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Orissa Economics Association
23rd Annual Conference

Report of the Secretary

Ar. President Dr, Patnaik, our Guest of Honour

r. Bhalla, Chairman of the Reception Committee,

)r. Pradhan, Local Secretary Dr G. C. Kar, fellow delegates,
istinguished guests, ladies & gentlemen !

It is my privilegeas the Secretary of the Orissa Economics
\ssociation to extend a hearty welcome to you all to the 23rd Annual
Jonference of the Association.

We are fortunate enough to have in our midst an eminent economist
f India, Dr. Bhalla, a member of the Planning Commission, an economist of
nternational repute, as our guest in the 23rd Economics Conference,

The Orissa Economics Association was formed in 1968 with a view
o imparting training to teachers in economics for improving the standard
f teaching & organising Seminars on current economic “issues, Even
hough, we have not been able to fultil all our objectives due to various
onstraints, we are regularly organising the Annual Conference since its
ear of inception. I regret to inform you that for the first time, in its
istory of 22 years, we could not organise the 23rd conference in time due
o reasons beyond our control.

The Orissa Economics Association has around 200 members, out
f which 125 are Life Members, It publishes-a Journal which contains the
apers discussed in the Annual Conference. Finance has now been a serious
onstraint for the Association. In the mean time, the volume of the Journal
1as considerably increased along with the printing cost. We receive a
naximum grant of Rs 4,000/- from the Director of Higher Education for
yublication of the Journal & another two to three thousand rupees from
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The Orissa Economics Association is the only forum in Orissa, in
various economic problems of th= Lazal, All[nlia & Iaternational
are discussed. Eminent economists, administrators, planners,”

ss men participate in the discussions. It is this forum, this august
f talented and eminent academicians and experts, that has from
o time provided guidelines to the government on vatious economic
Inview of the numerous economic problems the country is facing,
1 the interest of the State that the government should come forward
Ip this organisation, so that, we can be more useful to them and to
ople at large.

A few personalities, Mr. S. K. Palit, Member, Board of Revenue,
K. Bhatacharya, Chairman, OMC, Mr. S. R. Pal, Commissionor of
ercial Tax, Sri Ajit Mohapatra, Member, State Planning Board,
rilochan Pradhan, Vice-Chancellor, Utkal University, Mr., Sukumar
J. K. Groups, Mr, S. P. Kashyap, Executive Director, Larson &
), Chairman IPICOL, Deptt. cf Science & Technology —have realised
zed of such an organisation and have helped us generously, We owe
a heavy debt of gratitude.

This year we have selected three topics for discussion :—
1. Economic Development & Environment.
2. Sectoral Changes in India during Plan Period.
3. Industrial Sickness in Orissa.

The Bhubaneswar Mangaraj Lecture Series will be addressed by
aidyanath.Misra, former Deputy Chairman, Planning Board. This will
e third lecture in the series, in honour of Bhubaneswar Mangaraj,
ustrious teacher of Banki,

lam extremely grateful to yousir, Dr. Trilochan Pradhan,
rman of the Reception Committee, the Local Secretary
3. C. Kar, the staff & students of the Analytical & Applied Economics
tkal ' University, for their tireless efforts in organising this
rence.

I am extremely thankful to my erstwhile teachers Dr. Sadasiv
a, Dr. Debendra Chandra Misra, Dr. Bidyadhar Misra, Dr. Baidyanath
a, Dr. Khetramohan Patnaik and Dr. Ghanashyam Das for their
~ participation inthe conference, which isin itself a reward and
irce of inspiration and encouragement for us.

I re‘ally owe a great deal to all the members of the Executive Body,

e
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Cheir help in all the activities of the Association. My special thanks are
due to the former Secretary of the association Dr. Bidyadhar Naik who is
still behind the scene and is providing continuous guidance in all the
activities of the association. My thanks are due to the Chartered
Accountant Sri Sourya Prakash Mohapatra, who took the pain to audit the
accounts of the association without charging any fee.

T am grateful to the delegates, paper writers, invitees and to you
all ladies and gentlemen for giving me a patient hearing. '

Thanking you all.
R. K. Mishra
Secretary

Orissa Economics Association



sidential Address

Economlc Growth of Orissa

(1980-88)

Dr. K. M. Patnaik

I thank the members of the Orissa Economics Association for
ing me as its President after the XXII Annual Conference held in

st week of February, 1989, Following the established convention, -

11d like to express my thoughts on a topic relating to our field. I have
n to think aloud on the Economic Growth of Orissa (1980-88), as
shed data for this period available from government sources have
furnished with distorted interpretations.

- The task of assessing the development of the economy of Orissa
the last nearly one decade isa complex and difficult one. The
npt here can be no more than holding up a mirror to the economy as
s developed over the past eight years. When the era of planning was
ed in 1951, its declared objective was to raise the standard of living
e teeming millions and open out to them opportunities for a richer
more varied life, It is this yardstick that has to be applied to evaluate
ichievements in this field. It is appropriate in this context to clarify
meaning of three terms often used by all to assess the progress of a
ned economy. In measuring the achievement of a planned economy,
‘erm “economic growth”’, frequently used, implies an increase in the
ynal (or State) income as well as per capita income which are
urable variables. This is entirely different from ‘economic
lopment’ which refers to desired economic change. Economic
lopment means a sustained incréase in real per capita output or
me, accompanied by reduction in existing inequalities and a higher
omic standard of the masses, Economic prograss is a much broader
,, implying social transformation on desired lines. In view of the
rences in their meanings, these three terms are not synonymous.
Shabat osh Datta writes : Growth means the -increase in a measurable
ible. Development means economic transformation for the better,
ress means forward social transformation.
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\When we consider our achievement over the last eight years of
1ned economic development in Origsa, the first question that crops up
1as the State experienced economic growth ? The answer is “Yes’. Has

economy of Orissa grown at the desired, targeted or feasible rates?
, answer is ‘no’.
fined to the first step. The need for discussing our achievement in
other two wider fields does not arise as the first hurdle has not yet

n crossed.
Growth Rate of State Income

The Draft Seventh Plan of Orissa (page 2) mentions that the
pound growth rate of our State income between 1970-71 to 1982-83 was
9 per cent, which was one of the lowest among the major states in the
intry. The corresponding growth rate in Andhra Pradesh was 2.8 per
t, Madhya Pradesh 2.8 per cent, Bihar 2.9 per cent and Weat Bengal
per cent. In comparison, during the same period growth rates in States
> Haryana, Punjab and Maharashtra were much higher, i. e, 45 per
t, 46 per cent and 5.2 per cent respectively. When we compare the
wih rate of our State income of 2.39 per cent with the growth rate of
pulation in Orissa at 2.01 per cent per year during the same period, the
ture becomes more dismal.

Meaningful compatisons of the relevant variables are possible only
constant prices. The Sixth Plan growth rate (compound) of our State
-ome at constant prices (i.e, 1970-71 prices) was 2.17 only, compared to
 per cent in the Third Plan periocd, 9,2 per cent during the three annual
ns (1966-67 to 1968-69), 4.1 per cent inthe Fourth Plan and 4 8 per
1t during the Fifth Plan period including 1978-79. The sources of these
ares are the publications of our Planning & Co-ordination Department
-ept growth rate during 1980-85 which has been independently
culated on the basis of the relevant data published by the same depart-

nt.

These data reveal that the compound growth rate of our State
ome at constant prices during the Sixth Plan period was much smaller
npared to the earlier rates of growth for nearly two decades. In the
ht of these facts, one fails to understand the claim made in Orissa’s
it Seventh Plan document (page-5) that “‘the achievements during the
th Plan have been substantially higher than in the past, though less
1 what was targeted and more unstable than what was desirable.” Such
tatement about a higher growth rate has not been substantiated by
v firmiched in the oublications of the sovernment.

This simplifies our task as our discourse will be
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It may be pointed cut here that the compound growth rate of
State income for the first three yearsof the Seventh Plan comes
3.25 per cent at constant prices. If the compound growth rate of State
sme is caleulated for the period under review, i.e., 1980-88, the figure
es to 2.4 per cent at constant prices., This means that the compound
- of growth of the State income during 1980-88 is the same as that for
0-71 to 1982-83 which was 2.39 per cent. The inference obviously is
t the compound rate of growth of the State income has remained
hanged from 1970 to 1988,which is a'good example of Prof. RajKrishna’s
idu rate of growth.

Between 1970-71 to 1984-85, a gap of nearly fifteen years, the per
ita income at constant prices was highest in Orissa in 1983-84 on
sunt of good harvests, It was Rs. 549.5 in 1983.84. In all the other years
he Sixth Plan period, the per capita income was less than the
responding figures in 1977-78 and 1978-79. Figures of per capita income
available only for the first three years of the Seventh Plan. The per
ita income in 1985-86 at Rs. 551 (at 1970-71 prices) was slightly higher
n the corresponding figure in 1983-84. The same figures for the second
hird year of the Seventh Plan are lower than that reached in 1983-84.
. highest per capita income of Rs. 551 reached in 1985-86 was about one-
-d of the per capita income of Punjab during that year.

It is observed that the fluctuations in the State income and per
ta income in Orissa are directly linked to the vagaries of the
soons. This economic situation of Orissa in the last decade of the
ntieth century isin no way different from that found in the 19th
ury. There is no easy, immediate and short-run solution for this long
ected problem which has an over-powering effect on the economy of
State. It is easy to say that expansion of irrigation facilities will put
nd to this problem. But the realisation of the same in an acceptably
t period would be nothing short of a miracle, considering its financial
ications. The net area sown in Orissa has gone up to 62.5 lakh hectares
irrigation potential has increased to nearly 19 lakh hectares. There-
, provision of additional irrigation facilities for nearly 435 lakh
ares of cultivated land at the current cost of Rs. 45,000 per hectare
1d necessitate an investment of about Rs. 20,000 crores, assuming the
e level to remain unchanged. On these assumptions, it will take 32
» five-year plans to ensure 100 per cent irrigation facilities in the
2, provided that we spend Rs. 600 crores in each of these five-year
s for increasing irrigation potential and the general price level remains
o eteeushent. These far-fetched assumptions only undergcore the

i
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1al impossibility of realising the objective in the near future. It is
1 this stand-point that one should consider the validity of the
estion made that ‘‘the future programme should be irrigated
-ulture and not dry-land agriculture”!. In the light of the arguments
ady advanced here, such a prescription bas to be taken with a grain.of

An alternative solution of the problem is likely to be obtained if
ous research is encouraged in dry-farming techniques attuned to the
s of the small farmers. This field of research, already showing some
sress in the country, is the imperative need of the farmers not only in
ssa but also in the country as a whole. The urgent need of the hour is
ce that agricultural productivity issaved from recurrent droughts,
ch is the problem of the farmers engaged in 70 per cent of the
ivated lands in India as well as in Orissa. But, as a writer has pointed

“neglect of dry-farming or smal]-farmer oriented research has
med from;iscientists’ exclusive preference of high pay-offs from research
he short-run in respect of high potential crops and areas well endowed
1 all factor-inputs®.? Perceptions and needs of the farmers and not the
yenience of the scientists should get reflected in research in the field
griculture in India at the present time.Itis needless to say that
ntific research efforts in our country at present are far removed from
e that could be expected to yield information and knowledge highly
able for gains in productivity in the foreseable future. It is
ropriate here to cite the case of Japan in this matter. In spite of the
‘that-Japan, which does not have institutions of the stature of even the
1 Institute of Fundamental Research, the Institute of Sciences, the
an Council of Agricultural Research (started in 1929), has been able to
ain its industrial supremacy and high agricultural productivity
wout fundamental research. This  has been possible because Japan
entrated on shopping around the world for emerging technologies,
e doing little to develop its own research institutions, in order to
h the - zenith of economic prosperity. Therefore, from the economic
e, could it not have been better for us to worry about the smooth and
t transfer of technologies emerging elsewhere into our country for
staining efficient productive systems ? Again, was it not the duty of
Indian Council of Agricultural Research, which is already in existence

Dr. B. Misra, “Stmtegy For Agricultural Development in Orissa,”’

Papers presented at the Seminar on Eighth Plan of Orissa, Planning
& Co-ordination Dept., p. 21.
Abhiiit Bhattachariee. *‘Aoricultural Research Neede Roeoriciitation
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sixty years by now, to concentrate on research primarily aimed at
eting the needs of our tiny farmers in the absence of desirable changes
the agrarian structure and irrigation facilities ?

Encouraging research and improved practices in dryland farming
| thereby protecting 70 per cent of our farmers from loss of ‘their
omes due to the vagaries of the monsoons do not imply crying a halt to
» process of expansion of irrigation facilities. What is emphasised here
‘he more urgent need of the largest majority of farmers. And it is high
e that our plans should reflect the needsand aspirations of the largest
tion of our people. This is the only way to make planning a more
aningful process, The suggestion made aims at maintaining a petsistent
e in the growth of our agriculture, State and per capita, incomes. With
sre than 55 per cent of the plan outlays in Orissa being spent on irriga~
n and power during the eighties, we bave achieved a compound growth
o in foodgrains production of less than one per cent only during the
riod 1980.88, As a result, Orissa continues to remain as “‘the epitome of
verty in India”’ If dry-land farming techniques and practices do not
velop quickly, wide fluctuations in income would continue to occur at
cquent intervals, forcing the largest majority of the farmers in the
ate into the sea of hot water, thereby discrediting .proce’ss of planning.
srthermore, inequalities will widen, making poverty eradication a far-off
vine event. The well-known strong inverse correlation between the time
ries of poverty estimates and foodgrains output should not be forgotiten.
herefore, S. L. Ghosal rightly points out : “The country as a whole may
hieve self-sufficiency in f00dgrains..e.esissbut  the majority of the
pulation may still suffer from shortage because of the lack of purchasing
wer, especially where agriculture is dependent on the monsoon.
he development of dry-land agriculture, therefore, is inescapable for
tional foed security and poverty alleviation. The thrust of agricultural
velopment in the Eighth Plan has to be on dryland farming to bring
wi the income disparities between those farmers who have irrigation

cilities and those (who)do: not.”’
Sectoral Changes in State Income

The changes brought about by planped development in the three
onomic sectors in Orissa can be seen in Table-1. The data furnished here
dicate changes in the relative shares of the primary, secondary and
rtiary sectors at constant prices over a period of sixteen years, i.e,, from
070-71 to 1986-87. Table-1 shows a decline in the relative shares of the
mmodity producing sectors like agriculture and industry in the State

L L e e g SR T
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India is sustained to the extent of nearly 40 per cent by the increase in
the imputed incomes from the tertiary sector. In Orissa its extent in
1986-87 was 27 per cent, even though the state per capita incomeé at
constant prices was much lower than the national per capita income.

The data about per capita income in Table-1 can enable us to find
out the average annual rate of growth of per capita income during the
period of sixteen years mentioned therein., The increase in the per capita
income between 1970-71 and 1986-87 ' comes to 12 per cent, i.e., an average
annual rate of only about 0.7 per cent. If the calculation is made between
1980-81 to 1987.88 the average annual rate of increase of per capita income
in Orissa would be 0-5 per cent; between 1976-71 and 1977-78 the corres-
ponding figure is 0-6 per cent pet annum.

It may be mentioned here that between 1970-71 to 1984-85, the
per capita net national income at constant prices increased by an average
annual rate of about 1.6 per cent.

: Table-1
Sectoral Changes in State Income (1970-71 to 1986.87)
(Rs. crores)

Percentage State State Percentage

Sectors of income income of absolute
workers in in change in
1970-71 1985-87 income
(1) (2) (3 4) 5)
1. Primary Sector 79 69812 98189 41
(Agriculture, Animal 67:3) (62:7)

Husbandry, Forestry,
Fishery, Mining etc.)

2, Secondary Sector 7 107.59 16092 49.5

(Industry Construction, (10-9) (10:3)
Electricity etc.)

3. Tertiary Sector (Banking, 14 231.72 42377 €30
Insurance, Transport, (22:3) (27-0)

Trade, Administrative
Services, other Services,

etc.)
Llocal : 1uv 103743 156698
' (100-00)  (100-00)
Per capita income (Ks.) . 47814 537-28

tFi1gures 1n brackets indicate percentage)
(State and per capita incomes are shown at 1970-71 prices)
Source : Data taken from Economic Survey, 1988-89, Planning &
Co-ordination Dept., Government of Orissa, p. 89 (Col. 5 calculated).
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The overall increase in state income or per capita income does
ve us picture of the actual stucture of its distribution. Table-1 can
3 a rough picture of the relative and absolute benefits derived by.
iree sectors of the economy, during the period mentioned therein,
the process of planned economic development.

Column-2 of Table-l shows that 79 per cent of the workers in
2 depend on the primary sector for their livelihood, 7 per cent on
condary sector and 14 per cent on the services sector. Between
71 and 1986-87, the relative share of the primary sector in the state
e declined by 4:6 per cent and the decrease in the share of the
dary sector was insignificant, But the relative share of the tertiary
* went up by 49 percent. Thus as regards relative shares, the
es sector has been the only beneficiary.

We can obtain from Table-1 (Col:5) a rough picture of the
ntage gain of each sector in the absolute sense. As indicated therein,
bsolute gain of the tertiary sector is 83 per cent, which is the
st. The gain of the secondary sector is nearly 50 per cent and that
2 primary sector only 41 per cent. The dominant sector affording
hood to 79 per cent of the work-force has got the lowest benefit.
has been the fate of our agricultural sector over the last forty years
anning. The percentage of marginal and small farmers in the agricul-
sector in Orissa is 74 with only 33 per cent of the cultivated area
eir possession. The substantial farmers with 5 acres and above,
lituting only 26 per cent of the total, have command over 62 per cent
e cultivated lands. Whatever little gain that might have trickled
1into the agricultural sector must have been largely appropriated by
dominant minority in the rural areas, as they get a lion’s share of
cilities for agricultural development provided by the government.

Industrial Development

The industrial s¢enario of the State on the eve of the Sixth Plan
very bleak. Orissa’s share in the industrial production of the country
)78-79 was 1:6 per cent compared to 16:3 per cent of Maharashtra, 11-3
cent of Andhra Pradesh, 11-3 per cent of Gujarat, 105 per cent of
il Nadu, 67 per cent of West Bengal and 3.6 per cent of Madhya
lesh. The gross per capita output of industry in Orissa in 1978-79 was
323 as against Rs. 679 for the country as a whole. The per capita value
d by manufacture in the same year stood at Rs. 73 in Orissa as against
146 for the entire country. In order to bring about a visible change in

v~
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determined effort is claimed to have been made in Orissa in the Sixth
Plan period to push up the employment potential of this sector to ten
persons per 1000 population, The number of industries—large, medium,
small and artisan-based—has increased. The Economic Survey, 1988-89
mentions that there are at present 184 large and medium industries,
32,922 small industries and 771,686 artisan-based units in Orissa. The
additional employment opportunities created during 1980-88 works out to
41,466 in large and medium industries and 2:45 lakh in the small-scale
industries. The total of these two figures comes to 286,446.

We may now analyse the impact of this process of industrialisation
on the State. We may start with the employment opportunities created
which was a “‘major objective of the industrial policy’ of the State. The
Sixth Plan of Orissa started with a backlog of unemployment of 22.6 lakhs
and during 1980-85 the addition to the labour force was 9.5 lakhs. This
makes a total of 321 lakhs. To this should be added the likely addition to
the labour force during the first three years of the Seventh Plan, which
would be about six lakhs Therefore, over the period 1980-88, the number
of persons seeking employment opportunities was roughly 38.1 lakh and the
number absorbed by the large, medium and small industries was 286,466.
This comes to at best O per cent over a period of eight years. It follows,
therefore, that only 9 per cent of the unemployed manpower could be
afforded employment .in these three categories of industries between
1980-88. It is difficult to consider this as a remarkable achievement.

The employment opportunities claimed to have been created in
the artisan based sector may be analysed. Though employment is an
important obiective, there is danger in laying exclusive emphasis on an
increase in employment indiscriminately in this sector It may result in
the creation of a host of low productivity jobs in which individuals have
no opportunity of economic advancement. T. S. Papola writes, ®after all,
employment is important because it provides an income to those who
have no other source of income; and employment which does not offer a
minimum level of income may not be worth creating.”’ ® No evidence has
been given in government publications to prove that in Orissathe
employment created for 12.5 lakh persons in these artisan-based
industries during 1980-88 conforms to the criterion laid down by T.S.
Papola. Nor has there been an estimate of the extent of sickness in this
sector. The industries establishsd in the semi-urban and rural areas should

3. T. S. Papola, Rural Industrialisation in India, p. 7
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Iged not merely from the point of view of providing persons with

kind of engagement, but also frem the stand-point of their
ictivity, competitive strength, self-sustaining ability and spread-
; or the Keynesian multiplier effect.

The impact of these trends on the development of industries in
a was very unfavourable, leading to a situation more dismal at the
f the Sixth Plan than was the case in 1978-79. The Annual Survey
dustries, 1984-85 reveals that the number of persons employed per
population in the industrial sector of the State came down to 3.7 at
nd of the Sixth Plan from the level of 4.5 attained in 1978-79. In
of all the funfare about creation of additional employment avenues,
ict Temains that one of the important objectives of the Sixth Plan
. pushing up industrial employment to 10 persons per 1000 population
not realised. And the most distressing fact is that there was
gression in this regard.

One does not also find any redeeming featurs 1n the growth
dustrial output in the State during the period under review.
a’s share in the industrial production of the country was 1.6 per cent
78-79; it came down to 1.5 per cent in 1985. The value added by
facture in the State was Rs. 2429 crores in 1979-80, which decreased
. 232.58 in 1984.85 even though fized capital employed was more than
imes larger in amount. The value added per capita went up from
3 in 1979-80 to Rs. 82.7 in 1984.85 at current prices, but at constant
s it would be much lower. The contribution of the secondary sector
e State income in the eighties in Orissa has been lower on an average
ared to that in the seventies. The secondary sector includes ‘industry’
 with other items like electricity, construction, hotel, gas, water-
ly and the like, If the manufacturing sector istaken out of this
p and its contribution to State income alone is considered, we get the

declining trend in the eighties compared to the seventies. The
ufacturing sector of Orissa in the seventies contributed about 8 per
to the State income; it decreased, on an average, to 6.9 per cent
annum during the sixth plan period and further declined to 5.8 per
in 1986-87 (at constant prices). The annual compound growth rate at
bant prices of the State’s manufacturing sector between 1970-71 to
-87 was only 0.6 per cent which was the lowest among the major 17

es in the country. These figures are available from the Central
istical Organisation.

These hard facts relating to the industrial development in Orissa
counter to the hishepitched: commendation of the Planning and
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Co-ordination Department about the growth of this sector during the
period under review. In the Seventh Plan (Draft) of Orissa, the
achievement of the industrial sector has been acclaimed as “undoubtedly
splendid if not phenomenal”” The same document mentions, “the
industrial policy of the State Government in the Sixth Plan has succeeded
in building up the tempo of industrialisation which would be continued
in the Seventh Plan.” Facts do not bear testimony to these official
appraisals, The data furnished by government reveal that there has been
a downward movement of all the reIevapt indicators of industrial progress
except the number of industrial units created. And it is the latter that
has been taken probably as the touchstone of industrial growth in
Orissa at the government level, contrary to all expectations. Multiplication
of industries is not likely to léad to healthy growth of the same if, as
businessmen complain, the industries are “already suffering from
limitations of infrastructure and market.?’ They have categorically said
that “the acute power shortage should get priority attention,” As Prof.
H. G. Aubrey has said, ““it is therefore desirable (in such a situation) to
concentrate on such specifics in preference to the elusive concept of
climate.’”’ Instead of following such advice, the industrial policy of the
State rests on only giving subsidies and concessions for attracting
entrepreneurs to start industrial ventures. Monetary incentives cannot
make up for poverty of infrastructure and market and shortage of power.
So long as the level of income in the rural sector remains depressed, there
is very small possibility of healthy industrial ‘growth in a State where 88
per cent live in villages and agriculture contributes 60 per cent of the
State domestic product. This is what Dr. A. M. Khusro implies when he

writes, ““intersectoral dependence is an established fact and one sector
cannot grow until the other grows.” ¢

Conclusion

Economic growth in Orissa during 1980.88 is characterised by
disturbing features in important respects. The -compound growth rate of
the State income during this period has been the same as in the decade
praceding it. The compound growth rate of foodgrains production and that
of the manufacturing sector have a shocking similarity, as both are less
than one per cent, The compound growth rate of the State income during
the sixth plan period was less than the corresponding figure for the
previous two decades, All these crippling trends have nradiresd am 3o
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srowth of unemployment in the eighties in Orissa is more than double
, corresponding rate in the seventies. Increase in educated unemploy-
1t in 1986-87 compared to the position in 1980 has been of the order of
percent, The downward trend of all these relevent economic indicators
st have pushed up the percentage of people below the poverty line
tead of decreasing it as claimed by government. These alarming trends
rrant a serious rethinking on the process of planning in Orissa. One is
ced by these depressing indicators to believe that our cherished goals
re turned out to be remote dreams. The apprehension of these trends
\tinuing in the future appears real on account of the fact that all our
ns are only different versions of the same thing, This should remind us
Sri Arthur Lewis’ remark that *‘the secret of successful planning lies
re in sensible politics and good public administration.’”” The
‘her of our planned economy had also prophesied : “‘Planning by itself
s little meaning and need not necessarily lead to good results. Every-
ing depends on the controlling authority as well as of course on the

,wvernment behind it.”’*®
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Economic Development

and Environment
(Mangaraj Lecture)

Prof. Baidyanath Misra

Of the many objectives of economic development, creation of
tional employment opportunities and abolition of poverty have
med greater importance in recent years. Poverty and un-employment
2 created a  great deal of social tension and therefore planners
> naturally thought it necessary to direct their attention to reorient
economy so a8 to reduce these two maladies as far as possible and
on as possible, In addition, some attention is also devoted to provide
e social amenities like drinking water, public health, literacy and such
r basic necessities of life alongwith increased rate of growth of
onal income. These are primary objectives of planning and necessarily
1 emphasis in the context of economic development.

Though during the last four decades of planning a lot of changes
> taken place in the society, poverty and un-employment continue to
ue the economy. According to the Planning. Commission the extent
overty comes to about 309 of the total population, But the Planning
mission’s definition of poverty istoo narrow to measure poverty in
true sense of the term. In case of Planning Commission, the poverty
is determined in terms of calorific value amounting to per-capita
7 consumption of 2400 calories in Rural and 2100 calories in Utban
s. But if we take balanced mix of calories from different sources
luding even clothing, housing etc.) instead of aggregate calorific value,
| of poverty will be much higher.! According to the Indian Council
edical Research, the consumption standard of an average Indian
t i3 very low in relation to nutritional requirements. In particular the
ein intake is about one third of requirement.? As such, eradication

verty has toassume first priority in the development of the
omy.

When we cometo unemployment we are in a blind alley.
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 though these figures are far from accurate. According to the
ning Commission at the beginning of the year 1990-91, about 16
on persons, 10 million in Rural areas and 6 million in Urban areas, are
nated to be un-empleyed (on weekly status basis). Of these 12 million
males and 4 millon are females. Another 12 million are estimated
rely under-employed. Thus the back-log of un-employment could be
n to be around 28 million. Labour force is projected to grow by 37
ion during 1990-95 and another 41 million during 1995-2(00. If
loyment could increase at a rate of over 49, per annum between
-05 and over 3% per annum between 1995-2000, we may reach the
of full employment by 2000, Thus, the total number of persons
jiring emploment would be 65 million during 1990-95 and 106 million
- the decade 1990-2000.° ) '

But the past trends do not justify such a high rate of growth in
loyment. During the seventies and eighties, employment has increased
n average rate of two per cent per annum, but only around 1-55%
ing the recent years. A one per cent growth in G. D. P.was
ympanied by 0.6 per cent growth in employment during 1972-73/
7-78, this, figure continued to be reasonably high at 0.55 during the
t five years 1077-78/1983; but steeply declined to 0-38 during 1983/
7.88. If this trend continues or even this ratio is maintained at the
»] observed in the recent past, the rate of G. D, P. growth required to
jeve full employment in the proximate future would have to be
calistically high, 105% per annum to achieve the goal by 1995 and 8
cent if it is set  for 2000 A. D. All this implies that the pattern of
wth would need a significant restructuring witha veiw to raising its
ployment content.*

Further though economic growth has substantially increased the
duction of steel, cement, power, consumer durables etc., economic
veloﬁment‘. has succeeded in driving a large wedge between different
ments of Indian Society. What is most distressing is that the gap
‘ween the urban and rural areas has increased in recent years. Early in
» 1950s, when the raral population was more than 80% of the total
sulation of the country, the share of the rural sector was less than

/o of the National Income. Consequently per capita income in the rural
tor was a little over one-half of its level in the urban sector. By the
ddle of the 1980s, a rough estimate suggests that the percentage share

the rural sector was perhaps only a little overe one-half of the national
S o g e By e gl al e D a et srawn-miich fadter than

5%
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1ce the share of the rural sector has remained close to four-fifths of the
al population, per capita income in this sector appears to have declined
less than one-third of the level in the urban sector. The per-capita
ome in the rural sector has risen by less than 309 over this entire
riod, while ver capita income in the urban sector has risen by more
an 135 per cent.?

The disparity between various expenditure classes—ranging from
er capita monthly expenditure of Rs.30/- at the lowest end of the
le to Rs. 300/- at the highest is phenomenal. As far as expenditure on
reals is concerned, the difference is 4-5 times, foxfood as a whole it is
times, in the case of non-food items, itis 40 times. The disparity in
penditure on footwear is staggering, 392 times.®* Consistent with these
ring disparities, we find that the share of the botton 10% of families
s plummeted from 2-5 percent in 1961 to 0-1% in 1981.7 This decline may

attributed largely to the phenomenal rise in prices. But whatever the
son might be, the poor have suffered more than the rich.

Apart from these economic disparities, the deficiency in social
enities is also staggering. According to the 1981 Census 339 of our
useholds do not have any literate member, 62% do not have access to
e drinking water and 74% have no electricity. The child mortality rate
152 per thousand live births (1987). All this implies that economic
owth has not been. able to bring about any improvement in the level of
or nor any significant social transformation.

In the context of such colossal poverty, staggering unemployment
d glaring disparity both in economic and social services among
fferent sections of the community, should we attach any importance to
e improvement of environment ? Many economists assert that poverty
d environment cannot go together. Our first priority is economic
velopment: Maintenance of Ecology is a luzxury for a poor country. On
e other hand, environmentalists point out that sound ecology is gocd
onomics and what ‘they mean is that unless environment is protected,
t only will there be destruction and/or mis-utilisation of scarce natural
sources but also deterioration in health and well being of the people
a country. The danger is more so in a developing country where the
yareness regarding the protection of environment is almost absent. The
1kage between environment and economic growth can be seenfrom the
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Vlismanagement of Agriculture :

The most important sectqr in India in providing food, fodder
other livelihoods is agriculture including fisheries, forest and animal
andry. Agriculture in the broad sense is dependent on environment

ts sustenance. Because of mismanagement of Agriculture there has
1 a great-deal of waste of natural resources.

Between 100 million to 150 million hectares of India’s land area is
rapidly turning barren and 1 million hectares of crop-lands and
grazing lands are badly affected. We have failed to pay sufficient
attention for the maintenance of land as a result of which the bulk
of our non-renewable and limited land resources suffers serious, and
in many cases, irretrievable depletion and degradation. The per
capita availability of agricultural land which stood at 0:48 hectare
in1951 will be reduced to 0.14 hectare in 2000 A.D.. Such

depletion and degradation will inflict great damage on our soil
resources.

Of the 67 mh. which are officially notified as ‘Forest lands’, not
more than around 28 mh. possess good natural forests (with a crown
cover of at least 409,). ‘Such forests are being lost at the rate of
at least 1'5 mh. per annum. Since independence about 4.3 mh.
are lost on account of irrigation projects, industries and power
projects only. Other reasons which cause the loss of forests
are extensive felling of trees for fuel wood, economic requirements
which necessitate exploitation of the forests for profit, shifting
cultivation and other unscientific and inappropriate agricultural/
horticultural practices resulting from growing food requirements of
the hungry millions, Indiscriminate mining activity has also
destroyed several million hectares of good crop and forest lands.
Besides, the reckless discharge of industrial wastes and atmospheric
pollution are also damaging extensive forest areas.

Forest not only provide us with our basic needs of life like
food and shelter, but also influence the environment. They
supply clean air by absorbing carbon di-oxide and other harmful
gases which are by-products of industrialisation. These forests
work like speed breakers to the surface run off and absorb the
water to be released later on in the form of streams. It is estimated
that the country’s total precipitation in the normal monsoon
canditions works out to 400 mh. metres. Qut of this only 150 mh,

¢
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ground water which is used for irrigation and drinking phrposes all
through out the year. The loss on account of surface run off comes
to about 180 mh. metres and therefore .it is that forest cover ina
water-shed which is the cheapest and best method of water storage
in space in a country where the whole economy revolves around the
monsecn.® In addition because of deforestation, ground water table
in many places is going down leaving the poor person’s dugwell
high and dry. In many other places the water table is going up
creating serious problems of water logging.

ii) Although very large investments have been made on big irrigation
projects, their productivity continues to be extremely low. Vohra
points out several constraints in big dams,'® Firstly there is a big
gap between the gross irrigation potential and the potential which
is actually utilised. This gap comes to almost 25% of the potential
created. It may be mentioned here, the cost of creation of irrigation
potential which was around Rs. 1200 per gross hectare in the fivst
plan has come to about Rs.40,000 at present. What a huge wastage
of resources due to the gap in the potential created and the actual
atilised ! Secondly, even the productivity of the utilised potential
is no more than around one-third of what can be achieved through
improved arrangements, for the distribution and application of
water tbrough field channels, control devices, land levelling,
drainage etc. Thirdly, due to lack nf drainage, the menace of water~
logging (and consequent galinisation of the soil) has already affected
at least 13 mh. of good agricultural lands and threatens many more.
Fourthly, due to extensive denudation and soil erosion, the
siltation of reservoires which represent a highly valuable of
irreplaceable potential for irrigation, power and flood control is
taking place at much higher rates than was envisaged. It is
understood that on an average, every hectare loses 20 tonnes of top

. soil a year. Fifthly, the tlocd-prone area has doubled over the last
ten years from 20 million to 40 million hectares. And millions of
people have been displaced and uprocted.

One example can show how big dams can cause disaster. The
Sardar Sarovar Project (8, S. P) alongwith Narmada Sagar dam is
estimated to irrigate 1.8 million hectares thereby raising agricultural
output. It will also generate about 300 M. W. of power. But the cost
in terms of land, forests and humwan misery is enormous. The S. S. P.
“will submerge 40,000 hectares of lard (including forests) and sub-merge
el Lalitants of 245 villages with a _popu‘!ation of some 90,000 people.
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: of these (about 70%) are tribals. Ay one enviroamentalist
it, there is a powerful coalition of rich farmers, industrialists and
ractors wanting the dam more than anything else, to enhance
s own coffers. The estimates of benefit made by irrigation engineers
. to be on the higher side. It is claimed that the dam would solve
perennial drinking water needs - of drought prone areas of Gujarat,
iding Kutch and Saurashtra. But it is found that only 11% of the
r of S.S. P. would actually go to desert or drought-prone .areas,
too after 20 years. Seventytwo per cent of the designated command
ctually in the rich. Central Plains which are well endowed with
r. Again, the World Bank has now discovered that the area
ally fit for irrigation has been overestimated by 23%. If the benefit
ratio is taken into account, the project is economically unviable.

This shows that canal irrigation instead of becoming a blessing
turned into a curse and allows our renewable resources of water to
age our non-renewable resources of land. In fact irrigation of power
ects have given birth to powerful engineering interests (which
ude equipment manufacturers and contractors) backed by decision
ers who have more than the public interest in view while conceiving
he expenditure intensive projects. !* As Simon Kuznets has pointed

the development sequence goes from science to technology to engi-
ring.

The Green Revolution which has increased the productivity of
land to a great extent in Punjab, Haryana and Western U. P.
pulls out more plant nutrients from the soil than its put back.
In these parts of the country deficiencies of plant nutrients in the
seil is the highest. Many farmers have already started applying
zinc. : :

In addition, because of application of pesticides in high yielding
iettes the air, water and soil are polluted which threaten the
lihood of rural people. These agricultural chemicals leave behind
idues in food and produce ill effects when the concentration exceeds
fe tolerable level. The International Development Research Centre
tawa) bas claimed that every year about 10,000 people die and
ther 4,00,000 suffer from various effects of pesticides poisoning in
- developing countries. And India accounts about one-third of pesti-
e poisoning in the Third World. Even though the coverage of crops
pesticides, in India is barely 25% of total cultivated land, the
idue problem has become quite alarming. According to a report of

23]
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’

WHO of the U. N. the level of chlorinated pesticides intake is higher
among Indians than among people of other countries,

A good ‘amount of pesticides residue has been reported in
various food commodities like wheat, rice, groundnut, fish, meat,
butter, ghee and cheese. An average Indian’s daily diet contains about
0.27 mg. of D, D. T. and the level of accumulated D, D. T. in the body
tissue of an average Indian is the highest'in the wor!d. Several caces
of pesticide poisoning have been reported in different parts of India
not only among human beings, but also among different types of animals.
These have caused deaths for some and fatal diseases for many., Two
examples will be sufficient to illustrate the point. In a small village of
Basti district of Uttar Pradesh (Raipura), 150 people of a wedding party
died recently by taking some delicacies made of wheat contaminated
by pesiticides. Cases of blindness, cancer, deformities and diseases of
liver and nervous system have been noticed in cotton growing districts
of Maharashtra & Andhra Pradesh due to excessive use of pesticides.
These two examples are sufficient to show the danger of unchecked
use of pesticides in Indian agriculture.

All this shows that modern .agriculture heavily dependent on

fossil fuels, borrowed capital and chemical fertilisers and pesticides
decrease soil productivity, deteriorates environmental quality, reduces
profitability and threatens human and animal wealth. That is why some
of the economists in the U.S. A have argued in favour of sustainable
‘agriculture which emphasises (a) rotation of crops (b) application of cTop
residues“, manures & other organic materials to the soil, and (c) integrated
pest management which may involve disease resistand crop varieties &
biological controls etc, Though organic farms have lower crop yield than
the conventional farms, their operating costs were lower by about the
same cash equivalent, As a result, the net incomes from crop production
on the two types of farms were about equal every year. Furter organic
farms have two more advantages. First, it provides healthy soil which is
a hospitable world for growth. Air circulates through it freely and it
,'rvetains moisture long after a rain. Second, the cultivation of legumes fizes
_nitrogen in the soil and thus increases soil productivity. It follows from
this that biology and ecology rather _than chemistry &
technology, should govern agriculture so as to prevent ecologicat
degradation.’

(2) lndustrial Pollution;

: In big industrial cities, pollution has struck like a plague, causing
large-scale destruction of health, wealth and life. Fresh air is almost nofi



.nt. All water resources have turned poisonous. Smoke from factories
chicles and dust from roads threaten not only human life but also
1 life. In the interest of health, the quantum of dust, smoke,
ndioxide, carbon-monoxid e, oxides of nitrogen, sulphur dioxide,
n the air must not cross certain specified limits, But modern
trialisation has caused these pollutants to cross their respective
hold limits. For example on an average 15 to 20 tonnes of dusts get
sited from ambient air every month in Jharia per square kilometer
ng respiratory diseases. In fact, the threshold limit for such dust
sjts is only 10 tonnes in the scale. While the suspended dust
entration in air should not exceed 75 microgram per cubic metre in
2, it is observed to be as high as 600 to 700. In Bombay’s industrial
rias of Lalbaug and Clembur, the air people breathe is so permeated
, industrial fumea that the local incidence of respiratory disease 15
1 more than that of Bombay as a whole.

Seventy per cent of all the available water in India is polluted.
1 the high altitude lakes are dying because of pollution. The water of
eacred Ganga is so polluted that it is not even safe for bathing. Over
 large & medium industries are located in the banks of Ganga.
sents and waste from these industries run right into the,sacred river.
¢t from this, thousands of drains and swerages carrying human and
nal wastes run into the river. It is not only Ganga, most of the
rs & lakes in India are now polluted. It has been reported recently
. water bas turned red in wells as deep as 20 to 30 min around Kutch
jujarat where lakhs of saries are dyed each day. High concentration of
ride in water in some locations of Gujarat is seriously affecting the

es of inhabitants.

The villages surrourding the two industrial estates near
lerabad relive the Bhopal nightmares all through the year. The stench
naticg trom the giant Voltas pesticides unit is so nauseating that
pls in the neighbourhood find it impossible to live there. The water of
two fresh water rivulets that exist nearby is so black that it could as
| be used to tan leather. Now Polluted water is found at a depth of
0 metres on both sides. A family health survey and medical check up
ried out by a team of professionals show frightening results (The total
ages surveyed-4, Total population 2082, Registered 1682, Examined 942.
rerage morbidity : 83%. This was reflected highest in : Respiratory
eases 196, Digestive disorders 115, skin diseases 111). No person in

the 14 villages in the neighbourhood of the rivulets has been able to
v . AT S T, e | N arimal 6razes neatby.
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ird flies over there. Many other industrially induced diseases like
nchites, eye burning, gastro-intestinal disorders, cancer etc. are found
he villages surrounding the two industrial estates, Even babies
uently turn blue at night due to 1ack of oxygen in the bad air. Of
rse, there are no longer any fish in the rivers. The pollutants have
y scoped into fresh water tanks & undermined livelihoods.

The smoke in the factories in industrial areas ise increasing
bondioxide content in the atmosphere. It is anticipated "that in the
5 centuries ahead, temperature of earth may rise by 6° C. According to
. estimate, the earth’a temperature has risen 2.5°C since 1850 but now
rising 0.2° to 0.5° every decade. The increase in carbondioxide will
ke the earth more humid, forest land to shrink and sea levels to rise.
rth and south poles may slowly melt away increasing the frequency of
ds. Tt is estimated that the quantum of carbondioxide in atmosphere

increased by 10%. since 1890.

hers :

A number of other illustrations can be cited to show show economic
yelopment has created disaster in different parts of the country. We
e mostly given illustrations from India and that of consequences
sing from economic develcoment. A large number of countries face the
ne problem, In addition to economic development, other factors like war,

spill etc. have added fuel to the fire. But since we are concerned
th the linkage between economic development and environment, we
e not taken other factors into account even though the present
itern of economic development in many cases leads to war in search
markets, The conclusions that we derive from the above analysis are
follows:

(i) Air, soil, water and forest resources ate the basic components
the biosphere which sustain life on this planet and as one of the
>cies we have no right to irreversibly degrade them.

(ii) In the process of development, air, soil and water have been
luted and the rate of pollution is increasing decade by decade, Forest
ources have been depleted to a considerable extent and the process
depletion is increasing year by year. ‘

(iii) The global average temperatur e has gone up by 0.5° C since
> industrial revolution. Atmosphere carbondioxide has increased by
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| housa gases have shot up too. And if carbon dioxide reaches twice
se-industrial level (which could bappen by 2030) global temperatyre
| be 1.5°C to 4° C higher than those to-day. The effect of such rise

4 be catastrophic.

Does it -mean that we should sacrifice economic development
e interest of ecology ? No, certainly not. We have to understand
misutilisation of land, water and forest resources has directly
ributed to immiseration. No economy can thrive with 30 to 50
cent of its land area degraded & laid waste, soil fertility steadily
ning due to unchecked erosion & non-replenish of organic
.er, forest resources destroyed without any other cheap and viable
itute, exhaustion of raw materials and energy resources due to the
nited craze for technology driven industrialism, pollution of air
water, contamination of food by pesticides and chemicals and above
the “green-house effect i.e. the slow and steady warming up of the
> if allowed to take hold,

As pointed out in *‘Our Common Future”’, the environment
vhere we live, and development is what we all do in attempting to
rove our lot within that abode. The two are inseparable. There is
» link between poverty, inequality and environment degradation. It
riminal tosay that poor countries can not afford environmental
ection; inevitably the poorer countries suffer more from environ-
tal damage from soil erosion, from floods, from polluted water and

from the searing heat of shadeless plains, from crop failures caused
pests, etc. What is needed now is a new era of economic growth—
vth that is forceful and at the same time socially and environmen-
y sustainable,

As pointed out by Holkar, the key concept which should guide
thinking about development and the: environment is ‘Carrying
city’.'*  The Club of Reme'and Prof. Schumacher have brought an
reness that growth may not have  an ever rising curve, the resources
te, that Jand is finite. They argue that growth patterns must change
‘take into account the basic limits imposed by our environment. We
11d not make heavy demands on the environment. If we take out more
n we put back in, we may, for a short while, live better. But supply is
infinitely elastic, forests will disappear, oil is used up, oceans fished

, the air unbreathable, the water undrinkable & so no. We discuss
ut war and peace. since modern war means total destruction of human
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increasing human suffering and inevitable halt of human progress. Thus
sustainable use of the earth and its resources is in this sense
critical issue today and is the starting point of economic and social

reorganisation.,

4. A Few Guidelines for Change :

It is not possible at this stage to indicate the pattern of
economic and soical change that will reduce poverty, increase employment
opportunities, improve the standard of living of the poor, bridge the gap
between the poor and rich and improve the social amenities so that people
can live a heathy life and at the same time maintain an ecological balance.
It is a topic by itself and needs a detailed analysis. " 'We can only mention
a few guidelines for changing the pattern of development. They are as
follows.

(i) Economic Development does not mean control of nature. It
means living with nature. It may be interesting to know that green plants
are producing 1,30,000 million tons of sugar in one year without consuming
stored resources or polluting the atmosphere. If we produce the same
amount of steel or cement we will have to consume vast resources of
mineral oil and coal for energy and liberating huge amount of - pollutions.
And these oil and coals are also plant products stored by them million
years back. Dr. Frank B. Goilley of Georgia has estimated that all plants
of the earth produce about 1438 million metric tons of biomass. This
means, instead of destroying nature, we should judiciously use nature to
produce goods and services to sustain life on earth.

(i) Immediate steps should also be taken for reducing effluent
discharges and other degrading changes from the present . activities
(prevention and control). The obvious case would be to tax industries that
cause severe damage to the environment, especially if expenditure has to
be incirred to reduce this environmental damage. But the influence of
taxation policy on the environment need not always be negative. There is
a strong case for tax concessions to industries that do not have an adverse
effect on the environment, Other direct measures may also be taken for
this purpose. But the main idea is that pollution has to be controlled to
imprgve the quality of life.

(iii) Actions will also have to be taken for introduction of new
technologies which will have much lesser environmental changes. This
implies that the promotion of knowledge based industries rather than
resource consuming industries is the viable alternative. The craze for
increasing wants in the name of development has endangered our planet,
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hfor every one’s need, but not
is controlled, we shall not
d social changes needed to

Gandhiji $aid, the earth has enoug
ugh for every one’s greed. Unless this greed
\ble to undertake the extensive economic an
rect the course of development.
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Sectoral Changes in India
During the Plan Period

S. K. Palit

The annex to this note would indicate the sectoral changes in
e Five Year Plans from the First Five Year Plan to-the Seventh Plan.
his has been given in terms of financial outlay and the figures in bracket
dicate the inter-se proportion in the outlay with reference to the
gregate outlay for the Five Year Plan.

It is also possible to analyse the changes in terms of primary,
ortiary and service sectors over the Seven Five Year Plans. But in the
resent brief note an attempt has been made to indicate the sectors in
,rms of the nature of economic activity, namely, agriculture, industry

tc.

An analysis of the trend in the sectoral changes or attempting an
rterpretation of the same from statistical statement of financial outlays
as its own limitations. In the first place, it indicates public sector
utlay without refe rence to the investments in the private sector during
he corresponding period. Thus the aggregate _impact ir respect of the
conomic activities relating to that sector-cannot be assessed from the
yublic sector outlay as given in the annex. Employment generation,
nultiplier effect and other economic consequences are the result of the
ggregate investment in a particular period. They also depend on certain
nacro-assumptions about investment-income ratio, capital-output ratio
stc, Since these figures are not readily available I have indicated the
yublished figures of the Planning Commission relating to the public sector
yutlay. The second limitation of an analysis based on such an abstract
statement is statistical in nature. For example, during the First Five Year
Plan, 15 per cent of the total outlay was on agriculture and community
levelopment. During the Seventh Five Year Plan 13 per cent of the total
plan outlay was on agriculture and allied sectors (in this case, allied
sectors include rural development and special area programme in’
addition to agriculture). But when viewed in absolute terms, the total
financial outlay in the Seventh Plan is more than 35 times the total outlay
in the First Five Year Plan in agriculture. This is on account of the
o Tk tlom oens b o1an autlay in 1956 was Rs, 2356 crores as against
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otal plan outlay of Rs. 180,000 crores during thez Szventh Five Year
A scientific comparison should imply deflating these figuresto a
on index so that one rupee of 1951 can be compared to a rupee spent
81,

Notwithstanding the above limitations, one can easily discern
t in emphasis towards irrigation and power sector over the Seven
Year Plans as much as to transport, communications. Agriculture
lso received higher larger share in absolute terms if not in percen-

Ultimately one has to look beyond the arithmetic and the
stics of financial outlay and discern if there is a strategy underlying
; if the strategy has undergone a change in emphasis over the years.

The First Five Year Plan was mostly crisis management of an

my recovering from the after effects of partition and organising
nning machinery. These were the days when food ships were impor-
a large part of our requirements of food grains from abroad and
ere still depending on sterling balance. The Planning Commission
eing organised. By 1956 the Mahalanobis plan had taken shape, the
1ing Commission was talking in terms of the technical jargons like
Capital-output ratio and such other tools of modern planning in a
loping economy. During the Third Five Year Plan it was obvious
notwithstanding the emphasis on heavy machine-building capacity,
y industry, big power projects and dams, the rural and agrarian
ture of the country remains the same and food production needs
priority. By 1965.66 the miracle paddy I. R.8, the Taichung high
ing variety of exotic seeds had made their appearance. Thus after
or three bad drought years followed by rolling plans, by 1970-71,
arted talking of green revolution because of the enormous success
e rice varieties in certain pockets in the country and the Mexican
t in Punjab and Haryana. In the next five years’ time, it was
sed that although our achievement was spectacular, the variety of
climatic conditions in a continental economy like that of India,
annot think of a uniform rate of success in increasing productivity
griculture. Besides, certain degree of inequality was an indirect
quence of the green revolution as the capacity ' for inputs differed.
he absence of Land Reforms, a large section of people below the
vty line continued in their present state of subsistence farmers
ndless labourers. Thus instead 0f a break-through which we were
ns for and take off of the economy into self-senerating. self-substai-




[ 29 ]

ng growth, we had settled down to alow level equilibrium which
ibraith has described in his book the Age of Uncertainty, as the
uilibrium of poverty, This is not necessarily the classical concept of
nilibrium ina free market economy of perfect competition which is
state of idyllic felicity, where all is for the best in the best of all
ssible words.

Another change in the strategy in 1971 (or even earlier when
ensive rice development districts and blocks were started) was to
ntify high potential areas or a selective approach for implementation

a development programme. It was felt that scarce resources spread
nly over a large area following a rigid schematic pattern does not
ve the desired impact. For example, the T. D. blocks for tribal areas
re substituted by T.D. A for particularly backward areas. There
ye been changes in nomenclature and terminological innovations but
ically the approach was one of providing high thrust with flexibility
programmes in identified areas. This is true in agriculture, ¢tribal
relopment, hill areas development etc.

The experience of planning till 1978-79 indicated that the
a development approach does not necessarily lead to alleviation of
erty of specially deprived, backward communities unless special
grammes are designed for them. Thus started I. R.D. P, N. R. E. P.
lnew JRY and a variety of anti-poverty schemes. It was realised that
percentage of people below the poverty line and the consequent
nomic deprivation, hunger, lack of health-care etc. do not follow
omatically asa consequence of heavy industrialisation or big dams
projects. The rate of growth of an economy, whether 5 or 6 per cent,
o index of the quality of life-of those living below the poverty line.
nt mortality, literacy, medi-care, safe drinking water, minimum
sing and the life expectancy were considered as ‘ indices of develop-
t. From this angle, Kerala and some other foreign countries would
2 higher than some of the more affluent countries. Amartya Sen
done a number of interesting studies on these aspects. But basically,
san antipo-verty programme. The conceptual aspects of programme
the formulation of the same are ultimately academic documents
ss the quality of implementation at field level is taken into consi-
tion. In one of their studies on Green Revolution, some of the
bridge Economists have referred to the chair-borne change agents
Ws, Extention Officers etc) whose access is at the most to roadside
ges. They have formal degrees and are more ar“lculate than some
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yielding seeds, fertilisers and other inputs do not reach the right
place at the right time. But the excercise in top-down targetry brings
out excellent statistical reports for the satisfaction of those for whom
they are intended. The quality of management also refers to inadequate

- management of watet resources ot the power generation capacity. Thus,
higher financial outlay in this sector cannot achieve the objective in
the absence of more effective management and public accountability.

Ultimately, there is no dichotomy between productive capacity
and distributive justice. Thirty years back, thisused to be a common
question in under graduate economics. This does not have relevance
when one considers that income generation and creation of productive
assets are really different aspects of social welfare and poverty

alleviation.

Gunnar Myrdal in bis s Asian Drama’ has veferred to the back-
wash effect as compared to the multiplier effect. This is well illustrated
by the fact that Eastern India having some of the heaviest industries,
rich mineral deposits, does not compare favourably with Punjab and
Haryana where medium and small units and agricultural productivity
have taken economic prosperity to the door steps of larger section of the

community-

In the ultimate analysis, economics in a developing country is not
an excercise in linear programming, econometric model building where
human problems can be solved in a series of simultaneous equations
through Computers. There are socio-political parameters in the decision
making process including intersectoral allocation of scarce resources.
‘There are DO independent yariables in the develcpment of a subsistence
sconomy. Most variables are interdependent, some are not quantifiable.
Viewed from this angle, it would be more appropriate to remember that
Adam Smith while writing his “\Wealth of Nations’ held the chair of
moral pbiloEOphy in the Glasgow Uhniversity, Alfred Marshall wrote his
famous treaties on Political Economy. Pigou followed by a hoset of others
wrote on welfare economics. The current scenario in a developing

- economy like that of India 13 more akin to the largeit dimensions men-

tioned above.

2,



Growth of

Informal Sector in India
A Speculative Argument

Dr. Kishor Ch. Samal

The very concept of informal sector assumes a dualism in the
onomy. Generally economic development based on large-scale and capital
tensive technique fails to generate adequate employment and income
portunities in the modern formal sector. As a result, the surplus labour
rable to get absorbed in the formal sector has been forced to find
sown source of employment and livelihood in a variety of productive
tivities which are designated as informal, murky, grey, petty producing
icro-business, small-capitalist, marginal sector and so on.

It is generally assumed that the informal sector units are able to
bsist and expand in spite of hostile environment and factor and product
irket imperfections, in which they cperate.

In this paper, we have divided the whole economy of India into
0 sectors—informal and formal. The size criterion is used to bring
stinction between informal and formal sectors. In spite of the difficulties
bringing distinction, the significance of the concept of informal sectar
recognised for various reasons. This paper "proposes a speculative argu-
nt about the growth of informal sector in India, though it bases the
alysis on ‘the result of various field studies including one in Sambalpur
rissa), Part—I analyses the growth of informal sector in urban areas and
rt—II in rural areas in India, Part—III gives the conclusion.

I

Urban Informal Sector

The size of the urban informal sector may be a function of the
> of the urban centre, The urban size class hypothesis can be tested in
ect as well as in an indirect way. There are some speculative arguments
ut the relationship between city size and the informal sector.

There are two main contrasting views on the relationshio between
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veen the two thereby implying that informal sector employment tends
ecline as the size of the city increases (Balsubramanian and Raju: 1986,
hakhs: 1984, Kull: 1984; Richardson: 1984). In contrast, the second view
wmes that informal sector employment tends to increase as the size
he city expands, thus establishing a positive correlation between
.size and informal sector (Hilhorst : 1984, Kundu and Mathur :

1),

But no paper has identitied informal sector with a clearcut
erion. And except Kull, all have come to conclusions with the specu-
ve arguments, In view of this, in our study on a small city of Orissa,

have, first, attemted to identify the informal sector. We have
sured the city-size in terms of population and have identified the

yrmal sector by the size criterion.

pirical Definition/Size Criteria

In some of the empirical studies and other theoretical papersin
| outside India, efforts have been made to demarcate the informal
tor from the formal sector and estimate the size of the informal sector.
ot of these studies followed one or other criteria such as type of
‘king class, types of occupation, the size of the firm, income, place of
rk etc., or combination of more than one criterion,

At the outset, in our study on Sambalpur we recognise the
ferentiation within the informal sector and hence suggest different
sectors[structures. We also believe in further classification of these
.eectors. To us, the first order condition for a unit in any sub-sector
be in informal sector must satisfy the size criteria witha cut-off point
10 workers including owner-cperator, unpaid family labourers and
val workers. The simultaneous employment of more labourers requires a
ger amount of capital, which in consequence determine the form in
sch the owner takes part directly in the working of the unit below this
e (size of 10); and above this size, he may cease to have direct partici-

‘ion in the enterprise and may remain absent from the unit having no

rsonal relationship with the employees. So, we can safely assume that
enterprise employing more than 10 workers usually requires a greater
ount of managerial ski liand capital.

The second order condition is the observance of some features
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relationship with its employees and customers, (iv) determination of wage
on the basis of bargaining between the employer and employees and
(v) existence of two modes of production. viz : (a) petty modes of produc-
tion where means of production are owned by those who work with these
and (b) simple or small capitalist mode of production, where there are
wage labourers but comparatively in small numbers in the unit owned by
the master-capitalist. (Samal: 1990b).It is obvious that all the units in the
public sector, irrespective of their size are excluded from informal sector,
Informal sector may further be classified as (i) Micro-business, (ii) Petty
producer and (iii) Small-capitalist producer.

We have taken a small city, Sambalpur in the western part of
Orissa for our study. Its population was, 1,12,645 in 1981 against
€4, 675 in 197L. The total Jabour force was 36,804 in 1981 according to
1681 census.

To estimate the size of the informal sector in the town, we
depend on census data, particularly Establishment Tables and General
Population Tables, Annual Survey of Industries (Orissa) and information
available from the office of the Assistant Labour Commissioner and
District Industries Centre. We relied on primary data collected through
our field study to find out the growth of employment in the informal
sector.

Empirical Result :

According to our calculation for the year 1983-84, the total number
~-of workers employed in the formal manufacturing sector (factory, work-
shop and domestic industry) in Sambalpur Town is approximately 3400.
The employment in trade, commercial and other establishment in the
formal sector in the town is around 5,100. Thus, the total employment in
all establishments in the formal sector is around 8,500 in 1983-84. Our
estimate of total workers for the same year is around 47,000. Therefore,
the total workers including those employed in establishments employing
less than 10 and other non-establiskhment workers ave about 38,5(0 in
1983-84. That is, in Sambalpur town, the informal sector employment js
around 47,000. Thus, about 82 per cent of employment in the town is in
informal sector during the year 1983-84.

The informal sector employment was around 15, 100 out of the
total workers of 19,239 in the town in 1971, Thus, the estimated share of
the informal sector in the labour force of the town was abeut 79 per cent.
Thus, the share of the informal sector employment in the town has
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cased from 79 percent in 1971 to about 82 per cent in 1984, The growth
he informal sector employment, particularly in the five-year period
n 1080-81 to 1984-85 is due to both harizontal as well as vertical

1nsion but mostly owing to new units.

irect Evidence/Other Studies :

‘ Analysing the size of the informal sector employment in diffe-
t towns and cities in India from various studies,we come to the
clusion that the proportion of informal sector employment in
{1 cities and towns in general, is higher than the proportion in
ropolitan cities. A similar type of conculusion is also found in another
dy. According to the study in South Indian cities of one lakh and above
ulation except for capital cities of the Statesof Andhra Pradesh,
‘nataka and Tamil Nadu, population size and the informal sector are

ersely related. (Balasubramanian and Raju : 1986). That is the: South

ian cities with larger population have 'smaller proportion of informal

tor.
The size of informal sector employment in various towns and
ies in India is given in Table-I, which'shows that while informal sector

ployment constitutes more than three-fourths of the urban employ-
nt in small cities and towns, it is around 50 per cent or less in the
tropolitan cities in India.
TABLE-1
Estimated Share of lnformal Sector in
Labour Force in various Cities and Towns,in India.

S.N. ' Cities/Towns. Year Percent
I. Small cities/towns.
1. Sambalpur (Orissa) 1990 81.98
2. Valsad (Gujarat) 1975 75-00
3, Vishakhapatnam
(Andhra Pradesh) 1971 02.99
1I Metropolitan Cities.
1. Ahmedabad 1971 47.00
2. Bombay 1971 49-5/513
'3, Bangalore 1971 40-34
4, Calcutta 1971 50-50
5, Delhi 1971 53-80

Sources : (1) Aziz (1984); (@ Breman (1979); (3) Joshi & Joshi
1074):  (4) Majumdar (1980); (5) Papola (1980); (6) Samal
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Thus, in our empirical study of a small city of the population of
12, 645 (1981), we come to know that as the size of the city (when size
measured in terms of population) increases, the share of informal
ctor employment <in the total labour force increases; establishing the
esis that the city size and the size of the informal sector employment
s a positive correlation due to both horizontal and vertical expansion
the informal sector units.

But when we take the indirect evidence and compare the size of
ormal sector employment of selected small cities/towns with that of
tropolitan cities of India, we find a negative correlation between the
y=-size and the size of the informal sector employment. That is, the size
informal sector in metropolitan cities is lower than that in small cities
d towns. However the information on which the conclusion is drawn is
> much insufficient due to deficiency of data on other small cities and
vns. 3

In spite of these limitations, from our empirical study and the
lirect evidence, we can postulate a hypothesis that in the earlier
ge of development of a city from a very small size to an optimum
el, the size of the informal sector is positively correlated with the
y size; whlie after the optimum level, the two are negatively corre-

ed.

Informal sector employment in developing countries has been
wing faster than formal sector employment and the proportion of
ormal  sector employment in small cities and towns in general, is
her than the proportion in big cities. Assuming that urbanisation
an accompaniment of development and observing that there isan
reasing tendency of growth of the size of urban informal sector in
reloping countries, one can generalise that in the earlier stage of
relopment urban informal sector would grow but in a later stage, a
lining trend may ensure in the share of informal sector. At a high
el of development, there is likely to be a tendency towards substitu-
n of informal sector by formal sector.

In the development process, some sub-sectors in the informal
tor which are Jinked to industrial development will grow at an
reasing rate and others which face stiff competition from formal

tor will grow at a decreasing rate (Samal 1990a). Though there may
comnetitian hotwoon the e cortare Sn rovdatin anbloidan me o1
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or in the informal sector. In most activities, it is more likely that
srowth of formal and informal sectors get linked together.

11

al Informal Sector

In most of the countries, there is rapid growth of rural informal
or (non-farm activities). Along with this trend, a dualism has
eloped in it (Mukhopadhyay : 1986), One is traditional informal sector
sigting of rural artisans and another is modern informal sector
iposed of new units catering to the requirements of the modern agricul-
al development,

A variety of factors have been identified in various studies to
lain  the concentration of rural informal .sector (non—agricultural
ivities) in specific regions (Shukla: 1989, Unni : 199D,

(1) agricu_ltural prosperity
(ii) backward and forward production linkages that the informal

sector has with the agriculture.

(iii) spill.over of rural workers, who are not absorbed fully in

agriculture into non-agricultural activities.

(iv) impetus both from agriculture or outside it.

111

pnclusion :

Thus in the development process in India, there is every possibility
- growth of informal sector in both urban and rural areas. It is possible in
iral areas due to agricultural development in terms of growth of output
d productivity and in urban areas owing to encouragement of sub-
sntracting and ancillarisation of both Central and State Governments.
loreover; the increasing trend of privatisation in India will lead to rising
fractionalizsation” of large scale enterprises under the system of sub-
sntracting. Along with this “noon-lighting’’s “multiple—job holding”
nd “street vending” will proliferate due to galloping inflationary spiral.
11 these factors will help in growth of informal sector.
There is also increasing evidence to show that informal sector

ctivities exist and proliferate not only in developing countries including
e Lo ilem in advanced industrialised capitalist and socialist
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The Trend of Disproportionality
in the Composition of NNDP and NSDP :
A Comparative Analysis

Subash C. Kumar
and
Dr. Kumer B. Das

troduction :

Notable economists like Colin Clark, Fisher, Kuznets Baur and
mey have examined the relationship between sectoral compositions of
economy and the degree of its economic development. Though not
animously agreed, many economists hold the view that the secondary
] tertiary sectors are more productive than the primary sector. The
»ansion of secondary and tertiary sectors would lead to higher rate of
swth of income. Similarly, contradictory views on indicators of
ynomic development and progress are very much apparent among the
ding economists of the world as well as in India. While Simon Kuznets
49) says that “a country experiences development, if its real national
ome rises over the long period’’, Viner (1933) on the other hand gives
phasis on the rise of real per capita income as the true indicator of
relopment and growth. Particularly for underdeveloped countries,
Chandra (1982) holds the view that net domestic product (NDP) is a
sleading indicator if tertiary sector grows rapidly than the other two
tors of the economy. Similarly, Madhusudan Datta (1989) has made a
tinction between Net National Domestic Products (NNDP) and Net
|terigi Products (NMP) and states that NMP is a better indicator of
nomic growth and progress than that of NNDP. Despite the differences
berception on the choice of Indicator, the development of an economy
olves an increase in real national income and inter sectoral changes in

our of secondary and tertiary sectors.

jectives :
This paper attempts to make an empirical exercise to test the

idity of B-M hypothesis and Nagraj’s hypothesis in the context of
gssa’s economic -profile and to gaudge the sectoral growth trends in
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ingful debate on Orissa’s economic performance. It studies the growth
13 and structural changes of NNDP of India in general and Net State
sstic Product (NSDP) of Orissa in particulér. Section—1I of the paper
ines the growth trend of NNDP and NSDP and makes a comparative
g of the sectoral changes in NNDP and NSDP. The Section—11I of the
¢ summarises the findings of the study-.

thodology :

The study is based on the secondary data collected from the
onal Accounts Statistics of different years, published by C. S. O.,
Government of India and revised estimated values for NSDP have
. obtained from the Directorate of Economics and Statistics,
ernment of Orissa. The paper studies the growth trend of NNDP
its sectors from 1950-51 to 1986-87 at 1980-81 base. \Whereas the data
NSDP covers the period from 1950-51 to 1988-89 at 1970-71 prices, we
s estimated both linear and exponential trend lines and growth rates
¢he entire period and for each decade separate'y. The comparison of
omic performance and sectoral con:}positiun of the economy of Orissa
a-vig all India does not  get vitiated by taking two different series.
ther, we purposefully avol

d detailed sectoral disaggregation in order
ocus our attention on comparable sectoral shifts of Orissa with that of

india.
11
ta Analysis: ;
In our attempt to examine the long term trends following Rao
33) and Nagraj (1990) we have estimated the growth rates over the
cessive decades for NNDP and NSDP. The decadal annual average
wth rates of NNDP is found to be the lowest for the decade 1971-80
| the highest for the period 1978-87 (Table-1). Correspondingly the
wth of N3DP of Orissa is found to be the lowest also for the decade
11-80 and the highest for the period 1961-70, It is seen that the growth
o of NSDP has remained consistently below the national decadal

rage annual growth rate.

ble—1 DECADAL ANNUAL GROWTH RATE
Period Orissa India
1951-60 2.62 5,46
1961-70 3.99 8,77
1971-80 1.65 2.74
1980-89 3.17 4.38%

. 1s -afare +a the period 1868-87
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By considering the entire plan period of 39 years for Orissa
7 years for India it is estimated that the growth rates of NSDP and
P are respectively 2.71% and 5.50%. This fact is coroborated by
estimation of linear and exponential trends as represented in
.2, The slope co-efficients of expnonential trend for NNDP and
2 are 0.034 and 0.026 respectively.

Table—2
GROWTH RATE

NNDP NSDP (ORISSA)
(From 1950-51 to 85-87) (From 1950-51 to 88-89)

r Trend : NNDP =28744.7883+2733 3212 x , NSDP=
476.0924 +26 45 %
1ential : NNDP =Ezp (10.5755 +0.0345 % ), NSDP=Exp

| NSDP=2.719%, (6.3306+0.0267 %)
th Rate : NNDP =3.50%,

e : (i) National Accounts Statistics, 1989, 1986-87,
C.S. O.,, Govt, of India. -

(ii) Directorate of Economics ard Statistics, Govt. of Orissa,

Higher rates of growth of both NNDP and NSDP have been
1 by all the three sectors of the economy. There has been differen-
rate of growth among the sectors. The slope co-efficients of
inear trend estimated for all the three sectors over the entire
| for Orissaand Indiaare always positive, The exponential lines
Iso having positive slopes (Table—3). The slope co-efficient is the
t .for the secondary sector of India and for Orissa as well.
spondingly it is also noticed that the growth rates for the primary
s are the Jowest compared to the other two sectors. On the
ary the rate of growth of the secondary sector is the highest at
o for India and 4139, for Orissa. The tertiary sector of the Indian
my is growing at the rate of 4.55% almost in a parallel pace with
of secondary sector. However, the tertiary sector of Orissa is
ng at 350% over the entire period. The growth of secondary
a8 well as  tertiary sector of Orissa stands always at a lower level
that of India. On the otherhand the rate af srawEh af o mwd o e oo
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Table—3
SECTORAL GROWTH

INDIA ORISSA
1950-51 —1986-87 1950-51—1088-89

Linear Trend .

Primary . : 21830.6171+788.0159%x , = 354, 033+14.4704 x
Secondary : 2397.7523 +794.0002x , = 34.8893+3.5487 X
Tertiary : 4778.0856+1142, 9542x , = 82.0315+ 8.3502 X

Exponential Trend

Primary  :Exp (10. 0764+0.0215%) = Exp (60012 + 0.0222x)
Secondary :Exp(8.7151 +0. 0486 %) = Exp (3.7441 + 0.0405x)
Tertiary :Exp (9.2262 +0.0445%) = Exp (4.7537 + 0.0344%)

Growth Rate

Primary : 2178% = 2.246%
Secondary : 4.981% = 4,133%
Tertiary : 4.554% = 3.502%

Source : (i) NAS,C, SO, Govt. of India, 1989, 1986-87.

(ii) Directorate of Economics and Statistics, Government
of Orissa.

While looking at the sectoral shifts & compositions of both NNDP
and NSDP, it is noticed that there is perceptible change and dispropor-
tionality (Table—4), The linear trend of the share of the primary
sector for both India and Orissa registers a declining trend while for
two other sectors there has been a rising trend.
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Table—4
TREND OF SECTORAL SHARES
INDIA _ ORISSA
Linear Trend

mary . 59,705 — 0.6156%
condary . 15.2781 + 0.2807 %
rtiary : 255782 + 0.3172%

Exponential Trend

71.5947 — 0.2995 X%
7.8681 + 0.1165 X
20.5805 + 0.1178 x

imary : Exp (4.1075 — 0.G129%) = Exp (4.2709 — 0.0045 X)
condary : Exp (2.7447 + 0.0141X%) = Exp (20147 + 0.0138 %)
rtiary : Exp (3.2558 + 0.0101 %) = Exp (3.0263+ 0.0075 %)
Growth Rate

imary : —1.286% = —0.446%

condary  : 1.425% = 13909

ertiary : L011% = 0.757%

urce : () NAS, C.S.O., Govt. of India

(ii) Directorate of Economics and Statistics, Government
of Orissa.

The negative slope co-efficient of linear trend of the share of
vimary sector of Orissa is 0.29 and for all India is 0,61. The positive
ope co-efficients of secondary sectors of India and Orissa are respecti-
ly 2807 and .1165, and for the tertiary sectors are 317 and .117, The
xponential trend co-efficients of the primaty sector, therefore, are
egative both for all India and Orissa. But the positive slope of the
xponential trend for both secondary and tertiary sectors of India
re found to be greater than that of Orissa. Similarly, we also find that
he share of primary sector has registered a steady decline for the
ntire period for Orissa and India. The rates of decline are respec-
ively 1.28% and 0.44% while the growth rate of the share of secondary
ector of India is 1.42% and for Orissa 1.39%. Further, the growth
-ate of the share of the tertiary sector of all India is higher than that

f Orissa. '
o III
>onclusion

We may summarise the major findings of the study as follows :
1. The decadal apnual average growth rate of Orissa is always lower

than that of India except for the decade 1961-70 when the growth
L et e 2 @000 ac ~ramrmatred to three other decades.
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During the entire plan period of 37 years, the growth rate .of NNDP
is estimated to be 3.5% and during the entire period of 39 years
the growth rate of NSDP is only 2.71%:

The growth rate of secondary and tertiary sectors of Orissa during
the period under study has remained at a very lower level than the
national scenario However, the growth rate of the primary sector
of Orissa is higher than that of India, It shows that the dominance of
the primary sector in NSDP has not declined to any noticeable
extent,

There bas been perceptible change and disproportionality in the
sectoral composition of NNDP and NSDP. The share of the primary
sector of Orissa had decelerated ata lesser rate and the share of
secondary and tertiary sectors has increased at a lesser rate in
comparison to the all India Jevel.

Our empirical evidence clearly suggests that it is the secondary
sector of Orissa and in all India which has grown at a faster rate and
has contributed proportionately more to NNDP ‘and” NSDP than
the tertiary sectors. Thus, our findings support the findings of Nagraj
(1990) and reject the proposition of Bhattacharya and Mitra (1990).
Brences :

tacharya, B B and Mitra, Arup (1999) Excess Growth of Tertiary
Sector in Indian Economy : Issues and Implicationns : Economsc
and Political Economy, Nov. 3,19¢0.

a, M (1987) : ‘Net Material Product and Net Domestic Product :
Significance of the two concepts for less developed countries ;
Economic and Political Weekly. Jan 3-10, Bombay.

'a, Ashok (1988). ‘Disproportionality and thg service Sector: A
role’, Social Scientist No, 179, April. -

aj, R (1990), Excess Growth of Tertiary Sectors. Economic and
Political Weekly, 2 Feb. Vol. XX VI No. 5.

Growth rate of GDP, 195051 to 87-68 :
Examination of Alternative Hypothesis, Economic and Political
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VKRV (1983) i India’s National Income, 1950-80, Sage Publicatio n,
New Delhi.
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Change in Sectoral Income
Share in Indian Economy—

A Statistical Note
Dr. Jyoti Prakash Patnaik

In figure 1 absolute level of sectoral income has been presented
over time at current prices and in flgure 2 it is depicted at constant
prices. All the three sectors show signs of growth at current prices. But
agricultural sector shows signs of fluctuation at constant prices. It dipped
to the lowest magnitude within the last decade in 1979-80. The service
sector has however, an uninterrupted growth.,

Fig. 3and Fig. 4 present change of sectoral share of income.
Share of agriculture in GDP declined at current and constant prices which
prove Kuznets’ hypothesis in the context of India. The share, however,
increased between 1965-1970-71. at constant prices ravea]mg impact of
Green Revolution._ It dipped in 1979-80 which was bad reinfall year.
Compared to 1950 51, when manufacturing share was 119% only, it
increased at constant prices to 16% in 198l- -82, which is a marginal
increase. The story repeats itself when income share is measured in real
sense. The service sector is booming at current and constant prices.

Trend Analysis :
We fit trend lines by least square methed. This is done at constant
prices and current prices.

Time period [1970-80]

Cbnstani: Prices R?
Eq (1) AlY = 0617 ~ 002 T 083
. t=28235
Eq (2) 1Y = 0-1141 + 0-C058T 075
t = 1.5611
Eq (3) S|Y = 0-02727 + 0°0175T 0-01
t = 32407
where
AlY - Agricultural share of income
I/Y - Industrial share of income
S/Y - Service share of income
T - Time
Degrees of freedom - .9

The null hypotheses are rejected in all the three cases.



_ NATIONAL PRODUCT
Table 167—NATIONAL PRODUCT AT FACTOR COST

(at current prices)

_—

Tters 1050.51 195556 196061 1965-66 1970-71 1975-76 197879 1979.80 1980-81 1981
® P) P) (€

1 2 3 4 5 5 7 3 9 o™ - Al

Gross National Product o136 710 13999  2L866 36,452 66,115 86,816 95023 114,601 1,30,

(GNP) (Rs. Crores)
Net National Product (NNP) 8,812 9,262 13,263 20,637 34,235 62,069 81,123

(Rs. Crores)
Estimated Population (Crores) 35.9 39,3 434

88,372 1,06,539 1,21,

485 541 60.6 64.8 66 3 67.8 ¢

Per Capita Net National 2455 2357 3056 »Nm.m 6328 10242 12519  1,3329 1,5714 1,7

Product (Rupees)
Index Number (1970-71= 100)
GNP... s i S 25.1 26.6 38.4 60.0 1000 1814 238.2 260.7 3144 3

NNP...  --. 25.7 23S 60.3 1000 1813 237.0 258.1 3112 3
Per Capita NNP ... - 38.8 372 483 67.2 1000 1619 197.8 2106 2483 2




$13s17E3 G 30 *33d3(q ‘uorjestuedi() [eO13513BIG [BAUID) : 224108 "$93emigsd u_uw.___d

§EIT LOTT L0  TEI  GPOI 0001 €88 €88 208 9¢ — = JNNeE=nude)

Lhl LS €%l GGET  OLIT  000T geL  80L €8S 68y T T
991 €661 69T  GSET 89T 000 O6L  L69 TLS  6LF v g

(00T=TL-0L6T) I2qunN
(s92dny]) j0npo:

6'61L ¥00L G'c99 8'¢lIL TT99 87¢9 88LG 8856 LLOS 099 JedorjeN 32N e3ide
€69 819 €99 879 909 I'ys S8 yey C6E 6'GE (s2101D) uonyejndod paje
. (521010 *5}

199°60 O06V'Ly  226'€h 9889 PI0'0F  GEB¥E €0I°L2  0S23 €666T  TEL°9T (ANIN) °npoid [euolje)
(s2301D) ) (INE
pzes [0S 200°LF  98€'6v  TLGeF  BEb9E T6L'8Z papce $58°02  69F°LT 39npoad [euoiseN

I 01 6 8 L 9 S 4 € [ 1
© @ @ @
791861 T8-086T O08CL6T 6L-8L6T 9L-SL6T TL-OL6L 99-G96T T9-096T 95-G61 TS 0S61 stnag]

(s9012d T/ —0L6T 3¥)
1SOD ¥OL1DV4 LV 10Nd0dd TVNOILVN—89T 2Iqel



52 ]

—

nt Prices R?

1) AlY - 0.5248 — 0.0183T .0-83
t = 57187

2) 1Y - 0-1248 + 0-0077T 0:90
= 7-8002

3) S/Y - 0-:340 + 0:012T 0:81
: t = 57142

ees of freedom - 8
null hypotheses are rejected in all three cases.
g Kuznets’ Hypothesis

Kuznets had shown through cross-section study that shares of
-ural income . and industrial income have negative and positive
tion with increase in economic development and a mixed relation-
far as service sector is concerned. We seek to prove or disprove
s’ hypothesis empirically through time services study. In the
tion model Y stands for GDP,

ant Prices -

) AlYand Y r = =—09412
) I/Yand Y r = 0-8594
) S/Y and Y T = 0.9367
ees of freedom -y 9.

correlation is statistically significant in all the three cases.

1t Prices

) A/Yand Y T = —08836
) I/Yand Y T = 0-9086
) S/Yand Y r = 0-8777
ces of {reedom - 8. '

orrelation is statistically significant in all the three cases.

Kuznets’ hypothesis 1is proved for agricultural and industrial
on the basis of CSO data. The service sector, however, is
g with economic development. There is no mixed finding,

P




An Economic Analysis of
Intra-Sectoral Utilisation of
Resources InIndian Agriculture
During Plan Periods

Dibakar Naik
And
Rashmi:Ranjan Dhal

Inthe development of Indian Planning, the total utilisation of
sources has increased from 1960 crores to 2,109,180 crores from the first
the sixth five year plan, The total resources have increased to the
tent of 134.69 per cent, 86.45 per cent, 83.98 per cent, 149-87 per cent
d 178.10 per cent respectively during the .second, third, fourth, fifth
d sixth five year plans. In this paper an attempt is made to examine
e following twin areas. '
bjectives :

(i) To examine the inter-sectoral utilisation of resources during
the plan periods in India,

(i) Toanalyse the intra-sectoral absorption of resources in
Indian agriculture during the plan periods.

16 Data :

The data'relating to the total outlay and actual expenditure
ring the plan periods in various sectors as well as different departments
agriculture are collected from the'Indian Agriculture in Brief, published

the Directorate of Economics and Statistics. Ministry of Agriculture,
yvernment of India.

ter-Secter Utilisation of Resources
iring Plan Periods in India

The total expenditure in various sectors during plan periods has
creased from 1960 crores (first plan period) to 1,09,646.20 crores (Sixth
an period) during 1951 to 1985, It was proposed to incur an outlay of
30.000 crores durins the coventh nlan norimad Thoe tatal micklae 2o
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g first and sixthfive year plans. However, its share in the total
nditure has declined from 10,8 per cent (first plan period), to 6.4 per
(sixth plan period) due to allocation of resources for rural develo-
it, land reform and special area programme since fifth plan onwards.
trial sector was given priority during second to fifth plan periods
bing 23 to 24 per cent of the total plan expenditure. However its
2 in the total plan expenditure was reduced and remained at a level
per cent during sixth and seventh plan periods. Science & Technology
e of the new sectors getting importance in absorbing a share to the

it of 1 to 1.5 per cent of the total plan expenditure during recent
1ing process.

1-Sectoral allocation of resources
dian Agriculture :

Indian agriculture which absorbs a major share of the plan outlay,
tra-sectoral outlay is displayed in Table-2. The development of crop
andry was given importance during the fifth plan period recording

per cent of the total plan outlay of the agricultural sector, followed

investment in agricultural financial institution (12,33 per cent),
al area programme (10.66 per cent), animal husbandry and diary (10.37
cent), cooperative (8.90 per cent) and rural development (5.92 per
etc. In the seventh five year plan, rural development was given
 importance by increasing allocation of resources from 5.92 per cent
1 plan) to 38.07 per cent (seventh plan). The shares for crop husbandry
animal husbandry in the plan outlay was reduced from 31.34 per cent
1 plan) to 15.97 per 'cent (seventh plan period) and 10.37 per cent
1 plan) to 4.72 per cent (seventh plan) respectively. The shares for
lopment of forestry and special area programme have increased
ficantly recording 8.15 per cent and 13.73 per cent respectively in the
nth plan peried.

a-Sectoral utilisation of Resources
griculture and its allied sectors :

The intra-sectoral utilisation of resources in agriculture and its
1 sectors is presented in Table-3. Utilisation of resources for crop
andry alone was 19.08 per cent and 29,25 per cent respectively in
th and fifth plan periods of the total expenditure. Then it was
ined to 10.56 per cent in sixth five year plan. The total expenditure
ural development which was 11,82 per cent and 11.04 per cent respec-
ly in fourth and fifth five year plans of the total expenditure in

st L ey el ey v L A e iy 0 Nn e oy S el ) RS e Dk
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during the fifth five year plan received special attention in sixth plan
period and it alone absorbed to the extent of 8.46 per cent of the total
éxpenses incurred in agricultural secter. It is even more than the expenses
incurred in Animal Husbandry, Forestry & Agricultural Marketing.
Fisheries which is one of the important disciplines in agriculture and
pla&s a crucial role in earning foreign exchange absorbed only 3.00 per
cent to 3.23 per cent of the total expenditure during fourth and fifth
plan periods. It was reduced to 1.90 per cent in seventh plan period.
Agricultural marketing is very important in providing storage and a
dependable market support has not received its due share in the process
of planning. Less than one per cent of the total expenses in agricultural
sector was used for the development of agricultural marketing. A total of
7.17 per cent of the total expenditure incurred in agriculture and its allied
sectors was utilised for development of agricultural research and education.
It was reduced to 3.19 per cent in sixth plan period. A sizeable share of
the total outlay should be devoted for agricultural research for
developing new technology for the farming community. Thus, the areas
like fisheries, dairy, agricultural marketing, agricultural research and
extension and food processing should be given more importance in the
allocation of resources.
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Sectoral Changes in India
During the Plan Period

Dr. P..C. Mohapatra
8ri D. Eswar Rao Patnaik

roduction :

The era of planned economic development was ushered in
an economy on first April, 1951 with the inception of the first
vear plan. Inour march towards development, we have almost
pleted seven five year plans. Our plans aim at “bringing abouta
ctural transformation of the economy, so as to achieve a high and
ained rate of growth, a progressive improvement in the living
)dards of the masses leading to reduction of unemployment and poverty
provide the materia! base for a self reliant socialist economy’. The
ulative growth efforts of planners and public authorities have succeded
ncreasing the National Income by 3.5% between 1951-1981, while per-
ita income picked up by 1.4 per cent during the same period, The
wth rates of agriculture during the 6th five vear plan period bhad
ured at 4.3% as against the targeted rate of 3.3% while the growth
= in industry at 3.7%has lagged behind the postulated growth rate
.9%. The service sectOr has a note of optimism with 6.6% growth
> in plan period, which is higher than thke targetted figure of 5.5% .

velopment and Employment Pattern

Development involves atransfer of the working force from
iculture to secondary and tertiary sectors. In U.S.A., there has been
arp decline in the proportion of working population engaged in
iculture from 54% in i860 to 23% in 1930. Indian experience however
cals that the proportion of working population engaged in primary
:or has marginally declined from 72:1% in1951 to 68.1% in 1981.
ile 10.6% of the work force depended on secondary sector in 1951,
as touched the figure of 13.5% in 198.. The tertiary sector has
vided wherewithal for 17.8% of working population in India in 1981
inst 17.3% in 1951, The underlying tendency is accounted for by the
bility of industrial sector to widen the employment base, in commen-
ate with the rate of growth ot population and lamentably low rate
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icultural productivity, to facilitate inter sectoral transfer of
pulation. Further due to acceleratingly increasing population, the
yportion: of ~agricultural labourers is high i.e. 22.4% of total labour
ce in.1981. Ther performance of tertitary sector in providing jobs for
 growing millions was not impressive,

velopment and Structural Changes
Reflected in Distribution of net Domestic Product
Factor Costs :

It has been hypothesised by Colin Clark that, as industrialisation
eads, it brings about an improvement in the share of industry and
titary sectors in N.N.P, In a poor country like India, there has been a
line in the contribution of the primary sector to N.N.P. from 61-3%
1950-51 to 50% in 70-71 and finally to 39% in 1984-85. The share of
iculture has come down from 5879 in 50-51 to 549, in 60-61 till it
ched 36:6% in 1984.85. This only affirms the contention that, in
mary sector, agriculture holds the key for determining the size of
N.P. Agricultural production which depends on the vagaries of monsoon
v severely retard the size of national dividend. The share of forestry,
ery and mining in net product has covered round 2 to 49.

The share of the Secondary Sector, which includes manufacturing
ustries, construction, electricity, gas, and water supply has increased
m 14:5%, of net domestic product (1950-51) to 21% in 84-85. The share
egistered manufactured industries increased from 5:49% in 50-51 to
/% in 84-85, while the share of unregistered manufacturing units has
dly increased from 4:6% in 50-51 to 5:2% 1984-85. The tertiary sector,
ich includes trade, transport, communications, banking and real estate,
1¢ with community services has improved its share appreciably from
2% in 50-51 to 40% in 84-85.

The share of transport, communications and trade in N.P.P. has a
dsome increase from 11:6% in 50-51 to 19-2%. The share of banking
irance and real estate improved from 3:5% to 6:4%, while the share of
lic administration, and defence has markedly improved from 2.8% in
0-51 to 9.7% in 84-85. Thanks to the sanguine improvement in every
nent of the tertiary sector, India is experiencing a structural change
he process of transition from an agricultural economy to an industria-
d one, An egalitarian society is in the offing. But the process is slow
e +ho Farde rate af srawth af mannfacknring antniE and emall erals

2
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octoral Priorities in Plan Period :

Tables 1 and 2 annexed to this paper represent the sectaral
ntribution and priorities under plan period

(a) Agriculture: Agriculture was accorded a - premier position in
e first five year plan claiming 31% of plan outlay. It was contemplated
- planners that rapidly growing agriculture will promote forward
kages, supply raw material and food grains for the rapid growth of
dustries. In subsequent plans, 20-25% of public outlay was earmarked
r the food sector. In the second five year plan, lucrative jndustrial
ogress was accomplished at the expense of a much attractive
velopment of agriculture. A new dimension in developmental planning
the revival of the importance of agriculture in the 7th plan which has
lotted 12.4% of the plan cutlay on agriculture and -rural development
d 9.4%, of total outlay on irrigation and flood control.

The main prop of green revolution is use of H. Y. V. of seeds,
sticides and fertilisers in agriculture. This has immensely benefited -
rigated tracts of the economy and in main wheat is the major
neficiary of the package programme. So, our endeavour is to extend
e coverage of hybridised seeds todry lands and cereals like rice and
Ises.

(b) Power Programme : The first 4 five year plans have allocated
ly 10 to 15% of plan outlay for power sector. It occupied a low area in
e map of plan priorities, due to low use of electricity and tardy growth
industries. The seventh plan however,-has departed from the preceeding
ans by assigning 30.6% of outlay on energy sector, so that energy
nstraint would not act as a stumbling block on agrarian and industrial
velopment of the economy.

" (c) Industry : The share of industrial sector was stepped up from
> in the first plan to 24% in the 2nd plan at the instance of Mahalanobis.
dustrialisation was contemplated, to provide for a larger increase in
rduction, in investment and in income. Deficits mounted up, chronic
d shortages appeared in the economy, alarming foreign exchange crisis
dermined the strength of the economy and femployment generation
ged behind population growth. However, industrial development is
ential for the overall development of the agricultural sector. In the
renth plan the scale of prlont:es tllted in favour of energy and

..... 2. .. £ 1 S="™Onr q 1 CL DL,
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(d) Transport and communication : The share of the sector has
lined from 25.28% in the first 3 plans to 16% in the 6th plan and to
1% in the 7th five - year plan. As the transport and communication
tor plays a pivotal role in the rapid economic development of an
nomy, it is time for the planners to lay more emphasis for the
elopment of this sector.

(e) Social Services : Growth is no guarantor of the trickle down
ect. So beneficiary oriented schemes like IRDP & ERRP were launched
make a dent on poverty. The share alloted to the sector has declined
m 22% in first plan to 15% in the 6th plan and eventually shot up to
5% in the Seventh fiv: year plan. However still a vast segment of
ulation remains below poverty line.

nclusion :

Inspite of a'l the development efforts that the planners did, so
only 64 per cent of the villages could be electrified by the end of the
L plan, The installation of thermal power generating plant, computer
chines and the launching of telecom exchange are feathers to the cap
ndustrial development. Yet, poverty alleviation seems to be an elusive
1. To make a dent on poverty, the focus of our plans should be on rural
ustries, cottage industries, construction and public administration.
e average Indian has ascended in income ladder from Rs. 2,355 in 1984
Rs. 2,596 in 1986-87. It however represents a growth in money terms
natched by growth in production.

Agriculture and industry are production sectors of the economy,
ile the other sectors are supporting sectors of these twin sectors.
riculture makes a product contribution to industry, when it supplies
d grains to the latter and market contibution when it purchases some
he finished goods produced by industry. Industry too, has its quota of
tribution for agrarian development, when it promotes linkage effects,
ough supply of the recent-know-how like improved fertilizers and
chines for agricultural development. Agriculture and industry are
erlocked with each other through symbiotic relationship.

Agriculture contains immense potential for generating employment
portunities in the low income economy of India. In the words of
. M., S. Swaminathan in any employment strategy, anywhere bétween
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Table=1

STRIBUTION OF NET DOMESTIC PRODUCT AT FACTOR COST.
PERCENTAGE DISTRIBUTION (AT 7071 PRICES)

Sector 1950-51 1960-61 1970-71 1984-85

% % % %

4

’rimary sector 61.3 56.6 50 39

. Agriculture 58.7 54.0 47.2 36.0

. Forestry 1.3 1.1 1.2 05

. Fishing 0.6 0.7 0.7 0.7

. Mining & Quarrying 0.7 0.9 09 1.2

}

econdary sector 145 17.1 19.8 21.0

. Manufacturing 10.0 12 13.6 15.1

. Construction 43 4.6 5.3 4.4

. Electricity, Gas 0.2 0.5 0.9 1.5

& Watersupply

n
’

“ertiary Sector 24.2 26.3 30.2 40

. Trade transport etc. 11.6 135 158 19.2

. Finance & real estate 3.5 3.8 4.8 6.4

. Community & personal 9.1 9 9.5 14.4
services,

Total Net Domestic
product (A+B+C) 100% 100% 100% 100%




Promoting Women’s
Activity in Development

Brief Appraisal of ICDS

(Integrated Child Development Services)
Programme in Birmaharajpur

Block of Bolangir District

(Orissa State)

Dr. P. K. Mohapatra

The problem of integrating women in the development process is
v engaging the attention of planners and policy makers all over the
srld, not so much because of the International Women’s decade and
: United Nations’ call for action plans for this purpose, but because of
reasing realisation of the social imbalances that development itself has
ated. Increasing inequality between the aftluent and the poor
tween and within countries) and between development in rural and
yan areas has been causing concern for some time. The dimensions of
s modern version of inequality between men and women are still only
‘tially understood—by either policy makers or implementors. Various
tional and International Organisations have initiated different
ssrammes on women development to focus greater attention on women’s
esand problems as they are affected by the process of economic
insformation, social change, and population dynamics.

Rural 'women constitute the largest group, who have not only
en bypassed in the distribution of the truits of development but whose
.ditional roles and status in their own society are also being altered
versely by the nature of development process. Several studies bave
vealed that disillusionwent and scepticism have become . the
aracteristic features of international discussions on development.
onopolisation of economic and political power as well asaccess to
jowledge are the major instruments by which the present structure of
equality between and within the nations is maintained. The majority of
omen in the world, especially in Asian ccuntries have little or no share
these instruments. Thus pushed into the background, women’s positions
e even margmallsed by thelr labour not being counted as productwe and

M e s e M g =N O L LT T S T T,
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and its products. This is more vigilant in Tribal pockets and areas
inhabited by economically poorer sections than in urban and marginally
developed rural areas.

To look at Indian Women, they are a bundle of complexities,
exploited from within and out. It has been long recognised that certain
demographic features of female population of India, namely marriage at
early age, high rate of infant mortality and morbidity, low literacy rate,
low rate of workers’ participation indicateftheir low status in the society.
Social structures, cultural norms and value systems influence social
expectations regarding the behaviour of both ‘men and ‘women and
determine a woman’s role and her position in society to a great extent.
The Indian society consists of communities professing diverse religions
and faiths, The Society is devided into distinct caste groupings. Majority
of the Indian population follow the patrilineal system as descent which
has an important role to play in the use and ownership of land and other
economic® resources and political decision making, Women are considered
as less capable and with limited abilities on their mobility than men,
It goes further that (as men contend) women in their homes are incapable
of organisation and are, unknowingly security conscious and submissive,
taking advices which are at times detrimental in many ways.

In the modern.world it is obvious that normative standards have not
changed at the same pace as changes in other forms of social organisation
brought about by such factors such as technological advance, urbanisation
increasing pollution and changing costs and standard of living. This
gap explains the frequent failure of law and educational policies to bring
about the desired impact on social attitude. The social status of women
in India is a typical example of this gap between the position and the
roles awarded to them by Constitution, and the laws and those imposed
on them by tradition. The fagt is that the women in India—say
approximatély 50% of the total population are not the victims of destiny;
they are the victims of neglect, deprivation and exploitation. It is one’s
fashionable expression to say that inequality is ordained, God made men
and men unequal—some rich and others poor. This phenomenon is the
result of a socio-economic order maintained by coercive political
opportunists under which men appropriate the wealth and riches to their

own advantage,

This necessitated Government of India to design a special Scheme
titled,as INTEGRATED CHILD DEVELOPMENT. SERVICE ‘SCHEME
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which is one of the most important schemes in the area of child
development and in which women can play a vital role to organise early
childhoed services for future development of the children in all respects.

‘The ICDS programme was first introduced in our State during the year

1975-76 in the Subdega Block of Sundargarh District as a Central Sector
Scheme on an experimental basis. As the scheme gained popularity, it
was expanded during the Sixth and Seventh Plan periods. In order to
give definite focus to the development of services for children in the age
group of 0-6 years and nursing and expectant mothers of all communities,

*the following package of services are being provided :

1. Supplementary Nutrition:
2. Immunisation;
3. Health Check-up;

4, Referral services;

5. Nutrition and Health Education;

6. Non-formal pre-school education.

The objectives of the Integrated Child Development Services are:

(i) To improve the nutritional and health status of children in the age
group of 0-6 years;

(i) To lay the foundations for proper psychological, physical and social
development of the child;

(iii) To reduce the incidence of mortality, morbidity, mal-nutrition
and school drop-outs.

(iv)-To achieve effective co-ordination of policy and implementation
amongst the various departments to promote child development ;
and

(v) To enhance the capability of the mother to look after the normal
bealth and nutritional needs of the child through proper nutrition
and health education.

At present, 134 ICDS projects are functioning in the State. Out
of these, 78 projects are in the tribal areas, 52 projects in rural areas
and 4 projects in urban areas. Supplementary Nutrition is provided to
children below 6 years of age and Nursing and Expectant mothers from
low income families at the Anganwadi Centres.
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In this paper, I have attempted to study the—

(i) Problems confronted by the Women inIndia in general with

special reference to rural sector and factors responsible for the
same; e

.

(ii) The Government’s plan for improving their socio-economic
condition; and

(iii) The slow . progress in achievement of the desired target and
reasons thereof.

I have tried to seek explanations and explore some of the
thods for arresting the adverse impact—not in the abstraction of
ial science theory, but in the spheres of practical administration and
ial mobilisation. While the social scientists search for deeper
planations and relationships between the different phases of social
nsformation, the problems now being experienced by rural women—
2 unintended victims —cannot wait, and call for immediate intervention
public authorities and persons who have a social conscience.

Many welfare schemes are being launched in the field area under
ferent nomenclatures without taking into consideration human
1avioural aspects in project planning and implementation. The people,
'whom the scheme is undertaken are neither taken into confidence nor
>ir participation is meaningfully solicited and as such making the
ivery of package of services seems difficult enongh for grassroot level
unctionaries .to ensure expected change within a reasonable time
me, '

. For analysing the above, an attempt has made to study the pro-

mme performance of Birmaharajpur ICDS Block in Bolangir District on-

ick apd choose method. Birmahrajpur ICDS project is one of the eight
D5 projects of Bolangir District which was commissioned on 01-07-1983,
e District has two dilferent physical zones namely the hills. of the
t and river valleys of the East. Fortunately, Hirmaharajpur happens
se in the river valley area, Currently, the project area is covering 85
ages (with original Anganwadis of 72 plus 13 sub-centres) to render
ial Welfare services on ICDS framework to identified group of 6,000
eficiaries. The area of the project is 146,17 square miles having a
ulation of 66,749 (Male 34,946 +Female 31,803) as on December, 1990
ording to ICDS survey. The break-ups of categorywise beneficiaries



gewise classification No. of eligible bens

elow 0f months 1006
5 months to 01 year 1057
‘1 year to 03 years 3470
3 years to 06 years 4560
tregnant mothers 757

1006

lursing mothers

The project area has been divided into four sectors, i. e. Ufula,
alpadar, Nursundhi and Subalaya to facilitate delivery of package of
vices and for supervision of related social welfare activities. The
ervisor has been assigned to each sector for close supervision and

hitoring of programme performance.

Though the scheme has been in operation for last seven years,
, impact is yet to be felt. The infant mortality still continues at 132
- 1000 life birth as against National average of 120. Undoubtedly, there
 been some awareness for which this has reduced from 182 to 132 i. e,
over a period of 7 years. All over the globe people have come to know
.t India is a party to the Universal Commitment to secure ‘‘Health for
by 2000 A.D.” as declared at Alma Ata by the World Health Assembly
1978. To achieve this target, efforts are being made towards iden-
ication, developmental adoption and implementation of appropriate
hnologies for health. While it is important to develop technology at
macro level, very little is thought of at the micro level, i. e., family

elf.

~ Perhaps one of the important instruments to achieve the target
health fot all would be a mother or a woman in the family. It is now
11 recognised that the most important health worker is the ‘“Mother’’
rself. Mother provides most of the world’s health care. Within the
nily : it is she who inculcates sound health practices in children besides
aring and nursing them. Both at the family and community level,
ymen are the Chief Health CARE programmers and therefore, they
rm the key and mainstay of Primary Health Care. This ideology is also
-essed through ICDS concept. But lack of appropriate requisite facilities
Anganwadi level at times creates bindrances in promoting the activity
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component in the
ective implementation of a development brogramme. With this in view,

vt. of Orissa has issued directives to al] brogramme points to form local
DS committees with official and non-official members taken together.
ough the Committees are in existence, participation is pot much
ouraging due to lack of Anganwadi Buildings where a common forum
 be established between functionaries and local public,

Since the programme is of MCH (Maternity & Child Health), it
omes obligatory on the part of the programme functionaries to take
quate interest and make the scheme viable 50 as to generate interest
h the women of the area, The only possible
ducate, motivate and organise the

of their “‘culture of silence’” and
also the victims, The women’s
and on their rights; and whep th
ded organisation—Iike any other d
shape of health services demand

women at first to make them break
extend a lending hand to others who
urganisation so emerged can make
ese groups are linked to the like
emand, their demand too can take
which can fulfil the objective of
mes the real participatory approach, -
s are beneficial to them, they will

ion influencer to begin with which
mately can alter the functioning of the structure of the society.

(i) Anganwadis do not bave a building of their own. 95 % of the

Anganwadis function in someone’s courtyards and at the whims
and pleasure of land owners.

(ii) In case they make any product out of such materials, there is
no provision for quality control and marketability, As such, most
workers are scared of undertaking such an activity.

It is high time for Government to think on this line with certain

ne generating activity, so that in the long run a project can be
ustained.

Women in Indian T A T D e e 18 P i
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family, if properly guided and educated. These things need no explanation
and keeping this in mind, out of the total commodity aid used in supplem-
entary nutrition given through ICDS Anganwadis at Jeast 25 % should be
utilised for income generating activity. In Birmaharajpur eventhough
State Government has raised minimum wage to Rs. 25/- per day, male
workers continue to receive Rs. 11/- and female workers Rs. 8/- which is a
symbol of direct exploitation. Functionaries informed that lack of Govt.
directive in writing is responsible for such payments,

Review of literatures reveals that more educated the mother,
the less likely that her children meet any health hazard. According to
a survey conducted by the National Institute of ‘Nutrition, the literate
mothers are better aware of family welfare measures and desirous 6f
keeping the ‘family size to the prescribed limit of acceptability. The fact
that the members of the families are better fed and better clothed
where mothers are edudated. There is close association between the
country’s per capita income, health and the level of education. Poor
countries have high incidence of infant mortality and relatively low life
expectancy. Further higher the literacy rate, lower is the incidence
of ill health, For example, Kerala State in South India enjoys highest
literacy rate (95%), its rural infant .mortality rate is as low as 05 per
1000 life births as against All India average .of 120. In one of. the
International Conference it has been stated that “Health is not mainly
an issue of Doctors, Social Scientists or Hospitals”, It is an issue of social
justice. It is an issue of who gets what available resources. The health
of the people is ultimately related to their income, education and to
their job opportunity etc.. If Health for all is to be ensured by 2000 A, D,
the changes must be made in the entire socio-economic and political
systems in any given community ;

I This being the reality, Maternal and Child Health (MCH)
envisages a dual role to play - ¥

1. Creating infrastructural facilities in the rural areas and organising
mothers into groups based on issues;

2, Making available adequate resources to meet the nutritional require-
ment of children and mothers.

These two are part of the in-built objective of the ICDS.

Realising the magnitude of the problem like lack of infrastruc-
tures, poor access to credit, poor marketing “facilities and the changing
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sductive relations adverse to women which have been the major
ndicap to women employment, particularly selt-employed women.
vt. of India in the 7th Five Year Plan have ptoposed to assist the State
vt., and U.T. Administration for setting up Women’s Development
rporations. In setting such Corporations, Govt. of India agrees to
ntribute 49% as equity participation and balance 51% will be met by
e State Governments. The approved share capital limit of the Corpora-
n will be of Rs, 1.00 Crore. Our State has just availed this opportunity
d has set up one such Corporation = on 05-03-1991. Based on the above
ite-up, following suggestions are made :

To create sufficient awareness in the rural area and.thereby encourage
women participation in ICDS for creating infrastructural facilities
which are a must to carry out day to day activity as the same is
found inadequate at the moment. When ICDS were started on
experimental basis, they displayed great receptivity and undoubtedly
demonstrated considerable impact in village life, Whereas as they
got expanded to over 2000 Blocks in the country side, the efforts
are being diluted and input, output ratio is becoming marginal;

The suggestion of bringing in expanding cammunity participation is
an attempt to reverse the “TOP-DOWN” system approach in
Social Welfare activities for furtherance of women’s participation.
With this encouragement, local public will have a say in solving their
own problems who bave been regularly overlooked in the past. T heir
is need to make local people visibly involved in ICDS project activity
which if implemented appropriately, will check the misuse of
assistance given by the Government and different agencies. Selection
of the projects on political basis has been the cause of negative effect

wherever being reported;

While providing supplementary nutrition is a warranted necessity
due to prevalence of high infant mortality rate (National average
being 120 and Birmaharajpur average being 132 per 1000 life births),
provision of creating permanent assets through labour intensive
programmes is very much needed in the context of augmenting
employment opportunities for parents and supplementing their cash
income. Economic stability once created will ensure maintenance of
nutritional status on long term basis.

In the rural area eg,ery,t;hing _should not be given free. Giving free
induces the people to ask for more and exert less. Wh'ile taking care
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scrutiny should be made to enroll the effective participat".ion of the
beneficiaries so that they feela party to the services rendered to
them .which they can maintain subsequently and will not aim at
misuse of Govt. cash and kind input; ‘

Periodical orientation on ICDS is considered imperative for all the
Functionaries so that local Panchayats popularise the programme to
ensure its effective utilisation. The system should be such that
ultimately Government and Voluntary Agency Officials should act
like Facilitators and play supportive role and village community

should assume the sole responsibility.

Though the scheme envisages more Or less all the above, suggestions
e being made to reinforce the same time and again, Since this is the
cade for Women’s development, if MCH programme is implemented
tisfactorily at least one important sectoral change in the country side
nbe achieved which is very fundamental in creation of vast human

sources that are untapped to a great extent.



Integrated Rural Development
Programme and Rural Sector

-—An Economic Review of
Laxminarayanpur in Salipur Block
During Sixth Plan Period.

Dr. Sofia Khanom

In the Sixth Five Year Plan, the Government played a crucial
:hrough various rural development programmes for changing the rural
smy. There was a great concern for large scale poverty in rural India
g the middle of the 70’s. It was estimated that about 40 per cent of

households were poor and this proportion remained unchanged
te the cosiderable growth in aggregate national income in the rural
r. The distribution of additional income, generated, was quite
ren. It accrued in larger proportion tothose who owned land and
» productive assets, or were skilled in different types of work. The
ration of this increased income was significantly less with poors, who
largely resourceless and un-skilled wage-earners, Thus there has
a growing concern that the rural poverty can be changed with endow-
. of productive assets or development of skills with the poors, so that
can employ themselves usefully to earn more income which will help
| to overcome poverty. Creation of productive assets and generation
nployment opportunities are the steps towards poverty-alleviation.
to be considered essentially as a supplement to fill in the gaps of
ynal unemploy ment.

The Planning Commission in its Draft Sixth Five Year Plan 1978-83
ised)’ reviewed the approach to rural development, specially with
‘ence to the poors. It visualised the need for an integrated plan of
lopment of the block level, within which a special beneficiary oriented

tor the poor was to be appropriately fitted. After briefly reviewing
sarious development plans in operation, the Planning Commission in
raft plan suggested a comprehensive strategy and approach for
smitting these objectives through specific programmes. It has got a
i-level attack on the problem of rural development, mainly on
rty-alleviation, specifically, it has a sharp focus on target groups,
srising of small and marginal farmers, agricultural labourers and rural
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tisans. It is extremely location specific planning in rural areas. Thus the
raft Plan visualised the integrated rural development as a total plan for
e block, based on the local resources and their productive use. The
ecific beneficiary oriented schemes for the rural poor were to be set
thin this plan, in the sense that these schemes had to be consistent with
d form an integral part of the total plan for the block. But the planners
°re not sure about the execution of such schemes at the block Tevel.
rerefore, as an interim device, it was decided to centre the attention on
entification of the rural poors and to prepare plans for the development
those individual beneficiaries and this was named as the Integrated
ral Development Programmes (IRDP)—a major Programme for rural
verty-alleviation. 3

It is proposed to replace the multiple agencies in the field

a single integrated programme called IRDP. The IRDP has been
nceived essentially as an anti-poverty programme in the rural areas.
is concerned  with only a section of rural population and their
velopment. The idea of preparing a resource based development plan
it the block level. The Integrated F.Rural Development Programme
'DP) was conceived as an poverty-alleviation programme for rural,
as, in particular, for small marginal farmers, landless labourers and
ral artisans. These people did not possess productive assets or special
lIs other than their manual labourer. Therefsre, the plan document
phasized that ““Any development strategy which aims at improving
 poors must aim at creating new productive assets for them”’. These
ets would include sources of irrigation for those with some land,
lock and implements besides inputs like seeds and fertilizers, milch
nals and other animal husbandry activities and tools and training for
tage industries and handicrafts etc.

‘So an attempt was made to examine the anatomy of rural
erty and to articulate the dynamics of changes in the rural areas.
s is an attempt to study the functional inter-action of activities.
ertaken by the development programme under IRDP for poverty
viation in a sample village of Salipur Block of Cuttack District,
ing sixth plan period. *

The identity of the problem for the study in analytical impact
ural development programmes on the sample village and appraisal of
rural changes. Concentration of poverty on the sample area, needs
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The Study area is encircled with different proverty .all eviation
jramrces under I R. D. P. . which help in economic transformation
yugh income-generation, Integrated Rural Development Schme supplies
or seeds, chemical fertilisers, pesticides and other in-puts to the

cted sample house holds.’

The objective of the study is to identify the determinnts of
me change and measure their relative strength, during Sixth Plan

od.

thodology :

1t is an empirical and inductive study. The field data used in
study were collected through questionnaires and personal interviews
. the respondents. The field sutvey was made in the village—Laxmi-
wanpur of Salipur Block in Cuttack District. Tha Block consists of
riple homogenous villages. Lagminarayanpur isa well known but
tior place, 10 kms from the main Cuttack-Kendrapara Road. It has
a weekly market, which is famous for green vegetables and

atoes.

' . The primary data were collected from 51 simple house-holds on
basis of random sample technique. ‘T? Test is used to examine the
srence in income generated in the pre and post inception of the
1 development schemes.

yact of Ffural Development Programmes :

In this study anattempt is made to examine whether there is

change in the level of income of beneficiaries between the base year
the year after receipt of the assistance through rural development
sramme. The investments made by the Government through various
srammes have got their effects upon the different sizes of sample
se holds like agricultural labourers, marginal {and small farmers, petty
lers and rural artisans.

mber of assisted House-iholds :

The number of assisted house-hold in Laxminarayanpur during
0-81 and 1982-83 is placed in Table—1.
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Table—1

Number of Assisted House-holds under different
schemes during 1980-81 and 1982-83

chemes]Year 1980-81 1982-83
\gricultural Development Scheme 22
viilch Animal 10 6
Jillage Craft 7 6
‘otal : 17 34

During 1980-81, 17 sample households of Laxminarayanpur are
ler integrated rural development programme. It increased to 34,
rering all the schemes during 1982-83,

The rural economy of sample village is mainly land-based and

arian in character. Hence enough attention was given to land based
)grammes.

Table—2

Number of Assisted House holds under different schemes of IRDP
¢ of sample village during 1980-81 and 1982-83.

ar Agricultural Development Village Craft Milch Unit
Seeds Ferti- Pesti- Others Carpe- Tailor- Cow Goat:
*lizers cides ntry Shop ing
81 - - — — 3 3 1 6 4
(42:8) (42.8) (14.2) (60) (40)
83 6 8 4 4 - 6 - 1 5
(27.2)  (36.3) (18.8) (18.8) (100) (16.6) (83.4)

Figures in parantheses are parcentage toitotal assisted °
Households. '

Table-2 indicates the number of sample assisted households under
rious developmental programmes; Agricultural development scheme
vers maximum sample households in the village recording 22 during
82-83 whereas it was zero during 1580-81. It also indicates that I, R. D,

edit supply programme for village crafts extends to only 7 during
1R0.R1 and 6 durins 1082.83 Mileh animal ravere 10 camnle honefiriar:oa
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Table—3

*»  Value of difference in income of marginal farmers of Laxminarayan-
pur between pre-and post-inception of different schemes during
1980-81 and 1982-83

Scheme ¢ value

19680-81 1082-83
N.R.E.P. 3.56%* 2:90
A.D. - 61 7*%

%  Signiticant at 5 per cent level of probability
*#% Significant at 1 per cent level of probability.

Thus Table-3 indicates that the difference in the level of income
ring the pre-and post-inception of N. R. E. P. of 1980-81 and
82-83 is statistically significant. Similar observations are also reflected
rough the implementation of agricultural development programme among
e marginal farmers during 1982-83.

Table—4

?*  Values of difference in income generated from specified source of
‘ Marginal Farmers of Laxzminarayanpur between pre- and post-
inception of different schemes during 1980-81 and 1982-83.

Scheme “t value

1980-81 1082-83
N.R.E. P. Y 2.28%
A.D. —_ 6:17%%

* Significant at 5 per cent level of probability,
x% Significant at 1 perjcent level of probability.

Table-4 indicates that the difference in income (from specified
irce)-generated through N. R, E. P, during its pre- and post-inception
riod among marginal farmers of Laxminarayanpur village is statistically
shly significant during 1980-81 and 1982-83. Further the difference in
-ome (from specified source) generated through agricultural development
ogramme during 1982-83 is highly significant. Thus it shows that the
R.E.P. as well as Agricultural Development Programmes have been able
increase the income to a significant extent among the marginal farmers
Laxminarayanpur during 1980-81 and 1982-83.

A group of assisted hbuse-hoids are agricultural labour force (AL)
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Table—5 .

" value of difference in income of A. L. of Laxminarayanpur between
pre- and post-inception of milch animal scheme during 1980-81 and
1082-83,

€ t,l

~heme,

1980-81 1982-83

lilch Animal 3-31 wx 257 %

_ Significant of 5 per cent level of probability.
% Significant of 1 per cent leve! of probability.
Laxminarayanpur village is statistically highly significant during
)-8l and 1982-83. This shows that the supply of milch animal and
lity feeds to improve cows among the agricultural labourers have
yed to a significant extent in increasing their income.

Table—5
Value of difference in income generated from specified sources of

agricultural labourers of Laxminarayanpur between pre- and post-
inception of different schemes during 1980-81 and 1982-83,

cheme e

% 1980-81 1982-83

[ilch animal 3-32 #x 5:93 %

x Significant of 1 per cent level of probability.

The “t” values of difference in income (from specified sources)
srated through milch animal programme by agricultural labourers of
minarayanpur during the pre-and post-inception periods are
ented at Table 5. This indicates that the income generated by the
cultural labourers to a significant extent through the milch anima]
srammes. Thus the differernice in income during pre- and
-inception period is statistically significant during 1980-81 and
-83.

wclusion :

\

The findings of the study are based to examine impact of I.LR D.P.
ural sectors through the implementation of schemes during 1980-81
198283 of Sixth Plan Period.

Effects of agricultural oriented rural development
schemes on the income of the sample house holds :

The effectiveness of such schemes is examined in relation to what
nt it helped in changing the employment structure, asset position
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income levels of the assisted households aver the period. The increase
et incremental income through the assistance is highly significant
ing 1980-81. Similar findings are also observed during 1982.83.

Effects of Milch animal scheme
on the income of beneficiaries :

Majority of households have received assistance in the form of
h animals and quality feeds €0 existing inproved cows. The difference
ncome during the pre and post inception of the scheme is highly
ificant indicating that the assistance supplied through rural develop-
It programme has helped to increase the income of the assisted house-
Is to a significant extent.

Effects to NREP on income of the
assisted households :

The NREP has helped to increase the income to a significant
ent among the marginal farmers, rural artisans and pet

ty traders of
sample households during 1980-81 and 1982.83.

On the basis of the study, it is suggested that public investment
er the programmes like IRDP, ERRP or NREP must be channelised to

linate economic divergence between assetless assisted households and
-assisted property owners. The leakages must be minimised and the -

om assisted households must get proper scope to be owners of rural

ts. There should be a rethinking about methodological weakness in
cting the beneficiaries.

The impact of such observed difference on poverty programme
jests the need for genuine “‘integration” at 3 levels,

for real poverty
viation.

(1) First at the micro level, there is need for matching the

2ntial of the poor households with the potential of the region where
y are located.

(2) Secondly at the macro level, the pattern of agricultural
vth should be consistent with and conducive to poverty-alleviation.

(3) Thirdly, as far as wage-employment programmes are
erned, these must be inter-woven with general developmental
srammes, especially those relating to create infrastructure necessary

tepping up cropping intensities and productive levels in the backward
ons,

(y)



Emergence of the New ;
Economic Structure in India

and its Impact on Employment Coefficients
Dr. Binayak Rath
Dr. K. K, Saxena

3STRACT

The Indian economy, no doubt, has undergone a number of
ructural changes during the last 40 years. These structural changes are
nerally examined in relation to contributions of the broad economic
ctors on growthof GNP and value added; interms of work force
rticipation, in terms of most of the institutional changes. But on the
her hand, due to technological innovations, the labour absorbing capacity
most of the, sectors are declining over a period of time. As these
anges offer a worrying signal for the planners and policy makers, there
a need to undertake an indepth analysis of employment-output
lations (i. e., sectoral labour coefficients) in various sub-sectors of the
dian economy. Such an exercise would provide a good scope for analysing
e role of various sub-sectors where there exist a relatively high
ployment potential or a poor employment potential. In this paper one
ch attempt has been made to estimate the labour coefficient for three
ferent base years namely, 1979-80, 1984.85 and 1989-90, which are the
rminating years of Fifth, Sixth and Seventh Five Year Plans
spectively. '

In order to undertake such an exercise, we have divided the Indian
onomy into 38 broad sectors and after examining the output and
ployment levels we have estimated the labour ceefficients, Our results
ow that although the output and employment levels are increasing in
solute terms with a variation in different sectors, the labour
efficients are invariably decreasing over time. Such a trend implies that
e labour absorbing, capacity of the Indian economy would not change
en with significant rise in the output level. Therefore our planned goal

employment generation will be jeopardised unless drastic policy changes
¢ introduced in the economy.

While Section I of our paper deals with our objective, the general
:anges in the economic structure are presented in the Section II. In
»ction III we have examined the changes in occupational structures of
he Tndian economy and then established a need for the estimation of the
ctoral coefficients. The Section IV deals with our methodology, the
timates, as well as the analysis of our results. In the concluding section
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Sickness in Small-

Industry Sector

—A Product of Development Strategy
Dr. R. K. Panda

From definition point of view there lies great divergence between
-scale industry of a developed country and developing country. Yet
sector occupies a dominant place in both these econdmies in terms of
s and employment generation, '

India being a capital-scarce and labour-abundant ecoromy, the
-scale industry sector is given an important place in its economic
opment from the point of view of social equity and providing
oyment opportunity. Accordingly different policies and programmes
been adopted since the beginning of planning to give support for its
otion. As a result, the small-scale industry sector has shown
essive progress in terms of units, production, employment genera-
exports etc. The number of units in this sector has increased from
akhs in 1960-61 to 1576 lakhs in 1987-88—a growth of 4277:77 per
In terms of value added, this sector contributes about 50 per cent of
otal manufacturing sector at the end of 1985-86, The pumber of
ns employed in this sector has gone up by 169-52 per cent between
74 and 1987-88 (from 39-7 lakhs in 1973-74 to 107-00 lakhs in 1987-88).
hare of SSI in total exports has increased from 13-2 per cent in
/6 to 29 per cent in 1987-88.!

With such remarkable progress this sector is plagued with a
er of adver:ities. Sickness is one of them. As per the Reserve Bank
lia data, ason 31st December, 1987, out of the total number of
lakh units in the small-scale sector, 2:04 lakh units (9.16 per cent)
ported to be sick.? In other words every eleventh SSI unit in the
ry is sick. The worse is, not only the incidence of sickness is high
5SIs but also it is growing at a faster rate as compared to large and
im-scale industries. Between 1980.85, the growth in the number of
nits in the large-scale sector has been 55:74 per cent (from 409 to
1its). During the same period the growth in sick units in SSI sector
en 408-80 per sent (from 23149 to 117783 units). Not only in terms
wth ' in number but also in terms of financial implications the
ss in the small-scale sector has been burdensome on the ecaname

L
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Because of sickness the outstanding bank ¢redit in the small-scale sector
has registered a rise of 250.13 per cent between 1980-85 while in case of

large-scale sector it comes to only 121+98 per cent.®

It is obvious that sickness among industries is bound to exist in
some form or other in any economic system. Particularly in a competitive
economy, in the course of economic development inefficient units are to
be displaced from the industrial scene by more efficient ones. But to
what extent the shock of such phenomenon will be borne by an economy
depenids upon the growth rate of the economy itself. In a high growth
situation industrial and restructuring-adaptation can take place without
perceptible ill-effects. But in a relatively slow-growing economy, any shift
becomes ‘painful and creates widespread distress and socio-economic
problems. Particularly when sickness in industrial scene becomes both
endemic and epidemic it poses serious challenges affecting the whole of
the economy, in a number of ways. In the Indian context where growth
rate has been 3.5 per cent between 1930-51 and 1980-81 with a population
growth of 2.2 per cent during the same period and rising unemployment
(annual growth rate being 117 per cent between 1961-81), growing
sickness in industrial sector in general and small-industry in particular
has caused rise in worklessness, barring aside other related problems. In
an economy like India, a rise in worklessness leads to greater poverty
and misery. In the words of Barbara Ward of all the evils, worklessness is

the worst.

Sickness in small-scale units varies across the regions and across
the products within a particular region. Soany strategy needed to-
contain such malady must be region-specific and product-specific.
However, in the context of growing sickness in SSI sector all over the
country, a macro-level analysis of the prablem is very much required to
make policy formulations. In the present study an attempt is made to
examine how our industrialisation itself has brought about sickness in
the small-scale sector inspite of much rhetorics made in all the previous
five year plans for its smooth healthy unabated growth.

Growth Theory Approach :

There are two sets of opinions about the pattern of industriali-
sation to be followed ina developing economy at the initial stages of
growth, The first group emphasizes initial development of small-scale and
cottage industries and later development of basic and heavy industries
on the ground of paucity of resources and infrastructural bottlenecks.
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second opinion argues for giving initial thrust to basic and heavy
1stries for making available high surpluses to be utilised in inter-
iate, light and consumer goods industries in the subsequent period.
he context of India, the pattern of industrialisation has mostly taken
from the second opinion and there has been increasing allocation of
urces for the development of basic and heavy industries. The plan-
 public sector outlay towards different categories of industries
als that beginning with the First Five Year Plan there has been
inuous rise in the percentage share of resources towards organised
1stry and mining and persistent fall in the resources of small-scale

or (Table-1). g

It is stated that our approach to industrialisation through the
2lopment of heavy industries is based on the wide-ranging trickled-
n effect of massive public sector investment on smalland ancillary
istries. The Mahalanobis model considered the development of SSEs
source of an elastic supply of consumer goods to support development
asic and heavy industries. As suchthe Gandhian thought which
alized the desirability of developing SSEs from social and employment
1t of view has been completely negatived. The small-scale sector is
ouraged to develop not out of its necessity for the economy but to
en the process of industrialisation in the large-scale sector. The small-
e sector has become a follower rather than a pioneer in the Indian
gstrialisation.*

ak Linkage Effect :

To make matters worse, it is stated that our industrial policy is
y much ambivalent with regard to the linkage of small scale sector with
rest of industrial structure.’ Inspite of the policy of ancillarisation as
main instrument of developing small-scale industries, the progress of
illarisation has been very much limited. It is observed that hardly one
cert of the registered small units of the country is engaged in ancillary
vities © On the contrary, most of the industries operating in small-scale
tor are engaged in the production processes influenced by the availabi-
 of local resources. This limits the scope for healthy functioning of
ustrial units. i

onsistency in Policy Approach :

In all industrial policies beginning with 1948 specific pronounce-
nts have been made for the development of small-scale sector. With
ustrial policies, a number of fiscal and financial incentives in the form
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product reservation etc. have been adopted from "time to? time to achieve
rapid and ®healthy growth of small-scale industries. But the impact of all
fuch measures has not been significant. The fiscal and financial incentives
have yielded poor results because of frequent changes trking place in the
approach to industrialisation and larger countervailing ferces acting against
such measures in the economy,

It is well-known that in the year 1955, the Karve Committee in
its report laid emphasis on a widely dispersed industrial structure with
the small-scale and village industries remaining at the base level., But,
even today the small-scale industries do not proliferate in backward areas.
They continue to concentrate in a few cities and urban centres. And such
concentration is accepted on the ground of reaping economies of
agglomeration.” More so, the protagonists of such an advocacy strongly
argue for the location of small units in urban centres rather than in rural
areas, as the income elasticity of demand for manufacture is higher with
urban people than with rural. This has ,influenced the distribution of
investment subsidy to different states and regions. It is seen that the
central investment subsidy distribution is very much biased towards
developed States as against the backward States. In case of Orissa upto
1986 the distribution of capital investment subsidy was biased towards

- forward districts as against the backward districts.s ' =

To make matters worse the various fiscal concessions particularly

_ tax-reliefs very often cause disincentiveleffect on the small entrepreneurs.

To avail the advantages of fiscal concessions the small units deliberately
do not want to cross the size barrier and very often prefer to divide the
scale of operations into a number of small firms. As aresult 2 number of
ghost units enjoying the governmental concessions emerge and become
liable on the government exchequer.’ Thus, sickness in small-scale sector
persists and gdes 4n increasing year after year.

In many cases there happens clash between the positive measures
taken by government in the small-scale sector and general economic
measures. On a number of occasions there has been legislative as well as
administrative measures of the government to enhance the wage-rate of
industrial workers. Politicization of labour has made it more irresponsible
and less efficient resulting in a downward slope of labour productivity.'®
Long back Prof. Mahalanobis stated that in India the difference between
wage rate of an average worker andhis marginal product is one of the
highest in the world. Taking into account various developments in recent
years this statement seems valid even to-day.
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"To sum up, sickness i in industries whether it is in the large-scale
:r or in the small-scale sector will be there due to structural changes:
e economy. But the worse is, in a country like India where nearly 37
ent of the population are living below the poverty line and there is
-scale unemployment, and underemployment the continuance of sick
s and their multiplication year after year in the small-scale sector
ve a heavy cost to the economy.To bear the burden of sick units
of social compulsions does not solve the interest of the economy in
Ebng-:un. The negative economic implications of fostering sick units
. be realized. Abid Hussain, the former member of Planning
mission once remarked that concessions and protections must be
> available to the SSI sector in deserving cases and that too only till
> are necessary and needed. In this context necessary policy measures
be formulated to make cost-effective calculation of sick units and
e such units do not fulfil the usual norms their closure should not be
yed on any account. This will make available our country’s resources
an as well as material) to be utilised in better productive ways.

Public Sector Outlay on Industry in
different Plan Periods.

(Rs. in crores)

: Organised Industry Village and
Plan and mining Small-scale Total
Industry
lan 55 42 97
(56-70) (43-30) (100)
Plan 038 187 1125
(83-37) (16:63) (100)
Plan 1726 241 1967
(87-74) (12.26) (100)
1al Plans 1510 126 1636
i 92-29) (7-71) (100)
Plan 2864 243 3107
(90-89) (9.11) (100)
Plan 8989 592 0581
(93-82) (6:18) (100)
Plan 27292 1945 20237
(93.34) (6:66} (100)
) Plan 39736 2753 42489
(93:52) (6 48) (100)

e : Statistical Outline of India, 1988-89, Department of Economics

)
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Industrial Sickness and
the Commercial Banks:

An Anatomy of Problems and Prospects

S. N. Misra
Introduction :

Growth and expansion of small scale industries received utmost
tion with the beginning of the Second Five 'Year Plan (1956-61).
opment of small scale industries was considered essential for various
ns, First, with the development of small scale enterprises there
e an increased flow of consumption goods in the economy. This will
.0 reduce the gestation gap caused by heavy investment in large
heavy industrial sector. Since there is a gap between initial
tment and final outcome of the products, there will be large scale
nd for consumer goods in the interim period. Small scale units are,
fore, considered essential on this ground as they undertake the
nsibility of supplying consumption goods to meet the growing
nds of the people. Secondly, the development of small scale units
o supported on the ground of its contribution towards generating
syment opportunities. Thirdly, the small scale units make use of
y available scarce resources and this helps to conserve scarce foreign
inges of our country. Finally, they are low capital using and high
r absorbing enterprises. It is for all these advantages that small
units have received utmost attention in almost all the plans.

Growth of small scale units :

In consequence of the national goals and objectives relating to
| scale industries, the State Government, too, put more emphasis
he development of small scale units with the beginning of Second
Vear Plan in the State. Since then the development of small scale
; is quite spectacular. It is observed that during 1980 to 1988, the
er of small scale units increased from 9119 units to 31,724 units in
State. This shows that over the period the number of small scale
 has increased by 248 per cent. During the said period capital
¢ment increased from Rs. 6895 lakhs to Rs. 36,643 lakhs, an increase

ek e e T T et o Ao ok ganarated
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3 an increase of 223 per.cent over the period. Thus quantitavcly the
nsion of small scale units in terms of number of units, capital
tment and employment generation is quite encouraging.

Magnitude of Sickness among
small scale units :

However, all the small scale units established in the State since
Second Five Year Plan do fiot have a promissed longevity. In course
me most of the small scale units became sick units, It is observed
the number of sick small scale units has gone up from 842 units in

to 9125 units in1988. This shows a rise of 991 per cent. The
ased sickness among small scale units, thus, becomes a cause of deep
ern,

A normal or healthy unit is one where all the functional systems
sub-systems are working efficiently. These functional systems are :
cial, production, marketing and personal. Disorder in any one of the
-ional systems leads to sickness of enterprise. Among the functional
ms, financial system occupies a pivotal position in the operational
ture of an enterprise. Accordingly industrial sickness arising out
\ancial disorderliness is considered to be of paramount importance.

Small scale units require two types of capital : Working Capital
lock Capital. Working capital is mostly procured by small scale
 from commercial banks. This working capital from banks is available
e units for a period upto one year. The block capital requirement of
scale units is met by term financing institutions like LD.B.L and
".C.7etc. Block capital is usually given for longer periods i.e. upto 20
. Small Scale units receive bulk of their working capital . needs from
iercial banks: This type of capital is required for building up of
ntories and for meeting current firm expenses.

In the past commercial banks did not supply any amount of credit
all scale units. They considered small scale units as risky propositions.
»rganisational structure of the commercial banks was not adaptive
e requirements of small scale enterprises. Lack of experience and
h of staff were the main factors responsible for the inadequate
vement of commercial banks in small scale sectors. Even the
hile State Bank of India also expressed its inability to finance the
scale units,

It is after the nationalisation of banks in 1969 that the

| Re 40 % o el el ) emesd N L. NNy LS
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required to provide 40 pefjéeht of their total bank credit to .the
designated priority sectors. Of the priority sector advances, again they
are required to channelise 16 per cent of total bank credit in favour of
¢he small scale sector. The banks are required. to supply credit at the
rate of 12 per cent per annum to smill scale units. Furthermore; in order
to render adequate financial assistance to small scale units, the security
norms are also relaxed by the bapks. Hypothecation of stocks of
inventories and assets created out of bank funds are now considered
cuitable forms cf securities for supplying funds to the small scale sector.
The emphasis is now shifted from security oriented credit to need based
credit. The ability and capacity of enterprisers to use bank funds
productively for the purpose for which the loan is granted are considered
as a suitable guarrantee for providing loans to small scale borrowers. On
account of these policy changes the supply of credit to small scale units
has gone up quite considerably. It is noticed that the supply of bank
credit to small scale units which stood at Rs. 182 lakhs in 1969 increased
<o Re.4677 lakbs in 1983, an increase of 26 times over the period.

However, all the bank funds supplied by com mercial banks were
not productively used by small-scale units. On account of the growing
gickness among small scale units, quitea sizeable proportion of bank
tunds was locked up in these units, It is observed that the amount of
bank funds locked up in sick small scale units which stood at Rs. 20-34
crores in 1983, increased to Rs. 3341 croresin 1988, Over the period
the amount of bank funds locked up in small scale units increased by
64 per cents This may be observed from the table given below.

Table—1
Amount of bank funds locked up in small scale units :
1983 to 1988.
No.of | ~Amount Average amount
~ Year Sick units outstanding of outstanding

(Rs. Crores)  Advances per

sick unit (in Rs. Lakhs)

19¢3 2135 20,34 0.95
1084 3432 24,12 0.70
1985 5299 29.49 0.55
1986 6489 26.14 0.40
1987 8692 35.39 0.40
1088 9125 33.41 0.36

Percentage 3270 64.2 —62.1

‘yariation in -

1088 over 1983.

Sourte : EIS; Centre For _‘Monit'o_r:in‘g' Indian Economy, Basic Statistics
Relating to Indian Economy, Vol : I (States) Sept. 1990, Table-9.13.

{,)
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The table indicates that during this period between 1983 and
the number of sick small scale units and;amount of bank funds locked:
Lsuch units have gone up quite considerably. It is against this
stound that an humble attempt is made tostudy the problem of
industrial units and  the role of commercial banks in solving the
lem of these units. -

Objectives of the study :

The study broadly covers the following objectives : (1) To
ire into the causes affecting the sick units in the small scale sector,
to studv the effect of industrial sickness upon commercial banks,
to analyse the measures adopted to rehabilitate the sick small scale
s.

Methodolagy of the study :

With regard to the methodology of the study, the study is
ertaken both with the help of Macro and Micro data and information.
macro analysis, reliance is heavily placed upon available standard
ature and on government publications and reports. For Micro study,
sick small scale industrial units operating in Berhampur Industrial
te are taken into consideration. In Berhampur Industrial Estate
e are 54 industrial sheds. About 44 small scale entrepreneurs have
pied these sheds for running their enterprises. As on March 1990,
33 units are functioning in the Industrial Estate of Berhampur.
hese functioning units, 18 units are sick industrial units as identified
Jistrict Industries Centre, Berhampur, and 11 Units are closed down
s. The remaining feur units are the On}y survival units. For purpose
nalysis, data have been collected from sick industrial units belonging
ifferent categories of industries like, agro-based, wood and forest
d, engineering and metal based, glass and ceramic and electrical and
tronics etc.

Definition and Meaning of Industrial Sickness :

A sick unit is defined as *a unit which has incurred a cash loss
last one year and in the judgement of the bank is likely to continue
irring cash losses for the ~current ~ year as well as following-year and
unit has dn.balance in its financial sttucture such as current ratio
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tal outsid e liabilities to the net worth”’.! This is definition which has
sen adopted by Reserve Bank of India. ¥

However, two important drawbacks are noticed in this definition.
rst it laid emphasis on cash losses. In the longterm perspective one
nnot afford to ignore non-cash expenses to determine the economic
ability of a unit. Second, it also laid emphasis on non-paymert of
\terest/ instalments and persistence of irregularity in the account which
ay not necessarily ‘arise on account of sickness. No distinction was made
etween defaults on account of sickness or otherwise.

Accordingly, R.B.I. suggested a modified definition of sickness
11089, According to 1989 definition, unit should now be considered

ck if it has at the end of any accounting year accumulated losses equal-

) exceeding 50 per cent of its peak notworth in the immediately
eceeding five accounting years. However, if financial position is difficult
) obtain a unit may be considered sick if it defaults continuously for a
eriod of one year in the payment of interest or instalments of principal
d therz are persistent irregularities in the operation of credit limits
. the banks. Industrial sickness is thus the outcome of financial
sorderliness in small scale enterprises.

6. Causes of Industrial Sickness :

Sickness in the small scale sector is caused by both internal and
cternal factors. Among the internal factors the most important are;
nproper project appraisal and planning, excessive bolding of inventories
 rawmaterials, higher level of work in progress and finished products,
rdy realisation of bills, cash losses, diversion of .shortterm funds to
xed assets, productive and non-productive diversion of funds to
.cociates and sister concerns, marketting and managerial problems etc.

Among the external factors, government policies regarding prices
1d distribution, sudden and wide fluctuations in the demand for the
roduct, shortages and irregularities in the availability of rawmaterials,
ower and transport, continuous rise in the cost of production and the
rices of inputs, inability to execute the project according to schedules
re considered as the major problems. '

Among the various factors responsible tor industrial sickness
. sick industrial units ©of Berhampur Industrial Estate, shortage of
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vorking capital supplied by commercial banks, faulty project appraisal
nd project planning, marketing problem, frequent breakdown of machines
nd machineries, lack of skilled manpower and labour unrest in industrial
1nits are cited asthe main internal causes for industrial sickness.
.ikewise, the external factors responsible for sickness in sample selected
nits are: shortage of rawmaterials, shortage of power, lack of transport
nd communication facilities, competition from outside entrepreneurs
nd rise in the price of inputs etc.

.7. Analysis of the data and
the major findings :

It is observed from the study that 10 out of 18 units reported
béut the shortage of working capital as the main cause of industrial
ickness in the industrial estate. In terms of percentage this is 55 per cent
fthe total sick units. Again, Sout of 18 units complained about
aulty appraisal and planning as the sole cause of their sickness. In terms
f percentage this . is 17 per cent of the total. Likewise, 2 out of 18 units
ach reported about poor marketing facilities and labour indiscipline
s the main cause of sickness. Percentwise this js 11 per cent of the total
1 each case. Only 1 out of 18 units reported about the breakdown of
achines and machineries as the sole cause of their sickness. This is
‘per cent of the total. It is further mentioned that 14 out of 18 units
eported more than one cause of the main factors for industrial sickness.
n other words 78 per cent of units reported industrial sickness due to
iore than one cause. The chief causes are: shortage of working capital,
arketing difficulties and inadéquate project appraisal etc: Among the
cternal factors, 13 out of 18 units reported shortage of rawmaterials,
owerctus, lack of transport and communication facilities as the sole
wses of sickness. Percentage wise, this is 72 per cent of the total.
esides 3out of 18 units reported hike in the prices: of inputs as the
le external factor for their sickness. Percentage wise this is 17 per cent
' the total sick units. However, 2 out of 18 units suggested that
mpetition from outside entrepreneurs asithe sole cause of their sickness.
his is 11 per cent of the total, It is observed that industries confronted
ith more than one external factors accounted for 67 per cent of the- -
tal number of sick units. 1t is; thus, clearly evident that industrial
ckness is primarily due to internal factors aggravating s,ick.ness among
nits in industrial estate.
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Effect of Industrial Sickness
upon Commercial Banks :

The commercial banks are seriously affected due to growing sickness
¢ industrial units in the small scale sector. The banks find quitea
cantial amount of money being locked up in sick ipdustrial units,
banks, Tecycling funds is the primary concern. However they come
s with a situation where substantial amount of scarce resources which
rwise would have been utilized productively elsewhere, were
wcessarily locked up in certain industries suffering from sickness. This
ffected their profitability and productivity to a great’ extent. Besides,
. come across with embarassing situations, when sick units do not pay
¢ instalments regularly, Very often they are pressurized for changes
spayment schedules, repeated pleas for the enhancement of the
owing limits, requestfor frequent overdrawal of accounts in the
nce of any balances in the accounts of industrial concerns and regular
nission of bills for discounting purposes etc. This creates series
rganisational and operational problems in the commercial banking

or.

Banks, too, arealso responsible .for growing sickness, supply of
nce is necessary but <certainly it is not an essential condition. The
¢ important task for the bank is to gauge the end use of credit. The
ks must see that loans given for the purpose are fully utilized for the
pode for which it is given. This calls for monitoring and management
ick units. Right from the sanctioning of credit ¢ill its growth and
iival, the commetcial bariks need to be associated with nursing, develo-

s and promoting the enterprises.

~ Interms of various indicators of industrial sickness such as:
fitability ratio, solvency ratio, liquidity ratio and turn over ratio, it
oticed that almost all the units have exhibited negative signs. Only
out of 18 units has shown improvement in the profit margins in the
ont years. But its performance with respect to other indicators of sick-
s is'not encouraging.

1dicators of Industrial Sickness

) Profitgbility Ratio : Cash flow to net sales (cash flow Ratio)
Net income to net sales (income Ratio)
i) Solvency Ratio :  Total tangible assets to total debt
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Sickness is of three types : born sick, made sick, and incipient
ickness. There isneed for restoring units suffering from incipient
ickness. The symptoms are frequent overdrafts by the unit, irregularity
n the cash credit accounts, slow turnover in accounts, return of cheque
Irawn by the horrowers, increase in intangible expenses, insufficient
rovision for ;depreciation, bad and doubtful debts, delayed payment of
redit and advances, heavy rejection of stocks despatched, slow movement
f stocks, defaults in the repayment of instalment of principal and rate of
nterest.

.9. Rehabilitation of Sick Units:
Proposed Measures:

Viable units need be rehabilitated and units which are non-viable
nd whose sickness cannot be cured must die a natural death. Rehabilita-
ion of sick units is a combined effort of government, financial institutions
ind the entrepreneurs suffering from sickness. However, the responsis
yility of financial institutions in general and the commercial banks in
varticu'ar is more important. '

It is observed that commercial banks need to carry out viability
tudies and nurse sick units which are considered potentially viable. They
ire also required to draw up rehabilitation programme in respect of the
botentially viable units on a case by case basis. This includes financial
-oncessions like waiver of penal interest, reduction of interest rate and
margin money, rescheduling the over due liabilities for recovery ina
phased manner depending upon the cash generation, grant of need based
working capital and term loan facilities and other measures like changes
in management, proposal of merger with healthy units. Banks and
institutions need to nominate directors on the board of the agsisted
companies in terms of provisions of the loan agreements for the purpose
of ensuring the conduct of the affairs of the unit in accordance with sound
financial principles. In cases where the attempts of banks/institutions
in nursing such units fail and also in cases where units are considered
non-viable, they may safeguard their interests by recalling the advances,
enforcing the securities and filing legal units.

1.10. Conclusion :

Small scale industries have developed phenomenally in the State.
But the sickness among small scale units has also equally grownup
considerably. Though there are many factors, sickness is mainly due to
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of problems. They fmd their scarce loans locked-up in sick units. Besides, it
also creates organisational and operational problems. Incipient sickness
can be cured. Rehabilitation programmes can be undertaken by banks to
restore sick units to normal health. Besides they can also nurse the units
after .revival. If combined action is taken by all, government,
commercial banks, financial institutions and entrepreneurs sickness

can be removed.
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Sickness In Hospitality

Industry of Orissa
-—Application of Gronroos Model

Miss P. Mohanty
Dr. Kumar B, Das

The Hospitality Industry, by nature and structure, is interpa-
al. It is multidimensional and worldwide in its operation and versatile
's objectives. The scope of its earnings is vast. Tt can function in the
ller settings as effectively and efficiently asin the wide ranging
onal and multinational operations. It has flexibility of adjustment to
ations which few other economic activities possess, Hospitality
stry is no longer viewed as a peripheral or luxury oriented activity,
nt for the business class and richer class of the societv. The ramifica-
 of hoteliering and related activities has reached out many sectors
he economy. In fact it is a very crucial resource generating activity
its role in pushing up the pace of economic development of a
ward region is very significant (Danielson 1987), The full effect of
1 operations on regional and national economy consists of direct,
rect and induced effects, the size being determined by the magnitude
emand for hotel services. (Das and Mohanty, 1991).

Demand for hotel services is largely determined by the
nities and quality of its services, upon which the profitability of a
itality firm largely depends. Quality of service is the crucial
rminant of the volume of sales of a hotel. If any establishment of the
iary sector aims to seek out a higher profitability, higher sales then
ust pay close attention to improve the quality of its services. The
nology of the hoteliering organisation is conceived as “knowledge
nology”’, as opposed to manufacturing technology where output
ity is physically measured. In this regard the service technology
ists of ideas, goals and rationale for the methods adopted. Hence,
hospitality industry must emphasise quality but not merely quantity.
iew of the rich tourist attractions and potentials, the tourism
stry of Orissa should actively market its product. Marketing its
uct is simply attuning the hospitality offer to the wishes and
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sumer. Perceived quality of any service depends upon two variables—
sected service and perceived service. Service quality can have two

nensions:

| " (@) technical quality
(b) functional quality.

The technical quality lends itself to somewhat objective
asurement by the customer. It is what the guest receives. It could be a
el, a room, a bed, a meal etc. Functional quality on the other hand
sresents the service process or the expressive performance of the
vice. This quality is perceived by the customer in a very subjective
nner (Lewis et al, 1986). Together, the technical quality and functional
lity of the service represent a bundle of service dimensions and create

overall feeling or an “‘image’’, which influences the customers’
pectation and which overrides the substandard technical and functional

ality delivery.

yjectives :

The paper attempts to measure the nature and degree of service
ality gap in the hospitality industry of Orissa by adopting the Gronroos
84) *and Parsuraman (1988), (G P) model. It seeks to unravel the
staries of the fact as to why some firms are successful and others are
k.
rvice quality gaps in the Hospitality Industry :

There exists a considerable amount Of difference in perceptious
tween customers and providers, usually which comes as a surprise to
o management of the hotel concerned. There are various e vidences that
nagement perception of quality of service frequently differs from the
rception of customers, colleagues and hotel staff even. This difference
perception is termed as ““service gap”. ‘Here an attempt has been made
undertake an exploratory qualitative study to investigate and concept
service quality- Four different service categories are investigated to
in insight into:

what managers perceive to be the key attribute of se rvice quality.
) what customers perceive to be the key attributes.
i) whether discrepancies exist between these two perceptions,

Y whether these results can be utilised to establish a general model to



[ 9 ]

The model developed by Grorifoos has been sinﬁplified and fitted

‘he data obtained from upper managerial personnel of 18 hoteliering
s, six hotels each from high spending category, medium spending
gory and low spending category existing in the cities' of Orissa.
vey was made as to what the mapnagement believes their customers’
ectations in selecting a hotel, their perception of their own hotels’
sice delivery, what customers particularly like and dislike about
v hotel and the overall fulfilment of expectations and satisfaction
h their hotel in view of customers who had spent room-rights
re. The same questions are asked at 200 randomly selected customers
ying in those hotels over a period of " two weeks, during the month of
sary 1991, Out of 200 customers, 93 were foreign tourists. Both
jagement and customers are asked to evaluate sixteen attributes on
5 ecale where 5 represent the highest rating. T— tests are used
ween each pair of attributes that represented a potential for service

lity gaps. Mean score and significance levels are represented in table

L)

W

Six hotels from Bhubaneswar, 3 hotels each from Cuttack and Puri
and 2 hotels each from Rourkela, Sambalpur and Berbhampur are
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Table—1.1 Gap mean difference and their significance
in the service quality model.
Service Means* Gaps?
Attributes

q g <3 %y By Bs Bs B Bs
Location 433 431 421 3.87
Price 390 4.00 320 2.67 . kEx %% *
Room size 332 410 325 377  sxx Hk *
Cleanliness 4.00 4.30 4.05 4.78 % * *
Modernity  3.05 3.40 274 2.37 #*%  xxx %
Service 409 416 421 365 s sx
Veriety
Promptness 3.43 4.00 358 4.00 sxx HAH
Professional 4.30 4.58 3.89 4.48 *K gk
staff
Convenient 4,17 4.15 378 381
reservation
VIP treatment 2.96 4.26 375 3.43 REXK %
Food quality 4.23 4.84 3.83 4.07 * *
Eating/drink- 432 4.74 421 3.94 ax» * % *k
ing options
Room service 3.86 4,47 = 4.38 225 « * ™
facilities '
Shops in Hotel 2.77 8.18 2.95 219 #xx *% *
Night life 336 453 3.44 222 « * * * *
enterainment i
Security/ 445 4.33 3890 4.42 *# FHk
quitness,

tes : 1. Attribute means on scale of 1 (low) to 5 (high)
x,—Management’s perception of consumers expectations
%9—Managements perception of its service delivery
x3—Consumer’s perceived service
%4, —Consumer’s expectations
t —test two tail probability < 0.01
** t—test two tail probability < 0-05
*¥* t—test two tail probability < (-10

2. *
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Four types of gapsare found asshown in the table (No. 1)
(=%,%x,) represents the gap between management’s perception of
nsumer’s expectations (X;) and consumer’s expectations (%,). Ba(=%3%,)
presents the gap between consumer’s perceived service (xs) and
nsumer’s expectation (Xy). Bs(=%xo%,) represents gap between manage-
nt’s perception of hotel service delivery (xq) and consumer’s perceived
rvice (X3). By (=%9x,) represents management’s perception of hotel
rvice delivery (xg) and consumer’s expectation (x,). Lastly Bs(=%;%y)
presents the gap between management’s perception of consumer’s
pectation (x,) and management’s perception of its service delivery (xg).

onclusion and Suggestions :

The above exercise reveals that there exists wide variety of
ps in the service quality, which constitute the main reason of low
cupancy and low profitability and sickness of the Hospitality Industry.
2nce in order to improve the situation and raise the occupancy level,
e hote] industry should adept following two steps :

(1) GO system and
(i1) Positioning Analysis.

) system refers to a system which generates opportunities or
w facilities for the consumers. With increased competition, evolving
chnologies and changing market needs, food services and lodging
ncepts are becoming gradually cutdated or obsolete than ever before.
he need, preference and demand of business travellers and tourists are
st changing and are likely to change dramatically in the coming years,
ttempts to adapt these changes should result in wide variety of trends,
te, menu diversification, fast food service, computerisation of the front
sk, audio-visual entertainments, specialised conference halls and
remonial lounges etc. Unless the firms keep abreast of the changes
‘the market place and manage to generate appropriate opportunities
at satisfy consumer needs and anticipate their wants, they risk losing
y competitive advantage they might have enjoyed or could have
tained. Therefore the Hospitality f1rms should have sound GO system
d ingenious planning.

The most successful way of meeting the future demand is
ositioning’ and increasing ‘segmentation’ » which is an effective means
having a sustainable customer base. Wxth the fast changing servlce

PRy . | |y T DU P, — ]
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iness »strategies. The formulation of policies for the Hospitality
ustry requires detailed information onthe temporal characteristics
risitors flows in relation to the capacity of the industry to accommo-
c them. The operator must make three decisions : (a) strategic
ision, (b) administrative decision and (c) operational decision during
course of each day and week in order to ensure optimal occupancy
2l A true successful entrepreneur is he who can juggle his respon-
lity to have high occupancy and profits today with the perceived
vice quality that ensures continuing profits and higher occupancy
] tomorrow. Thus in hotel operation it is necessary to combine the
duction element of the speedy and efficient provision of accommoda-
1and food and beverages with human element of a high standard
ervice and an attitude for that from the Hotel staff. This suggests
need for team work and for a participative style of managerial,
aviour based on the effective integration' of a high concern for
duction balanced with high concern for the customers.
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An Assessment of the

Growing Menace of
Industrial Sickness in Orissa

Mr. Ramesh Chandra Sarangi,
and
Mr. Bijaya Kumar Tripathy

ytroductory Remarks:

Industrial sickness is a phenomenon concommitment of the very
rocess of industrialization in which well-managed and efficient units grow,
hile ill conceived and inefficient units languish and gradually disappear
rom the industrial scene. In any econcmic system, it is quite natural that
he inefficient units have to give way to the efficient ones to grow. But
wver the past few decades the problem of industrial sicknese has not only
sorried the Govt., policy makers, industrialists and workers, but also it
as attracted a lot of academic discussions and policy prescriptions. It is
mperative to note in this context that, it is not industrial sickness per se
hat has really worried the planners, rather, it is its growing magnitude
hat has called for a close analysis and discussion.

r'he Recent Scene of Widespread
ndustrial Sickness in Orissa :

The problem of industrial sickness is widespread in Orissa. As at
he endof June 1986, not less than 25 per cent of the units under the
PICOL umbrella were sick. There are also a few important units in the
large scale and medium scale sector such as the Sewa Paper Mills; Orissa
Sponge Tron Limited; S, N. Corporation etc. which are sick due to various
reasons. A little reflection will reveal that industrial sickness is more
cerious in the Small Scale Industry (SSI) Sector in Orissa. According to
one estimate made by the O.S. F. C,, there were 085 sick units during
1986-87 and 1269 during 1987-88 which further increased to 1275 in
1088.89. The figure went upto 1331 as on dt. 18. 2. 1990 out of which only
639 units lacked viability.

As adequate and reliable data on the units belonging to unorganized
sector are not available, it is very difficult to find eut the extent of
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ness in this sector. But, if the experience of the organised sector is
‘guide for us, then quite a big chunk ofthe units balonging to the
rganized sector is also sick.

2 Role of the Governlment in the
nabilitation Programme of sick units"

The rehabilitation programme of the sick SSI units in the State
ar from satisfactory. As per the statistics made available by the
ectorate of Industries, Govt. of Orissa, out of 1485 sick SSI units
ntified as sick as on dt. 31. 3. 1988, only 88 units have been granted
h margin money assistance, 9 units have been given equity/soft loan
stance and 49 units have been revived entirely.

In a State like Orissa, where industrialization has been promoted
er the _State'patronage, increasing magnitude of industrial sickness
both growth and welfare implications. Several things are at stake
n an industrial unit becomes sick. The workers are thrown out of
ir employment, the share-holders incur heavy loss, the Banks/Financial
itutions do not get back their loans and the national product gets
ink leading to a chain of unhealthy economic effects culminating in
v standard of living of the citizens. Moreover, the budding
repreneurs get demoralised. This may have disastrous and adverse
2rcussions for further industrial and economic development., 4

Rationality [dictates that the units which are not commercially
)]e must be allowed to die. *“It is better that sick industries allowed to
rather than put on oxygen to wither away slowly”. On the other
d, social considerations demand that all out efforts. should be made to
ve the sick units so that the capital sunk in these units is not lost
all times to come. Further thousands of people are not thrown out of
ir employment and deprived of their daily bread. Under such a
ation, it is ver difficult to devise a policy relating to industrial
ness. However a lot of policy measures have been taken since late
ies, when industrial sickness first appeared as a problem.

These policies can be-grouped as:curative, preventive and
lforative. Reckoning that a number of measures have been taken to
ve the sick units, an FICCI study pointed out that they have by and
e failed. The important causes of failure are dicussed below.

First, every rehabilitation programme of sick units must be
led by a time bound action plan. This crucial aspect has been missing
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past. Fer the time being the crucial factor, in the absence of immediate
and timely action, the initially manageable sickness gradually intensities
into a major one thereby grinding a halt to the operations of the
affected units.

‘Second, in a State like Orissa where 99 per cent of the SSI
units belonged to the tiny sector, no relevant methodology of studying
the problem of sickness in this sector and feasible solutions have been
worked out for them. What appears to have been happening is that
while .emphasizing the SSI sector, the dissimilar context, in which the
tiny and big SSI units operate has not been taken note of. As a result,
the methodology and the set of prescriptions for reviving sick units
remain the same for all size/clsses of small scale units.This seems to be
the basic flaw in the methods adopted by the Government to combat
sickness in this sector. As a result, the incidence of sickness in the SSI
Sector in Orissa remains unabated.,

Third, if the past experience is any guide, it is evident that
.ad-hoc measures and piecemeal cures are not .the answer. An industrial
unit operates under a different set of economic condivions in industrially
backward States like Orissa. So the methodology adopted in the
identification of a sick unit in Orissa should differ from the units in other
advanced States. The official defini tions are only the financial parameters
for identifying a sick unit. Buta combination of both financial and non-
financial parameters like availability of technical know-how, production-
cost ratio, state of technology ‘etc. would prove to be a better indicator of
industrial sickness.

Summary and Coriclusion :

In the context of capital deficiency and widespread prevalence of
unemployment in Orissa, closure of sick units should not be tolerated.
Every posssible effort has to be taken into account so as to revive the
sick units. Besides, due to paucity of tunds at our hand, the rehabilitation
efforts need tobe less of financial nursing and more of structural
transformation,

The interests of the workers thrown out of employment due to
the closure of the non-viable units for all times to come must be borne
in mind. Besides specifying guidelines on liquidation of assets to pay off
labour and adequate compensation given inthe event of retrenchment,
Government must also evolve a policy whereby the same industrial unit

provides retraining facilities and is asked to retire the labour into new
ventures.
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In any modern industrial activity, power is the key input: But
2 power position in Orissa is very grim. Orissa’s over dependence on
dro-electricity power projects accounting for 62 per cent of the total
1erating capacity in Orissa—has made it extremely vulnerable to power
sis\n periods of drought, Considering the fact that the addition to
> existing capacn‘.y of electricity generation in near future is quite
ak, the proposal of developing consumer electricity co-operatives will
finitely help inthe conservation and effective utilization of the
isting power generation. A local consumer electricity co-operative is
vy likely to implement effectively such measures as rationalization of
mand patterns, a more even spread in the periods of the day. The
n.conventional sources of energy may be exploited.

Most of the industrial units in the SSI Sector suffer from
s-management and inadequate management. Therefore, it is very much
ential to train the management in the right lines. Adequate training
yuld be imparted for the growth of enterpreneurship,

Finally, it has been rightly complained that the Indian bureau+
ts often take more than two to three years to say a mere ‘No’ to the
ywth of new industrial enterprises. Delays and cost over-runs due to
h administrative lacunae as corruption and red-tapism very often
ve a healthy unit into sickness. So, all out efforts have to be taken to

ck corruption that has penetrated into industrial enterprises and
ction of loans there to.



Industrial Sickness
X in Ganjam District
—A Case Study

Dr. K. Nana Buchi
and
Srl Parameswar Seth

The district of Ganjam has assumed a significant position in the
State in mdustnal development of small scale units. Prior to 1973.74
_there ‘were only 273 small scale industries in the district. The
number increased to 3764 units by 1989-90, These industries provided
employment to 23,566 persons with a capital investment of Rs 3565.52
lakhs. Between 1973-74 and 1989-90 there has been an appreciable growth

+ of small scale industries in the district (Table-1).

Table—1
Quantitative expansion of SSIs in. Ganjam
0 between 1973-74 and 1989-90
7 Year No. of industries  Capital investment Employment
9 (in lakhs) generated
Upto 1973 74 273 146:46 - 1837
7475 45 27.48 309
75—76 110 51.01 1040
76—TT. 9L 20.67 411
77-78 © . 101 31.10 425
78=79 126 44 36 734
79—80 267 89.08 1368
8081 230 129.90 1495
81-82 245 ; 162.38 1704
82—83 311 233.3¢ 1880
83—84 321 33L.21 2008
84—85 286 236.28 2070
85—86 388 359.87 2312
86—87 208 371.87 '1745
87-88 266 401.96 1179
88—89 202 459.51 1064
8990 202 409.05 1085

Source—D.1.C., Ganjam, Berhampur

e Swio



[ 108 ] .

In addition to the small scale findustries, the cottage industries,
ndicrafts, Khadi and village industries and Panchayat Samiti industries
m a substantial paft in the industrial development of the district.
e district of Ganjam is famous for handicrafts like horn-works, brass 0
| bell metal products, applique works, wooden carpets, cotton carpets,
khadi’, toy-making, etc. Table-2 depicts the number of different
ustrial co-operatives under village industries, handicrafts, panchayat
iti industries, salt industries and coir industries functioning in the 0
trict by 1989-90. ! .

Table—2

Number of different industrial Co-operative
Society of Ganjan, 1989-90

No. Name of the Industrial Membership No. of Co-operatives

Co-operatives Active Sick/ Total
2 3 Moribund

. Village Industries 11,685 68 136 204
. Handicrafts 844 12 14 26
Panchayat Samiti Industries 545 10 2 12
Salt Industries . 2,308 5 7 12

. Coir Industries 211 4 -- 4 g
. Other Industrial Co-operatives 231 5 4 9

Source—D.1.C., Ganjam (Figures compiled).

There are 8069 cottage industries functioning in the district by (
)-90. They provided employment to 15,667 artisans with an capital
stment of Rs.233.66 lakhs, Of the 8069 units, village industries are
, handicrafts 375, modern crafts 425 and 3035 are under tertiary
or.

All the above shows that the district of Ganjam is industrially
loped like other developed districts of the State. Yet the study
als that many of the small scale units are either sick or defunct for
ous reasons. Table-3 gives a picture of the sick industries under SSI
s and other'industrial co-operatives.
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Table—3

Number of Sick industries and SSI Units,
in Ganjam, 1989-90.

Category No.of No.of No.of Package No.of Units

0. sick units units under Prep- can not be
units revived to be aration revived
) revived for revival
2 3 4 5 6 7
Food & Allied 43 13 - & 27
" products :

Chemical & 18, 4 1 — 13
Allied Products.
Glass and 9 4 = 1 4
ceramics .
Textiles 6 - — 5 1
Electrical & 6 — - 3 3
Electronics
Forest & Wood 5 - — 2 8
based

- Plastic and o 1 - - 1
Rubber products
Engineering 24 7 3 4 10
metal based :
Paper & 7 - 1 2 4
paper products

. Miscellaneous 10 2 " 1 5
based
Total 130 31 7 21 71

Source — D. L. C., Ganjam (Figures compiled).

auses of sickness :

The following are the important causes of sicknessinS.S.L
nits and other industrial co-operatives of the district :

. Marketing of products is one of the most acute problems that S. S, I,
units, tiny and cottage industries .are facing today. As no proper
market surveys are conducted before the establishment of the units,

----- - 9 . 9
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Most of the units are sick due to increase in the cost of production
because of lack of proper cost analysis. i

The small units do not have any proper advertising and publishing
media to popularise their products within their proximity.

Lack of attractive packing and distribution channel hamper in
marketing the products of small industrial units,

In addition to the marketing, finance is another important reason
for the sickness.

The artisans borrow funds to run the units from non-institutional

sources.at higher rate of interest. This leads them to deeper
troubles.

Khadi and Village Industrial units, Salt and Coir units runon
co-operative basis. Mostly they are being managed by the local
artisans who are lacking in technical and managerial ability and

experience (except, of course, the P.S. I units which are managed
by the departmental managers.)

Traditional method of production of the small units fails to attract
the consumer’s demand,

Many entrepreneurs start enterprises with high ideas. They do not
maintain financial discipline and keep high overhead costs. They do
not hesitate to borrow at high rates of interest and do not care to
economise costs. Further more, they fail to repay the borrowed funds
in time, Therefore, debt goes on accumulating. Hence, non-observance
of the basic principles of business management leads to sickness,

In addition to the above reasons, lack of working capital, non-
ability of raw-meterials, sunder utilisation of the capacity, labour
lems and competition, lead to sickness in the small industrial units of -
listrict.

Isures taken to cure the sickness :

The D.I. C, Ganjam, Orissa State Financial Corporation and
r commercial Banks have taken various remedial measures to cure

sickness, to revive the sick/defunct units and also to prevent
258,

. Of the total number of 3764 units the sick SSI units come to 130.

' - " 15
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nits have been declared as ““cannot be revived” by the D. I C. Prepara-
jons are in progress for the revival of 20 more units by giving package
ssistance. The Orissa State Financial Corporation provided Rs. 253.02
akhs as term loans and Rs. 8628 lakhs were given by the different
ommercial banks as working capital for the revival of the sick SSI units.

For the revival of the Handicrafts Industrial Societies, the D.I.C,
lso provided share capital of Rs. 47-3 thousand for purchase of 'machines
nd construction of buildings, etc., to the societies and Rs, 68.5

housand: as managerial subsidy to meet the financial expenses of the
taff.

To remove the problem of marketing of SSI units, the quality
ontrol measure and E. P, M. rate contract for the products of SSI units
re taken up by.the directorate of E.P.M.

The Orissa Small Industries Corporation has a branch at
Jerbampur to provide scarce raw materials like iron and steel, _caustic
oda, zinc, plastic granules, paraffin and match wax to the S.S. I. units,

29 Artisan multipurpose co-operative societies inall the 29
locks of the district and one Gramodyoga Marketing Co-operative
ociety of the district level have been established to help the artisans of
ottage industries, handicrafts and khadiand village industries in the
phere of marketing their finished goods.

As a revival measure the D.I C. conducted various training
rogrammes to improve the quality and volume of production and
nanagerial ability. Infrastructural facilities have also been provided as a
neasure to remove sickness.

Suggestions and Conclusion :

.  To prevent sickness a careful survey has to be conducted on the
industrial potentialities, availability of raw-materials and marketing
facilities of the product of the small units before their establishment.
In this connection what is more important is nct the number but
the quality of the product and th'e viability of the unit.

2. To avoid sickness such industries are to be taken up which can use
the available local resources and cater to the local demand, Those
industries should not depend on external markets,

3. It is observed that most of the units of khadi and village industries
are sick due to high cost, high price and lack of consumer’s choice.
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nill-oil to ‘Ghani-oil’ because of the fact that the price of the mill-oil
s comparatively less and the quality is superior. The same also
appens in the case of hand-made paper and mill-made paper.
‘herefore, it is suggested that such items should be avoided to reduce

ickness.

Competition between the products of small and large units leads to

ickness of small units. Steps should be taken to avoid such competi-

ion.

“rom the study it is noticed that, the number of sick units under SSI
s only 345% which seems to be very negligible. This hasbeen
ecorded by the D.I, C. basing on the report received regarding
ickness. If a proper survey is conducted many industries, which have
ot categorically been declared sick/defunct by D.I.C. come under
he sick category.

t is interesting to note that though there are 204 village industrial
o-operatives in the district, as many as 136 units are declared as sick
Table—2). It leads to non-utilisation of available raw-materials and
nemployment of local artisans. Immediate steps should be taken to
evive the viable units so as to provide employment opportunities to

he local artisans.

The study further reveals that there are some products, for example,
worn works and ‘Pato’ (Silk) are produced both by the industrial
o-operatives and the individual units in the district, This results in
ompetition between these two units and finally the individual
irtisans are compelled to close their units. Therefore, it is recomme-
nded that such competition should be avoided.

Steps should be taken to detect the sickness at an early stage and
-evival measures ba taken to save the unit from mortality.

y 3
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A View on Industrial

Sickness in Orissa
—Propensities and Prevention

Surendra Nath Behera

_ The growing incidence of sickness in medium and small scale
industrial units which adversely affects industrial production and employ-
ment, has evoked serious coneern all round. It is a national phenomenon.
As such considerable importance has been attached in recent years for
expedious revival of these units, as would be evident from the various
policy pronouncements of the Government. There has been a general
awareness of the situation and seriousness to tackle the problem in the
national interest. Industrial sickness has been witnessed from the advent
of industrialisation and is common to the developing countries as also the
highly industrialised countries of the world.

Defining a Sick Unijt:

The Reserve Bank of India has defined a sick unit in
medium and large sectors as one, which has incurred cash loss in the last
year and in the judgement of the bank is likely to incur cash loss in the
current year as well as in the immediately following years.'A sick unit is
characterised by a high debt equity ratio. It is the one which works well
below its break-even level on a continuing basis or one which fails to
generate internal surplus of a continuing basis to meet its obligations
and depends for its survival on frequent infusion of external funds. It is
indentified as one incurring cash losses. It faces liquidity problems
and imbalance in finaneial structure. The present industrial system
classifies unhealthy accounts into three categories, i.e. irregular, sick and
sticky. ‘It should not be assumed that a unit with persistent irregular
accounts would be considered sick. However, there may be cases of
sickness with seemingly regular accounts.

Symptoms of sickness :
' The following signs are observed among the sick units, which if
not taken note in time may prove disastrous for the units.

(a) Continuous irregularity in cash credit accounts,
(b) Failure to pay statutory liabilities,
(c) Non-submission of periodical financial statements in tim-,
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(d) Protit fluctuations, downward trend in sales and stagnation or
fall. in. profits followed by contraction in the share of the
market; '

(e) Constant utilisation' of cash credit facilities and failure to pay
timely instalments of the principal and interest in respect of
term loans etc;

(f) Higher rate of rejection of goods manufactured by the company
which often allows higher discount;

(g) Progressive concentration of major sales to fewer customers and
of sources of major raw materials in fewer hands;

(h) Diversion of funds for purposes other than running the units;

(i) Sudden and frequent changes in management;

(j) Decrease in working capital on account of increase in debtors,
decrease in creditors due to falling market reputation and piling
up of inventories;

(k) Rapid expansion and too much diversification within a short
time;

(I) Weak equity base and major changes in the shareholding
pattern.

uses of Industrial Sickness :

An industrial unit can become sick due to variety of reasons
ch can be broadly categorised into two heads :

(1) Internal factors.

(i1) External or environmental factors;

Internal factors include managerial deficiency, dishonesty,
urbed industrial relations resulting in poor labour performance,
concmic wage levels and surplus work force, project cost-escalation,
tilised productive capacity, faulty production programme etc. Envi-
mental factors include adverse market conditions for a prolonged
od, a serious imbalance between demand and supply positions and
>ssionary trends, faulty Government policy in respect of excise duty,
nges in international market conditions, perennial power shortage,

1 - _d 4 % ‘. . 9 g 9 ki - -
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Multifarious factors for which the industries tend to become sick
whose contribution to sickness is significant in small and medium
e industries can be enlisted as follows :

mismanagement which includes bad selection of the project,
inefficient financial materials and marketing management, unscrupulous
sales/purchase practices, neglect in maintenance and repairs,
diversion of funds for unathorised purposes; lack of modernisation,
absence of long term planning, financial incapability,, inefficient
management and love for temporary gains etc. make them sick.
The projects very often lack essential management inputs.

Assuming that the project is selected, formulated, financed and
grounded, there remains the problem of marketing of end products,

Many units are dependent on Govt. purcahses, But delayed payments
affect the liquidity base of the unit and paralise it. All the products
produced are not sold in time.

Power shortage or paucity of electricity is another cause of industrial
sickness. The Orissa State Electricity Board sanctions power but is
unable to maintain continuous power supply to industrial units.
The power cuts are for such long periods that it becomes impossible
to run an industrial unit without its own power generation. Power
shortage sets a serious constraint in utilisation of installed capacity.
Capital remains blocked due to inadequate power supply that is
under Government control. Most of the small units can not afford a
generator of their own.

Lack of integration among Orissa State Financial Corporation and
multiplicity of sources of financing the industrial units create
problem in the loans sanctioned and repaid.

Industrial units are facing problems in registration of the establish-
ment, sales tax registration, excise, license and obtaining no objection
certificate from the Pollution Board. For power connection, water
connection, sewer connection etc. they have to wait for along

time.

' The financing institutions are doubtful about the credit worthiness
or pay back capacity of the small scale entrepreneurs.
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without training, experience and competent knowledge, information
and well equipped data. The problem is further aggravated by
inadequate and improper technical assistance.

i) There is a slow process of input flow in right quantity in right time.
Much of delay is caus®d in processing and sanctioning by the financial
units and in decision making. Due to inadequate discipline among
technical personnel, sometimes vaible and fea51ble projects are turned

down or deferred.
z) Pre-implementation sickness appears with outstanding interest. In

Orissa, in many cases before implementation of the project, which
is perhaps one and half times more than Gujarat and Karnataka

the interests outstandmg during implementation period are so high

that either the amount is deducted from the doses of disbursement
or the investment subsidy gets adjusted. Neither the promotional
agencies nor the financial institutions monitor the implementation.

) Problems also appear in the front of upgradation of technology,
diversification, modernisation and expansion. Poor technology
results in manufacturing of substandard products and cost escalation.
Thus, the genesis of the problem lies in the unsuitability of the
product for marketing, inadequate credit for working capital
requirements for modernisation and diversification programmes and
non-availability or inadequate supply of raw-materials.

¢tent of Sickness in Orissa :

It is difficult to know the exact number of units that have
tually become sick as the organisations are invariably quite secretive
out it. On the basis of the available information, it can safely be
vted that about 50% of the units are not in the mainstream of
oduction, though they are enlisted in the group of manufacturing
its. The percentage of closed factories in the small scale sector of
e State was as high as 41:7% in 1974-75, which rose to 42-9% in 1976-77.

ey are all unhealthy units. ]

Table—~1 shows the extent of sickness in the small scale sector
at operates with a sanction limit of above Rs, 25,000/- :

(¥
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Table—1

Position of sick small units.

No. of units No. of units No. of units Amount of

T nseisted identified in PP/JRD outstanding
as sick accounts loan
(Rs. in lakhs)
3 1786 496 244 2086 g
(28-0) (14-0)
| 2461 865 454 2637
(33-0) (19-0)
> 2697 1198 698 3001
(44-0) (26:0)
) 4173 1051 760 1729
(25:0) (180)
/ 4212 1237 1050 2311
(31-0) (24:0)

ures in parentheses represent the respective percentages of the total)
Source :—Small Industries Business (SIB) Division, SBI Local
Head Office, Bhubaneswar.

Tt is clearly evident from the above table that the percentage of
small units, reached the highest level during 1985, when out of 2697
ted units, 1198 were indentified as sick constituting 44 percent having
utstanding loan amount of Rs. 3001 lakhs. A sick unit has a considerable
 burden. There has been an increasing trend of the units assisted
y 1083 to 1987, with growing percentage of sickness and in PP/RD
yunts, having larger amount of outstanding with an exception from
 to 1986 when it has declined. Total number of units included in the
ested Bills (PB) and Recall Debt (RD) accounts is another crude
ence of the rate of sickness, Units included in these accounts are
e whose financial transanctions have either been totally stopped by
ncing bank or the bank has initiated legal proceedings for recovery
e loan. Tt can be seen from the above table that the number of units
B and RD accounts have steadily gone up from 1983 to 1987. Inspite
e convincing arguments available from SBI data, the table portrays

a partial picture of the grewirg sickness in the small scale sector as
s having limits below Rs. 25,000/- remain outside the purview of the
ment Rocidee +he hank dace nat ecancider the units financed hve
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The Orissa Young Entrepreneurs’ Association complained that
e 1980 Industrial Policy of the Government has a bias in favour of
edium and large scale i};dustties with an unsympathetic non-preferential
eatment towards the small units. Prior to 1980, there were 59 medium
1d Jarge scale industries and 9119 small scale units in Orissa. During the
st five years about 226 medium and large scale industries and 14,318
nall units have been set up. They complained that the subsidy rate has
en reduced from 15% to 10% in Cuttack, Puri, Sambalpur and
indargarh districts.

ehabilitation and Prevention of Sick Units:

Rehabilitation and prevention of sick units are more important
1an setting up new industrial units. Normally only such units as have
ir chance of obtaining viability within a reasonable pericd should be
habilitated. A proper viability/techno-economic study encompassing
e multifarious facets of units operations, such as, technology employed,
roduction, sales/marketing, costing, organisational set-up, management
ractices etc. of a sick unit should be entrusted to reputed agencies of
nsultants to determine the precise causes of failure and recommend
e necessary remedial measures.

In order to combat: sickness in small industries, IDBI has devised
\e Refinance Scheme for Rehabilitation (RSR). The units assisted by the
FCs/SIDCs classified as sick or developing signs - of sickness are eligible
r assistance under the scheme. The OSFC has entered into an
rrangement with Industrial Reconstruction .Bank of India (IRBI) for a
ne of credit for revival of sick units. The rehabilitation assistance
king the nature of various concessions and sacrifices might cover inter-
ia the following forms.

(1) substantial reduction in the rate of interest on current
advances ;

(ii) margin money for additional term loan and working capital
requirements ;

(iil) payment of statutory liabilities ;
(iv) cash loss, if any, incurred during nursing programme ;

(v) minimum capital expenditure required for restoring the
unif: on a viable level ;
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(vii) temporary overdrawings against unpaid stocks for limited
period.

The IRBI, set up in 1971 has been extending assistan ce for revival
and rehabilitation of sick units in the form of term loan assistance and
hire purchase finance facility to meet essential ‘capital expenditure for
renovation, modernisation and also for bridging the liquidity gap. For
revival/rehabilitation of sick units a monitoring cell was created on the
IDBI to detect sickness and suggest measures -for tackling them. The IDBI
provides refinance to the extent of 100% of the rehabilitation loan, It
charged 9.5% rate of interest to the SFCs, which charged 10.5% to the
borrowing unit. No commitment charge is levied in rehabilitation
assistance. Since inception, till the end of 1986-87, the OSFC has
sanctioned revival assistance amounting to Rs. 223 crores in respect of
108 tiny, medium and small units out of the total of 985 units being
considered for revival which have gone sick or are developing sickness. The
units fully revived are now able to repay the loan. Various identified
reasons for sickness, such as, shortage of raw material, inadequate sanction
of working capital, maangerial deficiencies, marketing constraints and
obsolescence of machinery have been dealt with. Services of the Orissa
Technical Consultancy Organisation (ORITCO) and SISI are also availed.
In order to create awareness among entrepreneurs and promotional
agencies regarding facilities available under the RSR Scheme of IDBI,
#wo workshops were conducted at Rourkela and Bhubaneswar during
1085-86 and three workshops at Baripada, Berhampur and Puri during
1086.87. The New Industrial Policy of the Government of Orissa has
entrusted the OSFC/IPICOL for periodically monitoring the progress of
the existing industrial units.

Table 2 gives a picture of the rehabilitation of sick industrial
units by OSFC, by March, 1982.
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Table—2

District-wise sick Industrial units taken up for
Rehabilitation by OSFC till March, 1982.

istrict No. of sick units Type of industries
taken for rehabilitation. rehabilitated.
uttack 7 Wood work, Gem clips, Pins,

Tube light, Oil Mill, Dal Mill,
Body building, Gudakhu etc.

iri 9 Coconut Oil, Coir, Fibre, Match
factory, Ice Plant, Ice candy.

lasore 2 Rice bran, Oil and Extraction,
Rice Plant.

mbalpur 1 Rice Mill

1Jahandi 2 ) Cycle and rickshaw tubes and
other rubber products, Rice Mill.

renkanal 3 Alloys steel and casting, wire
drawing and nail, powerlopm.

njam 2 Wire drawing and nail, Bop_e mill
and allied products. {

ndargarh 3 Soft drinks, Stainless steel
rolling, Conduit Pipe.

yurbhanj 2 Processing CI casting.

1lbani 1 Oil Mill

-

Source : Annual Report OSFC, 1981-82

The Industrial rehabilitation programme has broadly three
, which are stated below:

Preventive Actinn — Pre-nursing:

The symptoms of weakness of an industrial unit always have a
beginning and as such at the operating level the bankers have to
0 watchful to the various danger signals by a unit, so as to detect
nt sickness followed by timely remedial steps before the situation
alls assuming crisis proportions. Strict monitoring of the operations
units on an on-going basis assumes paramount importance,

iiehabilitation — Nursing measures:

The banks and term lending institutions have served as a
sary for nursing the sick units, The basic objective of any nursing
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lucing irregularity. Once a unit has been identified as sick itis

perative for banks to satisfy themselves about the potential viability of _

ick unit based on techno-economic survey. To undertake nursing
sgramme, feasibility study is to be undertaken to assess regarding the
rket potential and whether the existing plant and facilities are
»quate to produce the required output. Additional input finance and
ayment sprogramme are to be made. A nursing programme brooks no

ay.

3) Post-Nursing:

As the risk exposure of banks in the rehabilitation of sick units
1igh, a close watch on the progress of revival measures and use of
ds as per envisaged plan require to be maintained by overseeing the
,rations of the assisted unit. Any shortfall or deviations in the projected
ivity levels, cost-runs under various rehabilitation expenditure etc.
uld need to be thoroughly probed into with a view to initiating timely

medial steps.

1ggestive measures for revival of sick units:

There is an imperative need ‘for in-depth studies and greater
istance to backward areas to realise the plan goal of balanced regional
velopment. Various steps in effective rehabilitation, such as, analysis

past operations, investigation of feasibility, scope of matket,
nunerative price, Government purchase, availability of raw materials,
wer are the areas to be carefully dealt with. Appointment of qualified,
perienced and suitable personnel with management expertise and
npetence must be made. Periodical review and regular watch over the
ysress of the units are called for. An in-built machinery must be
sssed into functioning for diagnosing potential dangers, identifying the
eds and finally heralding corrective actions timely for reconditioning
unwarranted developments on a continuous basis in order to keep
» industrial units fastened in a safe harbour. It is needless to mention
2t stewardship requires to demonstrate perception, clear foresight and
gmatism in these processes. There is a necessity for a changein
itude, approach and style of functioning. The human factor is to be
cen cate of. It is absolutely necessary to monitor the implementation of
» project just after the first disbursement. A new industrial culture
-ds to be created with a co-operative spirit and participatory approach,
ich will pave the way for a porspective industrial career.
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{andarpur College, Kandarpur
ri Amiya Chandra Panda,
Govt, College, Angul '
ri Anirudha Raul,
attamundai College,
attamundai

ri Alekh Chandra Jena,
ramhanajharilo College,
ramhanajharilo

ri Biswajit Dwivedy,

ollege. of Accountancy and
fanagement Studies, Cuttack
mt. Bishnupriya Mishra,

. D. Women’s College,
hubaneswar

i Bamadev Purohit,

. Deb College, Jeypore

1 Basanta Kumar Mohanty,
lalyagiri College, Pallahara
1 Bhabani Kumar Patnaik,
ara Tarini College,
irusottampur

1t. Bharati Das,

N. College, Khurda

. Benudhar Bhuyan,

JAT, Bhubaneswar

. Dibakar Nayak,
UAT, Bhubaneswar

| Debasis Patnaik,
rhampur University,

14. Sri H. S. Dash,

15.

17.
18,
19,
20,
21

22,

23.

24.
25.

26.

2

28.

-

Gandhi Mahavidyalaya, Rourkela

Sri Jayanta Kumar Das,
Nalagaja College, Nalagaja

. Dr. Jyoti Prakash Patnaik,

Sambalpur University, Burla
Sri Jagannath Lenka,

B.J.B. College, Bhubaneswar
Smt. Jyotsna Udgata,

P. N. College, Khurda

Sri Jitaram Dey,

Nalagaja College, Nalagaja
Dr. Kishore Chandra Samal,
G. M. College, Sambalpur

Sri Krushnapada Nayak,
Mabharshi College, Bhubaneswar

Sri Kartik Chandra Das,
D. D. College, Keonjhar

Ms. Lapita Swain,
Pattamundai College,
Pattamundai

Sri Manibhadra Behera,
Gopalpur College, Gopalpur
Ms. M. K. Devi,

P. N. College, Khurda

Sri Manoj Kumar Hui,

D. L. College, Bahalda

Dr. N. P. Patro,
Khallikote College, Berhampur

Sri Pratap Chandra Mohanty,

)
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As. Pratima Mohapatra,

'ri Satya Sai College for
Nomen, Bhubaneswar

mt. Premalata Mohanty,
3hadrak College, Bhadrak
ri Pankaj Panda,
Kamakshya Nagar College,
Kamakshya Nagar

Sti P. C. Mohanty,

L. S. College, Jagatpur

Sri Parameswar Seth,
Khallikote College, Berhampur
Dr. P. K. Tripathy,

N. K. Chaudhury Centre for
Dezvelopment Studies,
Bhubaneswar

Sri Ramani Ranjan Dhal,
Plot No. 662, Nuapalli,
Bhubaneswar

Sri R. C. Puhan,
V. N. College, Jajpur

Sri Ranjan Kumar Sahor,

8.S.D. College, Gurudijbatia
Ms. Ritanjali Dash,

Regional College of Education,
Bhubaneswar

Sri Radheshyam Pattanayak,
Gopalpur College, Gopalpur

Dr.R. M. Mallick
N. K. Chaudhuri Centre for
Development Studies,
Bhubaneswar

. Sri R K. Meher,
N.K. Chaudhury Centre for
Development Studies,
Bhubaneswar

y De Surendra Nath Misilra,

43.

44-

45,

46.

47.

48,

Dr. Sudhakar Panda, °

Utkal University, Bhubaneswar
Dr. Surendra Nath Mishra,
Berhampur University,
Berhampur

Sri Sridhar Behera,

Bhadrak College, Bhadrak

Dr. Sofia Khanam,
Rajdhani College, Bhubaneswar

Dr. Sushanta Kumar Das,
Ravenshaw College, Cuttack

Smt. Sailaja Nandini Jena,

. Bhadrak College, Bhadrak

49.

50.

Sri Sangram Kumar Mohapatra,
Gopalpur College, Gopalpur
Ms. Smita Panda,

B.J.B. Morning College,
Bhubaneswar

51. Smt. Saudamini Raut,

52.

54.

55.

Govt. Women’s College,
Keonjhar

Sri Saroj Kumar Rajguru
B ].B. College, Bhubaneswar

. Smt. Snehalata Mishra,

Utkal University, Bhubaneswar
Sri Satyabrata Mishra,

M.P.C. College, Baripada

Dr.S. P. Padhi,

~ N. K. Chaudhury Centre for

56.

574

58.

Development Studies, -
Bhubaneswar

Dr. Trilochan Satpathy,
Service Selection Board,
Bhubaneswar

Sri Triloki Dash,

‘Ravenshaw Evening College,

Cuttack
Ms Usha Maharana,

Rhubaneswar

L VR X, T



LIST OF PRESIDENTS

ar Host and Venue

Ravenshaw College, Cuttack
Dhenkanal College, Dhenkanal
Khallikote College, Berhampur
Utkal University, Bhubaneswar
Bhadrak College, Bhadrak
Panchayat College, Bargarh
OUAT, Bhubaneswar
Kendrapara College, Kendrapara
S. C. S. College, Puri

Nimapara College, Konark
Berhampur University, Berhampur
Utkal University, Bhubaneswar
G. M. College, Sambalpur
QUAT, Bhubaneswar

Municipal College, Rourkela

A

Ravenshaw College, Cuttack
Berhampur University, Berhampur
Vikram Dev College, Jeypore
Banki College, Banki
Kendrapara College, Kendrapara
S. C. S. College, Puri
M. P. C. College, Baripada

Not held
Utkal University, Bhubaneswar
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1 Sambalpur University, Burla

ted at :

Nabajivan Press ,
o PR T L N ‘( h“ﬁﬁn["r-?

__President

Dr. Sadasiv Misra
Dr. D. C. Misra

Dr.‘Bidyadhar Mishra

Dr. Baidyanath Misra

Dr. Chakradhar Mishra

Prof. R. C. Patnaik
Dr. S. P. Gupta
Prof. H. K. Mishra
Dr. D. C. Misra
Dr. S. Tripathy

Dr. N. K. Mishra
Dr. K. Kanungo
Dr. P. K. Patnaik
Prof. D. Mohapatra
Dr. B. N, Das

Dr. G. S. Das

Dr. Basudeb Sahoo
Dr. S. Mohanty
Prof. B. C. Parida
Dr. B. Bhuyan

Dr. G. C. Kar

Dr. N. P. Patro

Dr. K. M. Patnaik
Dr. T. Satpathy



