercial 

Sector as. 

percentage of 

that to Govt.. 

-----------------------~----------------------~------------------

. 1960--61 2488 151ZJ3 6fliR41 

'1965_:66 
( 

3809 2655 . 1 69~71Zi 
I 

1969-7flJ 4725 4786 101.29 

1971ll-71 5264 6455 122.63 

1971·...,.72 6417 6523 101.65 

1972-73 7741 7640 98.70 
' 

1973~·74. 8697 9383 107 ,, 89 

1974-75 9102 10014 110D02 

1975-76 1121491 11242 107.16 

1976--77 111ll2Cll 18493 167~81 

197~-78 13470 21222 157.55 

1978-79 15391 25347 164.99· 
I 

197~-80 19215 30649 159.51 
l 

1980-81 24731 32626 1.46. 52 

19Bi-82 
~ 

31ZJ91i 43048 139.26 
I 
I 

1982-83 34748 51162 147.24 
I 
I 

1983--84 
! . 40505 59992 148.11 

1984,--85 48950 708fl)l 144.64 

1985,--86 58522 81852 139.87 

198~-87 71298 93146 130.64 

198~-88 8411ll9 105535 125.47 
I ! . 
I . J 

----~---------~-~--~-------------------------4-------------------

l * : compiled from relevant issues of th~ ·Indian Economy : 
~ 

Basic Statistics· published by th~e Reserve Bank of 
i 

India as supplement to R.B.I. Bulletin. 
i 

... 
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Table :3.6 

Investment Commercial Bank~ in Govt. and Non-Govt. · 

Securi t:i·es. * 

-----------------------·--------------------~------------------

Year Investment in 

Government 

Secur· it iPs 

(Rs. in,Crores) 

Investment irh 
! 
i 

Non-Governmemt 
I l 

' 
Securities 

( Rs. in Cron?s) 
' 

. : 

Investment in· 

Non-Government 

Securities. a<:", 

percentage of 

that in Govt. 

Securities;. 

--~----------------------------------------~-+-------------------! 

1979·-8121 7444 3181 

19B!lJ-81 9291 3967 43.1213 

198:.1-82 11iH57 4984 49.!ll7 

lcm2-83 12!ll78 6356 51.8!ll 

1983-84 13473 7772 57.69 

1984-85 18697 9441 50"49 

1985-86 1'7flll3 1;1523 60.6.1. 

1986-87 24847 13735 55.28 

1987-88 3121517 15987 52.39 

I 
j 

I 
\ 

compi let1 from the relevant 
!, 

issues of the 
j 

'Indian 

Economy: Basic Statistics· ' 
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Table :3.7 
---------- . I 

Annual Growth Rates of Industrial Production (Percentage)* 

--------------------------------------------------------------·-
lat. Plan ( 1951 -SB ) 7.4 

2nd. Plan ( 1956 -61 ) n.G 

3rd. Plan ( 1961 -66 ) 9.0 

Annual Plans ( 1966 -69 ) 2.6 

4th. Plan ( 1969 -70 ) 4.0 

( 1974 -75 ) 2.6 

( 1975 -76 ) 6.0 

( 1976 -77 ) 9.5 

( 1977 -78 ) 3.9 

" 1978 -79 ) 7.6 

( 1979 -8" ) - 1. 78 

( 1980 -81 ) 3.2 

( 1981 -82 ) 8 .0· 

( 1982 -83 ) 3.2 

( 1983 -84; ) 5.8 

( 1984 -85 ) 6.4 

( 1986 -87 ) 9.1 

( 1987 -88 ) 7.7 

----T------------------------------------------------------------

* : Estimates uptp 1984 - 85 based on fndex of industrial 

production with base 1970 -71. Estimates u~to 1978 - 79 quoted 

from; Bharadwaj, 1980, P,15. Estimates from 1979 - 80 to 1984 
' 85 constructed from National Account Statistics 1987. Estimates 

for 1986 - 87 and 1987 - 88 quoted from Nayak, 1988, P73. 
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