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Mr. Chancellor, Mr. Vice-Chancellor, distinguished faculty, graduating students, ladies and gentlemen,


I am thankful to the Chancellor and the Vice-Chancellor for inviting me to deliver this year’s Convocation address of the Arunachal University. Managing a University is not easy these days. On the one hand, there is financial stress and on the other, there is a growing demand for quality higher education. In this age of knowledge explosion, new disciplines are emerging. I congratulate the Vice-Chancellor and his colleagues on their efforts to provide high quality collegiate and university education in this part of the country. 


Let me at the outset congratulate all of you who are graduating today.  This is truly a moment of great joy and satisfaction in your life.  One stage in your life is coming to an end and another is about to begin.  You are moving out of the sheltered confines of a College and entering the real world with all its ups and downs.  The process of transition will pose some problems, but I am sure that with the value system and training that you have acquired at this University, you will be able to face the world with confidence.  You are entering an age of entrepreneurship and enterprise. May you have the wisdom to seize the opportunities and move forward. I wish you the very best in the years to come.

Evolution of the Concept of Development


Perhaps it may be appropriate to say a few words on this occasion on the current debate and discussion on the goals of economic development.  One can see five stages in the evolution of thought on economic growth.  The sequences are not strictly chronological.  In the first stage, the major concern was simply to accelerate economic growth.  Growth was identified with the increase in the availability of material goods and services.  Better life was identified with enhanced production of goods and services.  The need for accelerating growth in this sense was felt even more strongly in developing economies which started out with very low living standards.  Eradication of poverty was to be achieved through faster economic growth.  In the second stage, a distinction was made between growth and development.  A greater concern with the distribution of income emerged.  Development was seen as going beyond economic growth and bringing about changes in the structure of the economy.  Equitable distribution of the benefits of economic growth became an independent goal.  In the third stage, the concept of equity was translated into the provision to every one of what came to be described as ‘basic needs’ which included the basic requirements of life such as education, safe water and health services.  In essence, this approach stressed the need to provide to all human beings the opportunities for a ‘richer and more varied life’ as one of our plan documents put it.  The next stage in the evolution of economic thinking was the emergence of the concept of ‘sustainable development’ which acquired importance in the context of the environmental degradation that was occurring in the process of economic growth.  Sustainable development focuses attention not only on development of the present but also the future.  In the current stage of discussions, the concept of basic needs has been widened and the objective of growth is set as “human development” which means an improvement in the quality of life of the people.  Enhancement of human development should lead on the one hand to the creation of human capabilities through improved health, knowledge and skills and on the other the opportunities for the people to make use of these capabilities. In a broader sense, human development implies human rights and participation and freedom of choice.  Under this approach, economic growth becomes one aspect of human development.  


An aspect of equity in the development process is balanced regional development. It is found that even in developed countries regional disparities exist. The issue of balanced regional development acquires greater urgency in a vast country like ours with different regions at different stages of development. It is, therefore, imperative that the development process is “inclusive” so that all regions benefit from the growth process. The under developed regions such as the North East in our country need special support to overcome the historical handicaps and become an active participant as well as beneficiary of the development process.

Link between Economic Growth and Social Development


To go back to the issue of the link between Economic Growth and Social Development, at a fundamental level there is no conflict between economic growth and social development. Economic growth implies improvement in the material well being of people which necessarily includes better health, education and sanitation.  

While it is true that nutrition, health and education can and should be treated as ends in themselves, there is no assurance that improved health and education will automatically result in higher economic growth.  They only create conditions under which growth in the sense of rise in national income can be accelerated. However, enhanced human development expenditures cannot be sustained over a long period unless supported by accelerated economic growth.  There are examples of regions and countries where substantial improvement in human development indicators have not necessarily resulted in higher economic growth. In India, the North Eastern region is one such example. When there is a dichotomy between human development indicators and economic growth, it can be a source of social tensions.  For example, as education spreads, the economy must have the ability to absorb the growing number of educated.  We need, therefore, to stress simultaneously economic development in the conventional sense of accelerating growth rate and social development in the sense of securing for everyone the basic needs.  The two have a mutually interacting beneficial impact and the two must be pursued together.

Development has many dimensions.  Economic growth is only one aspect.  Nevertheless, accelerated economic growth is a necessary condition for achieving many other dimensions of development. The country must walk on the two legs of economic development and social development.  Any strategy of development which ignores any one of the two legs will be unsustainable. 

Development of the North East


Let me now turn to the North Eastern region of which Arunachal Pradesh is a leading state. This region is one of the most beautiful parts of this country. It is picturesque with its hills, valleys, and rivers and not to speak of people with colourful dresses. However, the economic growth of the area has remained well below its potential. The challenge is how to covert the potential into actual. The strengths of this region are well known. There are at least five striking areas of strength. These are –

· Relatively high literacy rates and human development levels as compared to the rest of the country. The literacy rate particularly female literacy rate has generally been higher than the national average. The Human Development Index of several states in this region has also been higher than national average.

· High skill levels in certain areas of economic activities such as weaving.

·  Abundant resource endowment including latent potential of hydro power, crude oil and minerals.

· Potential for the development of agro based industries as well as tourism industry.

· Scope for regional cooperation.

Perhaps the biggest drawback is the lack of connectivity. Even though road development has been given a major thrust, still the infrastructure links are not sufficiently strong. Road, rail and air connectivity is a key to the opening up of this area and for a more rapid development of agriculture and industry. Better transport connectivity leads not only to quicker movement of goods and services but also reduction in unit cost of production. Given the high skills of the people, the service sector is also a window of opportunity. Lack of adequate flow of investment is the underlying cause of slow development. Strengthening  the transportation infrastructure is a pre-requisite for larger inflow of investment. While infrastructure development will require public investment, accelerated growth of agriculture and industry will need private investment. While lumpy investments will be required to tap hydroelectric power or mineral resources, smaller investments will be adequate to promote agro based industries using local resources. North East can surely become a gateway to the trade with East. ‘The Turn East Policy’ cannot become a reality without the North East becoming an integral part of this process.


I had recently occasion to study the finances of the North Eastern states as part of the work of the Finance Commission. Without underestimating the resource requirements of the north east, I must say that successive Finance Commissions as well as the Planning  Commission have paid special attention to the needs of the states in the North East. For example, in 2000-01, the per capita central transfers to Arunachal Pradesh was Rs.8038 as compared to the all India average of Rs.863. The Twelfth Finance Commission has recommended post devolution non plan revenue deficit grant of Rs.56,856 crore to states. Of this 87 per cent goes to special category states. The states in the North Eastern region get 90% of the central assistance in the form of grants. Despite this, the fiscal deficits have remained high. The average for the special category states has been around 7 per cent of the State Domestic Product. The outstanding debt has shown a sharp rise in the last 10 years. Relative to GSDP, it has touched a level of 47.17 per cent. The corresponding figure for the general category states is 36 per cent. In several states of this region, the central revenue transfers, as a percentage of state’s aggregate revenue receipts has remained high. For example, in Arunachal Pradesh, this ratio has been in the range of 88 per cent to 92 per cent since 1996-97. However, I should add, that there has been an effort to raise their own resources on the part of several states. Arunachal Pradesh itself started levying the sales tax since June 2000. Under the recent award of the Twelfth Finance Commission, besides revenue deficit grants, special grants have been given for the maintenance of forests, roads and bridges and buildings. For the period 2005-10, Arunachal Pradesh, for example, gets Rs.100 crore for maintenance of forests. For maintaining roads, bridges and public buildings, it gets another Rs.100 crore. Arunachal Pradesh obtained under the Eleventh Finance Commission dispensation a total transfer of Rs.2320 crore over the five year period 2000-05. The Twelfth Finance Commission has recommended a transfer of Rs.3525 crore over the next five years. This constitutes a 52% increase. The Twelfth Finance Commission has also introduced a scheme of debt relief and debt write off which should also benefit states like Arunachal Pradesh. Let me hasten to add that I am not giving these figures to show that everything that requires to be done has been done. I am only citing these figures to show that policy makers do keep in mind the special needs of the North East. Obviously, much more remains to be done. Several committees have gone into what needs to be done in order to improve the infrastructure and to promote agriculture and industry. A time bound action plan needs to be formulated.


Balanced regional development, as I said earlier, demands special support for regions which have remained backward. Strengthening the transport infrastructure of this region must become the joint responsibility of the states in this region and the Centre. The abundant natural resources can make the North East an attractive investment destination, if the appropriate investment climate is created. There is no shortage of opportunities but with vision and imagination these opportunities can be translated into reality. You who are graduating today have a major responsibility to shoulder. Future is neither given nor ordained. You have the skills. If you have the will, you can make it happen.
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