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‘PLANNING FROM BELO?! *ITH REFERENCE TO DISTRICT DE.VELODMENT
AND STATE PL3NNING : A PRELIMINARY NCTZ

Though the necd for "planning fram below', and tho
pbtentialities of dinstrict development planning from this point
of view, have been rrcognized for a long time the progr2ss modc
in this direction so far has not been vecry striking, Some
States - such as Maharashtra = have attempted more in this arse
of planning than most other States. Yet no significant achicvr..

ments have been reportcd in any of thom.

Thc casec for district development plarning is how.ver
still a strong onc. The kird of centralized plarnfing India hLo:
had so far -~ with its rcliancc mainly on selected projects for
building up the overheads of development and on certain gercral
policies and.measurcs for mobilizing and allocating resourcc. -
has had little visible impéct on vast arcas of the countrvl.
Experience upto now also suggests that implementation of land
reforms, creation of more enployment opportunities for the ruvral
under-empleyed through programmes of land deveclopment, consoli-

dation of holdings, cradication of illiteracy, development of

small and medium scale agro-industries, etc. 2ll require to a

1 "The almost entire abscnce of proper planning at the Statc
level has imposed a grave handicap on dcvclopment of Indicn
rural economy and is rcflectcd in the relatively slow ara
patchy proqgress in agriculture, rural industrv and related
fields, Problems of planning in agriculturc have been dis-
cusscd by a number of official committees and there has benn
general emphasis on the nced for rclating t.rgets and -ro=-
grammes to local circumstances., This, however, cannct be
done ad hoc or piecemeal and can only follow appropriate
organization of State and District decvelopment planning”,
D.R. Gadgil, District Development Planning,Kale Memoral
Lecture, Gokhale Institute of Politics and Economics, 1966,
p.13.
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considerable degrece such developmental effort being planned
and executed at the grass-root level. An examination of the
reasons for the unimpressive record of district develrs; ment

planning hitherto is therefore now both essential and urgant.

The late Professor Gadgil had reviewed the position
five years ago with particular reference to Maharashtra and
identified some of the limitations of district dev=lopment
planning.1

(1) "The activities of the district develomient councils
gset up from the period of the Second Five Year Plan
were entirely of an advisory nature, These councils
were composed mostly of local political leaders who
had little special knowledge cr expertise. in any
direction. The councils put together a serifies of more
or less popular demands regarding the construction of
irrigation works, roads or the setting up of edu-
cational institutions, hospitals, etc. Thesc had no
relation to a strateqgy of long-term planning or to
any definition of priorities....The situation continues
to be similar, at least in Maharashtra, evcih after
the establishment of Zillar Parishads. The preparation
af the 4th Five Year Plan by 2Zilla Parishads was under-
taken in most Adistricts on lires which did not differ
materially from the operations of the earlicr district
development councils®,

(i1) "....though the work of planning by the Z.,P.s was more
elaborate, in the sense that more attention was paid
on preparation of plans at the block level and to the
co-ordination of plan proposals by subjects, its
essential character rcomained unchanged, This was
because the district plan was not looked upon as a
realistic document which was part of a long-term de-
velopment plan framed by the Zilla Parishad ard to be
implemented by it. It was, as before, a set of pro- '
posals sent up to the State Government or more correet-
ly to the Seccretaries from vhich the Secretariat would
put togetber the plan which the 2.P. would in due
ocourse have to implement. This was emphasized by the
fact trat no realistic financial 1limit as to the size
of the plen to be prcpared by 2illa Parishads was indi.
cated to thai, In fact, thgay were encouraged to pre-
pare plans of a gize very miach larger than the most
optimistic estimate that cculd be made of allocation
of reso'irces to the district”,

—

1 ypid. District Development Playning, pp.12-15, 32-34.
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(11i) "24illa Parisads in Mahara;ntra 2re endowed by legis-
lation with specific planning powers. However, the
proper exercise of these powers has been hampered by
a number of factors, The first is finance, The fin-
ancial resources available to the Z.P.s are chiefly
in relation to theirWNspecific administrative progrenmes
or schcemes which have been transferred to them, They
have almost no 'free'resources which they could spend
on their own. It has, in fact, been alleged that the
budgetary and administrative control of the secretari-
at and the departments over the %Z.FP.s. i8 more string-
ent and harazzing than over the district administrat-
ion. Therefore, vhile Z2.P.s in Maharashtra have been
able to spend more momey in a few specific directicns
they have not been ir a position to, and have not bemn,
encouraged to apply their mind to local probleme of
long-term development planning”. o

(iv} "Though the Zilla Parishads have been given planning
officers and were asked to prepare elaborate documents
in relation to the 4th Five Year Plans, the state and
district plans were, in fact, compiled in the secre-
tariat and this work was little affected by the Z.7.
documents.... Te departmental officers - State and
regioral - have usually considerable expertilse and
have, in many cases, detailed knowledge of particular
localities. Thiscexparhbsecantimouiedaeobpacth ular
ApmiAtdes, This expertise and knowjadge are, howor.o,
not utilized for loczl development planning bheciuse of,
at least, two factors. Firstly, the standard dazpart-
mental sonemes thamselves are to a large extent derived
from above. 1.2, from the Planning Commission ané the
Central Ministries, and the state technical officers
have rarely subjected them to rigorous. scrutiny in re-
latlon. te rarticular regional conditions.....This atti-
tude is reinforced by the feeling of estrangement from
the district staff created by the establishment of 2.P.s
and the transfer of the district staff to them. As the
district staff is no longer directly controlled by the
State gepartment, the higher echelons of officers appear
to have lost interest in the work of this staff, This-
"has created a number of problems in the formvlation
and implementation of district development plans®.

(v) "It was expected that with the establishment of the Z.P.s
the Collector of the district will loce his importance.
This has not happened to any large extent, chdefly be-
“cause the secretariat and the ministers continue to look .
upon the Collector and his administrative staff as their
own specilal agency....Within the official hierarchy
itself one vestige off colonial administration, viz.,
I.A.8. the successor service of the I.C.S., exerts
great infiuences......In colonial times, British person-
nel of the highest noh~specialised service were naturglly
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put in control of the entire district adminis«rat-
ion, which in those days, were concerned chiefly with
ocollecting revenue: and‘t%eping 1aw .and order, The
central dominant position of nembérs of thg non-
‘specialized 'service in district a&ministration conti-—
nues to this day and has. been carried foi;ara o the
Z:P.s which are patterned on the. earlier dis +rict
administration. Consequent‘v, “he furnictioning of the
Z.P. has come to depend greatly on'a sirqle T.A.5,
officer, the Chief Officer of the 2.P. ' The.r~lation-
ship with the non-official part'. of the' Z.R. crganiz~ .
ation, on' the one hand, and the effective opcration
and co-ordination.of experts and-the departmentai
officers on the other depend to a large extent »n the
efficiency and disposition of this non~expert officer",

(vi) "The approach through compilation of a plan by refer-
ence, to geparate standardized departmental schemes has
many other disadvantagcs also. . For.example, it le=ads
to unnecessary proliferation of "staff and its non-
integration on the field. This is because the staff
proposals are attached to each scheme and are congi-
dered separately as for the scheme and its duration.
It alsp results in there being no coordination or:
synchronization of -action among various departments
or different agencies in the same department. This 1=
responsible for the familiar phenomenon of a numoer of
targets, especially. related to aqriculture, nelng
achieved and yet there being :in averall -faglurt’ to-the
total development programmet.

These features of‘diStrict-develophent.planning are
traceeblefin part to,the‘highly centralized'ana}hierarchical
system into which it had to be fitted,,.But it is also true

that therg was no syutematic analysvs of the precise scope for
"planning from below" or of the techniques to be adopted for

the purpose - and consequentiy no frame of reference for
introducing the necessary chdnges in organizational strucfure
and procedures. - Tais will be avident from the brief account -
attempted in ehe.followiné sectien - of‘the eyelution of the
institutions of Panchayatif ¥ aj ‘dn the: churse cf the last
decade and a half and thefr main featureé_ih_ﬁifferent parts

of the country,
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The notion of district development planning, it may be
recalled, is a by-prcduct of the concept of Panchayati Raj,
which was originally advanced as a mcans of dealirng with somec
of the probleoms noticed in the imnlementation of the Cormanity
Development Programme formulated in the First Five Year Plan.
A Study Team which wvas appointed to lock into thesc problems of
implementaticon reported in 157 that "as long as we do not dis-
cover or creatce a represcntative and dermocratic institution
which will supply.the local interest, sunervision and care
necessary to cnsure that expenditurce of money upon local objncts
conforms with the necds and wishes of the locality, irvest it
with adequate power and assign te it aprrewrriate finances, we
will never ‘be able to evoke local interest and cvcite liocal ini-
tiative in the field of development". The tcam therefeore re-
commended that, for this purpose, local self-gceverninent shewld
be organizcd in threc ticrs - village panchayats at the village
level, painchayac samitis at the taluk or block levei, and zilla
parishads at the district lovel.l This recormendntion was accept-

ed by the Naticnal Dcvelopiment Council and all the States in 1959,

In the coursc of the subsequent decade the idea gained
ground that thcse institutions of local self—governmant should be
used for not only implementing dovelopmental prograimes but for
programre-planning as well and for mobilizing local resources as

wcll. This was explicitly stated in the Draft Cutline of the

Report of the Team {or the Study of Community Prcicets and
Nati~nal Extcnsion Service, Vol.l .
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Pourth Plve Ycar Plan whicn recommended theot "all aove | Loment
and welfare schemes capable of exccution at the district level
shounld be transferred to zilla parisheds whe should be res-
vonsible for both programmec planning and programme implement.
ation”, and that "appropriate schemes of matching incentive
grants already in vogue in some States should be introcvwe~22 in
all States so that Panchayati institutions at all levels may

°
exploit their resources of taxation to the full"”,

It would appear however that, though the developmental
purposes for which these institutions of local government couid
be used were stated in general temms, this was not acccmpanied
by efforts to determine the appropriate allocaticn of fu-tions
and responsibilities at each level, the adninistrative machii-
ery and the fiscal and other instruments to be made a--ailable
for the purposc, and how precisely the development planning
work at the District lcvel was to be fitted into the planning
at the higher levels (more particularly at the Statc level},
The States were left frec to werk out individually the <ctails
of the system to be sct up according to what they considered
appropriate to their particular conditions. The result has keen
that while most States have now in form a three-~tier structure
of local government (as proposed irn 1957) thére are important

dif ferences in the funczions, instruments and powers with which

o

1
Fcurth Five Year Plan : A Craft Outline, p.213.
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have been entrustéc‘l.1

It is a2lso evifent that, though
mobilization of locel resources and programme planning have
been stated to be important functions of the Panchavati Rai
institutions, thev have not by and large bezn given the mears
tg carry tnem cut; and thet, within tﬁe framemik erecheg,
they are no morec than local bo4dies to vhich the rcsmonsibility

for expenditure for certain purposes has bacn delegated i

the State Governmaert.

The State-wise differerces are reictively miner iv
the case of village panchayats; but they are very mu<sii greater
at the level of panchayt samitis end zilla parichads,aud 2s=ume
particular significancce when considered in the context of che
plannincg and developmental resnonsibilities vhich they are
supposcd to carry out. The main features which these instituvtion-

of local government h2ve in ccmmon, and the important resmects

There are diffcrenceialso in the composition of these
Fanchavati Raj Institutions. Broadly speaking, hovrever,

"the village panchayat consist of representatixes dircckly
elected by the Gram Sabhas (consistirg generally of all
those in o village - or groun of viliaacs - who arc on t':e
electoral mlls). The panchayat somitis are conerally
composad of reprasontativoes of wvwillaje panchayats, insti-
tutions like co-oy 2rative socictizs, nonlinated mombers like
Members of Legislative Assamblies and Members of Farlisamorlt,
and some rcprescntatives of -.omon, sdneduled custos and
schedulced trimc:z. Zilla parishads arce ia the n2ature of
federal bodies consi-~ting neaelly of the presidents of the
panchayat saniti«. gurerriwyt officials, representatives of
co-operative socictles, oheduled castas, scheduled trihes,
etc. and pcrsons co-optew rOS thelr ‘nterest or experieonce
in the ficlds of educetior, «c¢arin-stration and rural devolnp-
ment; in onlv a few $tate: Lo thee provisicn for direct
election of memhers to zi ia parishcds by ail thosc in *the
districts whc have the right of franchisc. Cf."Panchayati
Raj - A General Review",
December, 1967.
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in which they;differ,as’béﬁwcén'the’vafibﬁs antés,-qié’briofly

listed belows-

(1)

()

(3

(4

The village panchayats have been entrusted mainly with
the provision and management of clvic .amenitice and
certain soclal welfare activitiesy; in respest of

developmental activities théy gencrally function only

as agents of panchayat samitis or zilla parishads
and do not undertake any op their own.

In the magority of states, there is provision for
compulsogg lev% of.certaiﬁ ﬁgxes by the villaoge
panchaycts (e.g. housc tax, profession tax) but there
are several in which the panchayats have the option
whether or not to impose any tax. A few States (e.g.
Madras) provide for matching grants agailnst their

‘collections from certaln taxes in order to give them

incentive for taxation at higher rates, but several

states have yet no such provislon.

The'jurisdiction of the panahcyat sémitis is-genorally

‘co-terminus with the development block in:all States

(except In a few where they. are organized at the taluk
level) . They are also the most importaht excautive
agencies in the entire structure of Panchayatl Raj ~
except in Maharashtra - having among other functions

011 the executive functions of the Community Develop-

ment Blocks. The panchayat samitis have been given
powers to rmulse their own resources through tex and
non=-tax revenuecs (e.g., surcharge on .land revenue,
local cess), but they have relied on them only to a
limited extent. In general the samitls have acted
chlefly as agents of the State Government in channel--
ing funds for various development schemes connected
with community development projects or depended on
other forms of finagncial assistance from the State
Government (e¢.g. grants, share of land cess) for
carrying out the functions aliotted to them. -

Except Iin a few States, particularly Maoharashtra, the
zilla parishads &tre essentially advisory bodles and
have no executive role. Thelr main funetion in all
these cases 1s regarded as that of co-ordinating the
activities of panichayot samitis and of revicwing their

“work. Many of thyem have accordingly no power to levy

taxes, cesges or:fees .nd sciue of the have not even
any indeperdent funds such as. grants, subsidies or a
share of specifikd taxes from the Statc Government.
Among the -fiw Stetes which have entrusted executive
functlons to zilla purishads, Mahareshtra has gone
farthest in tromwsferring to them all functicns of the
State Coverrmert at th: district level except those

-relating te law,, order, justice, Naticnal and State

highways, and eclilege and university education.
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Detnlled data are not available for any recent ycar on
the developmental and nop-—dﬂvelemervtal outlays of vill o,gv PN~
'chqyats, panchuyat shmitms and zilla parishads in the d;chre
States. However, sipce these local ‘bodies have had only 1l nited
recourse to taxation on their own, a peneral 1dea of the scale cf
their.outlays can be had from budgetary data rclating to 19703271
on the transfers of tax revenue (in cluding cesses and ﬂn+1oe\

grants, and loans from State Governments to local todies (see Takle

1)o

Local bodiecs include here runicipalitics and city co"-'
porations; since a part of ‘the grants and almost all the 1oons.
given’ by State Governments to local bodies are to municipalities and
city corporation s, an allowance of about Rs.30 crere shouli per-
haps -be made for such trensfers. The tcetal recelpts of panchayate,
panchayst somitis s end zilla perishads from State Governments
may then be placed at uromnd Rs.400 crorcs in 1970-19(1. Tt will
be noticed howevep that over 90 per cent of this amount is accouﬁtm
ed for by those in o few States - Maharashtra, Tamil Nedu, Anchra
pradosh, Uutar Pradesh, Bihar and West Bﬂngel‘ and that, except in
_Tamjl Nadu (and in Andhra Pradosh to a rore limited extent;, alinost
the entire transfer of financial resources from the otqte_Govofn=

mehts tO“these;Panchayati RaJ institutions 1ls by way of gronts.

Thc extent of d:pendance of panchaywtu, nﬂﬁ'hqyat saalitis
and zilla parishads on gr.ats fom State Govermments for their
developmental activities mokes it possible to infer, from thc'

velopment entrusted +to them (3we Tabic 2).




Table 1: Financial
‘ LLa

State

- e

Andhra’ Pradesh
Assam

Bihar.

Gujarat
Haryana
Jammy¥ & Kashmir
Kerala .
Madhya Pradesh
Maharashtra ‘
‘Mysore

Orissa -

Punjab
Rajasthan
Vfamil Nadu
Uttar Pradesh
West Bengal

All States

ources

L »

Grants |

Py Sp— ) ntend - e

T 3, fers
Zovm— $2LIore
" ‘purposes
10,6 48.4
0.1 1.3
1.0 30.2
1.0 42.8
- 0.6
1.3 '1.3
- 3.1
0.2 68.4
1.7 4.3
0.7 9.6
- 0.7
0.5 14.5
- 20.0 45.2
- 37.2.
0.4 - 18,0
37.3 320.5

"Financeq of State Governmentsg"

of India Bullot 2, Augus

Gravts

3.9
1.6
1.8
849
0.4

2.5

20,3°

4.3
-1.9
0.5
0.9
5.6
" 4,9
5.3
62.9

igx AoN-

develop-
mental.

PUIrDOSes

e o e S e O e WS e S v, G e G G o4 D G ¢ E

t

ransfers from Stete Governmoeat.

T ., - 1
Bodies, 1970-71 _

=y
- Loaps Totai
(net) ., ==
0.6 62.3
0.6 13,6
0.8 33,8
' -0.5 52,2
0.5 1.5
~C-1 ~0.1
0.1 2.7
0.5 6.1
0.5 89.4
1.7 12.0
-0.2  12.0
0.8 .. 2.0
-8.1 12,8
" 3.4 74,2
2.0 44,1
3.8 22.5
10,1 430.8
Reserve B__}g
1070,



HEN 5 N
Developmantal Grants. to Local Bodies according

Table 2
| ko Purpose, 1970-71 (B.E.) '

- R11 States -'

TR I i of 03 vmaag
. T

: "‘"’“ sone N

Btate ﬁﬂgugé&iga,%ﬁgiigl'&'A Ahriculture, cheng Total

: Ruru¢ & bgﬂgg;_

‘nily Develormont

-andg Ir“loablnn :

ﬁnon—ﬂommbrclagl_
ﬁﬁﬂhra‘Praéesh‘ .'30;8_' 2.6 8.1 6.8 48.4
Assam . 0.6 0.3 0.4 - 1.3
‘Binar 8.2 0.6 1.3 - 30.2
Gujarat; 2.8 4.2 9.4 7.2 42.8
;Haryana negl. | negl. 0.5 0.1 0.6
;Jammu & Kashmir."'?; | . - - -
Kerala - o 1.3 - 1.3
Madhya Pradesh : JOi§ ‘hegl} 2.6 ;. 3.1
_Maharashtra | "‘543:6 7.7 11,8 é.z 68,4
'Mysore | 4.0 0.1 0.3 - 4,3
Qrissal- | '“§8.13 0.8 n 0.6,>  9.6
Punjab 5'40.1L - negl. 0.7 -~ . 0.7
Ragasthan 1042 0. 4 '3}7; 0.2 .14:5
Tamil Nadu 3.0 1.9 3.3 2.0 45,2
Uttar Pradesh, 781  negl. - 2.0 éj.a.
'West,Bengal 2.9 0. - 0.1 '13.0)

nJ Besnbp g

Jv-' It(«r‘, 'QQY’% 320 5



It will’ be seen tinat education accounts for nearly'three-fourths

of the developmental grants received° and that agrioulture and

rural development secure less than one- sixth of these grants,
or fairly neglible amounts, in all States except Gujarat
Maharshtra and Andhra Pradesh.

| Thus 1t 1s evident that (a) excent in a few States ‘such
do Maharashtra, Guaarat Andhra Pradesh and Tamil Nadu there
has-not been the minimum devolution of functlions and powers
necessary for anylof thewPanchayati.Raj@institutions to be
actively involved in the planning of deveIOpmental activities
at'their}respective 1evels; (b) even where‘such devolution has
been effected to some degree they have' been entrusted mainly
with the provision and management of sociai services (more
particularly education and health) and civie amenities, (e) in
only a very 1imited'number of States are these institutions
involved in developmental work relating to agriculture and, .even
‘in these cases, their role geems to have conceived of mainly |
as 1ntermed1aries for channeling funds in support of »scheme .
proposed and worksd out at-higher 1evefs%.(&) -they.are heavily
dependant on financial assistanceifromfthe State Governments‘ '
and, since such'assistance is generalﬁy made available in the

‘form of grants for certain ‘approved furposes or schemes, the

1 Not only is this true even in a State 1like Maharashtra but
the role of the Zilla Parighads in reletion to agricultural
development appears to be now jetting further diminished in
¢mportanca. RNaporting oh the vorking of the 2311a Parishad
in Poona it has been brought ait that while agriculture
accounted for 17 per cent of its expopditure in 1966-67 it
claimed only 2 per cent in 1959~70; and that “there has ‘

- been also a sharp fall in. theState(Hovern_ent's finaneial:
‘assistance to the Zilla Parijhad for %riculture, animal

husbandry and community dewv opment . "Unactivated Zilla
Parishad™, Economic and'Po 1cai'wwe<1y ‘August 23, 1069.
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scope for local initiative is l1limited in practice to minor
matters such as the determination of the location of a parti-

cular activity or'scheme (the nature and content of which wotld
nave been already determined at higher levels)ls and (e) conse-
quently, the decentralization of governmental functions and
responsibilities associated with zilla parishads, panchayat
samitis, and village panchayats has at best meant only partial
assoclation of local representatives with administration at
these levels- in certain fields and not the setting up of a

machinery for planning from below., Indeed it would appzar that

o G O cor e v R e IR AT SR e G SR G TP WD fmn @ e am G Gmm D MO Gip (En GEe N Bn GRY RS B o Em R D O Om Gm S Ae D TS M e Gn o EN on om v B0 am P 0T S om o T S e

That thils is true not only in the case of Zilla Parishads in

Maharashtra (as noted by Professor Gandsil) but in other States
as well - including those in which Pancliayat Samitis have
executive powers and are the most important agency in the
Panchayati Raj structure - will be evident from the following
account relating to Andhra Pradesh:

"In the Panchayati Raj scet-up of Andhra Pradesh, the
Samitl is the key unit. It is this agency which plans

and implements most of the development »nrograrmes. Howe
ever, in most cases, the arcas for which Paichayati Faj .
bodies should plan are détermined by the State Covernment.
The Samiti 1s concerned with local planning. PBut ewcn
within local planning, the priorities for development
programmes and schemes and the vattern of each schexs
are.worked out 1in detail at the State level. Tke Samiti

1s concerned only with taking decisions regarding the
selection of locations and benceficiaries. The Panchayat
Samitl funetlons primarily as an allocating or dis:vibuting
agency; deciding where a primary schcol or a primary
health centre should be located, or who should get a
taccavi loan, while the number of schools and hecalth
centres, the details of staff, cquipment, buildings for
these and the amount of taccavi loans to be sanctioned

at these levels, are decided at the State level. The
Panchayat Samitls are entrusted with this decision- making:
power becausc their znowliodge of local conditions and
needs is greater than that of a State authority”.

G. Ram Reddy, "Some Asrects of Decision~Making in
?ggghayati Raj", Economic and Political Weekly, Octoher 10,
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in practice theee 1nstituﬂons have been designedlto funétion

here as local bodirs of the traditional kind (rather like n*ty.
corporations and muniecipal councils in urban areas) than as

organizations to be‘USed for plannlng.
I_I'I )

If institurions of local government-LL to serve as
active instrumqv~e' for decentralized plaannt‘- not merely
as allocating o ristrlbuting agencies w1thtn a1 organizational
framework that is otherwise highly centralizcd - it is essential
first to determi!e what kind of. development 1 work (includlng
in such work the' recessary mobilization of *esources ‘for
development) can be planned and administered tost effectively
at which level. Gne can then decide how the responsibilities'
‘;Zh powers in respect of developmentel activities ehould be
-distrlbuted between the Centre, ‘the States,_and these institutions
of 1ocal government' and to what extent autonomy and flexibility
at these different levels of decision-making and execution can .
- be built into thr system with advantage._ I- .8 necessary however
to recognize thcu.the scOpe for nmore effectIVr planning from
below 1s closel ded -‘up with the entire stru«tare of the
organization for 1anning and with the distr"ﬂtion of. funetian”
“and powers at ea.h of these’ levels of edmln s ration.

' 0n the general auestion of the divisi<1 of developmental

responsibilities as between the Centre and the . States,

Professor Gadgil had ceduced a (aidingtp neigle from "the a¢tual
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operation of the plamning process" as he saw it in 1960:

"The fields of action of the Contre and the States are,

to a large extent, distinct. The Centre builds up and
maintgins the overall instrumentalities of national
economic life such as the_eredit and the monetary system,
the railways and ports, It also acts in relation to the
basic requiraements of 1ong—term plan of industrializatlon,
with emphasis on large industry and exploitation of

mineral resources. The States are goncerned, on the
other hand% with acting on the total life of’all the

paople in their charge and on all the diffused, dispersed
small-scale units and activities. The Centre 15 concerned
with the most generalised features of the national frame
and with highly concentrated action at a few strategile
points; the States must affect all areas and localities,
a1l the rélevant fields and all units. The Centre 1is

concerned with the strateg K of the long-term g]ar and
with initiating the erucial movements; the States have

to engage themselves in transmitting the forces impelling
.economic development to all areas and units, ad with
coneretlizing for the individual units the fruitﬂ of
development. The generalised objectives of a State Plan

are, therefore making possible initiating and ercouraging
economic devslopment in all actlvities and sectors, and
areas and localitles, snd protecting the standard of
living and ilmproving and ameliorating the situation,
Ssoclal and economic, of all individuals w1thin thelr
territories."

Later, when district authorities with specific planning
powers had been set up in several States, Professor Gadgil
modified this‘formulation by addiﬁg'that "the objéctiVES'and
fields: of Stéte Planning apti#ity as ‘described in the ekﬁract
quoted above may be téken generally to apply to the éxist;né
situation iﬁ-relation_to District‘Development Planning“.2 But

this left very vague the basis on whigh responsibilities and
pcwers were to he distribumcd botween the State Governments

and the new authorities constltuted at the Distriet Level.

.. D. R. Gadgil Plannins anc Egonomicg Policx gn Indi (3rd
_.edltion, 1965), pp.237-38.

2. . District Devglopment Plenning, p.4.



It is important to recognize that in ahcountry of India's
size and diVersity there are inevitably wide'ﬂifferences from |
region to region in resource endoﬁments, in the extent to which
the-soc;al and ecoriomic overheads necessary for further
development haVelaiready been built up, in the degree of
commercialization, in consumption levels, in the natnfe and
magnitudelof unemoloyment, etc. The long-run planning strategy
adOpted at the national 1eve1 has therefore to .be itself built
on a detailed assessment of the developmental needs and pten-
tialities in different. aparts of the country taking all these
factors into account This makes it imperatlv, ‘to attach a
very vital role to planning at the State level. The territory
of a State is oi course not necessarily - Or eren usually -
.co-terminus w;th ¢ region defined as an area w1uh common
economic or ge;-physical characteristics. out_sincemit repre-
sents an area of administratiVG authority that might-either be
part. of a‘largerlregion or has nithin it several regions
(defined as above) it is only through the direct involvement
of States that the proh;ems'Specific to various regions can be
introduced into the planning framework and suitable solutions
found for them. ' | |

Some of the most serious deficienc;es of planning have
been nevertheless at this leVel.’ In most St.:tes, planning has .
so far amounted .o little more than putting tocether schemes
’formulated by ti dlfferent Dapartments of a Sta#e Government
on the basis of d.resetives reol eved from the Mlnistries at the
Centre or from tl.o Planning Commission. Even where some king

of a long-term development programme has been;franed very little
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worx has bcen dona by vay of rz2lating tha propesais to the
spacific probiems facing the St.te. In Jact thase effir s nzve
been usually more in the nature of a putlie relatione achivity
to support genceral demands for more financial assistancs frem
the Central Goveraront rather than derious exerciscs unéertaken
to formulate concrete and meaningful programmes of developmant
suited to the resource endwments and reguirem:nts of tha Statos
concerned.

This could perhaps to be attributed in part to inadeguate
rgcognibion at the State lcvel of the iarncriance of such long-
torm planning end alsc, i some cases, by the non-avalladility
of persornrel with adeguate techrical expertisce. But the main
reason can be traced to the techrigues of plan formulatien and
implementation relied upeon by the Planning Comnission itsclf
and pore particularly. to the financial arrangerents on whiich
they have restad, They have 1:ft 1ittle scope for flexiblilit:
or initiative at the Statc level (except through 2xercise of
political pressure cn the Contre wherevar rossible)

The main features of the methodology of planning, adopted
hithorto, relevant from this point of view arz the follewing

(2)The strategy »T devclopmen® adopted in successive

Five Year Plans has tesn dased largely on certain
troa¢ consideraticrns reinving tc the cconomy as a
wholza withonut taking into azeount spoecifiic rogional
requirerments or even the follow-up m2asures nacessary
for the diffusinn ~f the bornefits ¢f ceve lan-rv in
different reegzns, In orineciovl.: tha States nhava buen
expected to introc .ce thoe additional d’m msions
through thair om °Plang, burt tha scopc for 1"ittirg

in guch surpi miniary presrarres %43 boan poverrod

in p*xct*"ﬂ by hh: abilie s of tho States to s2cure
the nccessary fi =.ncial rescurces.

Ll
-
~




(b) While the Constitution provided for review of Centre-
~  State financial arrangements at. five-year intervals
by ‘Finance Commissions. appointed for the purpose,
the scope of these reviews has been linmited in - _
practice to the revenues of State Governments in
relation to "Committed" expenditure of a recurring
nature and keeping out of the picture the additional
resource requirements for the development ygrogrammes
.initiated in each Plan period. The ways and means -
‘of meeting these latter requirements, and the related -
' golici decisions, have been left to be determined. °
argely by the Planning Commission and the Ministry
of Finance at the Centre in consulation with other
"eoncerned Ministries. ' This has resulted in most of
in support of successive Plans getting tied to
particular schemes to which the Planning Commission
and/or ths Ministries of the Central Government =
attached importance.l - - B

(c) A high proportion of the financial assistance from.

the Centre to the States in support ¢° thelr develop«
ment programmes has taken the vform oY loans. Consew
quently the total debt of the State Governments to .
the Centre is now about three times =s high as their . .
-total annval taxX revenue (including their statutory share
of Centrally-levied takxes); moreover, the amownt . =
payable by Them annually to.the Centre by way of: ..

interest on these loans and repayments of the principal-
L, "oseaedit 1s the Central Government that throught of having
- a Plap to be put across to State .Governments, of inducing
them-to undertake actlvities according to a plan ana -~
priorities. .Because the Central Government dig this and
because additional activities required additional finances,
one of the easlest ways the Central Government thought =~
of for inducing the States to fall in line with their .
plans or implement their plans was to attract them with
financial asslstance. So the offer of financial assistance -
from the Centre to the States for implen-ating planned .
development because an extremely imporita.* matter, right
from the beginning of the Ipdian planning process, The -
actual adjusvuent and administration. of thet -amount was
related to particular schemes; 20 that it ‘-as so mich™
agssistancs 2:ven 'by the Cemtre geparately Tor individual
schemes., Each Unlen Ministry desgred to onsure that .
particular sciaemes were ‘implemented." BExtract from a .
speech dellvared by Professcr D.R,Gadgil at the Gokhale
Instiggti cf P%glig Affatrs in June 1970 (reproduced as
an article on "Centre-Stste Flnances" in. The Hindy,.
April 5, 197i.). | o T
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has be@m to exceed thelr gross'receipts from fresh

loans (as

will be evident from thc following toble).

1951~ 1957- 1961- 1967~ 1970~
- B2 .58 62 68 71

(in B.crores)

Loans fromiCentro to states 75 288 .452 ‘908 887

Repayment
to. Centre

Interest
from Cent

f loans by. States < L |
° d - 11 68 134 378 600
payments on loons = -
re to sStates - S 35 (60) 200 290

gg; recelpts of Staotes from .
¢}

e e

an transactions witn the

centre ‘

B 185 288 330 =7

'(d) The proportion cf grants and loans in the financial

(@ assigtagce given by the Central to the State Govern-
mellts has not beon baeod on their relative necds or
ability. to repay; indeed, as the system coperated,
the burden of indebtedness appears to have been
greater on the less developed States with more
limited resources. '

", ... there was no correlation egstablished between
grants and the necd for them...the system worked
exactly the other woy round. What you did was

to give a whole set of choicss to State Governe
ments with all kinds of schames, with varying
proportions of grants and loans:ihitdched. That
mcant that the State Government which had
manoecuvrabllity- because it had its own resources
could pick and choose. It was able to choose,

for getting Central assistance, the most favourable
schemes ~ the schemes which had more grants
attached to them and smaller loan proporticns
attached. - On the other hand, States which were
backward and with fow resourccs had to finance-
almost &ll their plens through Contral assistance. .
This mcant =hat we got varying averages of grants
and loans, tzac diffcerence between States bein
quite largcs It world te as large as 40 per cent
or more in thc cuse of ¢ dcveloped state which
had resources: 1% wovld get 40 per cent as grantse.
On the other hand ar underdeveloped State, which
had no resources, coald get only 12 per cent as
grants, though the average was about 22 per centh,

Ibid., Gadgil, Junc 197C
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(e) Though the systom of tying Centrol ossi . qoce to
particulars schemes has been chapgcd o’* » 1968, and
assistance to States is now given in w . form of a
Block Award with grants fixcd as a epcc-fic per-
centage of the total, there .has been nc eview (or
even re- scheduling) of the debts accurmv’: ted earlier
and the loan component of Central assis .aco still
remains 'izh at 70 per cent of the sotc. amount
given to L“Ch Sstate. The burden of dct-. servieing
obligat: s continues to be hcavy focr t.udls rcason,
and this .cts as a deterrcht to the States mobilizing
additiona’. resourcés for developmeni. To this
problém a-so attcntiop has becn drﬂvn w Profesoor
Gadgilz

"A nurter of States whidh wero in Nc red;,told
usz 'You expect us to tax and rais . new resources
- for financing the glan. If thesc 1 'sourcés are
to be used for mecting old defici- .,here 1s no
way in which we can persuade our Leglslatures.

We must be ablc to say that we will levy these
taxes so that wo ca:o3 with thesc fresh recoipts,
add to the Plan sizet",

Contrary to the general impression ‘the tax revenue of
the State Governments, cxcludipg their sSatutury share of
Central taxes, .1as grown over the last two doe- les at about the
same rate as i .¢ gross tax revenue of the Cont al Government?
Now has their verformance in respect of-nbnpdevelopmcntal |

oxpenditure, .uch as on civil administret:~%, been conspicuously

Ibid., Gadgil, June 1970.
2. - 1951~ 1957~ 1061~ 1967~ 1970-71

- 52 58 . 3 68
(in & Jrorcs)

Tax rcvénue(prior to statu-
tory transfers of divisible
taxes between centre and the

States)
Centre 5.7 €92 1037 2353 3136
| (100.0) (133,¢) (207 .7) (455.1) (606.4)
states 226 351 4°5 . 1079 1418

(100.) (155.3) (271 £ (477.4)(627.4)

3. Thé ecxpendi-v-e of tho state Goveenmen's c.: civil administe-
‘tion worse.
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If novertheless the former have shown large dcficits'
on rcvenuo accoupt, d thoy ‘have had to- . be holped by SUCCLSSlVO
FinaDco Commissions to covcr thcm through 51zcable statutory
gronts and trapsfers of tox rcvepuo from the Ceptro, it 1as ‘
been mainly on account of growth in rccurripg eyocnaituns updcr
developmcntal hcads sauh as education, hCﬂlth, agrlcu turc,
co-operation, and rural dcvolopmcnt (apart from the increase
1nlinterest payments .on their rapidly expanding dcbt). The
total cxpendituré of'the'stato.éovornments under thdse'dovqlop—
mental heéds has,ﬁigqn from'm,116'orohe& ih 1951—52 to'$.1223
crorcs -in 1975—71; and, if the grqnts-givon by them to local
bodics for these purposes is also includod,\tho total outlay
in\ 1970-71 would exceed .1500 erorcs.

~ The additicnal fiphrcos madé available to-Stato'Goﬁcrn;
ments through norc statutory grapts and transfcrs of tax
revenue from the. Centre have been in the nature of rCurOSpCCthQ
adjustments aftcr thc SOTlOUSPCSS of thez: budgotary position
had beon’ dcmonstratod c¢ach time to the Fiﬁarco Commissions..
The manner'iq whlch this has been ‘done has pot.holped the State
Governments either to anticipate what thoy could rcasonglly

cxpect to receive on the ba31s of ob;ectlve and gcncral]y

(footnote 3 coptd. from p.20)

increased four-fold bctween 1951-52 ﬂnd 1970-71 (from Bs.107
crorcs-to Rs.420 crores); the caiénditure of the Central
Government rosc during the same period to nearly five times
its legel in 1951-52 (from around RK.24 crores to Rs.118.
crores). ' ' '




s 22 3

aCCOptablo cri oria or to avvclop o serse of rc)ponsibility in

managipg their frnances.l' ,
Any significant progresg towards morc 873 tomatic and

rcalistic planripg at ‘the Stato level 1s tn re ore qo pepdapt
nov, . omong other thingg, on a comprohensive ewtou of ; whoke
rangc of 1issues concerning thc distribution ot ‘ov010pnontal
furctions apd resporsibilltios as between tro r‘ﬂtre and the
‘States and. the related finarcial arrargemcntq. Tho scope and -
functions of district dovelopment plan-ing ,“d the orguniza-
tional arrong :monts to be maﬁe.in ‘support of it, are best'<

onsidered_wr,uwnjthis'larger-coptext. o ‘ |

IV
1Tt 15 evident that the States shoulé hove, within the

framevork of npational planning, grcater gzope oo fnamine.“
.development vogrammes appropriate to their particular condi~
tions apd fox oxercismng i itiative in mobiliz*rg resources for

the purpose.- This will rcqulrc in most cases a. substantial

reduction in the bgrdon now.lmposod on their finances by debts.

1 :

" since the Commission hds to take.orly the rovenue from the
existing 1avel of taxotion into acceunt, i% . varying strict-
ness of 8 .ute tax systems 1s not a mattcw t, be gone into

. by the FI .o Commission. This 1s [is%if’2d on the presump-
tion that th: ?L(hring Commission presses blff“CiCPtly hard :
. for unifc @ty in taxation or take tox variations into
account i (utermining planning. gronts - a “resumption not .
in strict accordrniece with reality. -Only tho 1c~-dovelopmert 1
expenditure amne .oge emgller'matters can te a witter of -
scrutiny au:c investigation by the Finance Scmnission . . But
_it(the Fourth Finance Commission) has not :cne into the

* level and expensivencss of the security s orv .ces and the
legitimate expersscs on the standard of SOCicl service reacncd
4in the earlier olan.....the State deficits :ven due to
under-tax:ng’ ow cxtravagance were unddor written by the Finance

. Commissicha”,. 'D,T,Lakde wala,,"mhm Four Pithce ‘Commissions ;

i, in Indio", The Tpdiap ucorcm*n;gourpul, VoL XIII 0.4,
o Je nuary-}fr rch 1966. '
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accurulated in the past ard, merc generaily, scrme changes in

the devclution of tax powers, in tiec systor of disﬁribution of
tax -reverucs and grants frer the Centre to the Stctes.in the cori-
torion applicd and ir the institutional arrangements mad: Tor
channeling loans tc Statcs fer capital expendiiure, and in toc
torrs ond conditions cf such loang. . The 1mp11cati§ns of these

steps will necd to be carefully exarincd in detall.

It 1s,ﬁoccssary however Lo determince first wheot dcvoiop—
rmental functions and respensibilitics the State Goveriments
nmight be expocted to carry within a system of decentralized plan- -
ning and.what could be entrusted te the authcrities at the lowen
levels (more particularly at the District level). Tac following

oons;dorations are rclevant in this ccrnections-

(1) Giver the rescurce cndewments end the specific cb-
Jectives that different States rmey have, thcre are
certain developmental pclicics and programmes vhier
vill necessarily have to be formulated and exccuted
at the level of the rcspective State Governkonts.
Theso riay be connected with the developrent of
cceomunieations, tronsport end power in support cf
agricultural and/or industrial expansicn oyer ox~
tensive regionsy with the supply of water through
irrigaticn projects having o large comrand aree;
with the exploitaticn of mineral; forest or rarine
resources in valch wicer ccnsideraticns (cuch as
the nced for-ecnseriaticn of such rescurces) have
te be taker into gecourty cor with tho develeprent of

industrial cumplesx.s which require financial and
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otheyr rescurces beiﬁg orgonizod on an extensive scale. Thésc can
b¢ regarded as the pinimum developrental functicns and responsi-

bilities which would need to be placed cn the State Governrents.

(2) There are other arcas of decvelopnent, such as sociel
serviccs, in which there are some advantages in having a unificd
policy.and prograrme within a State but where there are no gome
pblling re'ascns for centralized centrcl and mc,naga:oht. VIn States
‘whiéh have gone furthest in doccnt}alization (such as Mcharashtra,
Gujarat, and Tarmil Nadu) the rosponsibility And powers in respect
of both administration and developrent in thesc ureas has been
largoly transfcrrod.to 2il1la p&rishads and/or pan:haydt-samitis.
It 18 not clear,/however, how ruch has been gained thereby frer a
funétional point of view. Undoubtedly the scope for interference
and patronage.ln day~-to-day adrinistraticn hcs intreased, which
has alsc porhaps had the effect of divcrting‘the_attcntion'cf
pclitical rcproéenta?ivcs at these lwvels frorm ratters of gmter

irpertance dnd deloyirg the processcs of decisicn making.l

while such intemdrence carnot be prevented altcscther at any
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1 "there are othor harriers to decision-makins -elating to preb-
loms such as ¢ransfers andé postings of ter _hoers and the Viws.
This barrier meinly takes the shape of pc .itical interforence
in admihistratisn. The deeisicrn-makirng is gc greatly condi-

tioncd by pelitical ferces that the BDO (Blcck Development
0fficer) has to tuke several factcrs intc cceont tefore

ocither tronsforring or toxdng diseiplnary e icn against o
subordiatc... +A3 a result, the officers ‘n tl.. bleeck are
relectant te tc«¢ deeisicns for fear that their decisicns
might be reversed by higher autheritics and ;b them in a
huniliating situation. They would rather rot take a decision
‘than faco humilictdon”, Op. «it. G.Ram Readr.
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level'of administraticn it 1s.a ratter for considoraticn
whether the galns of dceentralizaticn in some ef thesce £iclds arc
are large cnough to cffsct the discdvantages.
(3) It 1s In respect of the nccessary lccal infro-strueture
for the developrent of agriculturec and srall and medium-
scalce industry that the sccpc-for and tﬁc adventages ,
cf plapning at ‘the grasé—root; are likely tc be grcatest.
The casc for'transrcrring tc Panphayati Raj institptions
widolaroas of respoensibility cond powcrvin\thcsc two
important spheres cf cdevelcpment is thercfore prirma facie
very strong.
(4) One bﬁs hcwever to take irtc acccunt aLSC'thc_balancc of
sccicel and peolitical ferees ot this level and roke sure
that the pdwcrs sc transferred are nctllikcly tc be used
in prac¢tice ty the upper strata of rural socicty to
qppropriapc tc therselves most of the benefits cof -
dcvelopment. Fer it right be easicr for them te gain
-ccntrol cver tﬁlsé instituticrs ¢f lccal gc?crnmcnt than

= cver cdrinistreticn at the Stete cr Ccnt;al-lcvel. At the
sare time onc has to rcéogniz ¢ that no brecad based social
or eccncemrice transforrmation in the coantrysido can be breught
abcut unlcss the balance cf pcewer is changed 1~ fevour
cf tpe less privileged social groupS} that this 1is
necessarily o pclitical precess in wnich institutlons

of local governrcernt cculd play an 1mportant roio; and
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that changes in the balancc of forces should nct only

get rcfloctéd in but be promctod, to the extent possible,
by the mecans adopted for monilizing resourccs and the '
used to which thev arec put. This kind of change can
perhaps be accomplished only over a period cf tire-
though here too the conditions differ, and speodier
.prog:ess can perhaps bg achicved in sorc Statcs.than
in others. The transfer cf devcloprental functicrs and
pcwers -to Pancharati Raj institutions in tho spheres cf
agriculture and small and medium-scalc industry ‘nceds there-
fore tc be phased with rofcréncc tc the érrcumstences cf cach.
'éfato.‘.Onc might also take particular core "to choose in the
first instance ttpes of.activity at this level which, while
hclping_fo prcrote rural development, will dbe weightoa by their
very nature in favour cf the pecrest soctions cf the popula-

1én; build irntc “he syster mothcds of rescurce mogilizatlon
whose impact is likely to be more cn those who arc relatively
propspercus; cond widen the developmental functicns and \
powers nat this level only after e clear dircction has been
given to the social and political preccesses sct moving by
dccantralisdtion of authcrity.

Thage differcnt corsldcrations taken tcgother suggest
that, in corrocting the blas tewards centralizeticr cvidert in
Indian planning highcrtc, care has tc be takcniin werking cut
the precise manncer ;n whih decentralization 1s cffected,

Anniytically - thoigh net necessarily in terms of time
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scquence - the first important stgﬁ that has tc be takcn}
tow;rds more meéningful planning frém bciow 1s a strengthening
of’planniﬁg at thc State lcvel. This‘ﬁcuLd'quuiro, cpart from
the changes in Centfe—state finaneial arranéements referrgd-to
earliecr, improvenments in the methodology of pl&nﬁing.qt.this
level and efforts to framé realistic devclopmcﬁt prdgnaﬁmes '
sulted to the ﬂecds of each Stafe which it can cxpect to imple-
ment, with the resources likely to be¢ available to it. In fact
the changcs to be que.in respect cf 6cntre-8tate financial
relations aré impdrtant ahdlsignificant fo:'pianning only if
the other necessary supporting mcasures are taken at the State
lovel. The expcriments attempted in District Development
Planning;have to bolvicwod-as a part of the effort for framing
meﬁningful and realistic programmes'relﬁtod to the conditions
of each area within a State.

, ..

Iﬁ'those States whore (as in Maharashtra, Gujorat, Tomil |
‘Nadu, and Andhra Pruqésh)'Planning from below hos been conceiQQd
in terms of tfansforriﬁg'to z@lla parishads and/or panchaydti'
éamitis'tho'exécutive poﬁers agd developmental responsibilitics
in respcct of éértain broad dcveloprental heads liké educction,
‘héalth,]etc.é and the éctivities in these ficlds arc supported
mainly by graﬁts from the State Gever mcﬁts concerned, it may.ﬂ
be difficult now to reverse the changes already made. In States
vhere no stops of this kind hoye been token so far it may,bé
wqrthwhilo cxperimenting with plaonning from below aleng somcwhat
different lines{
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“There is.a strong ensa in these Siates to concentrate

initiqll.' - a'-:- the District, Tzﬂ_uk (or Blox.k), and Village

,levc'l -=0n o i')w ‘typos of activity which, woula help to stron 2.

then.the production base for agricu'l tore and ano:!.l and medivm-
scale indus bry~ mbke rul101' use of unomploved am under-emn-
ployed 1nalour; and 1nd#rectly encouraye f*(m 5ds of domestic

resource nob:.l:?.sation which woulu be less iunequitous than

those re.ied unon h'!thor -0 (wh“Lch In renlicy have itnken the

£0rm of inair ret taxes whose incidence hns been to o large
extent on the lower 1ncome' groups). e st-.o.:s.li first outline
bifiefly tr.e logic of the more specific proposnls to be set
out 1ate1‘*','

Tt i3 évident that such developuent as has taken

-

piace so " in India has rai sea 1nnd ve Taos both in rural

‘and urban creas at  at a very. much faster rate thm the rate

of growth or in'comié’ in generat, In u bo nreas lnnd vailues
ho.ve 1ncrov 324 by 5. to 10 oimos in me -1y cities bocwoon 1950

and’ 1965 . na by very much'more in sono.1 1 10y have Tisen

shnrply n rur-ﬂ, areas also where'th;s porentlicdities for

rapid agricuroural growi'h -have been demeistroted,

"Land v( _Vaes in Pun;]ab have been rnsing, over the years,
but it s the stendy p("n(’bl"’"'" on of “sne green revoluw
tion that has pushed Them up To NOW ¢ Seeseeland
sold five yewrs ago at ps 2,000 to d., 71 per acre sells

-------\-—--— + ab mu' v w5 o -----‘-.q-ﬂ------ T T I I s v---—--—--------
In undevelced arons within munleipal limits, the _vc‘ro SL
has been rep-ted to be .0s high s 18 Hia 3 in Hyderab

10 times In Tutiack, 8 times in Colcuita ~nd over 5 timos

in Patna, Jdigllar rates of,incr&o.so hhve apparently token
place alsu L '"sur.'r'ounda.ng areas outsiae nunicip L limits",
0f. Jayari- 'adhab, "Controlling Urban Land Voalues',
Economic fnd Political Weekly, Speclal Nuaber, Jul y 1969.
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Presently at k 10,000 to 12,000 or 15,000. Instances
are not lﬁcEing of prices doubling witbin the lact

two years”. ,
Such rise has partly been a reflection of actual increase in
rental value, partly due to speculation in anticipation of
rise in value. In the overwhelming majbrity cf cases, risc
in land values of this order refiect,the external economies
created by the larger develdpmantal process and can be attri-
pbuted only to a limi%ed extent to the anestment undurtaken

by those in possession of the property.in each casc. The

gains in capital value can therefore he legitimately descri-

bed as mostly '"unearned". -

I.

2

Apart from political impediments, there has been
however considerable difficulty in devising a system of
taxation of urban (or rurali_propefﬁy which could curb spe-
culation and help in a significant way to %aise from those
who have gained from development the finande necessary for
further developmental outlays. 'The.natufe of *the problem
has been dréwn attention to by earlier writéps in the con~
text of the néed to cbntrol the:rise in urban property

valvesz. Similar con51derations aprly in relatlon to

--——-—--—————---—-—-——--n-——-—a—-—-——-—l—-——-——-———.—-—.— o ) v B

Wolf Ladejinsky, "The Green Revolution in Punjab: A Field
Trip", Economic and Political Wook]V,June 28, 19€9.
Review of Agrlculture.

"A high tax rate on vacant land in urban arcas or urbani-
sable areas would a2t as a disincentive to hold on to it
for a long time. Th: tax retc has to be high enough to can-
cel out the possible gains frcm holding the lend vacant for
the speculative premium. At the same time the tax rate mist
not impinge on those who have not been abie to build for
different reasons. A general tax cannot, however, really
diseriminate between two persons holding land vacant for
different reasonss..."
"High tax rates on all- urban lands including the bullt-up
(contid.. on page 30)
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taxation .of rural land also.

There 13 indeed only one way of meeting this problem
effectively and that is by direct intervention in the market

fér land. Sor=z spécific suggestions hav: already been effapad

in this regerd:

"La:d vc'ues could be fully controllew and specul-
ation o land completely avold~d only through
pLlic ownership of land.ss..s Several ways can be
eeosecsuggested for public acquisition of lan
paying >ompensation which 1s both within the means
of -mublic authorities and~acceptable to the public
in general...... Ideally speaking, puv™lic authori-
ties could acquire land in urban arecs by simply
extanding the Jurisdiction of the Estate Acquisition
Acts which were passed in the fi:ties by the diff-
erent States in order to abolish the Zamindari system.
seovssssself the Estates Acquisiiion Act is suitably
amendec 4 the control of urban nmpmn Ltand by public
authori%ies will not be a problem..... By paying the
mari 2t value of land to.private sellers on the one
hard .ard by imposing a stiff capital gains tax on. all
.realizsd gains on transfér of real properties on the
other kand, public¢ authorities will be able to cut
down ihe ne% cost of public acqu.sitiosn of land to
make ‘arge-scale acquisition relativaly easy. The
Centr~ does impose a tax now or. capital gains from
tra~.7~r of real properties but tia rate is not
eno igh to bring down the met cost of “and acquisition.
Sec .nd, the revenue from this *ax gocs to the Central
Go einm:nt as 1t 1s a tax on tha Cenvral Lisbe.e..If
th+ tax on real estate properties ie¢ transferred to
th. Sta“e Llst, the States can impose this tax to
their alvantage not only as a means to yleld reyenue
and appvropriate part of the 'unearne’ increment' but
also to cut down the total cost of lcad acquisition.
Since the taxes will be,on all sales, no one will be
discriminated against".l ’

(footnote 2 ontd, from page 29) :

land -might a2t as a disincentive to the building industry.
The taxing avthority has to see, therefore, that in order
to curb speculation, the high rate thus imvosed is not so
harsh as to affect building activities. Fare again it

is difgiculu to design a t¢x rate to serve the twin pur-
poses."

"Capital gal:s taX....could act ag a disincentive to specul-
ations Thi: tax is, agalr, on the re.lize® gains on
transfers c¢. property.....suffice it 50 say that this tax,
as administured presently, does not rive mizh effect on
land speculatione" gp;ggé;,'Jayanta riadhab. -

Op.cit., wsayaita Madhab.
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There are other varisnts within this over-all approach which
too could ﬁeICOnsidered{l

_  : The main point to be underlined in the present cor-
text 1s the desirability of setting up initially a public
authority at the State level (eegs a Land Commigsicu as in

the United Kingdom) for acquiring land both-in rural and urban
areas and for generally undertaking operations in the land
Mp.rkét.2 ,Programmes'can.then be frdmed'deploying unemployed
and under-employed labour for the intensive development of

the 1and so acquired and for the related construction activi-
ties. ArrangementSo can also be made for redlstributing tho
land and other facilities so developed, partly at concessional
rates to the POOTET. sections of thspOpulation (g0 that they can.
" have a homestead or--workshop of thelr own) and partly to _
'others at market prices through public auctioneerlng. If aoqui—
sition of land for these purposes is supported by 1egislative
measures %o expedite the processy, and by a capital gains tax
"levied by State Governments, tne programme can be expanded
rapidly and perhaps made self-supporting to a considerable

degree over a perlod of time.

o
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The paper of Jayanta Madhab referred to above has itself seve-
ral alternative suggestions to offer. The cost of acquisi-
tion-of land could also be reduced, in appropriate cases, by
amendment of the provisions in the Constitutron regarding
compensation for property acquired..

As has been pointed out by Mad™ab, countries like Sweden,
Norway, Holland and Permark have had a long tradition of
public ownership of ianle In (ndia itself, the Delhi Deve-
lopment Authority h’" tean able to show 51gn1ficant results
using the provisions of the Delhi Development Act of 1957
for acquiring land and re—selllng it after development.
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. Once iils general strategy is accovicr it would be
possible to dw-ise within the framework ©. svh a land deve-

lopment Qgg em)loyment programmel

an. 1gp~_, % role for the
institutiona of ¢ocal,government set up at th: Distriet, Zotu:
(or Block), and 7illage levels. They could he ekpected to
1dentify and propose to the Land Commission t 2 land tha®
might be acquired by 1itj take the initiative ia working ont
_programmes oi' development that would enhance ile -value of
such land; devise ways and mobilizing 1dle lahour foT execut- -
ing them (suéh us_throﬁgh 1abdur go—ogeratives.fb whom con-
struct%pn work rdght be.contracted'out'bn a.piede-rate-basis);'
and meet, where required, part of the exvenditures involved
from 1ts own i nances. - | | o

The iﬂ4ﬁ~t of such programmes wotld De ﬂaturally in-
creased to t.e cxtent that these institntluns of local ‘Eovern-
ment are gl en & urces of revenue for financiag the, employment
of labour ari fo= meeting the other related ¢penditures. Cne
source could be the capital gains tax itsalf, 1f the revenue
from this soirce is‘eérmarkéd for these instit:tions. This
would also givé‘them sbmé incentive to take active interest in
and promote tine aoduisiti@n of land for deveic;mentallpurposes{

The-revenue fros this tax may however nos e adequate.to suppor

.

. e A somewhat :'Lilar proncsal has been sugcested by Professor
B.S.Minhas. (If. "Iural Poverty, Land k- L-stribution and
Development: - Strategys. Facts ard PolicJ ndisn Feonomic
Review, Vol. V, New Series, No.l, Apri. 2)s There are
rLowever somc iifferences. Frofessor ¥ n:"b 53 scheme 1s
closely ti~® ' with a proposal for co.ipiris: *y consolidation
and develv me.t 1s based en valuation of in+ arrived at
through a Jroc ss which dapends wholly or tr.; market mechan-
ism; and ‘1¢ p Igramme is pot linked "ﬁth ‘ary fiscal device
such as t.gati:a of capital gains.
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a large. enough employment programme .-- particularly if ﬁhe'
local authorities. have to spend part of their revenue -on -assit-
ing the poorer sections of the population in other ways such

as for acquiring -the developed land at concessional rates or
‘for building houses(or Workshops) of their own.a Other saurces
have- therefors also to be explored if the programmes devised
at this level are to have a significant employment impact.

To. mqat that additional tinanooo ahould be made
availadle by the Cenfiral Gwemnent in support of empioyment
pyrogrammes’ organized by local authorities would not hy itaett
be. very useful unless one is able to indicate how this addi-
tional finance could be raised. One promising possibility
here is a re-structuring of the taxation of wealth such that its
coverage is extended similtaneously with a lowering -of the rates
of tax.

As in the case of income-tax the statutory rates of
wealth tax are now steeply progressive (and have been made
more so 1n the latest Central Government budget).. There: are
however several permissible tax deductions and exemptions, and
quite a few legally valid methods - of evasion such as through
formation of companies and trusts, declaration of individual :
property as the property off Hindu Undivided Familles, etc. Con-
sequently'—- apaft from:tﬁe‘premium on iIlegal evasion placed.
by steeply progressive rates of taxation - such rates when
levied on only’ one categqry of assessees (e.g. individuals)
promote only some changes:in the fqrms of organization (parti-
cularly in the 1egal fnmms of nropen ty ownership) for ‘taking
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" advantage of the lower\rates leviable on other categories
(esg. companies and trusts). In the case of income-tax the
.results have been only all too evident: the total assessed
income of all individuals in'the income group of k.1 lakh
and abhove recoried only’very slight'inefease in the period
1950-51 to 1965-64 (in fact the total incoms on which tax was
assessed for- tﬁﬂSC in this income-group‘deCLined from m 48
crores in 1934-58 t0 Re45 erores in 1963-641).1 There is no
.reason to agsume “hat the experience would be any different in
the case of wealth-tax.

. It would appear that if the exemption limit for wezlth
tax 1s lowered in order to widen 1ts coverage, agricultural
property broucht within tts purview(by amendment of the Consti-
tution 1f necessary), and the rates of tax lowered sufficiently
ngt to make it so compulsive to reeort to various forms of
evasion, the yleld from wealth tax could be raised to a very
mach higher iOVel than is expected from it now.. In view of -
the obvious ineffectiveness of the high rates of progression
that have been in operation in the gase ¢l income-tax, no
harm 1s ikely to be done if extensjon in the coverage of the

wealth tax (along the lines indicated) is accompanied by similar

Ved P. Gandhi % m% ésggg E ?5 Ind jg E Tg ﬁtgﬁc§g¥e: An
E&__Eo o, ELC__.____QM,E s » [ 3 I'. a.n ﬂ.L maxes e 0OD=-

servation, from his annlysis of the data for the period
1950-51 LO 1¢63-64, that "fncome-tax has been regressive
and‘inequitous inter—UempoTally“



reform of'income—tax,l The usual argument made against lowering
df the exemption limits -- namely that the costs of collection
would,absorb_mosﬁ_of the additional revenue -=- could be met
'iry.in the lowerufanges of wealth.3nd Income, the checklng don~
of the declarations made by assessees 1s based on fandom‘

samples but éuch_qhecking is. made intengive and heavy penalties
enforced wherever evasion or under-reporting is’deteéfed. The
potential révenue from wealth-tax, if re~structured now along the
' liﬁes indidated, has been estimated at néarly Bs.275 crores
«..-‘per.anﬁum.2 This ..venue can be earmarked for projerts with

--a ‘high employment:potent;al undertaken by local éuthorities.

1 This approach ° to wealth and income taxation was sugg-

- ested first, more than a decade and a half ago, by
Professor Kaldor., Unfortunately, while some of his pro-
posals have been implemented, the logic underlying them
has been accepted only in part and the results shown have
consequently suffered. It may be said in eritism of the
approach suggested here that it would go against the poii-
cles for reducing the range of economic inequalities by
setting cellings on income and wealth. Such ceilines can -
however be made effective only through more fundamental
changes 1:: regard to the economic system and tne —ole o
the private ector within it, not by fiscal devices alcne
within a system which 1s expected to function as a mixed
economy with a large compenent of productive activity based
on private ownership.of property. Attempts to set ceilings or
waalth and income within this kind of framework can result
only in setting ceilings on honesty and integrity all
around to a greater degree than is required in such an
economy .« \ ' '

The details of this estimate, an¢ the assumptions on which
it 1s based, can be found in a pzper by Professor T.HN.
Krishnan on taxation of wealth (Workimg Paper No.2,
Centre for Development Studies, Trivanﬁrum.g
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VI

The £p3r )ach to ‘developmental plemiing at the District

level (and .t lcver levels within a Disuriqt) outlined in the
earlier sec-ion .imits it largely to schenes for the develop-

1 and the ~xpenditure on

ment of land and nelated facilitles
which would be nlmost wholly of a non-recurrir: mature. There
is considerable advantage in adopfing such an :pproach to begiy
with, as rapi¢ decentralization of aétivities in which there 1g
n large element of recurring ekpenditure can lead to prolifer-
ation of staff wnd logs of efficlency, Hewaver, this approach
by itself would not be adequate to exﬁloit all the potentiali-
tles for district dGVOlopment planning o for "planning fronm
below" in gene”al. So 1t can be regardel as only a starting
point, with - ne intention to whden the scope 2 activity over
a period of cime - | ‘ .
It 1: the. 2fore worth considering briefly how the plan-
ning of a d1 trict might be developed such thc the full potent:
ialities of ”pnanning from:below" can be realirad over a period
In principle thnre is no reaéon why the plennin:, of a distriet
should not be conceived of in the same way as the planning of
a national econory. It is true that several elements in the
organizat;on arnd functidning of an economy which could be re-
garded as amera.le to change by policy-makers at the national
level will'haVe to be taken as given witk.n Uk framework of
distriet planni ‘g since the functions and powers of poliey-
makers within tné districts will be inevi:at' 'y -ore restricted.,

However,. the oasic variables in terms of which the operation

1 They cou..l ac =zver include schemes not only for minor irri-
gation, s»il ‘onservation and the like but 2lso for con- -
struct{on of ,odowns, warehouses, residenti:l houses,
roads,woanhons, market-centres and buildinrs for providing
commmity facilities, etc,
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of sn economy is usually judged and to which consequently mo“t_
of the planning targets and policies are generally related
directly or indirectly (e g. production, prices, income,
distribution, conSumption 1evels, rate of saving, and size and,
composition of the capital stock) are no different vhethes
one has‘in mind the economy of 2 district, of 2 Statey or of .
a Wholé cOuntry composed of”several States. (Indeed several
countries — more particularly.in Africav—- which have soverign
status and whose development programmes are therefore con-
sidered to be national in character are, in terms<of population, .
no bigger then districts in lndia.) |

Moreover, whilefséveral‘elements which ares amena-
ble to change at:theinational<leve1.mav have'to-be taken as‘given
data: at’t_he dis'trict level, one must not 'assume _'that dis__tr.ict
plemning 1s necessarily subject to more serious constraints
than planning st the national level. That there are no legal
or administrative restrictions on the mobility of 1abour,aa
oetween districts, that the 'domestic' market for tneir products
is not limited to thelr own boundaries, and thet the existence
of 8 common ‘currency and banking system makas possible free
novemaats of capital unchecked by balance of paymencs conside-~
rations of the Jsual king —- could all make the constraints on .
development planning less ‘cerious at the district’ 1e*el if
Lheir full potential is explo‘ted through anpropziate policies
and_programmes-

It Wpuld sppear therefore'that, as'for'ﬁational
Uianning, it would be useful ~- snd indeed necess 77 == t0 cons~

tract en arpropriate‘ set of.macre—estimates for anich distriCt on
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‘the basisheffwhich the implications of setting alternative targets
in respect of\income, consumption, ete. could be Quantitatively
assessed. - The detc reguirements of such.en exercise are however
likely to be very large and difficult'to satisiy;

| . A major‘probiem would be to estimate s'district's
"income"(i.e-corresponding to the natlonal 1ncome) as distinet
from its "domestic product" (1. e-_the value added by production .
within the district‘- For this would requirz quentifying the
factor.incones t rans "erred outside and into each cistrict, |
after locating :he pcrmsnent residence of those to whom such
factor incomes accrué out of the value added both within and
outside the terribory of esch; this will not be easy when (ss
1s the case) there 1s unrestricted mobility of iabour and
caplital between districts and there are no political or adminis-
trative reasons (2s in the caese of national states) for record-
ing systemmatically income transfers of this nature. For deter—
mining comparstive levels of productivity, and measuring changes
in them_over time, estimetes of the domestic product uould do;
but if the purpose is to use the estimates ss a .measure of the
relative levels cf,melfare of the different districts'or for
assessing their cevir gz potential, what 1s §eally releuant are
estimates of distric* income and-nere.one would run into thé
kind of oroblem rient..oned above.

‘For this same reason 1t-would be difsicalt to construct
for each district a set df.accounts relating to its balance of
paynents with."the rest of the world". And if meither the
magnitude nog the sources’ of ‘saving for the inVestment outlay

within a district cen be quantified with reesonable precision
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'there is not much point in'attemnting to oonstfuct'maero-
estimates'for'individual districts as a tcdl for planning.
| \ fSuoh estimates can'perhaps beeattemnteﬁ mer2 meaning-
fully on a State-ﬁide baﬂie; thoﬁéh here too 8 grent dea1 of ex-
lploratory statistical uork will be needed to ﬁetermine the magn*-~
tﬂde of the transfers of factor incomes into and outsiae eaci
State- ,Inter—state movements'of labour for short periods are
1ikel&'to-be relatively small, and SO == except perheps in the
‘case of a few States like Rajasthan from where seasonal. higra—
tion of labour on a large scale appearu to take place - there
would beé no need to make sny significant adJustmcnts for inconr
originating w1thin one qtate being transferred through such '
migrant labour to another- However there are substant ial -
inter—State movements of capital, and adJu tments will there;
fore ‘have to be- maae for the resultlng trqnsfers of intezypt,
rent and profits into and out of each State before estimating
;State'incomes.] The'"unilateral transfers" nade‘by the more
-pernanentlmigrants-"dopieiled" in a State to thelr relati&es in
their home States.wilj'also-have to be taken'into accqunt'
.(particularly in Stgtes auch as Kerala). The estimates of
State incomes now avellable are not being made on tn s basis —
,they measure onlv thelr domestic product (1. e, the valuve ad@ed
by production within each ;tate) ~- but this is 82 task that
can and should be attcmpted. It is en eescntia1 firat 3tep
towards systemmatic pianning.at.the etate levirie

At the district level one has to be satisfied with
proxies‘or'"indicators":of_the relevant racro~me gnl tudes. Des-,

pite their limitations, estimates of distriet'domestic Product'
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(1.e.of the-value added.byfproduetion'in eacb'dietrict) could be
used ae indices of the'relative 1evels'of'productivity in aiffe-
rent districts, and, 1f one can judge the direction and rough
magnitude of the net transfer to factor incomes, they could be
used even 2g.indl~ss of thelr 1eve13-of income. An. attempt to
estimate the domestic'product district-uise-nas been mede for
Andhra Pradesh by 1ts Bureau of Economics aﬁd Statistics1"and
the results - though tentative and no moTe ‘than rough appro-
ximations --'1ndlcete wnat kind of use can be made of, them.
.For instance, 1t nould appedr from these-estimauee.thetthe.
average per eapita outout 1n'the Telengana~Region has been
only about 12-15 per cent Tower. than In the rest ‘of Andhre
Pradesh. waever, the per capita output 1n Beveral districts
of Coestal Andhra has,been nearly’ 50 per cent higher than in - °
some of'tne diw*ricte of'the'TelenganelRegionf 'Such"eetimates
of productivity levels in different districts, 1f supplemented
by othef’infbrmefion such as on fhe-extent offthevegficu1fura;
iand.inlthe.reiengane_ﬂegion owned'by'the residents in'Coas£e1
Andhra and on the ‘emount of the revenue collected and exnenditure
1ncurred !n edch rﬂg‘on by the Governmen%a, ean glve some éluea

‘to the reasons. {1 any) for grievances about regional imbalances

and help in: determining whaet needs to be done abcut them.

1 Cf. S. sasirekha,e"RegionaT Income Estimation —- A Study",. .
_peper presented at. the Seventh Indien Conference on Research
in National Insone held at Hyderabad in January 1970._ _
2

- Cf. C.H. Henumentha Reo, "Budgetary Surpluses of Telengana"
- Economjc ar and,Pollticel Weegly, .October 18,‘1969.
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Attenpts could also be mede totcollept systemmatieally
data for esch district relating to thei.ndustry-wise distri—
bution of ‘the labour force, the literacy rate 2nd 1eveis of
educational attaipment, the scele of marketing operations
(derived from, say, sales tax collections 1n the district), the
Qage—rates paid to casual agricultural labourers for different
farm'eperatiens.month bylﬁpnth, the wages pald to workers in
small artisan enterprises in rural_arees, and the monthly or
_weekly'ineemes of those engaged in services such as transport
(separately for human—drawn,'animal—drawn and mechanized trahu-
port), oading operations, assistance in shops and restdarant
and clerical work in moderate-3ized private establishments.
Further, it should be possible to orgenize the collation of data
on the deposits received and the 1oane advanced by the branches
of banks 1n each district1; the qmeﬁnts recelved end paid by
the gevernwent treasuries ot the district and taluk 1erels;
and the remittances mede to and from each district through post-
offices. .Together‘with sampleISurveys'cdnducteé from time to
time op the compoeition and quantity of food in-tske among
different strata of the population; on the percentage«of"

”employees" among those who are engaged in work(and of women -

It 1s interesting to observe from the data available on

bank deposits and the credits sdvanced by banks as at the
end of 1967 that the ‘ratio of the deposits eollected to
ceredits adveanced was much lower in some of the less commer-
clally-advanced districts. of Kerala then in the other
‘districts -- reflecting an outflow of funds through the
banking system. For instance,; it was as low as 24.2 In the
Palghat District compared to'91.9 in the Quilon District. The
average for the State was CO 0 (compared to 69.3 for the
"ecountry as a whole). Cf. Eeonomic and Political Weekly,
November 8, 1969. Such dﬁta reflect of course only a part
of the total picture and need to be interpreted wilth ceution.
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among -such Memployeus™)i on: th'e- jpercen.l-._nge of the adult populs-
tion‘in'the rural areas who have on the averagekless than 4 hours
work.a.day:and would be uilling to offer themselves for more wo kK
‘if availsble 2t the‘psevailing—wage rates, etc.. it would be
.possible to gin some_idea of the -essential economic characte--
ristios of a district, its connarative level of developmen |
and at least the more important problems which from the welfaro
pOint of view call for particular attention in its aevelopmen1
planning.

‘Such 1dentification of problems @istrict-wise, 1f nor
taluk—wiSe,jdould help'to adapt the strategy end content of the
local development programmes wherever possible’to the more urvent
needs of each area. The date collected for this purpose - "na |
such indices as are constructed therefrom —- would 8lso help
in assessing the trends in each district over a period. Iniorma-'
tion of this kind is therefore vitsl both for plan formulaticn
and evaluation.
| | Simultaneously the resource endowments of each'district
ana the scope for their exploitation and development would also
need to he-investigated This has‘to be essentially an exercioe
in techno—economic analysis in whiﬂh the coste and returns of
the available alternatives are studied along with the exploration
ur all the possibilitie open frcm the purely technlcal point
of-view.,

‘ .These are aspects of district development planning to
which Professor Gaagil hagd attached consioerable importance1,

1

"Planning in 1its technica) and econowmic aspect' 1s eclosely rela-
téd to relevant knowledge and information. Unless thepre is a -
minimim base of such knowledge and information, a plan of deve-
lopment for an area like the district cannot be built up". Qp.
cit. Distriet Development Planning, p.16.
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and rightly so. The necessary prcparatory work is however .
very ooneiderable,and, even though it can beetaken up‘in stages,
one should not essume that the informetionsl basis of dlstrict
development planning will be adequate to begin withmv"But a
staft can be made on the basis of such data and informed
judéﬁents ss are svailable and the rest of the neceseary
knowledge and infoimation coilected_over a period of tinme.
This too will_need planning and,'given the limited technical pexr—
sormel avaiiable, it'islevident that 1t will have to be orga-
nized at the State 1eve1. _-

| °till another aspect of district developmeat planning
to which attention has to be given is the mode of orgsnization
of the available administrative and technical personnel nece-
‘ssary foi the rormulation and execution of prograemes initiated
at this level. . This might require very considerable-changes
in the'exiating pattern'ahd strecture‘of district adminietration -
more. specifically with a view to strengthening the technical
staff available at this 1eve1, ard for more score being given
to them for initiative and action without upnecessary control
exercised over them by the authorities at the State level or
by the non-technical bureaucracy wvithin the Districts. A
minimum of change‘in.these directiona will be a necessary pre-
condition for any significant progreds towards-planning from

helow.
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VII

This note has léft several loose ends to be tied
up later. It has been done delibermtely, since (a) the "o“king
out of the details will take time and require co—operative_’
effort on the part of persons with different backgrounds,
and (b) the ma;t thing 1s to agree first on some of the ba51o
considerations in the approach to 'planning from below"
The analysis-and the suggestionsvmade here are thereforc to
pe(hégarded gs an exercise in "loud thinking" to stimulate
fupthef examination of the 1ssues involved, rether then =g

a presentation of settled conclusions.

. KoN. RAJ
Fuly 20, 1971 »
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