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INTRODUCTION
On July 14, 1977, in a climate of improved relations
between the U. S. and India, the Congress recommended
to the President the resumption of AID assistance to
India. Following discussions with Indian officials,
AID proposed a program of $60 million in FY 1978 and $90
million in 1979 for assistance to agricultural develop
ment and malaria control.
Planning the short run commitments underscored
the need for a longer term perspective on the Indian
economy and the role a U.S. assistance program might play.
To gain such a perspective and to advise on the desirable
evolution of the U. S. assistance program, the agency or
ganized a joint team of university economists and AID
officers. The group was instructed (1) to review the
prospects for Indian development, and (2) to consider a wide
range of program levels and activities for the 1980-84
period. It was also asked to express its views on the
most appropriate mechanisms for implementing the program,
keeping in mind the well known potential for friction in
donor-recipient relationships.
The team travelled to India in March for three weeks
of intensive discussions with Indian political leaders,
civil servants, social scientists, journalists, businessmen, farmers and others. Broken into several sub-groups
to cover more ground, members spent one week traveling
in various states. The chapters that follow reflect these
conversations with Indian officials and scholars. They
also reflect, in addition, equally intensive discussions
among team members in both India and the United States
about what they heard and saw.
A summary of major conclusions is presented initially.
The first part of the report, i.e., Chapters I - II
is an analysis of the current status of the Indian economy
and the plans that have been drawn up for the five-year
period, 1978-83. Chapter I paints with a broad brush in
examining the general economic conditions prevailing in
th, country and the overall Plan strategy.
Chapters II and Ill continue the analysis of the pro
posed programs and projects but at a more detailed level.
A number of rural development fields are examined, not only
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from the perspective of potential contributions to growth
and welfare, but from the perspective of the capacity of
the relevant organizations to implement the proposed
activities.
Chapter IV provides a brief history of the scope of
U. S. bilateral assistance to India. It also contains the
team's perceptions of the Indian position on the resumption
of such assistance.
Lastly, Chapter V contains the team's recommendations
of the priorities and funding levels that we believe are
called for at this stage of India's development.
Annexes include a list of meetings held in India,

a profile of India's poor majority, and some observations

on the impact of development on women.

Summary and Conclusions
India's Economic Performance
India's economic growth in the post war period has
been uneven. A spurt in the 'SO's that was marked by a
strong industrialization drive and by good advances in
agricultural output was followed in the '60's by much less
satisfactory performance as repeated monsoon failures
depressed agriculture. The industrial drive also slackened.
In the '70's new areas of strength have emerged. The high
yielding varieties have transformed agriculture in some
(particularly wheat growing) areas. Manufactured and
other non-traditional exports have begun to assert them
selves in international markets and immigrants' remittances,
tourism, and other service items have also imparted strength
to the balance of payments. However, economic growth
remains sluggish and vast numbers of Indians lack the
basic necessities of life.
The Global Perspective
With its population of over 600 million and a per
capita income of around $150, India is by far the most
important single arena in the struggle against world
poverty. It has been estimated that 50% of the world's
poor live in India. l/
India's performance is also important to solving the
world food problem. If India's agricultural production
were to grow at 4% annually, as projected in the new plan
rather than at historical rates, the total projected food
deficit in low income countries by 1990 would be cut in
half.
Clearly any serious effort on the part of the richer
countries to assist the developing world in improving the
welfare of the poor majority and addressing world food
deficits must focus substantial resources and attention
on India.
Financing the new plan:

Indian FY 79-83

The approach of the new government, as reflected in
the new Five-Year Plan, is to shift resources into agri
culture and rural development to create growth and employ
ment for the majority of the people. Overall growth in
1/ This estimate uses $150 per capita income as a worldwide
poverty line.

-4GNP is projected at4.7% annually. Though prudent, this
rate is still appreciably higher than the 3.5% rate achieved
over the past two decades.
To finance the Plan, the Government of India estimates
that 95% of resources will be available from domestic
savings, with only 5% from foreign assistance. While a
worthy goal, the team agrees with the recent World Bank
annual economic report, which points out that the implied
increase in domestic savings may be beyond reach and also
undesirable, given the present depressed state in the economy.
The team has, therefore, based its analysis of plan
requirements on the Bank's balance of payments projection,
which indicates a need for $14 billion in gross foreign
assistance over the plan period, a level almost double
that estimated by the GOI. This scenario calls for sub
stantial increases (roughly $280 million annually) in
foreign assistance.
In the early years of the Plan, foreign assistance is
valued priparily as a supplement to domestic savings.
However, in FY i981, a projected current account deficit
re-emerges,and the GOI would start drawing down its foreign
exchange reserves. The current S6 billion in foreign
exchange reserves and 20 million tons of food, are, there
fore viewed as a temporary condition which offers the Govern
ment an excellent opportunity to accelerat its economic
growth.
Alternative levels of U. S. funding
The team examined three levels of assistance from A.I.D.
for the 1980-84 period, assuming that contributions under
PL480 would be held approximately constant.
Under the lowest option, A.I.D. would commit $750
million over the period. This represents a program of
$150 million annually, a modest increase from the $90 million
proposed for FY 79. Under the second option AID would
commit increments of roughly S100 million annually, beginningy
from a level of S200 million in 1980. Total commitments
over the period would be S2 billion. Under the third op
tion, AID would commit S300 million in 1980, with annual
increments of S150 million for a total of $3 billion over
the period.
We then adjusted these commitments to relate them to
First, the
World Bank projections for the Plan period.
Plan ends
Indian
the
since
adjusted
be
to
had
time frame
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eighteen months before the 1980-84 period the team was
asked to address. Secondly, A.I.D. commitments had to
be translated into disbursements over the Plan period
to put them on a resource flow basis. Based on these ad
justments the team concluded that:
1. Over 50 percent of U. S. assistance--even at the
high option--will come from the disbursement of P. L.
480 commodities over the plan period. Under any option,
the U. S. would not be funding more than 10% of foreign
aid flows. Consequently there is little to fear that the
choice of options will create resource absorption problems
for the Indian economy. Indeed, the magnitude of the over
all deficit projected by the World Bank for the plan period
raises questions about the source oi the additional re
sources required to insure that the current Plan's objectives
are not jeopardized.
2. The most important determinant of the appropriate
level of funding--assuming that quick disbursing commodity
aid is not required to support the Draft Plan--will be the
availability, in the latter part of the Plan period and the
initial years of the subsequent period, of sound projects
that are consistent with both the priorities of the Indian
government and the mandate that AID concentrate its develop
ment efforts on the poor majority.
Indian priorities and A.I.D.'s mandate
The Plan gives highest priority (43%) to agricultural
growth and rural development. The goal will be to double
the past agricultural growth rate to 4% annually. The largest
increase in plan expenditures is for irrigation.
In addition to the funds specifically earmarked for
agriculture and rural indus'ry, much of the proposed ex
pansion of other sectors, such as electric power, transporta
tion, education and health are designed to benefit the
rural sector. This sector, therefore, will be the re
cipient of well over half of planned investment expenditures.
The team endorses this general strategy and finds the Plan
an appropriate framework for A.I.D. assistance to help the
poor majority.
In developing an assistance strategy for A.I.D.,
the team also gave weight to expected costs and benefits
of programs, the implementation capacity of relevant Indian
Government organizations, U. S. staff requirements and the
U. S. ability to contribute in fields where it has a well
recognized competence. On the basis of these criteria the
team recommends that A.I.D. commit S2.0 billion over 5

-6
years. We accord highest priority (35%) to surface irri
gation and (25%) to rural credit, much of which will
finance ground water irrigation. In order to capitalize
on the technical competence of U. S. scientific and
educational institutions, we have recommended 3% be spent
for agricultural research, training and extension. We have
also suggested that 8% be reserved for the support of
special programs targeted specifically on small farmers.
We believe these areas offer the greatest hope for in
creasing agricultural production and rural employment.
For rural infrastructure the team recommends 13%.
Most of these expenditures would be for rural electrifica
tion to energize pump sets and promote rural industry.
The balance would finance increased storage capacity needed
for the Indian Government's program to promote incentive
prices for farmers and decrease price swings which adverse
ly affect consumers.
The team recommends 16% for rural health and family
planning. The GOT's program for integrated delivery of
health, nutrition and family planning services is still in
an experimental stage. However, we conside-red efforts
in this area to be so crucial that the U. S. should seek
an appropriate way to assist. Lesser amounts (5%) are
recommended to combat malaria and provide safe water supplies
to rural villages.
The team has chosen the middle option because it would
provide substantially greater resources to promote key
programs in agricultural production, rural development and
health than the lower option. We believe that the gradual
increments are consistent with establishing a firm and
constructive new aid relationship with the Indians. A large
portion of the assistance is channeled through agencies
with a successful track record for implementation and we
believe the assistance can be vell utili:ed.
The high option raised substantially U. S. participa
tion, and the team was reluctant to suggest so rapid a build
up, particularly in programs which are still experimental.
The Indo-IJ.S. Aid Relationship
The team asked many of the Indians interviewed for their
vi ews about the successes and failures of the past aid re
lationship. M.lost Indians believe that prior to the 1971
crisis in diplomatic relations, bilateral assistance played
a significant role in the country's development. Oft
cited successes were the promotion of Indian agricultural
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as the
universities, the development of such institutions
the stimulatofon of
Rural Electrification Corporation, and
The importance
exchanges of ideas with U. S. scientists.
and
consortium
the
found
of the U. S. role in helping to
also
wa,
conditions
supplying food aid under near famine
stressed.
were often
However, some aid associated activities
aid on
viewed negatively. These included conditioning as money
areas
redirections of Indian policy in such key
in the
efforts
These
supply and exchange rate levels.
handed.
heavy
'60's were resented and considered
assistance, the
As regards the resumption of bilateral
wishes to offer
S.
U.
Indian policy i- to welcome aid if the
not be
it. Officials insist, however, that assistance other
On the
conditioned on proposed policy reforms.
to decide on
right
the
have
donors
hand, they agree that
anc. evaluate
project feasibility and to appraise, monitor Technicians
American
project progress. They will welcome
agreed
if they are well qualified and address mutually
size of
the
limits
priority problems. Within reasonable
approach
its
the USAID staff is not a concern. However,
and competence will be important.
not request
In line with their policy of welcoming but
specific level
ing aid, the Indians did not identify any
they did urge the
of assistance as appropriate. llowever,
the U. S. once
U. S. to resume the position of leadership
that a
clear
was
it
played in the Consortium. To them
required
be
would
substantial increase over current levels
to achieve this goal.
U. S. assistance
Indian officials said they would welcome rural de
agriculture and
in the fields outlined above:
In fact,
velopment, and rural health and family welfare.
in practical.
ielcomed
be
would
aid
we were informed that U. S.
In conclusion,
ly any field bearing on the rural poor.
to close rela
importance
we believe the GOT attaches great
relationship
aid
bilateral
tions with the U. S., and sees a
for mutual
area
as a positive and potentially significant
cooperation.

Chapter I
India's Economic Position and Development Strategy
1. The Indian Economy since Independence--Stagnation or
Progress?
With its population of over 600 million and a per capita income of around $150, India is by far the most important
single arena in the struggle against world poverty. It has
been estimated that 50 percent of the world's poorest
people--by A.I.D.'s definition of an international poverty
line--live in India.
Over the thirty years that have elapsed since Indian
Independence, determined efforts have been made, with
substantial technical and financial assistance from abroad,
to achieve significantly higher levels of income and out
put and to transform the economy through industrialization
and modernization of agriculture. These efforts have
met with setbacks as well as successes, and it is difficult
to draw up an unambiguous balance sheet. In some respects,
India seems remarkably immobile and recalcitrant to growth.
As the most recently issued Plan document points out, "it
is a historically unique fact that over the last six
decennial Censuses...the share of agriculture in the work
It was 73' in 1921,
force has nor diminished at all.
In almost all
1971....
73% again in 1961 and 73.8% in
countries economic development is associated with a
Even during the decade
significant decrease in this share.
1965-75, the share declined in 13 Asian countries. But in
India fairly rapid growth in the non-agricultural sectors
in the last 25 years of planned development has completely
failed to make any noticeable impact on the distribution
of the work force." i/
At the same time, growth of income has bcen sluggish.
Contradicting the ambitious targets of the earlier five
year plans, the overall rate of groith of the economy from
With a popula
1961/62 to 1976/77 works out at about 3.3%.
the increase
period,
this
during
2%
over
of
rate
tion growth
1',
over
just
at
unimpressive
is
in per capita income
in
countries
developing
far below the record of many other
1/ Draft Five-Year Plan (1978-83) Vol IT, p. 102
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Asia and Latin America.
The aggregate indicators just mentioned testify to the
difficulties of moving India's economy forward. These
difficulties are in part grounded in intrinsic economic
conditions such as unfavorable man/land ratios in agri
culture and in instit" ional resistances to change such
as are found the worlk over. The difficulties are also due,
however, to certain choices India has made and to certain
disciplines it has attempted to impose on the growth
process:
its successive plans have consciously attempted
to eschew development strategies that might have achieved
more rapid growth at the cost of sharply increased regional
or income inequalities.
But the few aggregate measures just mentioned are
far from telling the whole story. In spite of the slow
overall growth and the immobility of the occupational
pattern, considerable structural change has indeed occurred
in India. In agriculture grain output has doubled, from
about 60 tons in the fifties to about 120 million tons in
recent years. A substantial part of this increase is due
to a technological revolution in agriculture that has
already had a major impact on the northwestern states of
Punjab and Harvana, and that is now spreading to others.
Except during the years when the monsoon rains failed,
particularly in the mid-sixties, the enlarged output has
made it possible to accommodate the large increase in popu
lation, from about 360 million in 1950 to over 600 million
today. that has occurred as death rates have been falling
more rapidly than birth rates.
The growth of industrial production has been uneven.
After a spurt from. 1955 to 1965 when it proceeded at the
rate of 8%, growth slumped to half that rate in the next
decade. i/
But while India's industrial output consisted
largely of nondurable consumer goods (textiles, etc.) at
the end of World War II, the country now posses ses a full
complement of basic industries (iron and steel, cement,
chemicals, fertili:er, pulp and paper, etc.) and also
produces a wide range of machinery and capital goods.
Electric power generation has expanded consistently at the
substantial annual rate of 10 to 1i'1.
A forceful drive
has been staged to bring electric power to the countryside:
one third of India's 600,000 villages have been electrified
and over - million tubewells or pumpsets are now connected
to the network.
1/

During the last three years the pace of industrial growth
has re-accelerated to approximately 7% per year.
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2.

Recent Changes in the Balance of Payments

We have just noted a few major aspects of progressive
change and performance in the Indian ecomony. Other more
striking, but also more contingent indicators of an improved
position have appeared over the past two or three years.
India, which throughout the postwar period had been struggling
with foreign exchange shortages and frequently had to sup
plement its domestically grown crops with food imports from
abroad (mostly wheat from the United States), has accumu
lated, since 1973/74, around 5 billion dollars in foreign
exchange reserves and some 20 million tons in government
stocks of wheat, rice and other grains.
This dramatic turnaround serves to put a damper on
a certain kind of pessimism about India's international
economic position and its prospects that has been very
prevalent: namely, that the country was handicapped by
a particularly unfortunate export structure. Its traditional
staple exports such as tea, jute and cotton textiles were,
so it was pointed out, in stagnant or even declining demand
in wcrld markets. According to the critics of Indian economic
policies, moreover, the country had made matters worse
by pursuing an across-the-board import substitution policy,
behind high tariff barriers and elaborate exchange controls;
hence its new industries were bound to be inefficient and
noncompetitive.
It now appears that these pessimistic or critical views
were exaggerated. India's exports had actually been ex
panding at a gradually accelerating rate throughout the
fifties and sixties, and growth in both volume and value
terms became impressive in the seventies. During the last
four years,for example, volume growth of exports has been
around 10%i per year, while their value more than doubled.
Exports have become highly diversified and among the most
rapidly growing items are engineering goods from India's
new, allegedly non-competitive industries, that were original
ly set up to substitute imports.
Other factors have contributed to the balance-of
payments surplus of the last few years. A series of good
monsoons and harvests, coming on top of the continuing
penetration into India's agriculture of the new high
yielding varieties and associated agricultural practices,
have reduced the need for food imports while permitting the
accumulation of the already mentioned grain re -rve.
Furthermore, India has been the beneficiary of a substantial
flow of remittances sent home by it- emigrants from various
foreign countries, primarily from the Middle East which
has been attracting large numbers of Indian workers and
professionals.
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These various developments demonstrate that the
Indian economy can compete in world markets and possesses
areas of strength and dynamic growth. To India's leaders,
they were particularly welcome as they contaiin the promise
of release from permanent foreign exchange bottlenecks
and of eventual self-reliance.
However encouraging as a signal, the current balance-of
payments surplus is likely to be of brief Juration at this
particular juncture. Given the enormous development tasks
still before India, the surplus can only be understood as
the result of unanticipated favorable developments on the
supply (and foreign demand) side for which the economy's
domestic income and demand side was not ready. Once the
ambitious programs of the new Plan are under way, and
incomes and demand expand in consequence, both grain and
foreign exchange reserves are likely to stop rising. Even
with rather optimistic assumptions about continued vigorous
growth of exports, the Plan anticipates that balance-of
payments deficits will reemerge during the coming five-year
period and that, to cover them, foreign assistance as
well as some liquidation of accumulated reserves will be
needed. The World Bank, in its projections, substantially
It anticipates the reemergence of a payments
agrees:
deficit during the period 1980/81 through 1982/83 such
that a net foreign aid inflow of some 7 billion dollars
will be required to balance India's international accounts
over those three years. I/
At this point, a comment on the relation of India's
current balance-of-payments surplus to the case for financial
assistance is in order. The case for foreign aid to any
country is not narrowly based on a country's balance of
payments, nor should aid be increased or decreased every,
time upward or downward movements in its balance-of-payments
deficit are registered. Aid commitments should be made on
the basis of a country's development needs, programs, and
If there is one lesson that has been learned
performance.
from the history of foreign aid, it is that these commit
ments should be impervious to any but the most fundamental
changes in the economic and political structure of the
assisted country.
1/ According to Bank estimates, net aid disbursements from
1980/81 to 1982/8Z will amount to S7,120 million while
reserve increases are expected to be down to $160
million. See Economic Situation and Prospects of India,
World Bank, April 17, 1978, Table 1.4, p. 15. The
precariousness of a-1T. such estimates hardly needs to
be emphasized.
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There is nevertheless a connection between aid and
prospective balance-of-payments developments: foreign
assistance is usually given on the assumption that the
assisted country will, over a relatively prolonged period,
be able to "absorb" that assistance, which means that aid
funds will not permanently result in the accumulation of
excess foreign exchange reserves. We believe that this
general, long-run condition is satisfied in the Indian
case and feel strongly that, in the current short run,
India should not be penalized for the recent good performance
in its balance of payments.
Moreover, in this short run during which India is
accumulating foreign exchange reserves, the accumulation
itself can indirectly make an important contribution to
economic advance, because it provides government and
business with a source of domestic investment finance that
is held to be noninflationary--and is actually so under
the conditions of underemployment an general slack that
are still the earmarks of the economy. More will be said
on this topic in the next section.
3.

India's New Development Plan--The Macroeconomic Dimensions

The economic policies which are to be pursued by the
present Indian Government are spelled out in the recently
issued Draft Five-Year Plan for 1978-83. Like all such
documents, this Plan contains a full set of macroeconomic
projections for the economy. These projections serve as a
framework for the allocation of available investment re
sources. The essence of the Plan lies of course in the kind
of priorities it stipulates vithin the limits set by these
resources and in the sector programs that are expected to
implement these priorities. Nevertheless, it is useful
to give a very brief account of the major macroeconomic
targets set by the Plan.
In contrast to previous plans that often proposed
unrealistically high overall growth targets, the present
Plan intends to "restore the credibility of the planning
process" 1/ by setting an overall growth target of 4.7%
per year over the next five years,
Though prudent, this
rate is still appreciably higher than the 3.5% rate that
corresponds to the actual Indian experience during the
last two decades or so. To achieve it, the Plan finds it
necessary to advocate an expansion of the domestic savings
rate from the present 16.5% of GNP to 20.5% over the Plan
period. The needed additional public sector financing
1/ Draft Five-Year Plan, Vol.

IT, p. 4
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is not expected from new taxes, but rather from greater
efficiency in operating existing tax programs, from in
creased profits of public enterprises, and from a reduction
in subsidies on exports, fertilizer, and food.
The increased output postulated by the Plan is thus
expected to result from an increase in investible funds
rather than from any decline in capital-output ratios.
In this respect also the Plan is conservative. It counts
on a continuation of recent experience which shows a
capital-output ratio of around 4, rather than the over
optimistic 3 that was often implicit in previous plans.
The relatively unfavorable capital-output ratio is justified
in the Plan document by the importance of such long-lead
investment items as surface irrigation schemes and electric
power generation.
Total investment planned during the five-year period
is 105,990 crores of rupees, equivalent to some 132 billion
dollars. Public sector investment accounts for 56% of this
total. The investment is expected to be financed predominantl
by domestic savings: only about 5% of the total is expected
to be forthcoming through net foreign assistance.
Our comment on these macroeconomic projections can
be brief. While the target growth rate set by the Plan
appears feasible, doubts can be raised about the means
for reaching it that are advocated by the Indian planners.
The most recent World Bank report on India holds that the
savings rate that has been reached by the Indian economy
is substantial for a country at India's per capita income.
It doubts the need for, and the possibility of, extracting
substantial additional finance and even fears that such a
policy might endanger the growth and distribution objectives
of the Draft Plan. The Bank's estimate of net foreign
assistance available to India over the next five years is,
at $10.7 billion (current prices), substantially higher
than the Indian planning figure ($4.5 billion at constant
prices) and this is a major reason for the difference in
appraisal. 1/ In addition, it is possible that, because
of past experience, the Indian planners have this time been
overcautious in estimating the amount of capital needed
at the present time for achieving a unit of output growth,
considering the availability of excess capacity in many
industries as well as the room left for increasing agri
cultural output through groundwater irrigation w¢hich does
not require the long lead characteristic of surface irri
gation schemes.
1/ Economic Situation and Prospects of India, World Bank,
April, 1978 pp. 13-15.

-14Moreover, the current balance-of-payments surplus
and consequent accumulation of reserves make for a finan
cial opening that may not have been fully taken into account
in the Draft Plan. As a result of the accumulation, the
banking system is becoming more liquid. Hence government,
public enterprises as well as private business should find
it possible to borrow in the capital market to a greater
extent than is presently anticipated. In contrast to
borrowing from the Central Bank, borrowing from the commer
cial banks is considered noninflationary and does not enter
the budget deficit in the government accounts. 1/ This
convention, which is a datum of the Indian institutional
scene, has much justification both on intrinsic grounds
and particularly in the current situation of underemploy
ment of both capital and labor resources. Hence, foreign
aid without which the current reserve accumulation would
largely disappear helps break the domestic finance bottle
neck which might otherwise hold back the current Indian
In other words, while aid is needed
development effort.
in the future to settle payments deficits that can be
expected to reemerge, it also fulfills an important role
right now in alleviating domestic financial constraints.
4.

Principal Aspects of the New Development Strategy

While the macroeconomic projections of the 1978-83
Plan are notably prudent, the development policies ex
plained in the Plan document as well as in the numerous
conversations the team had with Indian officials have a
strong sense of direction. The essence of the new set of
policies is the emphasis on agriculture and on rural develop
ment. With 75% of the people continuing to live in rural
areas, it has become increasingly evident that poverty
must be brought under attack right where most of it is to
be found.
One way in which this strategy shows up in the Plan
is in the sectoral breakdown of investment. Programs and
projects specifically identified as agriculture or rural
development make up 43% of the Plan's projected expenditures,
That must be considered
against 38% in the Fifth Plan.
programs have
governmental
since
increase
substantial
a
with the re
themselves
to
reproduce
a well-known tendency
In
rigid.
quite
become
sult that allocation patterns
addition to the funds specifically earmarked for agriculture,
much of the proposed expansion of other sectors, such as
electric power, transportation, education, and health,
is designed to benefit the rural sector which will therefore
be the recipient of well over half of planned investment
expenditures.
1/ Ibid. , p. 19.
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Emphasis within the sector is to be given to major
and minor irrigation, to rural electrification (primarily
to facilitate the lifting of groundwater for irrigation
through tubewells), to agricultural credit for small and
marginal farmers, and to rural industries. In irrigation
the objective is an ambitious step-up in the irrigation
potential--17 million hectares as against 8.6 million
hectares created in the first four years of the Fifth Plan.
Particular attention is to be given to the full utilization
of already completed schemes and to minor irrigation through
either surface projects or groundwater development. Irriga
tion is of particular importance because of the increase in
agricultural output it makes possible through multiple
cropping and because of the consequent reduction in rural
unemployment and underemployment.
For the same reasons, the Plan gives high priority to
rural industries. The principal factor making for expansion
of this sector is likely to be the higher incomes earned
in agricultural production, but the establishment of district
industrial centers providing services and inputs, advances
in rural electrification, and more ample credit, marketing
and training facilities are expected to help. It is interest
ing to note that the Plan calls for an increase of cloth
production in the "decentralized sector" from 5400 to 7600
million meters during the next five-year period while the
output of the mill sector (4200 million meters in 1977-78)
is expected to increase by barely 10%.
It could be argued that stimulation of agricultural
production and of small industries is not likely by itself
to alter fundamentally the highly stratified social structure
characteristic of Indian rural society. It may even make
the rich richer and increase the social and economic
distance between the rich and the poor. For example, without
special safeguards, village electrification may result in
only the richer villagers being able to afford the expense
involved in connection, meter and monthly charges; moreover,
connection may be possible only for the better built houses
which meet certain minimum safety standards. Similarly,
the opportunity to install a workshop equipped with power
tools is likely to be seized by the wealthier and better
connected members of a newly electrified village.
This kind of objection calls for three comments. 1/
In the first place, while it is certainly true that techno
logical advances or breakthroughs, such as the introduction
of high yielding varieties and rural electrification,
1/ See Chs. II & III for a more extensive treatment of
some of the points made in the next few paragraphs.
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cannot by themselves alter the social structure, they will
often generate additional employment and incomes for the
poor majority. The major argument for rural electrification
is that it provides a reliable and inexpensive source of
power for the tubewells in the fields, with the already
noted consequences for multiple cropping and rural under
employment.
Secondly, the Indian Government is fully aware that
access to technological progress and capital improvement is
biased as a result of income distribution and social
structure. Consequently, it has formulated a series of
programs especially designed to make access more equal.
Small and marginal farmers as well as the landless are
able to purchase agricultural inputs (fertilizer, pump
sets, etc.) and cattle at reduced prices and to obtain
loans for these purchases at concessional interest rates.
Thirdly, the Government is carrying out several programs
that are directly addressing the sa tisfaction of basic
human needs and are therefore wholly focused on the dis
advantaged members of rural society. Among the most note
worthy of these programs are entirely new efforts in the
fields of basic education and public health. A large
scale program of adult education and literacy using locally
trained personnel is planned for people in the 15-35 age
group and a new Community Health Workers Scheme is to re
sult in a large para-medical staff that will have received
a short training course and will live in the villages.
These two programs are somewhat experimental and are due
to be evaluated; but if judged to be successful, they are
expected to cover the whole country in a period of five to
ten years.
The preceding paragraphs provide only some highlights
of the manifold programs being and to be undertaken.
Subsequent chapters will fill
out the picture.
The chances
that these programs will actually he carried out--as a
result of administrative energy and competence combined
with some pressures from below--will also be appraised.
What needs to be done here is to place the new approach
within a broader framework and to view it as part of a
distinctive growth strategy for the Indian economy.
It seems legitimate to infer from the new Plan that the
rural sector is now expected to perform as the leading
sector that will make possible a new phase of moderately
accelerated growth for the economy as a whole.
The post
war attempt to produce rapid growth through concentration
on "heavy" industry (intermediate and capital goods)
yielded disappointing results, perhaps because of
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insufficient demand, given the low level of incomes in agri
culture, for the output of both new and older industries.
The current strategy can be interpreted as a reversal of
financial and administrative resources
the earlier one:
on the rural sector and it is
concentrated
are now to be
expected that, with income expanding there, other major
sectors of the economy will also be lifted to higher levels
of activity. Instead of development "trickling down"
from industry to agriculture, from city to country, and
from the (comparatively) rich to the poor, present hopes
are for a "trickling-up" movement in the opposite direction.
What are the chances that this sort of "trickle-up"
strategy will work? Expanded incomes in the rural sector
will of course tend to stay right there to a substantial
degree as, with the low levels of income in the country
side, they will be spent in good measure on food and on
the products of locally produced handicraft and small
industry. Nevertheless, a portion should spill over and
would then lead to enhanced activity and fuller employment
in India's urban-based industries. Here unutilized or
underutilized capacity is frequently present and this
condition is in fact a further argument in favor of the
present strategy: normally, because of the high propensity
to consume of the poor, a policy of expandi- g their incomes
is fraught with inflationary dangers; but these dangers
are reduced when unutilized capacity is widespread. Similar
ly, the present level of foreign exchange reserves can also
serve as a shock absorber should current policies lead to
a substantial derived demand for imports.
The mere fact that the earlier trickle-down policies
were disappointing is of course no guarantee that the opposite
kind of policy will be a big success. But two propositions
can be asserted with some confidence. First, the
current policies are very much worthwhile undertaking
Sec.nd, under present circumstances,
for their own sake.
the risk that these policies normally carry--that is, the
possibility that they might be too successful in stimulating
and heating up the economy--is

rather low,

because of the

various reserves (of industrial capacity, grain, and foreign
exchange) that the Indian economy has been accumulating.
And with luck, the present policies may just be success
ful in their intrinsic mission of promoting rural develop
ment while at the same time imparting greater dynamism to
India's economy generally.

Chapter II
AGRICULTURE AND RURAL DEVELOPMENT:
A PRODUCTION-ORIENTED APPROACH TO THE POOR MAJORITY
The general directions of current Indian thinking on
development are embodied in the 1978-83 Plan and have been
reviewed in Chapter I. The increased attention to the rural
areas--and by implication--to the poorer sections of Indian
society was especially noted. This chapter takes up the
Plan's production-oriented priorities and programs in
greater detail and examines the mechanisms by which planners
expect the proposed rural development expenditures to have
an impact on the rural poor. The analysis also provides
the basis for judgments about the types of assistance in
which the U. S. would have a comparative advantage.
Agricultural Targets
Comparison of demand targets and expected growth in
output indicates that, with the exception of cotton, India
expects to be basically self-sufficient in agriculture by
1982-83. However, several critical estimates, i.e.,
food grains and oilseeds, have been given as ranges that
would permit considerable shortfalls. For example, the
global. production target for food grains at the low range
is equal to 140.5 million tons while the expected demand
at the high range is 144.5 million tons. Presumably this
would mean that if a deficit of roughly 4 million tons,
approximately the level projected by the International Food
Policy Research Institute, would occur, it would be within
the range that the Indians would regard as possible. l/
Several commodities are being given special emphasis.
Pulse production, for example, is to be given a high re
search priority, as are oilseeds. Because of the compara
tive advantage of high yielding wheat varieties, the out
put of pulses and oilseeds declined (or at least failed to
increase) in recent years. Prices have now increased
substantially with the result that the diets of the poorer
sections of the community have been adversely affected.
1/ The World Bank has taken this pessimistic view in its
projections for the preceding years as well, i.e., the
Bank assumes that there will be an average shortfall
of four million tons annually during the last 4 years
of the Plan. The underlying assumption is that the
growth in food grain production will be 2.9% instead
of 3.6% assumed in the Plan.
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In the livestock area, the emphasis on dairying is of
The model on which the industry
particular interest.
expansion is to be based is that centered at Anand in
Gujarat around the "Amul" trademark. A successful system
of cooperative marketing of milk and feeds has been
developed that provides additional income for large
numbers of small farmers and landless laborers. This
other
style of operation is to be implemented in a number of
major milksheds under the auspices of the National Dairy
Board. To the extent that these activities are successful,
the labor intensity of these livestock activities will
mark an important additional source of income for many
landless or near landless households.
Agricultural

Inputs

11.1 reflects current thinking at the Union
Table
level regarding the absolute and relative expenditures
on agriculture and rural development that are anticipated
As these estimates make
for Indian FY's 1979-85.
clear, the program is strongly oriented toward increasing
for
agricultural output with massive investments slated
Irri
power.
irrigation, agriculture inputs and electric
to
gation and rural electrification alone are expected
account for roughly 70 percent of public sector outlays
for rural development for the 1978-83 Plan and 30 percent
of Plan total. Many of the 17 million hectares that are
to be brought under either improved or new irrigation
stages
systems are in projects that are already at various
accelerated
an
Yet the acreage goal marks
of development.
the extent to which India's agricultural
expand
to
commitment
output is based on assured and controlled water supplies.
The emphasis on developing the country's irrigation
past
potential is soundly based on the experience of the
"green
so-called
the
elsewhere,
and
First, in India
decaUce.
the
to
largely
confined
been
revolution" technology has
Significant improvements in yields have
irrigated areas.
in the use
only been achieved with substantial increases
applied
be
only
can
of inorganic fertilizers, and these
moisture.
soil
in the presence of reasonably assured
Second, in addition to improving the levels of out
put, additional acreage under irrigation can be expected
to reduce substantially year-to-year variations in production,
1978-8
As the evaluation of past performance contained in the
output
food
in
fluctuations
Plan indicates, the dramatic
that characterized the early 1970s hurt the economy's
performance, not only because resources were diverted from
development projects, but because of the discontinuities
were
and uncertainties about resource availabilities that
created.
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also suggests that where agricultural growth is occuring,
particularly as a result of more intensive cultivation,
the
demand for labor has increased. This is the crucial
in efforts to improve the welfare of many poor rural link
Indian households.
Table 11.2 provides additional detail on
activities that are expected to be carried out other
under the
general heading of agriculture and allied activities.
(Subtracting minor irrigation from the total in Table
11.2
gives the total in Table I1.1.)
Many of these items are
overlapping in their description and it is difficult
to
distinguish frol the Plan documents precisely what
is to
be done under the various categories. However, the
pro
posed expenditures suggest several general observations:
1. It is clear that there is a continued, indeed, sub
stantially increased commitment to special programs
at small and marginal farmers, drought-prone areas, targeted
tribal
areas, etc. The additional resources allocated to
the
Small Farmer Development Agency (SFDA), Marginal Farmer
and Agricultural Labor Agency (MFALA), Drought-Prone
Areas
program (DPA) and Command Area Development (CAD) are
also
to be accompanied by efforts to improve their administrative
effectiveness by linking them more closely to block
and
district level planning activities.
2. Table 11.1 also indicates that, although there
are
additional funds provided for land reform and land
consolida
tion, the absolute level is not large when compared
to
magnitude of the task that remains. As the Plan notes, the
land reform is a state subject. Many states have not
yet
complied with national policies regarding land ceilings
and
tenancy rights, and there appears to be relatively
little
leverage available to the Union Government, at least
with
level of resources that have been proposed, for speeding the
up
the implementation of reforms that already exist on
the states'
legislative record.
3. There is also relatively little support in the
for local government and community development. This Plan
is
undoubtedly a function of a lack of clarity within
the
government regarding the precise role of locaL political
bodies in the planning and development process. A
prestigious
committee headed by Ashok Mehta has been set up to
make
recommendations on the future of the panchayati raj,
until this group reports, government policy in this and
area is
likely to remain cloudy.
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Estimated Public Sector Plan Outlay on Rural Development
Sector

1.

Plan
1978-83
$ mil.

Relative
Expenditure

Increase over
5th Plan
%

Agriculture and allied programs
including minor irrigation*

11,075.6

31.8

105

2.

Irrigation and flood control

9,215.1

26.5

130

3.

Fertilizers and pesticides

1,962.8

5.6

109

4.

Power for rural areas*

4,136.0

11.9

112

5.

Rural roads

930.2

2.7

60

6.

Rural water supply

889.5

2.6

77

?.

Rural health and family welfare

1,723.3

5.0

103

8.

Hill and tribal areas

930.2

2.7

78

9.

Rural education

1,627.9

4.7

65

10. Telecommunication and post

361.6

1.0

N.A.

11. Nutrition

162.8

0.5

55

37.2

12. Social welfare
13. Traditional and cottage industries*
14. Rural hcusing

Total rural outlay
As a percent of Plan outlay



1,162.8

3.3

203

581.4

1.7

809

34,796.5

100.0

43.1

Includes command area and special rural development programs, e.g.,
Small Farmer Development Agency, Command Area Development, Marginal
Farmers and Agricultural Laborers Agency, and Drought Prone Areas
Excludes institutional finance.
Progran.
*'Excludes
Source:

institutional finance.
Draft Five Year Plan: 1978-83, Volume III.

US$1.00 = Rupees

8.6
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Agriculture and Allied Activities
Plan
1978-83

Relative
Expenditures

$ mil.
1.

Agricultural research and education

2.

Agricultural production

3.

Percent
Increase over
5th Plan

%

494.2

5.4

102

1,308.1

14.4

95

Land reform and consolidation

407.0

4.5

115

4.

Soil conservation

523.3

5.8

104

5.

Food

174.4

1.9

22

6.

Animal husbandry and Dairying

959.3

10.6

88

7.

Fisheries

465.1

5.1

167

8.

Forestry

523.3

5.8

118

9.

Agricultural finance

1,162.8

12.8

92

10.

C3.miunity development and
local government

174.4

1.9

18

552.3

6.1

26

1,802.3

19.9

187

523.3

5.8

118

9,169.8

100.0

i1. Cooperation

12.

Special programs for rural
deelopmen:

13.

Command area development
Total outlay

Source:

Draft Five Year Plan: (1978-83), Vol. III, p.5

US$1.O0 = Rupeei

8.6
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The agricultural development program also contains pro
visions for substantial expansion in fertilizer availability,
agricultural research and training, extension and rural credit.
However, in summary, it would be fair to say that the key element
of the entire program is the rapid expansion in irrigation facili
ties.
In addition to the direct effects of major and medium
works to be undertaken by the Ministry and State Irrigation De
partments, adding to irrigated acreage through the provision of
pumps and tubewells (minor irrigation) is also the lodestone
of many of the special programs as well as such credit institu
tions as the ARDC.
Off-Farm Development Activities
Rural industrialization: Previous comments noted that a
substantial amount of offfYrm employment could be expected from
the construction activities associated with the irrigation and
agricultural development program. The Plan also provides sub
stantial resources for a revitalization of traditional and cottage
industries as well as encouraging the establishment of small-scale
modern industries in the rural areas. Major development expendi
tures are anticipated in improving the handloom industry, the
development of suitable industrial estates, creating improved
technical services for kadi and other small industries, etc.
in
addition to these direct expenditures, it is also anticipated
that new licensing guidelines will be implemented that restrict
the further expansion and the location of modern, large-scale
factories and the products that they can produce.
Examination of the evaluation reports prepared on various
similar schemes in the past plus conversations with those who
would be responsible for implementing the proposed program indi
cate that this aspect of India's proposed rural developrent
strategy must be considered experimental.
All indications are
that much of the small scale industry that currently exists does
so either in or on the outskirts of large urban centers.
Small
industries, too, require access to a skilled labor pool, supplies
of raw materials and markets for their products.
Recognition of
these needs has led to the proposal to establish rural growth
centers in which the elements needed for any successful industry,
i.e., power, roads and marketing facilities, would be
provided. Even with these incentives, however, unless
some fairly drastic protective measures are undertaken.,
it may be difficult to create a climate in which "infant"
rural industries can develop.
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Conspicuous by its absence from
Rural public works:
the Plan is a scheme for increasing employment through
The desirability of such pro
rural public works programs.
grams has been a much debated issue among Indian planners
and economists, many of whom would like to have seen an ex
panded commitment along the lines of the Maharashtra Employ
(Under the Maharashtra program, the
ment Guarantee Scheme.
state has provided a non-divertable fund of approximately
70 crores of rupees ($81.4 million) raised from special
professional and entertainment taxes, to provide for the mobil
ization of rural labor in the construction of irrigation
Critics of the public works proposals,
tanks, roads, etc.)
whose views are reflected in the 1978-83 Plan, argue that,
despite the insistance of supporters, many of the works
created art, poorly planned and poorly engineered. The
result is that the productivity of the expenditure is
Consequently, while the Planning Commission
extremely low.
firmly endorses the use of labor intensive techniques of
construction wherever possible, they appear opposed to such
features of the Maharashtra scheme as the guarantee of
work within reasonable walking distance of a villager's
home because it severely limits the types of projects that
can be undertaken.
It is clear from the determination of the State of
Maharashtra to carry on its scheme with its own resources
and recent expressions of interest by the Chief Ministers
of other states that the political pressures for some type
of rural employment scheme are highly likely to produce
Should
additonal experiments with public works programs.
these prove to be successful, it is to be hoped that the
"rolling" character of the central plan can be revised to
accommodate the lessons learned. Although there is reason
to be skeptical about the current ability of most states to
administer substantial public works programs, it is hard to
see how the incomes of the seasonally unemployed can be
increased without recourse to some sort of rural works
scheme. The irrigation and agricultural development schemes
t:iat are envisaged under the Plan are unlikely to fill this
need, for they are being constructed on engineering and not
The experience of Maharashtra and
agricultural timetables.
the Food-for-Work program suggests that with enough effec
tive local participation, some of the traditional problems
of management and supervision can be overcome. At the very
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least, it would appear that central planners need to con
tinue to evaluate these programs and to keep an open mind
on their inclusion in a comprehensive rural development
strategy.
Implementation Capacity
The proposed doubling in expenditures for rural develop
ment over the next five years requires an analysis of the
ability of the Indian administrative structure to carry out
the policies and programs mentioned in the planning documents.
It would be difficult enough if the increase was confined
largely to investments in the industrial sector where the
construction of factories and the installation of machines
can be more readily controlled. Attempting to carry out
such a massive program in the relatively inhospitable
environment of the rural areas makes the task even more formid
able.
Fortunately, in a number of the most important areas
there is reason to be confident about the organizational
and administrative capacity to carry out the proposed schemes.
In the area of agricultural finance, for example, the
Agricultural Refinance Development Corporation has developed
a well earned reputation not only of administrative competence,
but of being able to channel 50 to 60 percent of its funds
into the hands of small farmers for the purchase of tube
wells, motors, pump sets and other durable capital inputs.
(ARDC's capabilities were recently recognized by the World
Bank when the Corporation became the recipient of the larg
est Bank loan ever made to a single organization.)
In other important areas, past performance suggests that
the Rural Electrification Corporation (which the U.S. helped
to establish) and the Ministry of Chemicals and Fertilizers
also have the staff and the organizational competence to carry
out the duties that have been assigned to them. Similar con
fidence can be placed in the various organizations that deal
with the irrigation sui-sector. Indeed, in many areas where
problems have a large technical component, Indian engineers
and scientists have shown an impressive ability to overcome
implementation difficulties.
To a considerable degree, the same comments might be made
about the Indian ability to develop new agricultural technology.
In the Indian Council of Agricultural Research (ICAR), the country
has one of the few effective umbrella organizations for agricultural research that exists in the Third World. The ability
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of ICAR to coordinate All-India Commodity programs that
are the cutting edge of crop research has been recognized
internationally.
Constructing irrigation works, producing fertilizer, and
developing new agricultural technology, however, are only
Somehow, farm
necessary conditions for agricultural growth.
ers must be induced to exploit the potential of improved
inputs if government investments in their provision are to
In the past, when the focus of growth was on
bear fruit.
the larger, better educated farmer, prices were considered
as the basic instrument for facilitating adoption.
Adequate incentives will continue to be significant as
the government's concern shifts in the direction of the
smaller farmers. At the same time, however, it is increasing
ly recognized that the emphasis on. small farmers carries
with it the implication that reorganizing and motivating
extension activities must be given on a new and higher priority.
A number of states are already experimenting with the so-called
"training and visits" approach developed in conjunction with
Data from several pilot projects inWorld Bank personnel.
dicate that by having the village level worker concentrate
on a limited number of tasks for which he has received special
training, even very small farmers can be helped to increase
their incomes substantially.
There is considerable uncertainty as to how rapidly and
effectively this approach (or some variant) can be introduced
into an extension system whose primary purpose has often been
lost in a welter of paper work and non-agricultural duties.
in the
A source for optimism is the World Bank's keen interest
on
priority
matter and the indicated intent to place a high
the
of
developing an innovative approach that utilizes as much
existing system as possible.
As might be expected, the weakest organizations are those
as
associated with programs that have been characterized above
In most cases, the landscape is not completely
"experimental."
barren; ordinarily some field activities are currently being
undertaken. But in several cases, e.g., rural industriali
zation and special agricultural programs, the resource commit
ments currently contemplated are well above those that have
The logical conclusion is that in
been expended in the past.
these areas, implementation may be more of an organizational
and administrative problem than anything else.
In summary, for the most part the areas in which major
resources have been allocated in the 1978-83 Plan are also
areas in which considerable organizational maturity and com
Weaknesses are most apparent in fields where
petence exists.
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new programs are being shaped or where substantial increases
in the historical funding of "people-oriented" special
programs has been proposed.
Income

and Employmen-

Effects

An important element in the development strategy en
visaged in the current Five Year Plan is the reduction of
poverty in the rural sector. To assess the potential
the programs reviewed in the previous section have for
achieving this goal requires not only an examination of
the labor intensity of the activities being undertaken,
but also some indication of the extent and characteristics
of the current employment and poverty situation.
The literature on rural welfare in India is voluminous
and is reviewed in greater detail in Annex I. Although
ambiguous at some points, the most significant findings are
the following:
(1) Although there is no evidence that the incidence
of poverty has increased over time, the total size of the
population living below a nutritionally defined "poverty
line" would probably be on the order of 235 million, or
roughly 40 percent of the rural population.
(2) On the whole, there is evidence that as agri
cultural growth increases, poverty decreases.
However,
in certain rapidly growing areas, e.g., Punjab and Haryana,
the relationship does not appear to hold, at least when
National Sample Survey data on consumer expenditures are
used in the computations.
(3) The highest incidence of unemployment is, as
expected, among landless and near landless agricultural
households.
The improved welfare of these families, depends
on increases in the demand for labor or on the provision of
social services to which they have the opportunity for equal
access.
(4)
There are significant regional disparities in the
degree of unemployment.
Two thirds of the persons seeking
and/or available for work are accounted for by six states-Andhra Pradesh, Bihar, Kerala, Maharashtra, Tamil Nadu, and
West Bengal--that have only 44% of the population.
These
states also show a high degree of seasonal variability in
unemployment.
(5)
Programs aimed at alleviating poverty will have
to contend with local poiitical situations that continue to
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reflect serious divisions in Indian communities that have
existed for centuries.
Class and caste in India, as else
where, have an effect on economic life at the local level
that makes it difficult to reach the poor and low born
through traditional channels.
In the Draft Five Year Plan, the GOI has set a target
of eliminating unemployment and significant underemployment
during the next decade.
Some of these jobs are to be created
by efforts to encourage labor intensive rural industriali
zation and general economic expansion. But the major
determinant of success will be the extent to which new en
trants in the labor force can be productively absorbed in
If, for example, the goal of pro
the agricultural sector.
viding approximately 3 million hectares of land with irri
gation annually can be reached, GOI estimates suggest that
this would create 0.6 million new "jobs" each year. Another
potential source of employment is the increase in cropping
If appropri
intensity on lands that are already irrigated.
ate incentives can be developed to motivate Indian farmers
in this direction, it might be possible to add another half
to three quarters of a million jobs annually. This would
put the job creation capacity of these approaches at roughly
1 to 1.5 million annually.
Given estimates that place the increase in the labor
force at 6 million annually, it is clear that even if in
dustrial development were to absorb substantial numbers,
say 1 to 2 million, this leaves a large part of the increment
to be absorbed in labor intensive construction programs and
in the application of more labor intensive technologies in
agriculture.
The observations made above provide only the briefest
However,
sketch of the magnitude of the employment problem.
enough has been said to underscore the fact that while the
emphasis on agricultural development is -in essential and
necessary condition for improvin.z the position of landless
and near landless, it is unlikely to accomplish the task of
If the objectives of the
eliminating unemployment alone.
government are to be taken seriously, the Draft 1978-83 Plan,
with its
concentration of resources and institutional
strength in the agricultural area, must be seen as a step
in a phased commitment to broaden the base of rural develop
mont.
The "experimental" programs in industrialization,
along with mechanisms that permit the decentralization of
development works, will have to be pursued with sufficient
vigor to create the organizational capacity for significant
resource

commitments

in

the long run.

Chapter III
EDUCATION, HEALTH, NUTRITION AND FAMILY WELFARE:
A MINIMUM NEEDS APPROACH TO REACHING INDIA'S POOR
Increasing the capacity in agriculture and rural
industries to provide gainful employment is obviously a
necessary condition for improving the welfare of the poor
majority. An important complement to production-oriented
approaches to poverty exists, however, in the provision of
public services that minister directly to certain basic needs
of the population. Because they are public services and
hence do not require assets for participation they can, at
least in principal, be extended to all social classes
irrespective of economic status.
The appropriate level for public expenditures in the
social services field has been a much debated topic among
Indian planners. As Table II.1 indicated, expenditures
on several categories of "needs," e.g., housing, water supply,
etc. are to be increased significantly. In others, the in
creases are considerably less so that the overall expenditure
on social services is expected to increase by roughly 50%
over the prior five-year period. (This compares with an
increase of over 100% in fields of irrigation and agri
culture.)
Education
The proposals for education during the Plan period
contain major policy changes:
(1) A nationwide program to combat adult illiteracy
is to be launched. The objective is to reach two-thirds
Outlays will grow
of all adults in the age group 15-35.
from 1% to 10% of the education budget.
(2) A far greater priority will be given to expansion
of elementary aducation. Plans are to reach about 32 million
chiJdren increasing the coverage from 69% in the age groups
6-14 to 90%. About one-half of the education budget is
allocated to this objective.
(3) Expansion of secondary and higher education is
to be kept to a minimum. The emphasis will be on increased
vocationalization of secondary schools and improved quality
of higher education.
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(4) Measures are proposed to increase the relevance
and efficiency of education at all levels and to ensure
a rural bias.
While Indian planners appear clear about the goals,
they frankly acknowledge that the task is formidable and
they are experimenting with new approaches. For example,
a major headache is the inefficiency of the elementary
school system. While more school buildings are admittedly
needed in some areas, in many others, the), are severely
underutilized. Out of every 100 children that enter class
I, only about 40 complete class V and only about 25 complete
class VIII. A restructuring of the present approach seems
to be in order, but thus far diagnostic efforts have not
provided a consensus on alternatives to the present system.
If, for example, the major causes of "dropping out" were
economic, i.e., the incentives to witlidraw children for work
in the fields or home, then there is little that can be
done about the problem in the short run. If, on the other
hand, the dropout rate is in part a function of irrelevant
curriculum, poorly motivated teachers and uncomfortable
facilities, programs to overcome these deficiencies could
be initiated. (Many of these same questions bedevil the
adult literacy program. The Plan seeks to enlist voluntary
groups, but the waters are largely uncharted.)
In view of these uncertainties, the Indians did not
accord a priority to U.S. involvement in education, except
in areas such as agricultural institutions where the U.S.
If the U.S. has
has an acknowledged contribution to make.
relevant experience to offer in mass primary and adult
education, a modest sum might be made available for joint
research, short term exchanges for pilot approaches, perhaps
under the Indo-U.S. education and cultural subcommission,
or a research institute.
Health, Nutritution and Family Planning
Integrated rural health program: Infant and child
mortality still represent a shockingly high wastage of human
life in India. Roughly 30% of children die before their
fifth birthday. The cause is usually a combination of poor
nutrition and infectious and parasitic diseases.
The Plan acknowledges serious dissatisfaction with
the existing health care model, borrowed from the West,
with its emphasis on high cost services, urban hospitals
and high level specialists. As a consequence, the govern
ment is experimenting with an alternative model, known as
the Rural Health Scheme. The objective is to provide simple
and integrated health, family planning, and nutrition
services throughout the rural areas. The scheme calls for
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(1) the provision of one part-time community health
worker and one midwife (dai) for every village of 1,000,
(2) the availability of a health subcenter staffed with
two multi-purpose health workers for every 5,000 people,
(3) the establishment of a fully staffed primary health
center for every 50,000 people. Each of the country's 105
medical colleges is to be given responsibility for compre
hensive health care in the surrounding area, and more
thirty-bed rural hospitals are to be constructed. The goal
over the Plan period is to reach 71% coverage by sub-centers
and 46% coverage by primary health centers.
Such an integrated approach has received strong support
in the recent report of the Joint FAO/WHO Expert Committee
in Nutrition, which noted that "linking the health, nutri
tional, and family planning services.., is likely to increase
the attractiveness and effectiveness of each. In p,.rticular,
the attitudinal changes resulting from reduced infant mortal
ity and improved nutritution and health are likely to in
crease receptivity for the idea that family size can, and
should, be determined by conscious choice."
A few developing countries, among them Taiwan, the
People's Republic of China, Korea, and Sri Lanka have
achieved especially rapid reductions in infant mortality,
which have been followed by rapid reductions in birthrates.
While many socio-economic factors are at work, many experts
agree that a marked decline in infant mortality appears to
have an especially significant impact on birthrates. More
over, a comprehensive "family health program" is more likely
to elicit local support than cther approaches, and it pro
vides "entry points" where clients are receptive to family
planning information.
The Indian Rural Health Scheme plan was just launched
October 2, 1977, and evaluation is underway. Therefore.i
is too early, to assess ability to meet its targets. How
ever, it is evident that substantial resources for train
ing, equipment, and construction will be required if

it

is to be implemented fully on a national scale.
Provision of village water supplies and improvement
of urban slums: Out of a total of nearly 600,000 villages
in the country, only about 64,000, accounting for roughly
10% of the rural population, have any form of safe drink
ing water facility. The Plan proposes to provide safe
drinking water to another 103,000 villages.
The Plan also calls for slum improvement including
(2) expansion of water supply and sewerage (b) paving of
streets and (c) provision of latrines. Areas inhabited
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by scheduled castes, particularly scavengers, are to be
given priority.
Malaria control: India's malaria eradication program
in the 1950s and early 60s brought malaria incidence down
to less than 100,000 cases and no deaths by the mid-1960s.
Since then, however, malaria incidence has risen dramat
ically reaching 5.8 million officially reported cases last
year. This resurgence was the result of several factors
including insecticide (DDT) and drug resistance by the
vector, and withdrawal of government and community support
once malaria ceased to be a major problem.
The Government of India now has adopted a modified
plan of operation to bring malaria under control "as soon
as possible."
While the long term objective continues to
be eradication, the Plan has the immediate objective of
reducing malaria incidence and prevention of death. The
Plan envisages a three-pronged attack through (1) government
field operations such as residential spraying and drug
treatment, (2) community participation and (3) training
and research.
While India has had considerable experience with
malaria eradication, the success of the current program
will depend heavily on the timely availability of appropri
ate insecticides for spray operators. AID is proposing
a program starting in 1978 to help meet these needs.
Special Nutrition Programs: The 1978-83 Plan notes
that the nutritional status of the population can only be
ensured by increasing food production, promoting nutrition
education, and increasing the purchasing power of the poor
so that they can afford an adequate diet.
The Plan states that supplemental feeding programs,
while desirable, are not an adequate answer to the problem.
At the end of the Fifth Five Year Plan, the midday meals
program reached about 13 million school children. The
special nutrition scheme reached about 6 million pre-school
children 0-6 years old, and pregnant and lactating mothers.
These programs are carried out primarily with food contri
buted by CARE, with some costs and additional food contri
buted by the States.
Catholic Relief Service, Lutheran
World Relief, and Church World Services have smaller non
governmental programs of their own.
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which would preclude the States taking over and replicat
ing them throughout India. However, to the degree that
major food donations are available from CARE, the Indians
see their own supplemental contribution as worthwhile.
Moreover, the program is popular and visible.
While
raising rural incomes will hold the key to better nutrition
in the long run, feeding hungry children is a concrete
effort in the short run.
To the extent that such efforts
can also be used to make the elementary education system
more efficient by decreasing the dropout rate, the feeding
programs will have created a bonus.
The Plan projects an increase of one million recipients
in the most vulnerable target group under the special
nutrition scheme and four million under midday meals tar
geted to backward areas.
It also seeks to consolidate the
existing program to assure greater continuity of supply
where needed and better integration with other health
services where lacking.
Family Welfare Planning: Family planning received
a severe setback in recent months due to the excesses
committed during che Emergency period. Sterilizations, the
primary method used in India, declined over 90% as compared
to the last year.
Initially, Janata Party officials talked
of "natural" methods such as celibacy and abstinence.
However, as the disastrous nature of the setback to the
program became evident, the Health Minister began calling
for urgent steps in "family welfare," including sterili
zation.
As indicated above, family planning is to be made an
integral part of a comprehensive health and nutrition
program. The new emphasis is on voluntary acceptance of
family planning thrcugn education and motivation. A revised
motivational strategy is under preparation. The program
continues to offer monetary incentives for sterilization
and IUD insertions.
The overall goal of the program is to reduce the
country's birthrate from about 35 per 1,000 presently
to 30 by 1983 and further to 25 per thousand by 1989.
It is estimated that to achieve the goal of 30 per 1,000
by 1983, approximately 360' of the couples in the repro
ductive age group (110 million) will have to be protected
by some method of family planning, as against 25% protected
currently.
The operational targets for meeting this goal
are:
25 million sterilizations and 5 million IUD inser
tions, besides raising the level of conventional contra
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ceptive users from 3 million to 6 million during the
next five years.
There are formidable obstacles to reaching Plan
targets.
India's
ability to achieve several million
sterilizations a year will require, aside from strong
leadership, the availability of doctors and hospital/clin
ic facilities in rural areas. Also, much will depend on
the vigor with which the integrated rural health scheme
is implemented and the supporting infrastructure is
provided.
Summary
The Draft Five Year Plan devotes a substantial.
amount of space to a "revised minimum needs" program.
And, although the relative increments in expenditures
are a good deal less than those proposed for increas
ing production, the absolute amounts represented are still
substantial.
The uncertainty in the "minimum needs" program lies
in the capacity to implement. Many of the programs being
discussed are at best pilot projects; at worst, they
represent theories and hypotheses that have yet to be
Perhaps the only safe generalization at
fully tested.
this point is that success in developing a mechanism
for improving the effectiveness of health delivery systems,
particularly those associated with family planning, ought
to be pursued with the same vigor as programs aimed at
increasing agricultural production.

Chapter IV
INDO-U.S. AID RELATIONSHIPS
Brief History of U. S. Aid to India
Up to 1971, the U. S. provided India with about $10
billion in development loans and technical assistance and
food aid. In the ten years prior to that date, U. S.
economic assistance averaged slightly more than $600
million annually. Roughly $300 million was made avail
able in the form of development loans and grants; the
balance was provided in food aid, mostly under PL 480
Title I credit sales.
The Indo-Pakistan war in 1971 led to suspension of
U. S. development lending to Pakistan and India. Subse
quently, a large-scale foreign assistance program was
resumed in the former but not the latter. Although an
offer was made to India to continue a scaled-down
technical assistance program, in the existing chilly
political atmosphere, the GOI indicated that it wished
to phase out entirely the U.S. aid supplied under the
Foreign Assistance Act.
Food aid under PL 480 Title I credit sales was also
suspended from 1972 through 1974 and resumed again at
half a million tons of wheat (worth roughly $100 million)
in 1975 and 1976. In 1977, wheat continued to be allocated
for India, but it was not sent because of record harvests
and high stocks. Vegetable oil worth $25-35 million per
year was provided in 1977 and 78.
Food donations through U. S. voluntary agencies and
the internationally supported World Food program continued
throughout the '70s. These agencies provide food for
child feeding and food-for-work projects. Commodities
valued at roughly $100 million plus freight of $30 million
were shipped in both FY 1977 and 78.
The United States also continued to contribute to
Indian development through its participation in multi
lateral assistance agencies, such as IDA and the World
Bank. The U. S. provides over 30% of IDA's soft loan
replenishment funds which would indirectly amount to
over $200 million of IDA's annual commitments of roughly
$600 million to India.
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-36The team asked many of its Indians interviewed for
their views about the successes and failures of the past
aid relationship. With few exceptions, responses followed
a consistent pattern. Most Indians believe, for example,
the contribution of U. S. bilateral assistance to the
Indian economy before the 1971 crisis in diplomatic
relations played a significant role in the country's
development. U. S. assistance was perhaps most valued
in the mid-sixties when two successive drought years
brought on near famine conditions in parts of the
country. Oft-cited successes in U. S.-Indian collabora
tion were the promotion of Indian agricultural universi
ties, the development of such institutions as the Rural.
Electrification Corporation, and the stimulation of
exchanges of ideas with U. S. scientists.
Many Indian officials also emphasized the positive
role played by the U. S. in founding the consortium of
donor countries and the significance of the resource
transfers to which the U. S. had contributed, both
directly and indirectly.
Some aid-associated activities, however, were often
viewed negatively. In the mi-sixties, the United States,
together with the World Bank and IMF, used its position
to influence the direction of Indian economic policy in
such key areas as money supply, exchange rate levels,
tariff protection and exchange controls. The devalua
tion and subsequent liberalization measures were under
taken, according to Indian officials, because they
believed that substantial levels of non-project aid
would be forthcoming for some time to come. When the
increment evaporated after a single year, forcing a
substantial retrenchment, the Indians felt they had been
misled. President Johnson's "short-tether" on food aid
also created resentment and was seen as a particularly
heavy-handed attempt to inFluence domestic policy.
GOT Position on the Resumption of Assistance from AID
The Indian policy is to welcome the resumption of
bilateral assistance, if the I. S. wishes to offer it.
This position was stated with impressive consistency
by the Secretary of the Department of Economic Affairs
in

the Ministry of Finance,

by the Minister himself, by

the Deputy Chairman of the Planning Commission, by the
Secretary of the Planning Commission, and by the Prime
Minister.
(The Finance Secretary referred explicitly
to his address to the 1977 Paris meeting of the Con
sortium, attached as an appendix to this report, as an
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authoritative statement of GO1 policy on foreign assist
On this policy we heard no dissent or qualifica
ance.)
might have suggested that it did not command
that
tions
full agreement.
As indicated above, in the coloration of the many
Indian statements, we heard expressions of gratification
at restoration of greatly improved Indian-American
government relations. We believe that the GOT attaches
great importance to close relations with the government
of the U. S. In part, this is an appreciation of the
contribution that resumed aid can make to economic
development. Aside from the potential for fuller poli
tical and economic cooperation the Indians expressed a
desire that their country be fully accepted as a member
of the liberal democratic family of nations.
While expressing a
Dependence and interference:
positive attitude toward the resumption of bilateral
assistance, the GOT presented a solid front in declaring
that it does not want to be dependent on American food
The GOT insisted-
and other aid as it was in the 60's.
again, with impressive unanimity in testimony from
political leaders and civil servants--that it will not
accept policy constraints, U. S. government intervention
in Indian policy, or even U. S. government "official"
advice, as a condition of receiving U. S. assistance.
And, in particular, any U. S. attempt now or later to
link American aid with GOT acquiescence on nuclear
policy would require the GOT to decline, with thanks,
further U. S. assistance.
The GOT resolve to resist American attempts to
influence Indian governmental policy was sometimes
expressed with eloquence and apparent deep feeling.
The team was asked to communicate to our own govern
ment a profound Tndian desire that the American govern
ment acknowledge, in the routines of aid administration,
not only the full sovereignty of the GOT but also its
status as a large nation state, its capacity to main
tain democratic government, its highly competent civil
service, the demonstrated capacity of its political
leaders, its cultural richness and continuity, and its
On this last point--cultural
cultural distinctiveness.
distinctiveness--we were frequently reminded that U. S.
officials must understand that Indians approach their
problems in their own distinctive .<ays, which are
different from the no less distinctive ways of Americans.
They will insist on taking the primary responsibility for
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designing and supervising project implementation, and
insist on a position of equality in relations between
our two governments.!/ On the other hand, the Indians
do not believe they have a monopoly on good ideas and
said they would be happy to hear American views, even
on major policy measures, as long as these were not
offered as a condition of aid or as official advice.
There also appeared to be a consensus that donors
have the right to decide on project feasibility and to
appraise, monitor and evaluate project progress. It was
recognized that this process may lead to some tensions
at some levels; however, these were considered manageable.
Indeed, outside discipline was often cited as useful by
prcrram managers and planners, although it appeared to
be .ess welcome by technicians directly responsible for
project implementation.2/
Generally speaking, among officials the team inter
viewed, bilateral donors were not viewed very differently
from multilaterals. Of course, the Bank as a very large
multilateral institution may be able to move further
in offering policy advice. We heard repeatedly, however,
that the Bank style of operations in project design and
implementation in India was acceptable. A similar U. S.
1/We think it is easy for the U. S. administration
to assent to these GOI conditions on the receipt of aid.
But in the actual unfolding of American foreign policy
it is likely (but we do not say desirable) that on some
occasions some elements of the U. S. government will
seize on all possible levers to win India over to certain
proposed policies. Inevitably, these attempts will cause
tensions in the relationship, and if not resisted, will
cause it to founder.
2 /An

example of the differences in viewpoint was
demonstrated, when planning and irrigation officials
were asked whether they would request World Bank parti
cipation in their favorite and most important project.
Irrigation officials said not, citing possible delays
in negotiations. Planning officials said yes; Bank
involvement has generally improved the quality of
appraisal and implementation. From both groups, there
was assent to the proposition that IJ.S. technicians
would be welcomed if they were clearly of a high quality
and were mutually selected for specific tasks.
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style likewise would be welcomed.
In fact, with the
exception of policy conditioning of aid, the Indians
dismissed the idea that our aid program had had a nega
tive influence on U. S.-GOI political relationships.
They perceived

the causality as being reversed,

i.e.,

when political relationships deteriorated, resentments
spilled over to the aid relationship.
Based on these cbservations, we believe that AID
can operate a non-intrusive program in India if the
caveats mentioned above are observed.
We do not see
the size of program but rather the style and quality
of the U1. S. presence as being the governing factor.
The Bank successfully programs over $600 million in
aid annually. Moreover, within reasonable limits, the
numbers of Americans in New Delhi are unlikely to pose
a special problem. India is after all a subcontinent
and New Delhi is a major cosmopolitan center. Within
reason again, it is not the numbers of technicians but
their approach and competence that is important.
Magnitude of aid:
GnT officials were unwilling to
discuss wiT-h us the desirable magnitude of American
bilateral aid, except to suggest a few considerations.
Presumablv their reticence is called for by their current
policy of welcoming but not requesting American aid.
From their point of view, H. S. aid levels should
be consistent with the restoration of the position of
leadership the I. S. once played in the Consortium.
To
them, it was clear that a substantial increase over
current levels would be required to be credible in that
role.
(On the other hand, when we asked them about the
levels
Y,,oposed in a recent paper by John P. Lewis-
about $1.8 billion per year in new UI. S. contributions
including food aid--they uniformly told us that the GOI
could not productively absorb this level of aid.)
Indian officials also noted that their aid needs
should not be interpreted by a simple reference to th,
current situation in which foreign exchange and food
reserves were both high.
For the immediate situation,
and for an uncertain short-time future, foreign aid is
valued as a desirable source of needed domestic savings
rather than as a source of foreign exchange.
(See the
Secretary's statement to the Consortium and Chapter 1
of this report.)
Moreover, the GOT believes both foreign
exchange and food reserves are likely to fall with eco
nomic expansion. The food reserve is in any case a
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temporary consequence of an unusual series of good crop
years, and a foreign exchange constraint is likely to
re-emerge within a relatively short period.
The U. S. Congressional Mandate:
For two major
reasons, the GOT sees no difficulty in accepting aid
under the terms of recent U. S. legislation designed
to funnel aid to "the poor majority."
One is that the
GOT has committed itself to an increased concern with
the rural poor. The second is that, given the great
variety of GOT resource commitments to development
efforts, it will not be difficult to allocate American
aid to those development projects and activities that
satisfy the I. S. Congressional requirement.I/
(This
issue as it bears on American aid allocation strategy
is discussed below.)
In reply to certain of our inquiries which prompted
internal consultation within the GOT, the team was sub
sequently informed that American aid would be welcomed
in almost any field bearing on the rural poor, including
health and population control, on which we were informed
that older objections to foreign participation were no
longer valid. Only in the field of primary and secondary
educ;tion did GOT officials express some reservations
about American participation--and then more for prag
matic rather than doctrinal reasons. On the other hand,
aid to higher education and to research was singled out
as an important area of mutual interest.
On a possible concentration of American aid on a
few states like Uttar Pradesh and Bihar or on a region
like the Gangetic Plain or the Eastern poverty areas,
about which we inquired, GOT response was mixed and
cautious. Evidently, there are objections to a publi
cized and conspicuous concentration of American aid on
a named region. But a de facto concentration-of a large
part of American aid on a region not identified by name
but qual ifying by criteria (such as high concentration
of rural poor, or available water resources to exploit)
would be acceptable.

-/Privately, some GOI officials, as well as business
men, academics, state officials, and others, would like
to see a greater American interest in assisting the
development of Indian industrial technology. But they
see no difficulty in the Congressional mandate, only a
lost opportunity.
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evidence of solid internal agreement thoughtfully
arrived at. We believe that the GOI is today in a
position to hold to the positions declared. We do not
interpret them as bargaining bids.

CHAPTER V
AN ASSISTANCE STRATEGY FOR USAID
Previous chapters have dealt with the performance
of the Indian economy, the newly proposed development
strategy contained in the 1978-83 Plan, and the Indian
perspective on the role of U. S. bilateral assistance.
The following paragraphs develop the team's recommenda
tions for an appropriate AID response.
Before a dis
cussion of these suggestions, however, it may be well
to reiterate briefly certain global considerations that
form the background of our views regarding U. S. bilateral
assistance to India.
India in a Global Perspective
No group comes away from India without being impressed
by the size and complexity of its development problems.
Even first hand impressions, however, do not always con
vey an appreciation of the role the country's fortunes
play in any global attack on poverty and malnutrition.
For example:
1. A recent International Food Policy Research
Institute (IFPRI) study estimates that the food grain
deficit of poor countries will be 70-80 million tons in
1990.
Over half of this deficit will be in Asia with
India making up 18-22 million tons or roughly 50% of the
Asian shortfall.
Thus, if historical growth rates
continue, India will be importing roughly 25% of the
food grains going to less developed countries in 1990.
On the other hand, if India's agricultural pro
duction were to grow by the proj ected 4.0% instead of
its 2.5n historical rate, the total projected food
deficit in low income corc ies Cor 1990 would be cut
in half.
2. According to an AID report examining possible
new directions in development assistance, the number of
people in the world with annual incomes of less than
$150 per capita totals roughly one billion.
Of these,
approximately 500 million or 50% live in India.
It is clear from these simple statistics that any
serious effort on the part of the richer countries to
assist the developing world in improving the welfare of
the poor majority, must focus substantial resources
and attention on India.
(The TFPRI report also notes
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that the failure to improve food production in low
income countries will place severe strains on the
agricultural economies of the major exporters resulting
in higher food prices for rich and poor countries alike.)
The sections below take up the specific funding
levels and priorities that we recommend as a medium
term bilateral assistance strategy.
Levels of Funding
The broad outlines of the economic case for U. S.
assistance were developed in Chapter I. In summary,
as a result of more normal (less favorable) wdather
conditions and the development activities encouraged
under the Plan, the familiar foreign exchange gap is
expected to emerge in the middle of the Plan period.
Moreover, there is reason to believe that the assumptions
made in the recent Draft Plan about the country's ability
to mobiliz, domestic savings may be overly optimistic.
Foreign exchange may thus be needed to offset shortfalls
in domestic resources.
In
Assistance Levels and nraft Plan Projections:
its
of
the 1978-83 Plan, the GOT proposes to finance 97;i
investment budget from domestic savings and 5' from
foreign assistance and a drawdown of lts foreign exchange
:\s Chapter I indicates, financing so large
reserves.
a proportion of the planned investment from domestic
To generate
resources is probably not advisable.
saving.- of this magnitude would mean increasing the
Such an
savings rate from 16.5, of GDP to 20.S,.
increase is probably not only unrealistic but also
undesirable, given the present depressed state of the
economy.
With this problem in mind, the World Bank has
constructed an alternative balance of payments projec
tion which ndicates a need of $13.9 billion in (gross)
foreign assistance over the plan period, a level almost
From a base of roughly
double that estimated by the GOT.
1.8 billion of gross disbursements in 1977/78, reaching
this level of foreign assistance would require an average
annual increment of roughly $280 million.
In the above, and we believe more realistic scenario,
foreign aid is valued in the earl), years of the Plan
However,
primarily as a supplement to domestic savings.
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as indicated earlier, we also expect that balance-of
payments problems will arise in the middle years of the
Plan period. In this regard, the World Bank's projec
tions show a deterioration on current account from a
$1.2 billion surplus in 1977-78 to a deficit of $3.5
billion in 1982-83. Under this projection, the last
three years of the Plan, i.e., 1980-81 throuQh 1982-83,
will require roughly $9 billion of external assistance.
Alternative Levels: The team examined three levels
of response to these needs, assuming that the contribu
tions under PL 480 would be held approximately constant.The lowest level of A.T.D. funding considered would
provide S750 million over the period 1980-84. This
represents a small increment to the continuation of the
present commitment of roughly $100 million annually.
The second funding option postulates increments of 5100
million annually beginning from a level of $200 million
in 1980.
Total expenditures over the five-year period
under this option would equal 52 billion. The third
or high option, would begin with $300 million in 1980
and increase by $150 million annually for a total of
13 billion over the 1980-84 period.
To relate these commitment levels to the resource
transfers (disbursements) projected by the GOT and the
World Bank for the Indian FY 79/83 plan period requires
some adjustments.
First, because the Plan ends approxi
;ately a year and a half before the U. S. FY 1980/84
period the team was asked to address, the phasing of
the various options must be adjusted to reflect the
actual (and proposed) AID program for FY 79/83.
Second, and more importantly, the team's recommendations
concerning
commitments must he adjusted to reflect
disbursements.
Adjusting the low, medium and high options (includ
ing PL 480) to reflect disbursements for the Indian
FY 1979/83 period yielded $1225 million, $1400 million,

I/For PL 480 Title I, we have assumed a continuation
of shipments of roughly 70,000 tons of vegetable oil
($30 million) annually. Under Title IT, we have assumed
a program $140 million annually including ocean trans
portation.
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It is these latter
and $1600 million respectively."I
estimates that must be juxtaposed with the World Bank's
projections regarding the most likely foreign assistance
requirements. Thus, of the total $13.9 billion mentioned
above, none of the options, when coupled with existing
U. S. commitments for FY 78 and FY 79, would cover more
than roughly 12% of the deficit.
The calculations presented above reflect the con
tribution that total U. S. assistance would make to the
FY 1979/83 Plan requirements at alternative levels of
funding for the 1980/84 period. However, they also
reveal an important fact about the impact of the options
chosen for the 1980/84 period; namely, decisions regard
ing the medium term will be felt largely in years subse
quent to the Draft Plan period. For example, under the
assumption that approximately $170 million in P.L. 480
will be committed and disbursed annually through 1984,
the disborsements associated with low, medium and high
options in the post-83 period total $865, S1940, and
S2740, rising proportionately with the options.
The conclusion suggested by these computations,
i.e., that the major effect of the team's recommenda
tions on resource flows will occur in years following
the current Plan, prompts two further comments:
Under the assumption that the alternative
I.
funding levels described above refer to project and not
commodity aid, the largest contribution of U. S. assist
ance to Plan resources--over 50% even at the high option-
will come from the disbursement of P.L. 480 commodities.
to fear that the choice of
Consequently there is little
problems for the
absorption
resource
create
will
options
the overall
of
magnitude
the
Indeed,
Indian economy.
plan period
the
for
Bank
World
deficit projected by the
I/The disbursement lag was assumed to be 4 years.
That is, a quarter of the commitment made in a particu
lar year was assumed to be disbursed in that year with
an additional 25 following in each year thereafter.
For the medium option:
A.I.D. funds already committed
P.L. 480 for 5 years
A.I.D. Contribution from 1980/84
Period

S150 million
$850 million
$400 million

Total $1,400 million
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raises questions about the source of the additional
resources required to insure that the current Plan's
objectives are not jeopardized.
2. The most important determinant of the appro
priate level of funding--assuming that quick disbursing
commodity aid is not required to support the Draft Plan-
will be the availability, in the lattcr part of the Plan
period and the initial years of the subsequent period,
of sound projects that are consistent with both the
priorities of the Indian government and the mandate
that AID concentrate its development efforts on the
poor majority.
Indian Priorities and the Congressional Mandate
Do the Indian efforts described in the preceding
chapters in fact permit A.I.D. to follow the congres
sional mandate that U. S. foreign assistance be targeted
on the poor majority? The potential for such a conver
gence is obviously contained in the increased emphasis
on rural development and in the GOT's expressed intention
of improving the lot of small farmers, landless laborers,
On
tribal people and members of the scheduled castes.
Indians
concerned
with
conversations
some
the other hand,
both inside and outside the government raised questions
about how widely the commitment to increased equity was
Tndeed, the team occasionally encountered the
shared.
argument that it would be difficult for any programs to
address the needs of the poor because of the social and
political environment in which they live.
After considerable discussion and weighing of alterWe are persuaded
natives, we have rejected these views.
increasing
toward
that the emphasis on programs oriented
the 1978-83
in
agricultural production that are advocated
Plan and strongly supported in the presentations of GOI
officials, is consistent with Congress's mandate.
Desirable as more immediate and direct measures to
alleviate poverty (such as massive injections of resources
through an expanded minimum needs program) might be from
a humanitarian point of view, developing the long-term
capacity of the country to feed and clothe its people
is fundamental and has, in our judgment, correctly been
In taking this position,
given a new and higher priority.
we are not unmindful of the consequences that the skewed
distribution of land and wealth that characterizes some
areas is likely to have on the distribution of benefits
from production oriented programs. But we believe that,
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even in these areas, efforts to generate additional
economic activity in the countryside offer, in the
current situation, new hope of improving the welfare
of the majority of landless and near landless poor.
In this regard, the Draft Plan is realistic in acceler
ating most rapidly those activities where implementation
should not be a serious constraint and starting somewhat
more slowly on programs where substantial organizational
investments will be required.
Priority Sectors and Sub-Sectors for U. S. Assistance
Previous comments have indicated the team's basic
support for the proposals contained in the Draft Five
The
Year Plan on both economic and social grounds.
shift in emphasis toward rural development also speaks
directly to the long term issues raised when a global
perspective is taken of food and population problems.
A strategy for AID, however, must also consider
priorities derived from U. S. interests and capabilities.
In addition to the Congressional mandate's concern with
poverty and income distribution, the team also gave
weight to expected costs and benefits of programs, the
implementation capacity of the relevant Indian government
organizations, staff requirements and the ability of the
U. S. to provide technical assistance in project formula
tion and evaluation.
On the basis of these criteria, we recommend that
U. S. assistance be concentrated in the following areas
within the general field of rural development.
Chapter II noted that,
1. Irrigation and power:
reasons, the GOT
employment
and
for both production
irrigation potential
India's
of
considers the development
Surface
priority.
as having the highest investment
to energize
irrigation schemes and rural electrification
several
For
pump sets are the backbone of the program.
attractive
reasons, irrigation is also probably the most
First, there is a
sub-sector for U. S. investment.
demonstrated capacity to implement substantial projects
Second, it is an
at both the state and national level.
in water resource
expertise
technical
S.
U.
area in which
recognized.
widely
is
management
water
planning and
Lastly, it offers perhaps the greatest potential for
increasing employment in the countryside, thereby ful
filling AID's mandate to be concerned about the welfare
of the poor majority.
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2. Agricultural research, extension and training:
IrrigatioT facilities have proved to be a necessary
condition in India and elsewhere, for fully utilizing
the high yielding varieties technology. Water avail
ability is, however, not a sufficient condition for
sustained agricultural growth; substantial resources
must be committed to insure a flow of improved techno
logy to farmers--along with the knowledge needed to
exploit it effectively.
We b.elieve that this is an
area in which the U. S., 1y virtue of the abundance of
technical skills
contained in IH. S. scientific and
educational institutions, can make a significant con
tribution to Tndian development.
Long association of
these institutions with such organizations as the Indian
Council for Agricultural Research and with agricultural
universities across the country, guarantee an effective
implementation of programs designed to improve Indian
technical and scientific skills.
3.
Rural credit and special programs:
For small
farmers, knowledge of improved technology is not
sufficient to insure adoption; many items, especially
investments in capital goods such as pump sets, tube
wells, etc., will require credit if the technology
"package" is to be complete.
As Chapter IT indicated,
in the Agricultural Refinance IDevelopment Corporation,
India has a respected financial intermediary that has
successfully channeled millions of dollars to small
farmers.
Tihe presence of such an institution makes
U. S. support attractive since it removes the need for
substantial staff commitments while at the same time
insuring that the equity concerns of AID are supported.
Most of the special programs are also credit programs
with which some managerial inputs are associated.
They
are less attractive to AID than the ARDC from an imple
mentation point of view because the necessary organiza
tional infrastructure is less mature. However, the
Small Farmer Development Agency, the Marginal Farmer
and Agricultural Labor Agency and the Drought Prone
Areas Program are all efforts to target assistance in
generating production activities very specifically on
the relatively disadvantaged. We therefore recommend
that these programs he examined closely and, where

signs of leadership and organizational capacity appear,
that AID provide support commensurate with the ability
to absorb funds.
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4. Storage: Additional acreage under irrigation
will assist in stabilizing India's food supplies. But
much of the annual cereal crop will continue to be grown
under rainfed conditions in the foreseeable future.
As a result, fluctuations in production will be inevi
table. Recognizing this fact, the GOT has embarked on
a program of expanding food grain storage. Although
U. S. involvement in this venture would be primarily
financial, we have accorded it a priority because of
the increased flexibility it would give the government
in managing its buffer stock policies.
Despite
5. Health, nutrition and family welfare:
the fact that Indian efforts at reforming health,
nutrition and family welfare programs are still in the
experimental stage, the team felt that these efforts
are so crucial to India's future, that the U. S. should
be prepared to participate even though the precise
nature of the appropriate activity was, at this stage,
The Agency has considerable world
somewhat uncertain.
with the development of
in
assisting
experience
wide
integrated healt., nutrition and family planning systems
and we hope that an appropriate role for AID can be
(As the discussion in Chapter III indicates,
found.
the willingness of the GOI to have U. S. participation
in this area proved not to be an issue.)
As noted in Cahpter III, resurgence
Malaria:
6.
of malaria has become a major health hazard, with
officially reported cases expected to reach 8 million
in 1977 and the GOT is allocating more than 70i of its
national health budget to its anti-malarial program.
AID's participation in the program will form part of
a region-wide strategy to combat this disease, which
recognizes no national boundaries.
Out of a total of nearly 600,000
7. Water supply:
villages in the country only about 10, have any form of
safe drinking water supply. USAID also has considerable
experience in this field in other developing countries
and participation in supplying safe water would be an
important and complementary effort to support rural
health and family welfare programs.
Suggesting the above priorities for USAID partici
pation is not intended to overlook Indian efforts in
other areas such as the development of non-farm employ
ment through, say, the revitalization of rural industries.
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and programs need further definition. What, if any,
contribution the U. S. might make to the development
of traditional and cottage industries or even to the
encouragement of small scale industries was thercfore
not clear to us.
Consequently, this important element
of the overall Indian strategy has not been included
in the list of activities we believe have a high priority
for U. S. assistance. However, df some constructive
contribution becomes apparent, it should he considered,
particularly for its potential to generate employment.
The identification of irrigation and agricultural
production programs as high priorities for ATD is also
not intended to be the last word on the Agency's parti
cipation in the expansion of public works schemes.
Mechanisms by which the necessary local participation
in the planning and implementation of such activities
do not exist in most areas.
But the on-going efforts
of states like Maharastra :nd Karnataka should be
evaluated periodical,1.
The creation of effective
block and district level plannng units along with the
expanded development role envis4;-l fr the panchayats,
all a part of the proposed decentralization of develop
ment activities, could well provide the opportunity to
assist in a more direct approach to the Indian employ
ment problem.
PL 480
We have estimated PL 480 Title I shipments of
vegetable oil continuing at roughly $30 million annually.
However, resumption of wheat shipments should be con
sidered if adverse weather or other conditions seriously
undermine India's favorable balance of payments position
and make a strong case for fast disbursing commodity
aid.
We have also estimated PL 480 Title IT shipments
to continue at roughly the same levels. I / These pro
grams demonstrate U. S. concern for the malncurished
and the needy through child feeding and Food for work
activities. We understand an evaluation of Title TI
activities is planned and recommend that any major
expansion be considered only after its conclusions are

1/The team has assumed roughly stable prices,
commodity composition and recipients.
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available. A careful evaluation is needed of current
activities and whether an expansion in school feeding
programs is responsive to the GOT Five Year Plan's
emphasis on the 'iutritionally most vulnerable groups,
poorest sections, and improved program effectiveness.
The team also believes that the proposed Title I
program to capitalize cilseed cooperatives shows
promise of reaching a large number of poorer farmers
and should be supported.

Program Mix and Funding Levels
Identification of program areas in which the U. S.
has a particular interest and capacity now makes it
possible to refine further the funding options discussed
above. Table V.1 sets out the various levels in detail
and also provides a rough comparison with the expendi
tures proposed in the Draft Plan.
Low option ($750 million) : At this level, the
two years would be devoted primarily to financing
first
programs on which discussions with the GOT are already
These include irrigation, grain storage,
well advanced.
malaria, science and technology, and rural credit (ARDC).
Funding in later years would permit modest increments to
irrigation, agricultural research, rural electrification
and the integrated health, nutrition and family planning
program.
The medium option
Medium option (2,000 million):
would make it possible to undertake additional programs
in which the team believes the U. S. might make a
Of particular
significantly greater contribution.
importance would be commitments at the pilot level to
special programs targeted specii icallv at the small and
marginal farmers who have difficulty in qualifying for
Perhaps
other sources of institutional assistance.
provide
w,.-ould
option
medium
more signiFicantly, the
for subst antial increases in funding to such high
priority areas as irrigation, power, rural credit and
(In the case of
rural health and family planning.
health, funds would then be available to support the
GOT program to provide safe drinking water to India's
rural population.)
Funding at this level
High Option (3,000 million):
raises substantially the level of U. S. participation in
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the program areas we have designated.
Funds could, of
course, be spread across more program categories, thereby
decreasing pressures on the Indian organizations that
will be implementing the agricultural production pro
grams. Although possibilities along these lines
undoubtedly exist, the team was reluctant to suggest
a rapid build-up of AID resources in programs that
both we and the GOT have characterized as experimental.
On the basis of judgments about the absorptive
capacity of Indian organizations that would be respon
sible for implementing programs to which the U. S.
would assign a high priority, the team concluded that
the high funding option, although it was within the
guidelines suggested by AID's concern for assisting
the poor majority, posed large risks in terms of timely
and effective use. Unless substantial commodity assist
ance in the form of emergency fertilizer or wheat loans
or other instruments such as debt relief were employed,
we agreed that the build-up and level of the medium
funding option was the most appropriate choice at this
time.
Our judgment on the middle option
the belief that this option represents
priate contribution the U. S. can make
what we consider to be its proper role
India consortium.

is confirmed by
the most appro
consistent with
in the aid to

Staffing Implications
The team estimated that roughly 35 U. S. nationals
might he required for the medium option, for an AID
program of $600 million annually. Adjustments in the
range of a dozen less or more at the low or high options
might be reasonable; however, until further decisions
are made on project composition, the team could not
make a precise estimate.
Clearly programs where the
U. S. contribution would be primarily financial, such
as for the Rural Electrification Corporation and the
ARDC would require less backstopping. However, as a
result of talks with GOT officials, it is the team's
view that the staff levels proposed for any of the
options would be acceptable. The team believes thnt
it is more the approach to and quality of operations,
as discussed in Chapter IV, than relatively minor
variations in numbers of staff that will assure a
responsive and non-intrusive program.
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Before summarizing our recommendations, we wish to
make a brief statement on the spirit in which we issue
We are fully aware of the considerable uncer
them.
tainties which still hang over India's development.
These uncertainties are social and political no less
than economic and often arise from the interplay
In this
bet,,,een economic and political developments.
report, we have not been able to analyse the emerging
new political order following on the emergency and its
prospects for stability and for grappling successfully
Neverthe
with some of India's major social problems.
remarkably
the
by
encouraged
sufficiently
are
we
less,
rapid and smooth return to democratic politics combined
with the ability to formulate new, constructive policies
as to be unanimous in putting forward our recommendations.
Strategy Summary
The recommendations

of the team on key strategy
issues can be summarized as follows:
1. The U. S. should view the redirections of Indian
priorities in the direction of rural development as
constituting an important action that is consistent with

the Congressional mandate regarding efforts to assist
the poor maji or ity.
2. The team endorses the World Bank's analysis that
substantiol additional foreign aid resources may be
needed for the plan period 1978-83. We also note that
major portions of the expanded program are to be imple
mented by Indian line agencies with an established and
successful track record. Therefore, the team does not
believe that serious implementation or absorption prob
Moreover, commitments for AID proj
lems should arise.
ects during the period 1980-84 will result in resource
flows primiarily after the period of the FY 79/83 Plan.
New commitments in the medium term should thus be
viewed in part as establishing a pipeline for later
resource flows.
USAID should, at least in the medium run, develop
3.
a relatively conservative program that concentrates on the
development of India's agricultural potential with second
priority on rural health. Such a concentration has the
concurrence of Indian officials and would be most con
sistent with the comparative advantage of the U. S. in
technical and organizational expertise and Indian absorp
tive capacity.
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stantial support to Indian efforts to target assistance
to poorer groups and to develop an integrated health,
nutrition and family planning program, however experi
mental such projects might be. The mission should also
take into account the potential impact of its programs
on women.
(See discussion in Annex 3.)
Success in
these areas are as crucial to the country's future as
increasing production capacity.
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Proposed GOI 1978-83 Plan Expenditures and Alternative
Levels of USAID Funding
U.S./A.T.D. Five-Year Assistance
Levels (80-85)

Pro-ram Categories
US $1

Rs. 8.6

=

GOI 1978-83
Five Year Plan

$

$750
million

$2000
million

$

million

million
% million
$

million

0

9215.4

26

225

30

494.0

1

60

8

3168.6
1962.9
2325.7
5086.8

9
6
7
15

20
0
0
0

4136.0
930.3

12
3

1162.9

$3000
million

Agriculture F Irriqation
Major & medium
irrigation
Aqricultural research,
training
Rural credit, incl.
minor irrigation
Fortilizer
Special programs
Other
nural

1125

38

3

60

2

27
0
0
0

500 25
0 0
165 8
0 0

750
0
200
0

25
0
7
0

10J
0
55

13
0
7

200 10
0 0
55 3

400
100
55

12
3
2

3

0

0

0

0

0

0

1885.7

5

889.4
1628.0
581.4

3
5
2

50
50
0
0
0

7
7
0
0
0

190 10
50 2
60 3
0 0
0 0

190
50
60
0
0

7
1
3
0
0

1329.4

4

0

0

0

0

0

0

0

10

1

10

1

10
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Infrastructure

Power
Roads
Storage
Rural

710 35

Industrialization

llinimnum

N'eeds

"!~alth, nutrition and
family welFare
,aTar ia
Water supnly
Education
H!ousing
nthe':
Science and Technology
Subtotal.

0

34796.5

100

750 100

2000 100

3000 100

PL 480
Title I
Title TI

l/

150
700

150
700

150
700

Subtotal

850

850

850

3859
2850
1600
Tocal Resource Commitment
for CLUSA
annually
mil.
$20
and
volag
II
Title
regular
mil.
1/ Includes $120
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A. i. D. LONG TERM STRATEGY TEAM

Dr.
Dr.
Dr.
Dr.
Ms.

Charles E. Lindblom
Albert 0. Hirschman
Carl H. Gotsch
Richard R. Newberg
Priscilla M. Boughton

SCHEDULE
OF MEETINGS IN
NEW DELHI
AND
THE STATES OF
MAHARASHTRA, GUJARAT, UTTAR PRADESH
BIHAR AND ANDHRA PRADESH

USAID,'NEW DELHI, INDIA
MARCH 1978
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NVtrr', 9 (ThursI.,y )
i 0:001 1:10

1 1:4012:45

Tean;..enlher
W, rld Bank
55, Lodi Estate (617241)
1.

Mr. Jochen Kraske
Resident Representative

2.

et al

Indian Aqricultural Research Institute
(I.ARI), Pusa
1.

Dr. tI.

2.

Director
Dr.M.V. Rao (587265)
Coordinator, All India Wheat

3.

Full Team

Dr.
Dr.

Gotsch
Newberg

. Jain (581493)

Inprovement Project
Dr. A.M. Michael (582294)
Head, Engg. Division
Water Tech. Center

LUNCH AT ACSA LOUNGE
14: 0

1i:0016:45

I"oocl Corporation of India,
16-20 Barakhamba Lane
1.

Mr.S.S. Grewal
Chairman

2.

NMr.A.K.

(43346)

Dutt (44074)
Managing Director

Central Water Conm:is sioPc
Bikaner House, Shahjahan Road
I.

Dr.Y.K.

Murthy (382473)

Cha irma n
2..

Dr. Gots-ih
Dr. Newb.ro

et al

Dr.

Dr.

G ,tsc>i

Newbcr
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U.S.I.ONG

L RN! STlIA'I'(;'

I'tA\N

Gl',OLUP II
Team Members

MNarch 9 (Ihirsday)
11:4513:00

Center for the Study ,f Developing
(2261681
Smucieties (CSDS)

Dr.

Lindblurn

Dr.

11irschman

29 Rajpur Road

Ms.

Boughton

1.

Mr. Rajni Kothari
Professor, 'CSDS,and
Chairman, Indian Council of
Social Science Research (ICSSR)

2.

MNr.

J.P. Naik
Member-Secretary,

ICSSR

Prof. Mrinal Dutta Chaudhry
Head, Dept. of Eotuon~ics
Delhi School of Economics
•.. et al
3.

LUNCH AT C.S.D.S./OBEROI MAIDENS
1 5:00
16:15

17:00

lnstitutt- of Economic Growth
University Eniclave (227698)
I.

L)r.C.H. ianumantha Rao
Di rector

2.

et al

Dept. of Science & Technology
(652260)
Technology Bhavan
Nt..%v Mehrauli Road
1.
.

flr. A. Raniachandran
Secretary

et al
(Nir.S.N. Kao, Director, DEA,
Ministry of Finance will also join.)

Dr. Hirschrnan
Ms. Boughton

Dr. Hir.chmnar,
Ms. Boughton
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U.S. !.ONCi TERM .- TRATEGY

I I.A:

GROUP I
March tO (Friday)
)9: 0O..
10:15

Team Members
Io rd
i.Louzda tion
55, Lodi Estate,

Full Team
New Delhi (619441)

I.

Mr. Eugene S. Staples

2.

et a]

Representative

10:3011:30

Counjcil for Social Development
53 Lodi Estate New Delhi (611700)
1.

12:0013:00

Dr. Prodipto Roy
Director of Research

National Council of Educational
Re.earch F. Training (NCERT)
Sri Aurobindo Marg {Near IIT) (666047)
1.

Dr. Gotsch
Ms. Boughton
Dr. Hirschman

Dr. Shib K.

Dr. Gotsch
Ms. Bought,,n

Mitra

Director
LUNCH
14:3016:00

HOTEL

Fertilizer Assoc. of India (FAI)
Near Nehru Univ. (617331)
1.
2.

1(:30

AT QUTAB

Mr. Satya Nand
Executive Director
et al
(Mr.N.D. Murpani,
Under Secretary, DEA,
Ministry of Finance will join).

Pblic Enterprises Center for Cuntinuing
Education
(653320)
C-6/5 Safoarjung Dev. Area
1.

Dr. Got-sch
Dr. NewberL

Prof.

Nitish R.

Director

De

Dr. Iirsch:i.:
Ms. bought,,r:
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U. S.

LONG T EkM S'I R'I'FGY 'rEAM
GROUP 11

March 10 (Friday)

Team Members

I .!:!51'3:45

Dr. Lindblom
Dr. Hirschman

1 4 :3015:20

LUNCHt WI'I 1 KIRASKE OF WOP I? ) BANK

Ministry of Education & Social Welfare
Shastri Bhavan, Room #102-C (Gate No.6)
1. Mr.
2.

15:301:0

P. Sabanayagarn
Secretary (381298)

et al.

Ministry

Health & Family Welfare
Nirman Bhavan, Room #346 (Gate No.5)
1. Mr.

uf

Rajeshwar

Secretary
2.
16:30

Dr. Hirschm-an
Ms. Boughton

Dr. Hirsc hman
Ms. Boughton

Prasad

(375673)

et al

Rural Electrification Corp. (REC)
DDA Building
Nehru Place (630386)
1. MIr.

B. Venkatappiah
Chai rrnan

2.

V.
Byrappa
Chief Engineer
(Mr. S.N. Kao,

Mr.

Director,

Dr. Gotsch
Dr. Newberg

DEA,

Ministry of Finance will also join.

[1[6)1U
"101
i' 1
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i:.1.

LONG TRM S'I RATEGY 'I -AX,
GROUP I

\1arch 11 (Saturday)
10.30

Team Members
Ieave by AID Car for Aligarh,

U.P.

Dr. Lindblom
Mrs. Lindblum

16:3018:30

Meeting with Dr.A.M.Khusro,
Vice-Chancellor
Aligarh Muslim University. (AMU)

19:00

Leave Aligarh for New Delhi.

GROUP 11

Ms. Buughton
07:30

Leave by AID Car for Hissar, Haryana

Dr. HirshChman
Dr. Gotsch
Dr. Newberg
&

Mr. Nair
11:0013:CO

Meeting with Dr. P.S. Lamba,
Vice-Chancellor
Haryana Agriculture Univ. (HAU)
LUNCH AT HAU

14:00

Leave Hissar via Ambala,
New Delhi.

.3AID/PI):
3/9/78

Karnal for
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U.S.

LUNG TE.;RLI: STKATI;GY 'L.M

!'TAVu: I. TO Ni
MAl

iAS!f'I'RA AND .U.IARAT

GIR(OU'

I

Dr. Carl H. CJotsch

.......
, 
, , /

Ms. Priscilla Boughton
(ZicLumpanied by Dr. B. Sen of USAD)
March 12 (Sunday)

09:15
11:00

- Dep: Delhi via IC 182
- Arr. Bombay (Stay at Taj Intercontinental)

March 13 (Monday)

10:30-12:00

-

14:00-16:00

- Mr. Chidarmbaram, Managing Director, Agri
cultural Refinance & Development Corporation
(ARDC)
- Dinner with Dr. Fredie Mehta, Tata Sons L.td.

20:15
March 14 (Tuesday)

11:00-13:00
14:30-16:00
16:.0

March 15 (Wednesday) 06:00-13:30
09:30-12:30

March 16(Thursday)

06:00

17:00
17:30

March 17 (Friday)

10:00
11:00
12:3o
14:30
15:0o

Meet Chief Secretary, Maharashtra Govt;
Secretary, Planning Department; Officials
connected with Employment Guarantee SciLe-oie,
Integrated Rural Health Scheme, Irrigation &
Rural Development.

- Mr. V.S. Page, Chairman, Legislative Council
- Dr. A. R. Banerjee, Executive Director ;ind
Division Chiefs of the Reserve Bank of India
- Prof. M. L. Dantwala, Chairman, Indian
Society of Agricultural Economics
- Visit to Integrated Rural Health Center, Paogina
(Ms. Boughton)
- Dr. Gore, Tata Institute of Social Sciences
(Dr. Gotsch)
-

Leave Bombay by road for Anand
Visit CARE Feeding Program enreate
Visit Rural Electrification Project enroute
Arrive Anand
Visit to Milk Cooperative /Milk Collection C(,ntt-r
Overnight stay at Anand

- Visit to National Dairy Development Board
- Meeting with Dr. V. Kurien
- Leave Anand by road for Ahmedabad
- Arr: Ahmedabad (Stay at Cama Hotell
- Meeting with the Faculty of Center for
Managenient in Agriculture (CM.!Al.
Indian Institute of Managemen! !!iNv
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GROUP

Ma? - h 18 (Saturday)

I (Contd.

09:30-13:00

-

Meetings at CMAiIIM:
Dr. V.S. Vyas
Dr. V.K. Gupta
Dr. Gaekwad
Dr. Ravi Mathai.

14:00-16:00

-

Meetings at CMA/IIM:

Dr. Ranjit Gupta
Dr. Sathia
March 19 (Sunday)

07:40

-

Dep: Ahmedabad via IC 46Z

08:55

-

Arr: New Delhi
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U.S.

LONG TERM STRATEGY TEAM
TRIP TO I. P. & BIHAR
GROUP II

Dr. Albert Hirschrnan
Dr. Richard R. Newberg
(accompanied by Mr. G. P. Varshneya of USAID)
March 13 (Monday)

06:50

- Dep: New Delhi via IC 409

07:45

- Arr: Lucknow

10:45

March 14 (Tuesday)

Stay at Clark Avadh Hotel
- Meeting with U. P. Govt. State officials,
Chief Secretary, Secretaries of Agriculture.
Rural Development, Power, Irrigation,
Health and Education

13:30

- Lunch

15:00

- Visit to Planning, Research and Action Division
Also meeting with officials of Association for
the Development of Appropriate Technology.

08:30

- Dep: Lucknow by road

09:45

- Arr: Rae Bareli

Visit to Village Ramnagar, Soil and Water
Management Project Pakhrauli, Barara Coop.
Society. Ravine Reclamation Project Bahura
Bararia, and Rural Electrification Project
Rasulpur Village.
Discussion with District Collector and District
Development Officers
Lunch at Rae Bareli
17:00

Z0:00

- Dep: Rae Bareli by road
- Arr: Allahabad

Stay at Barnetts Hlotel
Meeting with District Magistrate
March 15 (Wednesday) 08:00
10:45

- Visit to Jagatpur Village on way to Varanasi
- Arr: Varanasi

Stay at Clarks THotel
- Meeting with Prof. Amlan Datta, Director,
Institute of Gandhian Studies
- Visit to Chiraigaun Village near Varanasi
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GROUP II (Contd.)
March It, (Thursday)

08:15
09:410:30
14:30
15:30
16:45
19:00
20:00

March 17 (Friday)

07:00

11:30
14:00
14:45

19:00
March 18 (Saturday)

- Dep: Varanasi by Bihar Government plane
- Arr: Patna (stay at Maurya Clark Hutel
- Discussion with State Governnint officials
- Mr. Arun Prasad, Addl. Power Comnissioner
- Dr. D.P. Singh, Vice-Chancellor, Rajendra
Prasad Agricultural University.
- Meeting with Mr. Jai Prakash Narayan (1"P)
- Meeting with Chief Minister, Mr. Karpoori
Thakur - Bihar State Guest House
- Dinner at Bihar State Guest House hosted by the
Chief Minister
Dep: Patna by road foi 6aya
Visits in Gaya:
Seed Multiplication Farm,
Fruit Nursery
Village Kharkura
Primary Health Center and
Primary School
- Discussion with District Collector and
District Development Officer
- Dep: Gaya by road for Rajgir
- Discussions with District Magistrate, Nalanda,
and District Development Officer
- Visit to Rural Electrification Project at Harnot
- Visit to Village D; p Nagar - Project Intensive
Agriculture; Seed Multi-'ication Farm at
Bakhtiarpur
- Arr: Patna
-

09:00
09:30

-

10:00

-

11:00

-

14:10
16:30

-

-

-

Mr. Nagmani, Irrigation Commissioner
Mr. L.N. Rai - Association for Voluntary
Agency for Rural Development (AVARD)
Dr. Sachidanand Sinha - Sinha Institute of
Social Studies
Mr. Ranchor Prasad, former Development
Commissioner
Mr. K.S.V. Iaman, former Development
Commissioner
Dep: Patna via IC 410
Arr: New Delhi

-

U.S.
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TE.A.MI

GROU: P Ii
Dr. Charles E.-. l~ndbl,:n)

MarLi

L

14j .uesday)

09:45

Mr. Madhu Limaya (385290)
Member of Parliament (Lok Sabha)
15-AB, Pandara Road

I 1:00

Dr. Manmohan Singh (372u11)
Secretary, Department of Economic Affairs
North Block, Room # 130

15:00

Mr. D.N. Singh (377628)
Member of Parliament (Lok Sabha)
Parliament House
(Gate 118, Room # 4)

1(':00

Prof. Subrairaniam Swamy (387877)
Member of Parliament (Lok Sabha)
22 Dr. Rajendra Prasad Road

18:30

Mr. Rajni Kothari (220178)
1, Court Road, Delhi

March 15 (Wednesdav)

10:30 11: 30

Mr. L.M. Thapar (310411)
President & Managiing Director
Ballarpur Industries Limited
Talpar House, 124 Janpath

i-':J0 I 3:00

Mr. B.P. Puddar (388815)
President, Federation of Indian Chambers
of Commerce & Industry(FICCI)
Federation House, Tansen Marg

!:0() !5:30

Mr. C. M. Stephen (37705)
Leader of Congress-I in Parliament
ParliaTiient -ouse, Room # 51

~f
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5,;s.1

t i"'

I- I (C,,ntd.

Dr. Charles El].l,il ilb ,wl
•';W !)Et~lI

:

'" 1" (Wednesday)
,:'30

18:30

Mr.

1.K. Advani (383233)
Minister for Information & Broadcasting
Parliament House, Room #27

Mr. Nikhil Chakravarty (387419)
Editor: Mainstream Weekly
35 Kaka Nagar

Ala rch 16 (Thsirsday)

09:30

Dr. Biharat Ram (375336)
Chairman & Managing Director
Delhi Cloth & General Mills Co. Ltd (DCM)
25 Sardar Patel Marg

11.30

Mr. C. Subramaniam (375838)
Member of Parliament (Lok Sabha)
26 Tughlaq Crescent

12:4514:00

LUNCH AT 55 LODI LSTATE
- Mr.
John Bissell, FABINDIA, Inc.
- Mr. Norman Reynolds, Ford Foundat.an
- Mr. P.C.
Randeria, Mahindra & Mahindra Ltd.

S.

LN(6
'RIP

-l:
k,\4i

R

i. '

I .Ai

TO AN)iIRA I. A)ES-1
6RI.

.PIII ,Golltd.I

(accompanied by Mrs. Lindblorii)
*

DERABAD:

March 16 (Thursday)

18:50
20:45

Mar,"i 17 (Friday)

- Dep: New Delhi via IC 540
- Arr: Hyderabad (stay at State Guest House)

09:00
14:00

- Discussion with Dr. Leslie D.
and staff arICRISAT
- Visit to ICRISAT Farms
- LUNOH at ICRISAT

15:00

-

Swindale

Meeting with Chiet Secretary,
A. P. Govt., and all Departments Secretaries,
in Committee Hall.

March 18 (Saturday)

18:00

Discussion with Mrs.

19:30

on rural development work.

09:30
11:00

-

N.P. Sen

Meeting with the Faculty of Admi~iistrative
Staff College of India:

Mr. Waheeduddin Khan
Dr. Dharni P. Sinha

Mr. V. Ramakrishnan
Dr. K.K. Singh

Dr. R.K. Pa-chauri
Dr. Besant C. Raj

Dr. Vithal Rajan
Dr. Balwan'th Reddy

Dr. Utpal Banerji
11:30

-

12:45

March 19 (Sunday)

Dr. S. G. Srikantia (and staff),
National Institute of Nutrition

13:00

-

Sen, Principal,
Administrative Staff College of India

15:00

-

Dr. B.C. Muthiah (and staff),
National institute of Rural Development

17:30

-

Meeting with the Faculty of Administrative
Staff College of India

08:30

- Meeting with District Collector,
- Visits to various rural sites

15:00

LUNCH with Mr. N. P.

Visit to Wild Life Preserve

l.:l

-

21:50

-

Dep: Hyderabad via IC 515
Arr" New Delhi

Hyderabad
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LONG TERM STRATEGY TEAM
NEW DELHI

March 20 (Monday)
W00

-

.:45

Team Members

Meeting with Planning Commission

Full Team

Yojna Bhavan, Room # 126
Shri Ajit Mozoomdar, Secretary

15:00 -

Mr.

15:45

Chairman,

J.K. Jain (and staff) (382801)

Dr. Gotsch

Central Ground Water Board

Krishi Bhavan,

Room # 200-K,

Ist Floor

15:20 15:50

Mr.

Karpoori Thakur
Chief Minister of Bihar
Bihar Bhavan, New Delhi

Dr. Hirschman

"6:00

World Bank
55 Lodhi Estate

Dr.
Dr.
Ms.

Lindblom
Hirschman
Boughton

>,irch 2. (Tues'day)
10:00
12:30

-

Meeting with Planning Commission
Yojna Bhavan, Room # 126

Full Team

Shri Ajit Mozoorndar, Secretary
13:00
14:30

-

National Council of Applied Econ. Research
(NCAER), Parisila Bhavan, Indraprastha Estate
1.
2.

Mr. Prakash L. Tandon
Di rector-General

Mr. S. Bhoothalingam (273791)
Honorary Advisor
(Mr. S.V.S. Juneja, Joint Secretary,
Ministry of Fin.nce, will also join)
LUNCH

15:00

(274540)

AT

Dr.
Dr.

Lindblom
Hirschman

DEA,

NCAER

16:00

Shri S. Krishnaswami
Secretary, Ministry of Chemicals & Fertilizers
Shastri Bhavan, Room # 217 (A-Wing, Gate /1 3)

fr.
Gotsch
Dr. Newberg

]-6: 30

World B3ank

Dr.

Lindblon,

Mr.

Dr.

HirschMan

-

Kraske's residence - 34 Friends Colony

I*'.-;.

."

IAt)N(; 'J'I.:lIM .S'I,'kTK(N Tii
lTea.in .bi,.:bu

r:..h 22 (\Ved.nesdavl

'1uj~na Bha .an, Roo"'

12t)

S.)hri Ajit Muzoo 1da r,

00
S:00
,:00

's

So

retary

382 14 )

DDr. Raj Krishna (384020)
Member, Planning Commission

Full Tcan
Full Tean.

Indian Ctuncil of Agricultural Research (ICAR)
Krishi Bha',an, Room # 103
1. Dr. M.S. Swaminathan (382629)
Director-General
2. Mr. S.C. Dutta (389105)
Deputy Secretary

Dr.
Dr.

Gots hI
Newberg

Mr. K.D. Mariwalla (672162)
Chairniar & Managing Director
National Industrial Dev. Corp. (NIDC)
Chanakya Bhavan, Vinay Marg

Dr.
Dr.

Lindblon,
Hirschrnan

I t:45

Shri R.V. Subramaniam (382966)
Secretary (Power), Ministry of Energy
Shrarn Shakti Bhavan, Rafi Marg

Dr.

Hirschman

19:0C

DINNER Meeting with U.S. Voluntary Agencies'
Representatives - Mr. George Warner's residence
A-54 Vasant Marg (674534)

Full Team

i:006:00

tvMardh 23 (Thursday)
09:15 10:00

MEETING WITH THE PRIME MINISTER
Shri Morarji Desai, No. 1 Safdarjurg Road
(accompanied by the Ambassador)

Full 'l-aiin

10: it 1 1:00

Dr. Man Mohan Singh (372611)
Sec retary, Department of Economic Affairs
Ministry of Finance, North Block, Room # 130

Full Team

14:30

Debriefing with the Ambassador,
Libassy and USAID officials

1,:0

M rs. De\aki Jain, Social Worker
222. Jorbagh (611843)

Ms.

18:15

Mr. V. Shanhar (374185)
Principal Secretary to the Prime Minister
(at the U.S. Embassy)

Full Team

20:15

DINNER AT ROOSEVE'T
,
(hos'.ed by A.nbas ado

and

HOUSE

Full Team

Boit.hon

Full Team
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March 24 (J-riday)

Team Members

OPEN

20 :1 5

DINNER

March 25 (Saturday)

hosted by Dr. Manraiohan Singh
at Ashoka Hotel, Room #479

Full Team

Departure from New Delhi:

05:00

Or.

0S:00

& Mrs.

Lindbloxn

-

PA-1,

New York

Dr. tIirschman

-

PA-I,

New York

05:00

Dr. Gotsch

-

PA-i,

Londujn/Smn Francisco

06:20

Dr.

Newberg

-

IC-439,

05:00

Ms.

Boughton

-

PA-1,

Madras/C)lombo
London/Washington

ANNEX 2
INCOMES AND EMPLOYMENT:
A PROFILE
OF INDIA'S POOR MAJORITY
Introduction
The determination expressed in the Indian Draft
Five Year Plan to foster a development process that
broadens the base of participation is laudable.
Past

experience suggests, however, that making a concern
for the well-being of the poor majority operational is
not without its difficulties.
These begin with the
attempts to identify the magnitude of the p)roblem,
i.e., of defining who is "poor."
Highly divergent
estimates can be obtained by even small variations in
such frequently used measures of poverty as nutritional
standards.
Detailed knowledge is also often lacking regard
ing the deT rminants of poverty.
Even a cursory
investigation indicates that the poor may he poor for
very different reasons.
Where this is the case, no
single program or policy will be effective.
Imple
menting such a package of several programs, on the
other hand, will place a heavy strain on administrative
and organizational resources.
Lastly, several evaluation reports of the govern
ment's rural credit and agricultural extension programs
make it evident that caste and class will continue to
pose formidable obstacles to ensuring a broader parti
cipation in the development process.
Even programs
that are aimed specifically at small farmers and
landless laborers exhibit a "skimming" phenomenon in
which the majority of those participating, while meeting
the program criteria, are the most affluent and influen
tial of the target group.
These evaluation reports also provide evidence,
however, that if relevant and unambiguous criteria are
created, it is possible to use special production
oriented programs to improve the incomes of some of
the poorest sections of rural society. Such efforts,
although they cannot be expected to bear the entire
burden of solving the poverty problem, appear at least
to be a clear improvement over general development pro
grams that do not contain a targeting mechanism.
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- 4Fortunately, over the last dec.de Indian social
scientists have devoted considerale resources to the
al though there
As i r sdi],
analysis of poverty issues.
disagreement and
continue to he points of theoretica
anomalies in the empirical work, a reasonable diagnosis
is now available.
of who is poor and why they are poo
In addition, evaluations of a number of poverty-oriented
programs that have been implemented by the government or
by volunteer agencies contribute further insights into
the social circumstances in which a large portion of
the rural poor find themseives.
Trends

in

Ru ral Poverty

The maioritv of the Indian research on poverty has
been center-d on conditions in the rural areas, reflect
ing the fact that 75, of the population is rural and that
per capita incomes are substantially below those of urban
residents. The following paragraphs also concentrate on
this dimension of poverty since it is of greatest rele
vance to discussions of India's develoment strategy and
to the definition of areas in whic. U. S. bilateral
assistance priorities are likely to be highest. However,
it should be kept in mind thit the estimates of the total
numbers below a given "poverty line" would be higher
still if they included the millions of slum dwellers
who have become a permanent part of the urban scene.
Although a number of cstilkate: of the incidece o
rural poverty exist, the most recent and most compre
The major conclu
hensive is due to Ahluwalia (1977).
sions of this study, based largely on 14 years of the
National Sample Survey of Consumer Expenditures, can
be summed up in the following propositions:
1. There is no evidence that the incidence of
However, both
rural poverty has increased over t hme.
for India as a whole and For the individual states
there have been substantial year-to-year fluctuations
in the number of people below an arbitrarily defined
"poverty line."
(See Table 1.1.)
The absence of any
discernible trend of relative poverty implies, of course,
that the absolute numbers of the rural po.r have
increased significantly because of increases in popula
(Ahluwalia estimates the increases have amounted
tion.
The total
to approximately 5 million people per year.)
size of the population living below the so-called
"poverty line" in 1977 would probably be on the order
of 235 million or roughly 40% of the rural population.
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Table 1.1
NSS Based EstimaLes of Rural

Estimate

Estimate

I/

54.1
50.2
46.5
44.4
38.9
39.4
44.5
46.8
53.9
55.6
56.5
5i.0
47.5
46.1

1956-57
1957-58
1958-59
1959-60
1960-61
1961-62
1963-64
1964-65
1965-66
1966-67
1967-68
1968-69
1970-71
1973-74

I

2/

-e

-

Obtained

2/

Obtained as a weighted
individual states.

Derived from
Estimate I
181
171
162
158
141
146
171
184
216
231
235
217
210
214

N.A.
53.4
N.A.
48.7
42.0
42.3
49.1
50.4
51.1
57.4
57.9
53.5
49.1
47.6

by applying the all-India

1/

Source:

Size of the Poverty Population
(millions)

Percentage of Rural
Population in Poverty

Year

Poverty in India

poverty line

Derived from
Estimate II
N.A.
182
N.A.
173
152
157
189
198
205
235
241
227
217
221

for various years.

sum of the estimated percentages

of poverty

in

Rural Poverty and Agricultural Performance
Montek S. Ahluwalia,
in Tndia, Development Research Center, World Bank, December,
1977, mimeo.
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Admitedl , as AhI uwalia ( aud. "hc rs h vc pointed
out, tLh r, are
nuber of difnicult e wih t-is type
of "por-y
line' analysis.
TlUeiicude tie u.e of
a single p.rice
QiatoI to eliminate tikc citocts of
rural inflat on, the assu pt io. 'h t ai " ,earag,'
calore r qi renen! accurate ly dc scr bc . nit ri i cnal
defici nc, s, and the like.
itowever ,en
i tI.e cri
cerki thit have been used to Of n, 'po' ert, .erc to
be red.cc.' substantialiy, thu
ucsLultin mn
ttins
would conliruet o drive home the m ij.or po2 ic'
o:nt,
namely,

that

there

is

no co. ceivnTah.C

w:y

in which
ii , zhc number
of people cate.ori.ed as being ",c."
Orr.
Sv
Wi,.1, the
involvemenit of ;arger ncain'er u, ic p Ar naorit:y in
product i v, z:.d remune rat i x ena;, I y nc it an./or sorie
redistri. ition of wealth, cn he nunbL
i iv in, telow

wel fare n. , sur s alone cou ld m,,ke a ic

the poverty line be expected to du ol tn: .
2.

second proposilior
as agricul'
he ei iden
all-India data ire used in the
that, un :he. w
c,
poverty k !czeoses.
Sc v

f the Aiinala
study is
u-al ,ratt
icrases
e

;

;tron cst ,'an

rebre ;s in

acde:.

, of the fourteen states

ai:o ;h, x, a cLear
elntionship betw~een ag:'ict'. t tra, outli per
head and jhe incidence of povey't,.
he-;e se cn ;,tates-Andhra Pradesh, Bihar, Karnqta.a, \laJhya 1-rale:,,
Maharashtra, T"mil Nadun, and It:ter Praesh--comprise

negative

nearly So
of the rural pop,.latii:o
in
three-fourths o" the rural pop..lathoi

ndia ind about
that falls below

the puverty line.
The

li:concercing finding ia

Ahlu alia's :udy

is

that data from certain status
n ;,ach igyitulcaral
growth h:.; bei
mno;'L rapid , e.
. , ' 1 -J
,mnc [ laryana,
do Int SL.Ow the expected Lnverse ccat on:iip
be'-ween
growth aid poverty.
Thi
sugg,.s ; tin- ln
fraymen
tation, in. nincy condi tons,
nn]
i l,
the migra
tion

of

;Thor from

enough t( overcome

less

pruse

¢nuA

any e Liects that

areas,

w( re powerful

gr wt.. Inign

have

had on the

incomes of the sl..dU h ak, r sect ons''
of the commun ity .
Moro gencrnlvy
the e
s al.;o the
implic tion in the;e c :i1cil: tin.
that thy lailure of
the ma -.

i

economic

Aroups

situatton when agricultural
must haLv
1 .d to inc re.sina
ly,

Ahluwala's

efforts

t,

im'prov

t

e.:r absolute

in.o mo f-r he, d was growing,
inco:,
nequa it i.e. .
Curious
to puisus ti is lI e of reasoning
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by calculating Gini coefficients for the distribution
of income suggest that there has been a decline in
incquality, not only for India as a whole, but for
such high growth states as Punjab and Haryana.
For the moment, no resolution ol the inconsistency
of data purporting to show igh growth rates, a constant
percentage nf people below the poverty line, and
There
decreasing income inequalitv has hoeen attempted.
studies
are several bits of evidence, e.g., several
showing that there have been significant increases
in real agricultural wages in the Punjab, that cast
doubt on the validity of calculations based on consumer
expenditure data which tend to show the opposite.1/
Under any circumstances, the extent to which growth
does trickle down in the rural areas is of the utmost
importance in assessing India's approach to the poverty
problem. Tnvestigating the anomalies revealed in the
calculations of relating growth to the incidence of
poverty in the richer states would appear to have a
high research priority.
Determinants of Poverty
The available evidence on the characteristics of
Eco
India's poor is consistent with expectations.
nomic activity in the countryside is organized around
the institutions of private property, and inevitably
those who control land, water, and capital resources
will be the most direct beneficiaries of high yielding
varieties, irrigation projects, fertilizers and the
like. The rest of the population benefits only
indirectly through the derived demand for their services.
According to Table 1.2, nearly 9.0 million households (roughly 50 million people) are completely land
randehar-Rath and Minhas both estimate that
less.
virtually all households in this category, comprising

I/See, for example, D. Lal, "Agricultural Growth,
Real Wages and the Rural Poor in India", Economic and
Political Weekly, Review of Agriculture, June, 1976.

Y

<
: )if

Table

1.2

Agrariap Profile for India (1977)

Clas:.ification
1.

Rural population

2.

Rural households

3.

Landless households

4.

All cultivating
households

5.

Percentage of
Cultivated Area
Operated

503.0

89.8

100

LJii

:®~1

.9.0

10

80.8

90

32.3

36

5.0

13.7

15

6.0

14.5

16

-

100

Cultivating house
holds with less
than 1 acre

6.

Numbers
Percent of Total
(million) Rural Households

Cultivating house

holds with I to
2.5 acrs

7.

Cultivating house
holds witl , 2.5

to 5.0 acres

Source:

12.0

IBRI) "Economic Situation and Prospects of India", April, 1977 and
GOI, "National Sample Survey No. 215", NSSO, New Delhi, 1976.

g

totql, fall below a reasonably conserva
some 10". of the
line./
poverty
tive
Equally important in the overall poverty picturb,
however, are households that cultivate so little land
that they cannot provide a subsi stence level of living
This so-called "near landless" group
for the family.
during the decade c4 the 1960s,
enormously
increased
and there is every reason to suppose tiuz t the land
fragment ation and tenancy cli splac ement th.t produced
the increase in this sij:e group has continued.
Farmers with slightly morc la n d, i.e., with hold i ngs
of 1 to 2.5 acres, fall into what has come to be lnown
as the "marginal" farmer category. Where farmers
having less than 1.00 acres arc, for all practical
purposes, dependent upon wage employment, a signifi
cant amount of a marginal farmer's income may come
Indeed, fo-, tho.,e fo-tunate
from the land he tills.
enough to be locatedc clese to the urban narikets for
ncves
r' su- ice to
fodder and vege'tables , 2 to 3
produce a sub.sistence standard of living for a rural
househol d.
floiseholds with upwards of 5 acres are, of course,
less likely to be below the poverty line than those in
Tt is this so-called small Farmer
the marinal class.
group that is often lifted above the poverty line with
r ga t ion and other
developmenc projects tlaa involve
programs designed to improve c'opping intensities.
too
While a 5-acre holdin1, in a drvland area Is still
sma 11 to provide a living from ag'icuIture a lone, it
can provide the basic needs of a ami>, pr'ovrd'.
supplementary water, imp-oved seeds, and fertilizer
are conscient iously applied.
Several authors have suggested that roughly 75%
of the rural households cultivating less than S acres
If this
ould fall baiov," the poverty line.
of land
figure were co.verted to individuals by using the 5.6
1/V.M. Dandeliear and N. Roth, "Poverty in India:
Dimensions and Trends", Economic and Political Weekly,
January, 1.971.
Minkas, "Rural Poverty, Land Distribution and
Fact-" in Poverty and Income
Development Strategy:
Distribution in India, Bardhan and Srinwasan (eds.),
Statistical Publishing Society, Calcutta, 1974.
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person per household figure drawn from the NSS
consumer expenditure survey, it would give an estimate
that i:; con sistent w,.ith the 235 million Figure reported
ea ii ier.
A more accurate picture would probably be one
in which a higher incidence of poverty was shown among
the completely landless than among those who had at
least some small area on which to produce food for
the family.
For example, a weighting scheme in which
90, of the completely landless, 6F.-of the near land
1-ss, 55', of the marginal farmers, and 35 of the small
farmers were assumed to fall into the poverty category
would produce roughiv the same result.
The significance of disaggregating the households
that: fall under the poverty line is twofold.
First,
it underlines the limitations of arguments that the
redistri V ;on of land can carry the burden of res
cuing those 1elow tle poverty line firom their plight.
Al though this may differ by state, the percentage of
land in ]large holdings is too smal1 to make large
numbers of 1ini iscule holdings into viable agricultural
units.
(Ohviously, this is not an argument against
redistribution as one element in a rural development
strategy.)
Second, the diversity

of

the "poverty"

group under

lines the need to bring several program instruments
to hear on most poor families.
That is, households
having several acres o-)F land may be able to increase
the fan ily.s income both by improved employment oppor
tunit ies and by measures that make possible increases
in the productivity of the small plots that they do have.
The lEnvironment of Poverty
The calculation of "poverty lines" and the enumera
tion of the determinants of poverty, while supplying a
needed porspec tive, describe on,)y one dimension of the
problems of India's poor maljoritv.
It would be naive
not to recoi,ni e two other crucial aspects of the rural
environment that have important consequences for the
distri
bution of Clevel opment benefits, namely, the
structure of political and social relationships that
define the position of the poor in their villages,
and the attitudes and perceptions that have developed
among the poor, sometimes over a period of centuries.
Delving deeply into the social order of India's
villages is well beyond the scope of this report.
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evidence exists on both the effects of local
power structures on development programs and on the
ituation
perceptions that villagers have of their
to
encouraged
be
vis-a-vis changes that they might
undertake.

HIowever,

With respect to the problem of implementing proj
ects that are ostensibly aimed at the poor majority,
the experience in India is no different from that
For example,
encountered in most developing countries.
of Rural
Review
Spring
two studies done for USAID's
who
borrowers
the
of
Credit show that the majority
govern
through
obtain the subsidized credit available
of
members
ment credit institutions are the wealthier
least
at
This result is not a matter,
th- community.
directly, of the need to possess substantial land
holdings, since even the very small farmers would have
found credit profitable when used to acqui:'e sach
inputs as improoved seeds, fertilizer and pesticides.
It is clearly a function of the local social and
political relationships that permit the powerful to
manipulate local institutions for their benefit.
Similar results have been reported by the World
In this case,
Bank's agricultural extension project.
agent
extension
level
village
the
of
the limited time
community.
the
in
farmers
larger
was monolpolized by the
Only by substantially altering the style and approach
of the entire extension effort, i.e., by concentrating
on groups instead of individuals, was it possible to
make some headway against the inherent tendency of
those who bad the substantial resources to which
imp)roved technology could be applied, to receive the
attention of the extension agent.
The situation is somewhat betcer in programs whose
goals and objectives have been set up explicitly to
serve the needs of the poor sections of the community.
How'ever, here too tL.e practice of "skimming" is almost
Because such activities have been under
universail.
there are strong pressures to
underfunded,
manned and
do meet the program's criteria,
who
assist those farmers
chance of achieving the
possible
best
but who have the
the India Small
although
Thus,
agency's objectives.
un) ke many
does,
(SFIDA)
Farmer Development Agency
identify its
to
other such programs, make an effort
target group, the distribution of assistance follows
It ih simply the "larger"
the distribution of assets.
small farmers who are the major beneficiaries.
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It

is to the government's

K'skimmiHg"

phenomCnor

ha.

c

credit that the inevitable
-

:

-,c d and another

agency, the
narnI Farmers and Agri CuI. turl 1 Laborers
Development Agen.:y (MA:-,IPA) ha:; also been established.
Again, those alreacv pos:,essinj. considerable skills and
abilities will be tie major beneficiaries, but identi
fying target groups explicitly and giving the bureauc
racy qt iantita-ive identification c iteria , is a
subs tan tial impIrovement over a reI i a
oO rural
institutions that have no discri minatory element built
into their mandate.
The lack of access to general development services
is, however, the tip of the iceberg.
It is merely a
symptom.
inderlving it are the fundamental relation
ships o1 economic and social dependency that exist
between the poor and their wealthier or more high-born
neighbors.
For some, it is the exploitative relation
ship,

in

a land-scarce

country

betweeii the tenant and

the landi ord,
For otlie rs, economic dependency involves
their relationship with the local source of capital,
i.e., with the village moneylender.
Even if substantial
material and ;idminist rative resolrces Were effectively
targeted on these "dependent" groups, attitudes and
perceptiOnS Glevel oped by generations of such relation
ships will he difficult to overcome.
An extraordinarily sensitive study of these issues
is contained in the reports of a group of scholars and
students from the Indian Institute of Management at
Ahmenahad.
The ir activi ties were focused on several
vil lage;
'n one of the more backward districts of
Rajastan alld their objective was to assist two groups
oF artisans (weavers and leather workers) to improve
their economic and social status.
Many of the diffi
culties tley encountered, ranging from a lack of
technical skills to indifference on the part of those
in charge of institutions who might have assisted the
project, were to be expected.
Less obvious at the out
,et were the ditficulties encountered in gaining the
confidence o - those whom they were seeking to help
and in pcrsuacl ding the various villages and sub-castes
to work together for the common good.
The survival of
i-c poor and low-born hr.: been ensured for generations
by a ba.ic mistr.st of anyone ind anything outside of
the fami lv :An it.
The idea of shifting their allegiances
from the security of these traditional ties (including
the moneylender) to a larger group was a slow and, at
this date, not altogether successful process.
Indeed,
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as the IM group observed, the small successes enjoyed
by some individuals, rather than being a source of
inspiration and solidarity, often became the base of
exploitation by those who had formerly been exploited.
Individuals were willing to work to change their
position in the system, but the process did not
necessarily produce new attitudes that in turn led to
a commitment to change the structure that was the
original source of exploitation.

ANNEX 3
Development

and the ctatus of Women

An important aspect of the implementation of the
Plan will he its effect on the status of women.
Two
key studies on the role of women in India include the
Report of the \ationa] Committee on the Status of Women
in Tndia and a National Plan of Action for Women pub
lished by the Institute of Applied Manpower Research.
The Committee report emphasizes the vast hetero
geneity in the status of women in India.
It underlines
the significant impact that inequalities inherent in a
traditional society have on the role of women. The
report also analyzes the direction of recent socio,
economic, and political change and its impact on women.
..
\s may he expected, the committee's examination
shows that advances in eJucation, political participa
tion, and welfare measures have benefited both men and
women. lo'ever, in some cases, men have benefited
proportioiately more.
For example, for the period
1921-31 1 ife expectancy For both sexes was 26 years.
For the ior iod 1961-71, it had lengthened roughly
comparahly to 46 years for women and 47 For men. On
the other hanit, progress in literacy was very uneven.
By 1971 Female literacy had risen to 18%) in striking
comparison with male literacy of 40%.
Bven more discouraging is the fact that the status
of women has actually deteriorated in some cases,
in
some areas, where large masses of women were once full
partners in the traditional economy, modernization has
eliminated this employment. At the same time, lack of
literacy and training opportunities for women has often
precludcd absorption into the modern econnmv.
The committee report and the national plan of action
contain many recommendations for reorganizing and giving
higher nrioritv to state programs which can benefit
women in the Fields of health, education, welfare and
employment.
The report also cites the need for increased
grass roots organization and action to help poor and
rural women.
ft was this latter need that was particularly stressed
to the team in an interview with a prominent Indian woman
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leader.
She noted that most hoiien's voluntary organiza
tions have been confined to urban areas and their
membership ha. been i .wi P c v.1
rcm the educated
middle class.
Their impacI or poorer women has been
limited.
iiowevur, new crnipfs tanreted to the poor
are being t-ou EdCd.
TLc
LIC um!
Uj o Women,
rd
Associa
tion (S l>,
is a notal le example.
The group provides
credit

FaCiliti, s Fo V.oMeL. cami vn lcry
weavers and
others to assis!
!her
to b1Hc;ii
1:.-ST rS or their
own
Pate rather
than pawns of the money icnders.
The
team was also toldc
of the importance cH
eecting women

to village counciPI
to give women

possibl'

In discussiag the :'o,
promoting

through separate slates,
voice in rural areas.

a greater po Ii tical

o? "o:w<ign assistance

the status of womeun,

.,i

.-

in

eam was told that

the main contribution would be in taking account of
how the change; brought about b' the proposed assist
ance would imiAct on women.
The effort should not be
to halt economic chaige hut i i vomenm may he adversely
affected, other joss ihi lit ios :;hou :1 he Found for them.
As for financing spocial pro.jects targeted at women,
we were inForm.d that the problem is usual iv more one
o0 identiF.'ing pro ijects that make sense and competent
people to rcun them.
Wlice this is accomplished,
ftinnnci ,, is not usually a problem.
In any case, in
its prc>tram Joveloment work, AID should consult with
Indian w,,ea leaders to assure that it is doing what
is possibe Lo r"omote women's par: icipation in
deve opment and to as.ure the A\
ID programs take women's
conccrns adequately into account.

