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Three foscal aspects of the volume are emphasis on
regional planning, environmental development and industrial
regeneration under composite investment programme.

AMALESH BANERJEE

BIMAN KAR

i 'I ">11

•-.••I "l' . •• ••!

r-l" »l"l I - ,

N. . < '.. i . H J

•. I n •• -r. I.', j .

•; I Ul-I

, J )'t> lo • •• . ,•

• .5i" " 'n •' '• ;40fHl y/j' \ i' •

il.'ii' •. •' ;i '1 ••l/.r-' •) " ib \o

• • ' •.'.'•.5-^. '.-.I-"; i:.'-. .. I' I '' ; •.<V| •• •

• I ! • • . • •( -'i j.- •. 'i •••In l; •; , .-I -i ,

l>r'r. •,.-,1 luji I , .,p •SH .. i-' ' .

'•...!*! -wf' i:- 'I • .1 • -»o'- 'J -I' p • u

. iflii; •p. ; ' 1 1.'! . ii'-, •' 1. ;•

•'r'TT'-:..TT ;.|ni n'l-• - ii.;. ..ms'iwii 4n: .♦ • '

i.'ip'i;^1ri p-j , p' f Wi.p • J;,' !• -rop- ' l.p 1 ji.v
rn - lo •,.sc .r./Cj-. • m'
I' .••"••.: I; l.Ni'; I.--,.. t^,.,p jf(". ^fopjci t'l; p.-.;4l'p'Uii

•"( pp-p . '.n.i 1 , .1 •d! i;.

Contents

Preface

Part I Planning and Development

1. Introduction

Amalesh Banerjee
2. Regional Planning for Economic Development of

North-Eastern India
Amalesh Banerjee

3. Resources, Development and Dissent : The
North-Eastem Perspective
P.R. Bhattacharya

4. Development Constraints and Possibilities in
North-Eastem India : A Field \^ew
Alok K. Bhaumik

5. Planning for the Hill Economy of Tripura
Malabika Das Gupta

6. Growth and Structural Change of the Economy
of Assam During 1950-51—1996-97
M.P. Bezbaruah

Part 11 Environment and Agriculture

7. Economies of India's North-East, Natural Resource 103
Base and GlobaUsation

Rabindra Nath Bhattacharya
8. Planning for Forestry and Environment Development 115

in Arunachal Pradesh

Amitava Mitra

pp

V

3

13

42

68

78

92







Econo

North

resea:

Nort'

enorc

andn

strata

focus

situaf

resou

grow

How

polei
conce

nece

susta

magi

envis

for

econ(

level

r

the p.
of thj
resot

that!

redis

on '

agric
expe

The

chan

grou

pone

of tf

inte^
anal;
in va

dem

theg
and

comj

emp

men

gene

prog

(viii)

9. Inequalities in Landownership and the Problems of
Land Reforms in Arunachal Pradesh
N.C. Roy and P.K. Kuri

10. Cbnstramts on the Development of a Land Market
in Meghalaya
M.K. Sukumaran Nair

11. Land Reforms in Assam
Biman Kar

Part in Energy, Industry and Employment
12. Energy for Economic Development :ACase Study

of North-East India
A.K. Agarwal

Raj Kumar Sen
16. Industry of Mizoram

Agarwal

Part IV Integration and Development Council

: The Case for Its
}.B. Ganguly

o. uatta Ray

^''tategration

Financial Allocation
20. Reallocation of Financial • ,

of Financial Sector Reforms Context
R- Arunachalam

125

139

168

181

218

225

232

243

252

268

283

r

(ix)

21. The State of Public Finance in the North-Eastem 297
Region
Ajit Kumar Chattopadhyay

22. Rural Finance of India's North-Eastem Region 325
Pratul Ch. Chattopadhyay

Part VI Human Resource Development

23. High Rates of Population Growth, Urbanisation and 343
Literacy in Mizoram : How Do They Co-exist ?
S.N. Cuhatluikurta

24. Development of Social Sector in the North-Eastem 368
States of India

A.K. Chatterjee

25. New Economic Policy, Human Resource Development 396
and Entrepreneurship ; A Case Study of
North-East India

Ananda Das Gupta

Index 435



Ecor

Nori

rese.

Nor

enoi

and

stral

focu

situi

reso

groi

Hov

pol(
cone

nect

sust

mag

envi

for

ecOT

leve

thef
of tt
reso

that

redi

on

W'M

List of Contributors

1. Ajit Kumar Chatterjee
B.K.C., CoUege
Calcutta.

2. Alok K. Bhowmik

Reader, Deptt. of Economics
Rabindra Bharati University
Calcutta.

3. A.K. Agarwal
Reader, Deptt. of Economics
NEHU, Mizoram Campus, Aizawal

4. Amalesh Banerjee
Professor, Deptt. of Economics
Rabindra Bharati University
Calcutta.

5. Amitava Mitra
Head, Deptt. of Economics
Arunachal University
Arunachal Pradesh.

6. Ananda Das Gupta
Deptt. of Economics and Commerce
Pachhunga University College
NEHU, Aizawl.

7. B. Datta Roy
Freedom Fighter,
Shilong, Meghalaya.





Econ

Norti

tesec

Not''

enor

andi

strat<

focu:

situa

resol

grov

Hov\

pole
cone

nece

SUSti

mag

envi;

for

econ

level

1

thep
of th
resoi

that:

redis

on

agric
expe

The

char

groc
pone

of tl

intej
anal

inva

dem

the g
and

com

emp

men

gene

pro|

(xii)

8. Biman Kar

Professor, Deptt. of Economic
Gauhati University
Gauhati, Assam.

9. Debasis Majumdar
Lecturer

Bangabasi College
Calcutta.

10. J.B. Ganguly
Former Vice-Chancellor
Tripura University.

11. Malabica Das Gupta

Tripura.

12. M.K. Sukumaran Nair
Deptt. of AppHed Economics

13. M.P. Be2baruah, Reader
Deptt. of Economics
Gauhati University
Gauhati.

14. Pratul Chatterjee
Reader

B.K.C., College
Calcutta.

15. N.C. Roy and P.K. Kuri
Lecturers Deplt. of Economics
Arunachal University
Arunachal Pradesh.

16. P.R, Bhattacharya
Dean, School of Social Sciences
Assam University
Silchar, Assam.

(xiii)

17. R. Arunachalam

Reader, Deptt. of Economics
University of Madras
Madras.

18. Rabindra Nath Bhattacharya
Professor of Environmenteil Economics
University of Kalyani
West Bengal.

19. Raj Kumar Sen
Reader

Rabindra Bharati University
Calcutta.

20. Shankar Chatterjee
Assistant Director

National Institute of Rural Development
Hyderabad.

21. S.N. Guhathakurta

Formerly Professor and Head of the Deptt. of
Economics and Dean,
School of Social Sciences
NEHU, ShiUong.

• rfggvTM

. 1 ^

• I



Ecot

Nori

rese

Noi

enoi

and

strai

focu

situ

reso

gro^

Ho\

pol'
con(

neC'

susl

mag

envi

for

ecor

leve

the]
of tl:
reso

that

redi

on

agri
expj

The

chai

groi

pon

of t
inte

anal

invi

deiT

thej
and

com

emp

mer

gen.

proj

Part I

Planning and Development

r



Econ

Nort

reset

Nor

enor

andi

strat

focu

situe

reso

grov

Hov

pole
cone

nec«

sust

mag

envi

for

ecor

leve

the I
of tt
reso

that

redi

on

•'I.

• r "•*) t

. 1 •. \l' iC.i /•

"vj't , I ; .

fMi; j. Introduction

Amalesh Banerjee

Two important factors have made the study of economies of the
north-eastern states attractive today. One is the prolonged
destructive flood over four months every year and the other is
the widespread violence that takes life almost everyday.
Economic analysists wail despondency, administrations take
arms, politicians play the game and individual families fall
victim to the senseless extortions. It is a pity that the area of
the country which heralded the independence before the rest of
the country tested it has now become the area of uruest. The
jsresent volume is an attempt to explore the causes of those
unrest, and at the same time, outlines an action programme for
turning a new chapter of prosperity.

Seven sisters, the seven states, are like the different
complexion of the rising sun. They are individually and
collectively bright enough to blaze in glory. We attempt to
capture those possibilities and emphasize that an appropriate
planning strategy can usher in a new chapter of prosperity.
Originally the state of Assam has been vivisected and the
compact small states have come up. We attempted to find out
the potentiality of these states, their experiences in different
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4 Economic Planning and Development of Norlh-Eastern Slates

fronts and pitfalls. However, the state of Assam still remains
the main centre of attraction on different respects, for
communications and opportunities. Even on serious economic
assessment major states are counted in which Assam only finds
place among die north-eastern states. In this perspective one
will introspect the utility of this exercise. However, we attempted
to examine the economy of this area as a compact unit without
being absessed with the individual small states. The issues,
therefore, come up are like these :

(a) are the state and the economy different;
(b) why differences among the states grow overtime;
(c) does the development process so far augmenting the

cohesion and prosperity of the states;
(d) are the autonomous councils resolving the dissension?
Some aspects of these broader issues are taken up here,

while major issues, connected with development planning, are
examined in the next chapter.

States and Economy

States are admimstrative units in our federative structure. There
were different categories of states and union territories. Some
of the smaller sub-states blossomed into full states, and some
union _territories are also getting statehood. Although
admmistrative steps and gradual process of maturity of

'̂ ^termines Uie statehood of an otherwise

oeriod i<! " territory, this also implies that a gestation
SS in i ^historicaUy backward administrativeumt to become afuU-fledged state. This signalling of manurity
ertT for economics also. Protection culture,
are some of the mdicators for formation of states. Area of a
state and formation of state are thus continuaUy changir.^r even
apart from those factors, due to political expediency."'New
states are commg on any of these specious groups
consilmd''Ti'?' ^ ^tate is hardly

It ? '̂ PPOTted by their economic
economic temf^/ becomes sufficiently viable oneconomic terms it will remam weak and even dependent on

lb

Introduction

central grants perpetually. But economic prosperity of a state
unit depends on factor endowments, geographical position,
private capital flow and government initiative. Again, without
sufficient factor endowment even private capital does not flow
if the state is logistically disadvantaged and market and
infrastructure is not sufficiently developed. Commonsense
conditions"of industrial location are not sufficiently ripe in many
states and hence the private capital flow is always shy. Hence,
unless the governments fill up this gap in private capital flow
in any significant extent, the state will languish in lagged process
of development or underdevelopment. Then the governments
in small states are always in resource crunch. Ultimately the
central government is held responsible for backwardness of the
state.

Constitutionally none of the three lists are comprehensive
and the central list is more dominating than the state list while
the central government can forcefully change a state government,
it can hardly develop a state economically by one stroke. The
fallacy of disproportionality between the central power and the
state power on tlie one hand, and equal disproportonality-
between the political and economic power of a state itself are
important issues impeding the development of a state.
Implications of such state policy for planning and economic
development of the country is examined in the next chapter.
This will obviously lead to top sided development, concentration
of economic power and inequality. Some states will grow at a
rapid pace but some other may be lagging behind as a result of
centralised planning. For the present some aggregate picture of
the state finance may be pointed out as a synoptic condition of
states, particularly, die smaller states. State fiscal deficits and
debt are two key financial indicators. In an aggregate sense, as
the RBI annual report 1997-98 indicates, between 1985-1998-99
the development expenditure and GDP ratio of the states is
declining and that of non-development and GDP ratio is rising.
More surprisingly, social sector/GDP ratio is declining
significantly. Gross fiscal deficit as percentage of GDP of the
states over last eighteen years, from 1980-81 to 1998-99, is rising;
equally their revenue deficit is also rising. This indicates
weakening resource position of the states; their ovm resource
base is faltering. The debt burden is also rising due partly to
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6 Economic Planning and Development of North-Eastem States

their own declining resource and partly to their rising debt to
the central government.

About the disaggregated picture of our north-eastern states
the position is worse. Of the total outstanding liabilities of the
states loans and advances from the central government in 1997
constitute 68 per cent for Arunachal Pradesh, 43 per cent for
Mizoram, 52 per cent for Meghalaya, 76 per cent for Goa, to
take an example of another small state from other part of the
country. All these indicate that financial resource base of the
small states are not rising and their development depends on
die central government initiative. This indicates a different
development strategy when states are endowed with high
physical resources but low financial power and where the
conventional development theories are not applied.

Dissension and Development

Dissension prevails in north-eastern states, as in many other
parts of the country ever since early seventies. When some of
our north-eastern states under consideration were just on
formative stage. It is a dissent against the existing structure of
society, polity and economic programme and rising expectation
which is often misguided by interested agents, national and
international. Two types of forces have worked together to
make a section of the people restless. On the one hand, spread
of education and international information through modem
media have made the younger generation to look forward for a
better style of living as against their traditional social and cultural
bounds, on the other hand, the development deficiency and
infiltration of opportunities forces in the changing econorruc
panorama of the hill regions have made the growing generation
search for an alternative yet undefined and nebulous to them.
The problem is not the formation of state or council which on
the surface, appears to be main, but it is a problem of
formulating a cohesive and complete vision of social and
economic development and adjusting that wid\ the existing
administrative and economic pattern. The rapidly changing
demographic and cultural background of the people of hill
north-eastern states has to be equally consistent with the
corresponding changes in economic programme. Growing

Introduction 7

enlightenment and aspiration of the people has to be met with
equally rapid change of economic programme which we try to
outline in the next chapter.

This transitional dynamics of the society and economies is
misguided and exploited by foreign agents and interested groups.
Ethmc and economic adjustment programme isbeing misdirected
in negative direction. The efforts ofconstructive implementation
of programmes are threatened and the chances of improving
the conditions are wasted. It has been found in other parts of
the contemporary world that nationalist questions has to be
resolved by different factions with a forward looking spirit of
accommodation within the national framework. Sectorial strife
and the ethnic intolerance are detrimental to the process of
growth and development with accommodation. Modem theory
of social choice and welfare is antithetical with intolerance.
Increasing social welfare is possible only when the different
groups in the society are awaken with the spirit of adjustment
and accommodation. Correspondingly economic and structural
framework has to be adjusted. This is an arduous task which
calls for great vision on the part ofethnic groups, administrators
and political leaders.

most of the north-eastern states are late in the
planned development which most of other states in

ve been experiencing over decades. A radical
togramme is essential for rapid transformation
am states. Planning process that we have been

^changed consistent with contagious regional
^nd aspirations of the growing generation,
^^ening gap of inequality among the states

gpiration gap of the younger generations,
'je issues of search which have to

hon and which our different

factor

authors

population due to
>h. Settlement of

Bangladesh
population.
Combined

lese new
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6 Economic Planning and Development of hlorth-Eastern States

their own declining resource and partly to their rising debt to
the central government.

About the disaggregated picture of our north-eastern states
the position is worse. Of the total outstanding liabilities of the
states loans and advances from the central government in 1997
constitute 68 per cent for Arunachal Pradesh, 43 per cent for
Mizoram, 52 per cent for Meghalaya, 76 per cent for Goa, to
take an example of another small state from other part of the
country. All these indicate that financial resource base of the
small states are not rising and their development depends on
the central government initiative. This indicates a different
development strategy when states are endowed with high
physical resources but low financial power and where the
conventional development theories are not applied.

Dissension and Development

Dissension prevails in north-eastern states, as in many other
parts of the country ever since early seventies. When some of
our north-eastem states under consideration were just on
formative stage. It is a dissent against the existing structure of
scciety, polity and economic programme and rising expectation
which is often misguided by interested agents, national and
mtemational. Two types of forces have worked together to
make asection of the people restless. On the one hand, spread
ot education and international information through modem
media have made the younger generation to look forward for a
better style of bving as against their traditional social and cultural

infrln development deficiency andinfiltration of opportunities forces in the changing economic
panor^a of the hill regions have made the growing generation
^arch for an altemahve yet undefined and nebulou! to them-
^e problem is not the formation of state or council which on
he surface, appears to be main, but it is rproWem of

formulatmg a cohesive and complete vision of soli and
economic development and adjusting that with the Txisting
administrative and economic pattern Ti->o -ji l. • ade^csraphic and cultural bacC^d
north-eastern states has to be eonaii,, • P
correspond.^ changes in ecoLr

Introduction

enlightenment and aspiration of the people has to be met with
equally rapid change of economic programme which we try to
outline in the next chapter.

This transitional dynamics of the society and economies is
misguided and exploited by foreign agents and interested groups.
Ethnic and economic adjustment programme is being misdirected
in negative direction. The efforts of constructive implementation
of programmes are threatened and the chances of improving
the conditions are wasted. It has been found in other parts of
the contemporary world that nationalist questions has to be
resolved by different factions with a forward looking spirit of
accommodation within the national framework. Sectorial strife
and the ethnic intolerance are detrimental to the process of
growth and development with accommodation. Modem theory
of social choice and welfare is antithetical with intolerance.
Increasing social welfare is possible only when the different
groups in the society are awaken with the spirit of adjustment
and accommodation. Correspondingly economic and structural
framework has to be adjusted. This is an arduous task which
calls for great vision on the part of ethnic groups, administrators
and political leaders.

Above all, most of the north-eastern states are late in the
process of planned development which most of other states in
the country have been experiencing over decades. A radical
development programme is essential for rapid transformation
of the north-eastem states. Planning process that we have been
following has to be changed consistent with contagious regional
factor endowments and aspirations of the growing generation.
This will cover the widening gap of inequality among the states
and will equaEy meet aspiration gap of &e yoimger generations.

We can briefly identify the issues of search which have to
be resolved in future course of action and which our different
authors sought to highlight.

(a) There has been a rapid rise in population due to
internal and mtemational migration. Settlement of
Nepalese and people from neighbouring Bangladesh
in an otherwise quiet homestead of hill population,
gave rise to the problem of adjustment. Combined
with growing original population, these new
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8 Economic Planning and Development of North-Eastern States

(b)

(d)

population stream posed the problem of settlement
all in respect of social, political and economic.
In this perspective the first step is the land settlement.
Since the cultivable agricultural land is very limited
in the hill region, the extended cultivation by the
growing population created tension and land
settlement requires careful programme for increasing
output, and protection of environment.

(c) Employment programme for the new educated
generation of the region is an important issue, state
governments are in diverse pulls. Employment
generation and income propagation from old
agricultural mode of cultivation has to be supplemen
ted by new areas of manufacturing activities.
Political courage of accommodation among the various
groups ofBodos and Santhals, Nagas and Kukis, Mizos
and Reangs etc. are important for peaceful settlement
of dissension. Historically, various ethnic groups lived
for long time in harmony and peace and they will
have to live together as they have been doing since
long. But forceful extortion and annihilation are quite
opposed to development. However, the aspiraHons
of sub-nationaUHes have to be met with appropriate
action.

(e) Neglect of industrial programme is very burning issue.
We shall see that during successive five year plans
mdustrial progress and employment generation is very
unsatisfactory in north-eastern states, as in many otiier
states. •'

(f) Development of infrastructure of rails and roads is an
urgent issue that will hasten the process of
development. To break the isolatton and to bring the
land-locked people of the hill states to the mainstream,
massive programme of investment is essential.

(g) The forest and environment is the very important
asset of the hill economy. Forest land usurpHon,
denudation, and occasionally natural calamities of
hood and landslide are the urgent issues to be settled.
Over three months during the monsoon every year

ssam, Arunachal and adjoining states experience

jqew

(h)

Introduction

devastating flood which destroys hearth and home of
millions and crops.
Finally, the cultural conflict has grown among different
ethnic groups who are now having greater mobility
and interaction with other groups. Earlier bounds of
cultural practice of different ethnic groups are now
interacting in a national-international horizon. This
openness of the societies brought overshooting shocks
which have to be absorbed with increasing awareness
and acquaintance.

It is an irony of our political and economic management
overlast fifty years in free India that the valorous and nationalist
people who have first held atop the free India flag under the
Azad Hind Government have now turned sore and rigidly
striving to be isolated from the mainstream. Surely greater
warmth, vision and catholicity and positive programme will
bring about turn of faith, co-operation and commitment of the
people of the region to the nation at large. We outline an action
programme in the regional frame of north-east in the next
chapter.

Outline of the Study

It appears that physical plarming is at a mismatch at the national
level and outcome at the regional level is the violent expression
of the feeling of neglect and deprivation. Regional exploitation
of resources for regional and national development has to be
balanced carefully. Growth and dimension of north-east is an
expression of that asymmetrical outcome of the distance and
centralised planning part one of the valuable facesses the central
issues. Realistic regional planning to capture the asymmetrical
relation between growth and distribution resulting in dissension
has been set out in the part one. The resource base of the
region callsfor regional planning. Growth experience of different
states and particularly Assam, the major state among the set of
north-eastern states, signals for greater action programme to
assimilate the dissension now prevailing in the region. Hill
economy requires a different type of planning for hills emd
plains together so that forest and plain land and the dwellers

summmam
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10 Economic Planning and Development of Norlh-Easteni Stales

Althn„ih • , symptomatic of that idea,
these states excem'As cultivation is limited in
desired extent. On thnm;r'f
abundant and the tribal anrt ^occst resources are
resources for food and f i both depend on forest
now faced with twin m" o' "°cth-east economy of India Is
for food and fuel of ti?p increasing the forest resources
of export. Globalisafin '̂̂ ^^"'" the requirements
these two tracks with theT^^u serious problem of combining
environment. As a 1, ™amental question of protecting
that not serious attention " ^.° •^ '̂̂ ^chal Pradesh, it is found

Next to ethnic violenrp^^'^^1balance,
most sensitive issue of m / ownership of land as the
community ownership of bT-°"' traditional system of
pnvate ownership. Develonmo'̂ f giving way to
mequahty in some ownershin ^ i market and removing
the north-east. This is for thr ^grievous problem m
on forest resources, the low av!u ^"bals are living
maily the jhum or shifting cult'if '--gncuitura] land and

has made the land market Growth of population
Increasmg number of people ^
^ fact small holding and land becoming landless-a^rculture in these^ilj s "t ŝerious problem of
employment in the rural 1 \ ^ absence of non-fa^^

landSs^^ unemploymentj• This an important sn, increasing in the

of'"^ " --brrth r^ a/no^h-eastern

emp.„y„J~ .and fc.
. bnergy production

Nor5h-?TP^^°^ importantof hydel \ ° ^"^rgy generation j/® ^^^tes have abundan
T from ^^st possibiUtythose ^ ^ ^°^dless resources of

is stm at in ®^P^° '̂ation. The i T ^-ig industries" stage, and Se ^lap of north-east
®°iall industries of different

Introduction 11

states are catering to the local needs. Handloom industry and
possibilities of other industries are discussed in the Part IV.

The novel experiment of Autonomous District Council and
the North-Eastem Council is the centre of discussion in the Part

IV. The debate between council or stale is now at the forefront

of national politics and development strategy. We argue in the
Chapter II and in the Part IV also that potentialities of
autonomous district council are yet to be reaped. Without the
problem of small states, the autonomous district council can be
para-state for prosperous development of small regions. Above
all the small states in the north-east, the North-Eastem Council
can stand out as a plarming forum and Implementing agency.
The success of the autonomous district council and importance
of NEC as an integrating agency has been examined in this
part.

What is the financial position of the small states of tt\e
north-east? Are the financial institutions sufficiently disbursing
credit to the small industries and farmers in this region? Part
V highlights this position and also the centre state financial
relation. It has been found that there is not enough possibility
of augmenting the credit absorption of these states if industrial
programmes are not carefully implemented. Small states are
perpetually indebted to the central government which hardly
pay serious attention to the income generation of these states.
Big states receive major attention and small states receive little
attention.

Development of human resources through liberalisation
and globalisation has now become the strategy of the market
economy. How the north-eastern states fair in this respect? It
has been found that human resource development and
entrepreneurship programme is no better in these states than
the rest of the country but there is enough possibility of extension
of entrepreneurs programme in these states for regeneration of
industries and setting up cluster of new small scale industries.
The Part VI thus highlights the new concept of development
strategy—the human resource development.

Political Economy

We have been following the democratic process of economic
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12 Economic Planning and Development of North-Eastem States

development. Democratic decision-making emphasises on the
aggregateweightage and the dominant opmion based on number.
The small states of our country are continually changing the
political stand due to the aligrunent for the small ruling parties
of the state with the ruling party in the centre. Economic
development and even allocation of fund is often affected by
larger political force at the centre. As such small states suffer
and their potentiality of development remain untapped.

It is, therefore, necessary for the smaller states to have
larger representation in the Assembly and Parliament so that
they are treated as important in' the number game. By special
provision each smaller state should have larger number of
representation in the Parliament.

In the entire industrial picture of these states massive
public investment is required for infrastructure and
communication development. It is well-known that public
investment is very often guided by political economy. We,
therefore conceive of a separate decision-making and
implementing authority in the North-Eastem Council.
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Regional Planning for Economic
i ,1 Development of North-Eastem

I India
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I ] Amalesh Banerjee

When the first five year plan was started some of the north
eastern states were not even bom. From 1960 and 1970s the
jstates of Nagaland, Mizoram, Meghalaya, Tripura have become
full-fledged states. Most of the North-Eastern states are late-

Icomers in our development process. Although they were union
t̂erritories for long their requirements were met under central
government programme. From fifth five year plan (1974-75 to

-79) onwards most of the north-eastern states came as fuU-
their own plan requirements. Incidentally,

janisation of Assam, the North-Eastem
in 1972. Thus from the beginning of

find three channels of actions in

central plan, the state plan
Besides, there were several
d other direct action plans,

progress of this area since
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12 Economic Planning and Development of Norlh-Eastem States

development. Democratic decision-making emphasises on the
agS^gateweightage and the dominant opinion based on number.
The small states of our country are continually changing the
political stand due to the alignment for the small ruling parties
of the state with the ruling party in the centre. Economic
development and even allocation of fund is often affected by
larger political force at the centre. As such small states suffer
and their potentiality of development remain untapped.

It is, therefore, necessary for the smaller states to have
larger representation in the Assembly and Parliament so that
they are treated as important in" the number game. By special
provision each smaUer state should have larger number of
representation in the Parliament.

In the entire industrial picture of these states massive
public investment is required for infrastructure and
communication development. It is well-known that public
mvestaent is very often guided by poUHcal economy. We,
therefore conceive of a separate decision-making and
implementmg authority in the North-Eastem Council.

Regional Planning for Economic
Development of North-Eastem

India

Amalesh Banerjee

When the first five year plan was started some of the north
eastern states were not even bom. From 1960 and 1970s the
states of Nagaland, Mizoram, Meghalaya, Tripura have become
full-fledged states. Most of the North-Eastem states are late
comers in our development process. Although they were union
territories for long their requirements were met under central
government programme. From fifth five year plan (1974-75 to
1978-79) onwards most of the north-eastern states came as full-
fledged state to focus their own plan requirements. Incidentally,
coinciding the reorganisation of Assam, the North-Eastem
Council came into being in 1972. Thus from the beginning of
the fifth five year plan we find three channels of actions in
respect of north-eastern states; the central plan, the state plan
and the North-Eastem Council. Besides, there were several
special progranunes of hill tribal and other direct action plans.
It will be worthwhile to examine the progress of this area since
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14 Economic Planning and Development of North-Eastem States

then and to compare the performance with other parts of the
country. But one has to remember that the major thrust of
Indian planning began with the second five year plan and
strategy of development pursued since then continued upto
fifth plan when some modification of that strategy began to be
applied. Irony of our plan experience is that India exercised
biggest democratic plan in the world, but still after fifty years
of her experience, she has largest number of poor and illiterate
in a single country. How the shift in the plan strategy from the
fifth plan has worked and why there is a call for regional
planning at a time when the economic development is supposed
to be best tackled through market forces? These and some
other issues of suitability of regional planing are discussed in
this chapter. In the first part we briefly set the perspective with
the inanciation of some will know plan experience the success
and lapses in aggregate sense and then the nortlveastem states
as a subset in the over all experience of the country.
Fundamentals of regional planning and the outline in the Part
II. The North Eastern Council and Regional Plarming
Commission is discussed in the Part III. Conditions of regional
planning success is examined in the Part IV. Plarming and
political economy is the conclusion in the Part V.

I. The Perspective of Plan Experience

After USSR, India was the first Asian country to embark on five
year plan to make her rapid economic development. In our
mixed economic character the government and the public sector
are the two most important partners. The government,
particularly central government decides on plan programme's
which are mainly implemented through public sector. Over last
five decades we have been following this command character of
planning and industrial development which has been relaxed,
bit by bit, from 1980 and towards final stage of globalisation in
1992. What has the aggregate experience in respect of sectoral
growth, per capita income and welfare and regional
development? The trend growth rate of GDP at factor cost
between 1950-51 to 1995-96 was 4 per cent, industrial growth
rate was 5.6 per cent, services was 4.9 per cent; and in the
entire sectoral growth of more than 6 per cent was witnessed in

1 Regional Planning far Economic Dev. of North-Eastem India 15

•^lectricity, gas, public administration, banking, insurance and
ransport and communication; the lowest growth rate was in
igriculture. Growth of saving and investment were also
atisfactory; gross domestic saving rose from 11.9. per cent of

CDP between 1950-51 to 1967-68 to 24.5 per cent in 1993-94 to
1995-96. Equally, gross capital formation were 14.1 per cent
md 24.0 per cent at these two terminal points of the period,
rhe absolute growth of production in primary, secondary and
tertiary sectors were also remarkable. Total foodgrains
production increased from 50.8 m. tonnes in 1950-51 to 198.2 m
tonnes in 1996-97. The non-food agricultural output growth of
oilseeds, cotton and sugarcane were more remarkable. In recent
years of course, foodgrain output failed to keep pace with the

Ngrowth of population. Similarly growth of industrial production
,has been fairly good; barring the fourth plan and eighth plan
when the general industrial output growth were 4.2 per cent
and 4.1 per cent respectively, growth rate was more than 5 per
cent in every other plan and even 11 per cent during the sixth
plan. This impressive record of absolute growth in aggregate in
important sectors, of course, leave the position of many other
areas and sub-sectors. Real economy reflected many sore points
in socio-economic structure which have become glaring now
and call for radical programme.

In a broad sense the objectives of growth with social justice
and equity have largely been shattered and many areas of those
failure have serious implication for democratic development.
We identify some of those lapses in our plan process in order
to formulate the rational for regional planning strategy.

(a) Economists now point out that entire social sector
'ered a serious set back in the development process,
ichtion, health and other basic needs have made quiet

factory progress. It appears that the legacy of old colorual
ik to the whole process of social management gave rise to
cratic and ^tist structure increasingly imposing upon

and institutional framework, social
de of culture is being viciated
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transforming die
ction for social

effort to



Ecot

Non

rese

Nor

enoi

and

stra1

focu

situ;

reso

gro\

Hov

pole
cone

neci

sust

mag

envi

for

ecor

leve

thef
of tb
reso

that

redi:

on

agric
expe

The

char

grov

pone

of tl
intej
anal

in va

dem

theg
and;
com]

emp

men

gene

prog

14 Economic Planning and Developmml ofNorth-Easlem States

then and to compare the performance with other parts of the
country. But one has to remember that the major thrust of
Indian planning began with the second five year plan and
strategy of development pursued since then continued upto
fifth plan when some modification of that strategy began to be
applied. Irony of our plan experience is that India exercised
biggest democratic plan in the world, but still after fifty years
of her experience, she has largest number of poor and illiterate
Sri How the shift in the plan strategy from tliefifth plan has worked and why there is a call for regional
plaimmg at atme when the economic development is supposed

e best tackled through market forces? These and some

Ms"haDter t Planms "e discussed in
the inanr- K briefly set the perspective with
^dTaTses r P''" experience the success
" a ^bse^ the north-eastern stales
LI r . "txpwience of the country.F^damento of regional planning and the oullfae in the Part

ConLsLn is dis h"
E=f.=;: -Si*- sz
I- The Perspective of Plan Experience

year plan to^mrkihL^rapiff
mixed economic character development. In our
are the two most imnft f ^od the public sector
particularly central TT"' government,
which are mainly implemented thr^^ ^ programme s
five decades we have been follr^ sector. Over las^
planning and industrial devplr.^*^^ command character of
bit by bit, from 1980 and relaxed,
1992. What has the aeereellf globaUsation in
growth, per capita incom ^ respect of sectoral
development? The trend fu and regional
between 1950-51 to 1995-96V a
rate was 5.6 per cent, services^ ^dustrial growth
entire sectoral growth of morp P®'' ®®nh and in the

per cent was witnessed in
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electricity, gas, public administration, banking, insurance and
transport and communication; the lowest growth rate was in
agriculture. Growth of saving and investment were also
satisfactory; gross domestic saving rose from 11.9. per cent of
GDP between 1950-51 to 1967-68 to 24.5 per cent in 1993-94 to
1995-96. EquaUy, gross capital formation were 14.1 per cent
and 24.0 per cent at these two terminal points of the period.
The absolute growth of production in primary, secondary and
tertiary sectors were also remarkable. Total foodgrains
production increased from 50.8 m. tonnes in 1950-51 to 198.2 m
tonnes in 1996-97. The non-food agricultural output growth of
oilseeds, cotton and sugarcane were more remarkable. In recent
years of course, foodgrain output failed to keep pace with the
growth of population. Similarly growth of industrial production
has been fairly good; barring the fourth plan and eighth plan
when the general industrial output growth were 4.2 per cent
and 4.1 per cent respectively, growth rate was more than 5 per
cent in every other plan and even 11 per cent during the sixth
plan. This impressive record of absolute growth in aggregate in
important sectors, of course, leave tl\e position of many other
areas and sub-sectors. Real economy reflected many sore points
in socio-economic structure which have become glaring now
and call for radical programme.

In a broad sense the objectives of growth with social justice
and equity have largely been shattered and many areas of those
failure have serious implication for democratic development.
We identify some of those lapses in our plan process in order
to formulate the rational for regional planning strategy.

(a) Economists now point out that entire social sector
suffered a serious set back in the development process.
Education, health and other basic needs have made quiet
unsatisfactory progress. It appears that the legacy of old colorual
outlook to the whole process of social management gave rise to
bureaucratic and elitist structure increasingly imposing upon
the vast multitude of social and institutional framework, social
castes, gender, occupation and mode of culture is being viciated
by this neglect of urgent social needs.

Rather than attempting a bold effort for transforming the
social fairies by comprehensive planned action for social
development, the elitist administration made every effort to
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16 Economic Planning and Development of North-Eastern States

compromise with the in-built tension. Endless strife is going on
in different parts of the country and more in north-eastern
states, to have a space in the protected Zone of privileges and
to share the benefits of resources or positions. The whole social
structure is in turmoil and the planned process of development
now is incapable of containing those over-heating dissension.
Funds under different five year plans were distributed for
fragmented schemes but countrywide comprehensive and
collusive programme for social needs were lacking even today.
What a kind of planned economic development we have been
pursuing over fifty years which has planned way neglected the
requirements of basic needs like primary education, primary
health care, drinking water and shelter? These basic goods and
felt needs were not the core part of our plan at any stage and
reached only at the peripheral stage when in the fourth five
year plan, basic needs idea drew attention of administrators.
What are the basic goods for survival are only secondary part
of our plans.

(b) A very important part of economic development is the
land reform. Whether we look at it from the entitlement point
of view or ownership of the factors of production point of view,
it comes to something. In the enhre agrarian development and
the rural economy land reform is the fundamental step for rural
transformation. The superstructure of endogenous growth and
industrialisation is largely based on the resource accumulation
from agriculture. Barring a few cases of West Bengal etc., we
could barely make any dent on this important area of
development.

(c) Planning for infrastructure received attention only
currently. Rail, road and electricity extension and other social
and financial infrastructure are the foundation of economic
transformation. Vast area of the country, the entire north
eastern zone, the bindhas, the garwals etc. are well-known zones
largely devoid of communication system.

(d) Geographical isolation, landlessness and social
deprivation are important reasons for persistence of poverty. In
spite of peace meal poverty eradication programme, people
below the poverty Une are still more than one-third of our
population. We have spent about decades in estimating the
index of poverty and rneasuring the actual number of people

1
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>eIow the poverty line, but fact remains that the direct attack
>rogrammes comprising several schemes could not make drastic
hange in the total perspective of poverty in the rural and

^irban area. For example the targeted public distribution that
las been introduced recently to bring rural poor under public
listribution system has not been working satisfactorily.

(e) In the area of agriculture in general, while privately
cutlated green revolution (GR) has brought about some increase
n' foodgrain production in sixties and seventies the overall
igricultural growth throughout the country has remained, as
nentioned above, unsatisfactory; it is barely matching the growth
)f population. Food crisis, barring natural calamities, is not

.nfrequent and that is due to supply constraints. In our
diversified agroclimatic condition no single model of agricultural
.aransformation is enough to capture the complexities of the
problem which is beyond the conventionally defined green
revolution. In the next section of regional planning we have
more to examine in this respect.

(/) In the industrial front many important issues have
cropped up tmder the rigid public sector action. The initial
heavy investment bias under the public sector has benefited in
building the capital structure but the matching wage-goods
supply has not responded sufficiently. The public sector's
investment in major industries led to the growth of some
commanding heights of big projects mainly in limited field.

(The major part of public investments, therefore, went to the
benefit of limited sections of upper strata of population having
skill and quality. The domestic industrial base has developed
but diffusion of industries to the down stream was limited. It
had many implications. Apart from capital intensity, the big
public investment under the public sector had some crowding
out effect in the industrial sector and private investment at a

only slowly at a limited scale. State-owned
some serious effect on output, employment

5reneurship development so that the

ustry bias was not sufficiently
all industry development, the

scale industries and small
industrial sector.
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16 Economic Planning and Development of Norlh-Eastem Slates

compromise with the in-buill tension. Endless strife is going on
m different parts of tlie country and more in north-eastern
states, to have a space in the protected Zone of privileges and
to share the benefits of resources or positions. The whole social
structure is in turmoil and the planned process of development
now IS mcapable of containing those over-heating dissension,
Funds under different five year plans were distributed for
fragmented schemes but countrywide comprehensive and
^l^ive programme for social needs were lacking even today.
What a kmd of planned economic development we have been
pursumg over Wty years which has planned way neglected the

educ'aS prunary

reached only al the penXral , =*^8" f
year nlan stage when in the fourth five
What are'the ba^ir ^ Î t ahention of administrators-

are only secondary part

land reform. Whe^er^we look at
of view or ownership of the factors of h entitlement point
It comes to something. In the enhL
the rural economv land • , ^S^anan development and
transfonnation Ihe ^ndamental step for rural
mdustrialisation is largely based
from agriculture Barrincr a t resource accumulation
could bareirmake anv H T Bengal etc., we
development. " important area of

currently. Rail, received attention only
and financial infrastructure ^^/^"sion and other social
transformation. Vast area of th '°'̂ dation of economic
eastern zone, the bindhas the I ^ the entire north-largely devoid of comp,cpdcalrst,eS
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deprivation are important reasL??' ^^"^^essness and socialspite of peace meal povertv Persistence of poverty. In
below the poverty line are sHU Programme, people
population. We have spent ahrv one-third of our
mdex of poverty and measuring .I ^ estimating the

the actual number of people

Regional Planning for Economic Dev. of North-Eastern India 17

below the poverty line, but fact remains that the direct attack
programmes comprising several schemes could not make drastic
change in the total perspective of poverty in the rural and
urban area. For example the targeted public distribution that
has been introduced recently to bring rural poor under public
distribution system has not been working satisfactorily.

(e) In the area of agriculture in general, while privately
initiated green revolution (GR) has brought about some increase
in foodgrain production in sixties and seventies the overall
agricultural growth throughout the country has remained, as
mentioned above, vmsatisfactory; it is barely matching the growth
of population. Food crisis, barring natural calamities, is not
infrequent and that is due to supply constraints. In our
diversified agroclimatic condition no single model of agricviltural
transformation is enough to capture the complexities of the
problem which Is beyond the conventionally defined green
revolution. In the next section of regional planning we have
more to examine in this respect.

(f) In the industrial front many important issues have
cropped up under the rigid public sector action. The initial
heavy investment bias under the public sector has benefited in
building the capital structure but the matching wage-goods
supply has not responded sufficiently. The public sector's
investment in major industries led to the growth of some
commanding heights of big projects mainly in limited field.
The major part of public investments, therefore, went to the
benefit of limited sections of upper strata of population having
skill and quality. The domestic industrial base has developed
but diffusion of industries to the down stream was limited. It

had many implications. Apart From capital intensity, the big
public investment under the public sector had some crowding
out effect in the industrial sector and private investment at a
wide scale grew only slowly at a limited scale. State-owned
mdustrialisation had some serious effect on output, employment
and efficionc), and entrepreneurship development so that the
cumulative effect was serious.

(g) Since the heavy industry bias was not sufficiently
balanced by the growth of small industry development, tire
consequent second tier and medium scale industries and small
scale industries gap developed in the industrial sector.

1
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18 Economic Planning and Development of North-Eastem States

But serious structural balance did develop, when the heavy
industries supported by imported inputs developed under the
public sector the balance of payment problem cropped up. The
import of consumption and capital goods together created
balance of payment problem and, particularly, the foreign
exchange crisis cropped up again and again during the last
decades which compelled the country to borrow from the IMF
under structural adjustment scheme.

(h) From our limited point of view of regioricil development
the inter-state growth difference become acute. Since different
states were in different stages of development and initial
conditior^s were different, the response of all the states were
unequal. Particularly when the geographical conditions were
vertically different and infrastructural improvements were
seriously lacking the elitist high tech public investment brought
about inter-state and inter-regional difference. Some of our
studies in this volume brought out the various aspects of those
regional imbalances.

We only briefly cited a few issues of our growth experience
under five year plans and chose only two broad issues of
special focus. First, the conventional theories of development
did not work in our case. The sectoral balance and regional
balance failed to come about in our case. Nor did the trickle
down theory and big push theory work satisfactorily. Rather,
the dualism compounded and the theory of convergence
floundered in the process of development. Second, contagious
small states where neither private investment nor public
investment flow sufficiently, the development process languished
and dissension out of desperation did develop. As mentioned
above development gap led to aspiration gap and the people
affected takes turn to the rigid action for further isolation instead
of assimilation, absorption and growth.

How did the theory of unbalanced growth work to bring
about changes in development of the states? Intensive public
investment and consequent concentration of economic power in
those regions had serious back wash effect in the adjoirung
regions and the forces of spread-of-benefits was weaker for
various reasons of bottlenecks and dualism. Differences in
growth rate of major Indian states reveal wide divergence. In
terms ofdifferent development indices such as per capiia income.

Regional Planning for Economic Dev. of North-Eastem bidia 19

,| growth of industrialisation, employment opportunities and social
welfare, Indian slates and regions reveal wide variation. States
of north-eastern region are behind many major states particularly
Western and Southern Zones, in terms of per capita income

^ and, the obverse of it is the percentage of people below the
poverty line. For example, the head count ratios for rural poor

, as per official estimate are 7.2 for Punjab, 16.8 for Kerala but
48.3 per cent for Orrisa and 24.5 per cent for Assam in 1987-88.
The matter does not make difference if there is ranking of
states in terms of opposite index, that is, capability measure
which is a multidimensional index for measurementof capability

, improvement in different countries. Again, in terms of sectoral
shares in NSDP and industrial classification of workforce of

' various stales, it appears that tliere is a lot of difference among
: the major states. For example, in 1990-91 share of services in
• NSDP is 50 per cent in Tamil Nadu, 30 per cent in West Bengal,

33 per cent in Punjab and Haryana, 32 per cent in Orissa.
Similarly share of secondary sector in NSDP is 33 per cent in
Tamil Nadu, 27 per cent in West Bengal, 22 per cent in Punjab
and Haryana, 20 per cent in Orissa and U.P. and the share of
agriculture in NSDP is 17 per cent in Tamil Nadu, 36 per cent
in West Bengal, 44 per cent in both Punjab and Haryana, 49 per
cent in Orissa and 41 per cent in U.P. Hence, even the major
states show wide divergence, and this is not comparable at all
with the hill states of North Eastern Zone where agricuture and
even the secondary sector are limited for sheer infrastructure
and ecological reasons. Fifty years of centralised planning has
thus, not tended the convergence growth of Indian states, and
this is more prominent in different composite zones of the
country—the North Eastern Zone, Jammu and Kashmir,

nachal Pradesh and U.P. Zone, Bihar and Orissa Zone, Andhra
desh and Madhya Pradesh Zone, or more broadly, the
•itpm Zone comprising Gujarat, Maharashtra, Kama'taka,

Tamff Nadu and Delhi, Punjab and Haryana, thek,. 7.. „ T. Tx ^al Pradesh, U.P; Eastern Zone,
Pradesh, Andhra; and thus

opment.
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18 Economic Planning and Development of North-Eastcrn States

But serious structural balancedid develop, when the heavy
industries supported by imported inputs developed under the
publicsector the balance of payment problem cropped up. The
import of consumption and capital goods together created
balance of payment problem and. particularly, the foreign
exchange crisis cropped up again and again during the last
decades which compelled the country to borrow from the IMf
under structural adjustment scheme.

(h) From our limited point of view of regional development
the inter-state growth difference become acute. Since different
states were in different stages of development and initial
conditions were different, the response of all the states were
unequal. Particularly when the geographical conditions were
vertically different and infrastructural improvements were
seriously lacking the elitist high tech public investment brought
about inter-state and inter-regional difference. Some of our
studies mt^ volume brought out the various aspects of those
regional imbalances.

We only briefly cited afew issues of our growth experience
under five year plans and chose only two broad issues of
yecial focus. First, the conventional theories of development
^d not work in our case. The sectoral balance and rerional
balance failed to come about in our case. Nor did the trickle
down theory and big push theory work satisfactorily. Rather,
flonnd'' h"" and the theory of convergence
fiHl K Second, contagious
investmpni^fl ^ private investment nor public
3 suffiaently, the development process languished

As merfoned
! u ^ ®^P aspiration gap and the people

or assimilation, absorption and growth

abou"Zntt ^balanced growth work to brtag
investment and rnnc ^ of fhe states? Intensive public
those reeions had concentration of economic power in
ULTrth'1^ the adjoining
growrii rate of mainr Jt^a- dualism. Differences m
terms of different developmenfS^ reveal wide divergence. InP indices such as per capiiia incoine»
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growth of industrialisation, employment opportunities and social
welfare, Indian states and regions reveal wide variation. States
of north-eastern region are behind many major states particularly
Western and Southern Zones, in terms of per capita income
and. the obverse of it is the percentage of people below the
poverty line. For example, tlie head count ratios for rural poor
as per official estimate are 7.2 for Punjab. 16.8 for Kerala but
48.3 per cent for Orrisa and 24.5 per cent for Assam in 1987-88.
The matter does not make difference if there is ranking of
states in terms of opposite index, that is, capability measure
whicli is a multidimensional index for measurement of capability
improvement in different countries. Again, in terms of sectoral
shares in NSDP and industrial classification of workforce of

various states, it appears that there is a lot of difference among
the major states. For example, in 1990-91 share of services in
NSDP is 50 per cent in Tamil Nadu, 30 per cent in West Bengal,
33 per cent in Punjab and Haryana, 32 per cent in Orissa.
Similarly share of secondary sector in NSDP is 33 per cent in
Tamil Nadu, 27 per cent in West Bengal, 22 per cent in Punjab
and Haryana, 20 per cent in Orissa and U.P. and the share of
agriculture in NSDP is 17 per cent in Tamil Nadu, 36 per cent
in West Bengal, 44 per cent in both Punjab and Haryana, 49 per
cent in Orissa and 41 per cent in U.P. Hence, even the major
states show wide divergence, and this is not comparable at all
with the hill states of North Eastern Zone where agricuture and
even the secondary sector are limited for sheer infrastructure
and ecological reasons. Fifty years of centralised planning has
thus, not tended the convergence growth of Indian states, and
this is more prominent in different composite zones of the
country—the North Eastern Zone, Jammu and Kashmir,
Himachal Pradesh and U.P. Zone, Bihar and Orissa Zone, Andhra
Pradesh and Madhya Pradesh Zone, or more broadly, the
Western Zone comprising Gujarat, Maharashtra, Kamataka,
Kerala and Tamil Nadu and Delhi, Punjab and Haryana, the
Northern Zone J & K, Himachal Pradesh, U.P.; Eastern Zone,
comprising Bihar, Orissa, Madhya Pradesh. Andhra; and thus
the North-Eastem Zone. This is because :

(a) difference in initial conditions of development,
(b) devolution of fund.
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22 Economic Planning and Development of North-Eastern Stales

naturally favoured Zone, having enough natural resources and
the naturally disadvantaged Zones which do not have enough
natural resources for rapid economic development.
(b) Ethnic Croups and Slates

historicallv states, mentioned earlier were
or Even after their formarion
they took time hi ^ of the states of the country

to be resolved finaUv r process and perhaps, yet
ethnic group or effort of every diverse
declared as state is sub-divisions or districts to be
feeling of sep^ ^^^P^^ate expression of that od
and economically. poUticaUy
changing in the process nf f Parameters are continuaUy
social and economic h-a ( °f the wider dynamics o
aseparate state does 00^0°™^^° '̂ ^ P°lftical goal of having
or the clan to be maintainp?'̂ "^ P""^
that the special cultural tra't P®T^®tually; nor does that mea
of -Pidly chang^I^ifiV^.^ in the whirlpool
histoncally proved in the c 1 has been excellently

application in production an^l technology and thed
human society and th^ "^^l^ng rapid change

from others in the'past on separated themselvc
m many cases, come ^
Besides, except the poUtica/st '̂ ^^loation or integratioi^class mthe sodaUy such a ^handful few advanced
difference in the econo^^c L

We, therefore, vST^at mf^ ^Sion. ,^ate are separate and one c^n
^ere is a strong econo^c ' ^ ^^"^Pensate the other-
which call for mtegratedTtLn ^ty investment
process. In the presenT conf/ ^ developm^j
comparative position of the staf economy and
development experience as LitI' after fifty years of planned^an important strategy to add^th

ress the regional backwardness
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and exploration of diverse natural resources for national advance.
The fact is that factors which encourage separate state demand
are mutually exclusive. One mono culture small state have to
compare on another neighbouring equally mono culture state, if
not for anything else, at least for natural factors of production
and protection of resources which originate mostly in
geographical condition. Besides, the states are not the cultural
units alone; the financial position of a state is the fundamental
strength. The present smaller states in the North-Eastem Zone,
unlike some other small states like Kerala, Goa and Himachal
Pradesh, entirely dependent on central government. Different
aspects of this dependence be examined in some of the papers
in the volume.

The present state of dualism in our economy in general
and the north-eastern states in particular, is due to, as we stated
above, in part the historical antecedent of these states and
partly due to the planning process of our economy. The
centralised planning process with public sector has widened the
regional disparities.. The big investment through the public
sector and public undertakings were mainly concentrated in a
few places or states which left out the smaller states particularly
beyond the push process of development of planning.
Chakraborty (1989) has rightly stated, "India's development
pattern has exacerbated the dualism that was there at tlie start
of the development process itself. This can prove fairly corrosive
if it is left unchecked. However, it is not plarming as such that
has done it, rather it is the product of lack of appropriate
planning." However, one planning strategy did not change as

'yet and the approach paper to the ninth five year plan (1947-
2002) points out that "The issue of regional balance operates at
both the inter-state and the intra-state level and that is more
flexible than tlie political and administrative boundaries of each
individual state. Growth anddevelopment are intimately related
to the level of economic integration of the various parts of the
country and the linkages that are formed between the backward
and the more developed regions. In view of this it is necessary
to move away from the concept of competitive policy formulation
to a framework of comparative federalism, wherein neighbouring
states adopt a common set of strategies for development of
their backward areas in a co-ordinated manner." It is at this
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28 Economic Planning and Development of North-Easlern States

staterstr'r''''l^ ^ Tripura and other
these states. Besil" LtTa^^^^ extensively practised in all
forest nrnrlT.rtc o t f variehes of cottage industries of
fruit processine"a cane and agro-processing,are importa'nt Sources of

the North Eastem"^ '̂ ^^^S'̂ a^ed picture of resource base ofHowt:^ tTjrr planning.
sufficient for development 7Z^eTZtitl£.
Financial Resources

on central govemnl^p heavily dependant
states, exaL^iereSn^T""''- resources of tha
:iT- p--"Ca,:™:i,!*!!volume, are very poor^ri"' P^P^^^ "centre. Plan aUocations of th debt trap to the
Table 2.1, are just onlv tn states, as presented in th®
the development expendih^^ '̂̂ '̂ 'unning expenditures and
Principk of devoluaL of cenlrT '"P""®' T
Standard rules fonnulatPrt r ! resources, as based on the
"^ely to make any more d^ff ^ Commissions, are
that aU these states receLd T''
^ices; in the eighth oZ T amount on social
^®nt to the sociaTseS;^;^^.°"^-third of the plan allocation
flood control and forestrv wv f ^o^Prismg irrigation,
° "°,th-eastem states le ^ ™instay of the economySeveral researches on the '0^ allocation-
the governments in these 31^"^ Create that
social service acHvlHes as thi, ™ importance to the
deprived population and als immediate reUef to the
government. However, we con"!!™' '"PP"" *<=
Stalegy consistent with the tonT !' " development
of the region. Plan 31100511^° '̂' ^ ®'=°ovce endowment
objection mview and the sequenK?!" redirected with thatsectors of the region has ,0^^. '''=™'°P"ent of the different

mtegrated step by step.
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30 Economic Planning and Deoelopment of North-Eastern States
Outline of Planning Strategy

ta°fsept™ ecf' geographically, placed
boundaries and fte ZboundaTsTndrC^^
the entire Zone aseoaLfrJ together have created
unit which has becom.^ structure of administrative
detached from the m ^^separata ragpa™^"/ country This i.ificial
development. wrong planning and strategy of

north-eastern economv^k^n, above, the mainstay of the
and the environment Thp r bounties, the agriculture
vast public commoditv ak the environment is the
North-Eastem Zone. We ha" '̂̂ tly endowed by nature in the
75 per cent land is unculH,,,^ ^ entire area about
of the regional development nl

» ''gsioultural'd:iT„!Ll™"'̂ --' ,='5'from framing an agriSraj^i"" ^ north-east should start
orestry, food production irr' °Prnent strategy comprising

fbis composite activities of th ancUlary activities, br
revoluHon is not appHcable the strategy of green
sbate^ ,s aji alternative scenario

fbe food prodiirH^r, ___ 'The food prod ^^enario.
is demonstrated^!^ 111^:^1^2 of this region

the entire region over last n ' foodgrain production
marked wav 4^1^. _ . one decade ic ^....>1"

new

êntire region over Ia.:t ^ foodgrain production-^hed way, the output c^T ^-^as^ing in any
the fk '̂ improves ^'th the applicationother components of agricultT^^ Productivity. However,
^esta, oU seeds, potatoes nJ Uke fruits, pulses,

chillies can be

withS^ P'̂ oduction and the t constitutewift arger production of cash °"^ot can be increased
rutts, cardamom etc i^t^ugar canTcotton

he exploited.
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Water management : Assam is the worst suffering state in
flood every year. Destruction of mighty Brahmaputra could
not be diminished even though the Brahmaputra Commission
was formed long ago and Brahmaputra Flood Control Board
was set up in 1982. Intensity of flood destruction increases year
after year. Construction of dam and inter-state and intemational
cooperation with Bangladesh, Bhutan and Nepal for water
management of the north-eastern region is now perhaps the
first of all task. Flood relief and flood damage of a decade
would be higher than the cost of construction of dams. The
irrigation projects' positive aspect of contribution for cultivation
is important. About 16 districts of Assam are flood prone of
which Dhemaji, Lakhimpur, Darrang, Dibrugarh, Kamrup,
Goalpara, Silchar are worst affected areas. With the beginning
of moonson in June upto September the flood ravages take
place with varying intensity depending upon moonson.
Destruction of crops, habitats, land erosion, landslides, flora
and fauna and millions of poor peasants in the states is a
serious concern for the nation. Almost all important towns of
Tripura and paddy fields are equally affected by flood. As the
river bed is continually swelling intensity of flood is increasing
every year.

Poverty, disease, destitution, homelessness and environ
mental degradation are some of the after effects of this natural
calamity of flood. We discussed social sector position of the
north-eastem states in another paper in the volume. A simple
conclusion is that poverty intensity only increases year after
year as income source is being destroyed in successive year
before what could be done as a replerushment by the poverty
eradication programme in a year.

The hydro power generation in the north-eastern region is
largely untapped. Power, irrigation and modem inputs combine
provide the most powerful package for agricultural development
in the region. The inter linkage of development, as shown
above, in the first stage comprises food production in the plain
and the non-food commercial crops in the hill and plain areas
together with small scale industries. This is the low level
development strategy where low level equilibrium persists. At
this stage the extensive opportunities of output and employment
will increase with the development of infrastnicture and market

•' i--"
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32 Economic Planning and Development of North-Eastem Stales

linkage. Infrastructure technology bears the vicious circle and
leads to the second stage of development with the exploration
of mineral and growth of medium and big industries. The
technological defusion will then take place from the medium
and big industry to the small industries. The income and
employment generation at these two stages complete the
development strategy of the region. We thus have two levels of
development; one is the low level of development where poverty
condition persists with stagnating agriculture, environment and
small industries, and the other is the higher level of dynamics
with defusion of technology and development of industries.

Agriculture
forestry

plantation

Industry

Mining

i\

Small Scale Ind. agro indus
tries: modem, traditional like
sericulture, handloom etc.
as stated in the chart.

Infrastructure

and Technological
adoption

North-eastern states, therefore, require a massive investment
programme warranted by vast resource endowment. Exploita
tion of water resources through construction of appropriate dams
and generation of power is one part of that big push strategy.
Similarly, land reform, rehabilitation of people and arresting the
environment degradation by protecting the forest resources is
another dimension of the strategy. In fact, plarmed habitation,
plantation and protection of forestry is itself an exclusive
programme. Land reform and rehabilitation of the tribals and
shifting cultivators is an important programme. The sparsely
distributed scanty population in the isolated hill terrain is itself
an obstacle to development in this area. The organised settled

.rehabilitation supported by subsidiary non-farm occupation in
small industries and infrastructure is ^e foundation of new and
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Imodem development. It is asituation of settled village, settled
jin land and occupation with interlinked market that forms the
nucleus of clustered life and development. The first tier of our
development strategy consists of this programme. The
infrastructure development, extension of market, mineral and
industrial development is the logical second higher stage of
transformation of the low level economy which is the primary
level. This low level equilibrium is a development trap which
is sustained by income generating activities of farm, forestry
and plantation crops like tea, cardamom, citrus, apples and
other cash crops. Soil conservation, afforestation and protection

•^of environment and agro-based industries like perfumery,
floriculture, horticulture and medicinals are the composit mutual

' supporting activities for sustaining bio-diversity and
; development.

When transportation and infrastructure develop, the
secondary sector development of industries and the tertiary
sector development of tourism take place. We, therefore, take
the infrastructure and technological adoption as the kingpin of
development dynamics in tire hill economy. As stated, this
process breaks the vicious circle of low level development,
establishes inter-sectoral, inter-sectoral and inter-state linkage in
the separated hilly regions states and groups of people. In a
Isense, it opens the society, the economy and the administration
for efficiency, greater capability and greater absorption capacity

|erriding ^e narrow bounds of class, clan and culture.
\

^North-Eastern Planning Commission and North-Eastem
!!ouncil

sly requires a Regional
art from the national

e central government
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linage. Infrastructure technology bears the vicious circle and
leads to the second stage of development with the exploration
of mineral and growth of medium and big industries. The
tec^ological defusion wUl then take place from the medium
and big mdustry to the small industries. The income and

Tver"! f ^hese two stages complete the
SZr We thus have two levels of
Sta „? °T " development where poverty
smaU mdustr agriculture, environment aod
w™ deS 'h'= higher level of dynamicsWith defusron o( technology and development of mdustnes.

Agriculture
forestry

plantation

Industry

Infrastructureand Technological
adoption

Small Scale Ind. agro indus
tries: modern, traditional h
sericulture, handloom etc.
as stated in the chart.

programme warrant^ «1"ire amassive mvestme"'ton of water resources ttooreh endowment. E.plf"^;
generation of powtepproprtaleSiirularly, land refoL rehabiTr "S P"*

-vrronment degradahcn t P-^eple and arresting th
of the shafp ^o^est resourcesPantation and protection ^ planned habitation;

Land reform and exclusi^shiftag cultivators is an hnn '̂ ^^Lilitation of the tribals
obsft P^P^latioriJ. r P'°Sramme. The sparsely

rThat W hill terrain is itf^
Std by The organised settlo^smaU mdustnes and mfrasU^!^t''Z occupatinft iP

the foundation of neW aO
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modem development. It is a situation of settled village, settled
in land and occupation with interlinked market that forms the
nucleus of clustered life and development. The first tier of our
development strategy consists of this programme. The
infrastructure development, extension of market, mineral and
industrial development is the logical second higher stage of
transformation of the low level economy which is the primary
level. This low level equilibrium is a development trap which
is sustained by income generating activities of farm, forestry
and plantation crops like tea, cardamom, citrus, apples and
other cash crops. Soil conservation, afforestation and protection
of environment and agro-based industries like perfumery,
floriculture, horticulture and medicinals are the composit mutual
supporting activities for sustaining bio-diversity and
development.

When transportation and infrastructure develop, the
secondary sector development of industries and the tertiary
sector development of tourism take place. We, therefore, take
the infrastructure and technological adoption as the kingpin of
development dynamics in the hill economy. As stated, this
process breaks the vicious circle of low level development,
establishes inter-sectoral, inter-sectoral and inter-state linkage in
the separated hilly regions states and groups of people. In a
sense, it opens the society, the economy and the administration
for efficiency, greater capability and greater absorption capacity
overriding the narrow bounds of class, clan and culture.

IV. North-Eastem Flanning Commission and North-Eastem
Council

(a) N-E Planning Commission

The regional planning obviously requires a Regional
Planning Commission (RFC), quite apart from the national
planning conunission connected with the central government
and the State Planning Board as a part of the state government.
The RFC will be regional planning forum comprising the
homogeneous group ofstates of the special region. This decision-
making body will discuss in threadbare the regional economic
problems and formulate the stmcture of implementation. While
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one Central Planning Commission at Delhi makes decision on
macro aspect at national level, the regional planning commission,
for example one for north-eastem states, will decide issues of
contiguous states and allocates fund accordingly.

N-E Regional Planning Commission will consist o
representatives of Central, State, NGO and several district
councils that have come up in different states in the regiot*-
The different development councils will submit specia'
development blue-prints for all-round development of th£
CouncU areas. The RPC will allocate funds for such inter-stateaAicvaie lUilUb IVI suuii -

special schemes. This will give the authority of the autonomoi^
councils their due importance as a development agency and
examine their nianc -.I. .. 1examine their plans for integration with the state and region'
planning.

The decentralized decision and devolution of fund isOIIU uevuiuiiuil U1 —

important democratic process now being practised in some states-
owit West Bengal. Given the traditional panchayat system
me tribal society, a RPC for North-Eastem CouncU will be ^- —a lor iNortn-tastem CouncU wiu ,

fitog apex body. The RPC with representatives of differ® '̂
administrative and development units wiU be able to formula'̂
pl^tog agenda for the government and private bodies ^n

PrevXTr " " council !r NGOs. Th®
^ ^ common deliberationproerarnmo v.uuuaon aeiipertii''."-

asS^ th This wUl institutionally

In our vact interest and development.
economic condition prc™il''wMA''''
been inter^ified in H-ff ^"leh, as mentioned above, «
these ^^Pect. In a closer perspect^^

_ "™^®scanbeadiusted. rapit^^"lese aitterencp<; ran, u.. j- ui a Closer pei^-r- -xai
of the country someHm ^ l^^otates from distance ca?
communicatinn ®8^^® "^Ise to dissension due to g^Pcommunication and imH x dissension due to g^r •^gparticularly ,n,e bec^" In the north-eastuse the diverse cultural sub-clans no
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have awaken for establishing their identity, sometime even at
the cost of others. The North-Eastem Planning Commission
will go a long way in evolving such a much-needed cohesion.
Language, culture, settlement and land, forest ownership and
protection of environment are some commons which have to be
promoted and preserved. Apart from pure economic points
which will obviously be the first priority, the RPC wUI, therefore,
play a leading role in cultural assimUation and advance. For
example, we talked of above, the issue of settlement and land
reform. The RPC can hammer out a common plan for settlement
of the hundreds of unsettled population of hill tribes mainly
engaged in shifting cultivation or nomadic life.

We thus find that the RPC is a new innovation in the

regional development strategy where diverse issues, other tlian
pure economic, prevail. For historical reason these issues are
hard and have to be heeded and hammered out along with the
economic issues. The RPC is, therefore, partly different from
the Central Planning Commission, although it is an extension of
the Planning Commission of the central government. Given the
complexities of the situation of the region, the greater is the
opportunity of interaction in decision and action plan, the easier
will be the process of assimilation and integration.

Our Plan for a Regional Planning Commission is more
important now than ever. As we are going for market economy
private investment will indiscriminately create problem for
common interest and common goods like forest and environment.
The RPC will, in that case, be an excellent forum for indicative
planning with power to harmonize the private plan, state plan,
ethnic interest and group interest.

Our plan for RPC is not for supplanting the NEC, rather,
it will be complimentary one for strengthening, the
implementation of the techno economic programmes. Again
the RPC is more than NEC in the sense that the former wUl
have a greater freedom for harmonization of economic and
non-economic issues as well. Nor is it an addition to the

regional cultural forum which has no economic function and
which is purely an entertainment unit with little defusion effect.
The RFC combines the economic, social and ethnic issues and
work under the Planning Commission of India, although with
additional regional functional overtone.
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(b) North-Eastern Council

The NEC has come into being on 7th November, 1972/
along with reorganisation of Assam, following a Presidential
Order on 1st August, while inaugurating the Council it was
hoped Uiat it wUl be instrumental in initiating major programme
for regional development and to be recognised as Regional

amung Authority. It was hoped that the NEC will work as a
catalyse agent of development in the region. .^

However, the aUotment of the NEC was meagre at the

rSie?: P'-- Thfamcunt has'increa^^^
Ic^aT pf plans, (Table 2.2).actual expenditure was Rs. 4.87 crores in 1974-75,

balan«d anTprogrammes ^of
development fpo. • - development. The main thrus
However tt^e^ •"dustries-mineral based pntti^ular 7
remained slow. Hie'coiSS^r''"'' ^
feasibility studies How techno-eco ^
takepJeonlyraf":r:\^^""^^ "P
of limestone, coal nptro. k . cement. The develop ^
headway. Similarlv in ' 7^1 to make any satisfa .
progress could be reform no ^ d
°dnor irrigation anH cultivation suffer from 1^ ,^o

^ssue. The CouncU "^^de on land ref^^^
^ts of small scale indiKsh-- Progress in setting "P. ^ted
that number of smaU farm k of studies
states. It requi^Ta t in the north-ea^>
the agreed participation ofTh ^d programn^® jis-
We, therefore, proposed the^^ governments and
Commission for formulation of the Regionalas an implementing agencv" Plan and NEC to ret^

It appears that the Dh k d
Dube Committee recommend 7' *^°™lssions (1961) ^nd
development are yet t^^" ^nd objectives for_ ' ,and me Article 24^ and ^ven pattially. ArtrC^
provided enough provisi^s the Constrt^^;

r the development of tha

th^
ib^l
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people according to their own genius,
persists because :

(i)

But still dissension

the progress of work supposed to be done under the
council was slow,

(ii) communication, the major hurdle, did not develop,
(Hi) land settlement,
(iv) encroachment to tribal land,
(v) flow of external people, and

(vi) employment and income problem with the growth of
population and decline and denudation of forest land.

. But most fundamental is the development of power of the
people of the area in a concerted way which was envisaged
under the NEC but did not come about. Some of our papers
in this volume discussed the performance of the NEC and land
settlement but have come to the same conclusion.

We, therefore, proposed that NEC be only the executive
body and the North Eastern Regional Planning Commission as
an extension of the Central Planning Commission of the country,
be formed.

As we stated above the fund allotted for the council was

ako very insufficient against the task of rapid transformation of
a late comer backward Zone. Central government should allot
more fund under the NEC for implementation of schemes for
water management, industrial development and transport and
communication. Resources of the region have to be harnessed
for the country and not for the region alone. Hence allocation
of fund need specially be considered not on the basis of
population but on the basis of potentialities of the region.

V. Constraints to Development: Political Economy

We discussed the potentialities of the North-Eastem Zone and
the possibilities of development under North Eastern Regional
Planning Commission. However, there are some constraints
which are partly physical, partly cultural and partly political.

We discussed the structural constraints which have been
long over due. Development of agriculture infrastructure,
industries, flood control and forestry are neglected areas. The
development gap and expectation gap, mentioned earlier.
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