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A New Paradigm of Rural Development 

P. V. Indiresan 

Introduction 

There is, currently, in India, a concern that the Gross National Product is not all that much good as indicator 

of a nation’s prosperity. [Sanjeev: No one in his right mind considers this in isolation of PPP per capita calcula-

tions.] There are several reasons for that pessimism. For one, every economy has not only what are accepted 

truly as “goods” but also many that can be described only as “bads” – crime, smoking, and such undesira-

bles. [Sanjeev: This is both a moral judgement which can never enter public policy, and a denouncemnet of 

human nature as animals. This kind of thinking can't get us anywhere far.] 

To counter those “bads”, we have necessarily many “anti-bads” – the police, cancer hospitals and the like. 

Hence, the true measure of a nation’s prosperity is one that measures “goods” minus “bads” and not the GNP 

which is “goods” plus “bads” plus “anti-bads”. [Sanjeev: There can be NO scope to think in such a subjec-

tive manner as far as objective public policy is concerned. A HUMAN society works with both pros and 

cons. The income of doctors and nurses, too, must form part of the GNP.] 

Unfortunately, we have no true measure, at any rate an acceptable measure, for a nation’s prosperity on that 

basis. [Sanjeev: "Acceptable" to whom? We need factual measures of the economy and GNP is defintely one 

of the most refined measures in this regard.] 

Second, our GNP has been increasing 7-9 per cent a year. At that rate, our per capita income should double 

in about ten years. Does that mean that our countrymen, particularly the rural folk, will in another ten years 

become twice as prosperous, or have they already become half as poor as they were ten years earlier? 

[Sanjeev: This is a very low rate of growth for a poor country like India. And doubling of per capita from a 

low base WILL reduce absolute poverty, but won't mean that Nirvana has been achieved.] 

Will the quality of houses they live in, the quality of education their children will have, or the quality of 

healthcare and leisure their families will enjoy become twice as good in another ten years? Will our cities 

have their slums halved; will their traffic be twice better? Can we really make our villages twice as good as 

they are; or half as bad as they are, in a dozen years? We know that such good moves will not happen. That 

is why the GNP or per capita income is inadequate. 

The UNDP has in its Human Development Index (HDI) a more comprehensive indicator than either the GNP 

or per capita income is. HDI has three components: Per capita GNP, life expectation at age one, plus a 

combination of literacy rate and school enrolment. In other words, it combines economic development with 

social development. It so happens that our HDI has remained at 134 out of 186 countries – in spite of rapid 

increase in per capita income. That is possible only when India’s social development – education and 

healthcare – has relatively dwindled. [Sanjeev: This is poor thinking. First, HDI is a very bad tool, to be 

strictly avoided. Second, it contains social indicators which change very slowly. Plus many HAVE improved 

with liberalisation, e.g. lower fertility, higher life expectancy. Third, HDI is relative to other countries, most 

of which are improving much faster than India, so India will always be at the bottom of all relative rankings.] 

Hence, India will become truly prosperous only when it invests more in education and in healthcare. [San-

jeev: This is incorrect. We can’t change the definition of prosperity. Other aspects are inputs, and we can’t 

mix process with outcome.] In other words, our objective should be not merely increasing GNP but also 

increase in life expectancy and in education rates. 

In this connection, we have heard of town plans, which, unfortunately, hardly ever exist in our towns and 

cities. [Sanjeev: That’s because of our system design, which operates on colonial bureaucracy like the IAS.] 

Do we have village plans, plans that will make our villages distinctly better than what they are today? 



Apparently, we are so concerned about growth that we have little time or money to invest on those real 

issues of development. We invest so much on individual villages, or individual families or even individuals 

that there is little to spare for villages as a whole. We are looking at the trees only forgetting the forest. 

Hence, our objective should be better habitats that offer acceptable housing, education, healthcare and the 

like. At the least, our HDI should rise to the level of Kerala if not higher; that is, we should at least build 

better schools and hospitals. 

Quality of Life  

Purchasing power is so much higher in villages for some goods such as shelter or water and so much less in 

others such as education or healthcare. In any case, we have already noted that income is not a good meas-

ure. Hence, we should measure ideal conditions not in wages but with what those wages can buy.[Sanjeev: 

PPP concepts are embedded extensively in the literature. Nothing new here.] 

Then, our ideal habitation should have nice houses for every family including the poorest, each equipped 

with its own water supply, sanitation, electricity and telecommunications. The children should have access to 

schools about which even the finicky urban middle-class will have no complaints. It should have healthcare 

that reduces maternal and infant mortality to the levels of developed countries. It should have a good market 

where a householder can get anything she needs normally. She should have places for children to play, have 

access to facilities that will provide amusement to her entire family. 

Can our cities offer these very basic amenities? We know they do not and that they cannot. [Sanjeev: I 

disagree VERY STRONGLY with the word “cannot”. That displays paucity of understanding of good 

governance systems.] What we fail to appreciate is that the condition of our cities has deteriorated and there 

is little scope they will improve. [ibid] At the time of Independence, a lower middle class family living in a 

city like Bangalore could command a small independent house. Now, even the very rich are confined in 

high-rise apartments. [Sanjeev: What’s wrong with that!? This word “confine” seems to suggest they are in 

prison. What about Manhattan? Is that a prison? Hong Kong? Singapore? ] In those days, most people 

walked to their place of work; nowadays most people commute for an hour or even more. Those were the 

days when even well to do families sent their children to state-run schools or went to government hospitals 

when they fell ill. Nowadays, even quite poor families like to get their children educated in “public” schools 

and go to private hospitals.  

Mindless Urbanisation 

It appears that as matters stand there will be more and more rural-urban migration. That means more slums, 

[Sanjeev: it does NOT! That’s just a sign of the author’s very poor thinking.] more money spent on expen-

sive public transport like metros but no real improvement in the quality of life. [Sanjeev: So people in 

Singapore live a poor quality of life just because they live in a city?] Our cities are getting bigger and 

bigger; some of our town planning experts are talking of raising the population of our metros to 50 million. 

Unfortunately, that will not make them better places to live; we need a better model than growing larger and 

larger cities. [Sanjeev: they will NEVER become good places to live in till we bring professionalization and 

empower strong local governments to manage them] 

The fact is that Bangalore, Pune and Lucknow offered better quality of life when their population was barely 

a few lakhs. In the developed countries of the West, except for very few ancient cities like London or New 

York, there are no large cities. Frankfurt which is a far bigger banking capital than is Mumbai (and also has a 

far busier airport) has a population of barely seven lakhs. In fact, most famous cities like Rome, Madrid, 

Amsterdam have populations less than that of a very dirty city like Meerut. [Sanjeev: This kind of anecdotal 

thinking is never the way to consider policy. Such shoddy thinking can be rebutted outright. Consider 

Toyko with a population of 1.3 crores, it retains the ability to provide excellent quality of life. Melbourne 

with 40 lakhs, etc.] 

Town planners argue that there is no alternative; only cities can provide modern amenities. They forget that 

cities are growing in India only because we are not regulating them the way they should be. [Sanjeev: This is 

absurd. Cities grow as a society prospers. There is a one to one relationship]. Suppose we had a law that 

employers should necessarily provide minimum housing of the quality specified above as well as pay for 

the cost of transportation and for the time taken to commute to work. [Sanjeev: why would a government 



ever prescribe such things!? That would destroy the economy. We need city planning laws, but none of this 

obstruction with commerce.] How many businesses will then choose to operate in Delhi or Bangalore? Will 

they not then shift to smaller habitations and save their costs?  

Cluster Approach  

Unfortunately, our villages offer no better alternative either. They are too small; they are so small that they 

can offer next to no civilised comforts. That is the dilemma of rural development. No village with an average 

population of 1,500 persons (and largely dependent on agriculture) can individually provide all the amenities 

listed above for an ideal habitat. More important, even if, somehow, the real income is doubled, it cannot do 

so. [Sanjeev: The author doesn’t understand the dynamics of growth. For incomes to grow, people will need 

to move to cities. Villages are being depopulated across the entire developed world.] Good schools, hospi-

tals, markets and amusement parks need a minimum population size — at least 30,000 if not 50,000 people 

— to be viable. [Sanjeev: Where is the basis of such a claim, and how can anyone dictate what will emerge, 

and in what manner?] 

The refusal to appreciate this population requirement for offering basic needs such as quality education and 

healthcare as well as markets is at the root of the problem of rural development. At the same time, it is 

important to note that very large cities are not necessary to provide such secondary-level services; they can 

be resolved even within a well-connected cluster of villages with a combined population as little as 30,000-

50,000 –provided it has a comprehensive plan to serve that population. [Sanjeev: I’m afraid this is NOT the 

way development occurs or cities grow. It is the NATURAL process of evolution of opportunities that drives 

growth in an entirely unpredictable manner. What is needed is a system that supports growth, not any man-

made tinkering with villages/clusters/ cities]. 

Three-tier Approach  

Hence, we need a plan both for a cluster of villages and for individual villages. Individual villages should 

provide what families need immediately, what are known as primary services, such as shelter, water, sanita-

tion, electricity, telecommunications and the like. In addition, it should offer access to markets, high quality 

schools, healthcare and other secondary level services. The United States solved that problem of access 

through the heavy cost option of a personal car. It has been said that 30 per cent of the registered poor 

families in the US have two cars! Instead, we should be satisfied with quality public transport. [Sanjeev: 

Amazing! Public transport in remote clusters is not only ridiculously expensive, but also doesn’t understand 

that time lost by the poor. The car was a NATURAL solution to the issues of development. We must NOT 

“plan”.] 

Thus, within the cluster, households will access what are known as secondary needs, needs that they need 

often, at times daily through the use of an efficient and affordable public transport. The city of Ann Arbor 

in Michigan, USA has free public transportation. That should be the ideal.[Sanjeev: Now we get into 

even more absurd recommendation, apart from being untrue: 

http://en.wikipedia.org/wiki/Ann_Arbor_Transportation_Authority. There are a few (very few) pockets of 

free transport in Bogota/Melbourne, etc. but each of their circumstances is different.] We can charge 

employers the cost of maintaining such a service – after all, ultimately, it is they who pay for the transport 

of all employees but they do so indirectly. [Sanjeev: So employers, under stiff competition from each other 

and from China and elsewhere, should not be handicapped through being forced to provide high quality 

housing, free transport, etc.??! Where will any economic sense come into the picture?]  

Then, there are tertiary needs: higher education, advanced healthcare or long distance travel and even 

occasional purchases, for which the villagers will have to go to cities because tertiary needs require popula-

tion sizes that are much larger than what a village cluster can offer. 

Thus, we have three levels of needs and three levels of populations to meet them. The first and the most 

basic one is the village to meet immediate needs. The second is the village cluster that will meet secondary 

but daily needs. Finally, we have the city which alone can meet the occasional tertiary needs. [Sanjeev: This 

thinking forgets that EACH human habitation is based on economic reasons. How can we talk about “needs” 

of people? They have to supply these themselves through economic activity. We need to talk about how 

these units can economically exist and become viable.] The country lacks a distinct policy for the three kinds 

http://en.wikipedia.org/wiki/Ann_Arbor_Transportation_Authority


of needs, particularly a policy to meet secondary needs. That is why both our villages and cities are in the 

mess they are. That is why comfort level does not improve with a rise in wages. [Sanjeev: This is untrue. 

Comfort DOES improve with a rise in wages. Someone unable to eat 1 meal a day can then eat two, etc. 

Second, we DON’T need a policy on these “three levels”. All kinds of permutations and combinations 

naturally evolve without any planning, so long as we FACILITATE economic growth and local empower-

ment]. 

Two Choices  

We have two choices: [Sanjeev: WHO is the “we”? Some superior, gifted planner with perfect knowledge. 

There is none. Let people manage their own lives and government should simply facilitate]. Expand our 

cities, which is the Nehruvian approach or improve our villages, the option that Gandhiji preferred. Actually, 

the cost of providing good quality primary and secondary services is much less in a rural area than the 

amounts we are actually spending in our cities. [Sanjeev: It is the other way around. There are significant 

transport costs to reach the village, there are insufficient skills to build quality products, and no quality 

teacher/doctor will go without being paid more. Just because land is cheap doesn’t make other things cheap.] 

However, they will need affordable inter-village public transport, which, unfortunately, we do not have at all. 

Even then, villages will not need expensive systems of public transportation that metros require. 

[Sanjeev: Buses running every few minutes are cheap? The costs of frequent public transport become 

astronomical as distance increases/ clientele decreases.] Even, water supply and sanitation will be much 

cheaper [Sanjeev: Seriously! How! There is a thing called economies of scale which drives down costs in 

cities. There is the opposite effect in villages]; power supply and telecommunications would not cost much 

more. [Sanjeev: So massive power grids are free! I should stop wasting further time with this shoddy paper. 

I’ll only highlight key issues in the rest of the paper.] That is why we should consider seriously how to 

develop a cluster of villages with good inter-village transportation. 

Governance 

Thus, what we need is not more money but better governance. The World Bank defines governance as the 

traditions and institutions by which authority in a country is exercised: How governments are selected, 

monitored and replaced; how it secures the respect of citizens. In this respect, the introduction of Panchayat 

Raj has been a good move but not yet entirely satisfactory as villages do not as yet have the autonomy they 

need.  

Governance in India has become contentious because the government (that is, both politicians and adminis-

trators) is more concerned about subsidising the poor alone. For that purpose it has established a large and 

unwieldy bureaucracy merely to identify the poor. It would be interesting to consider what will happen, how 

much the government would lose if subsidised buses are available to all, with no condition that they be 

restricted to the poor only. 

That is like Dharma Darshanam in the temple in Tirupathi: The temple does not ask whether you are rich or 

poor; it offers different kinds of convenience at different prices. Railways too do the same. Then, can we 

have services at different prices and different comforts which the consumer chooses according to conven-

ience? 

Incidentally, suppose a benefit worth, say, Rs 1,000, is given to those identified as poor by the state. There 

will be a large number whose income will be within Rs 1,000 of those who have been declared as poor. 

Therefore, the government’s largesse will alter the economic hierarchy – the poor who get the subsidy will 

become richer than those who are neglected. That will naturally lead to social unrest. Hence, we should give 

up the illusion that we can give the poor, and only the poor, certain benefits. That opens a Pandora’s Box; it 

is not worth the trouble. [Sanjeev: This is something I totally disagree with, that money should be given 

helter skelter. We need  a TOP-UP and strict monitoring. Poverty elimination can’t be thwarted by one more 

freebie scheme. And once poverty is eliminated, no more taxes should be raised, merely to send them back to 

the people through bureaucrats.] 

Larger Schools and Larger Hospitals 



In the matter of social development, ever since Independence, our governments have decided that primary 

schools and primary healthcare should be a feature of every village. That has not worked. No doctor or 

teacher is willing to live in a poorly endowed village.  

The time has come to give up the unworkable proposition of compelling unwilling teachers and doctors to 

move to villages, but instead make it easy for students and patients to travel to good, large schools and 

hospitals situated in nearby villages. Even if we let children to travel to an adjacent village (see accompany-

ing figure), we can have a large school with at least nine teachers rather than nine single-teacher schools. 

Likewise, we can have hospitals with several doctors who can at least converse with and consult one another. 

Inter-village Connectivity 

The issue in rural governance is: Should we have 500,000 single-teacher schools or 50,000 ten-teacher 

schools? Should we attempt a primary health centre in every village or should we have some 10,000 or 

50,000 hospitals? 

If we choose the latter option, we will need in addition to good schools and hospitals a rural transport system 

to carry students and patients. All these years, most villages did not have motorable roads. That is no longer 

the case; most villages have roads but no public transport service. Without such a service, we cannot make 

larger schools and hospitals (or markets) successful. 

The fact that rural connectivity is poor indicates that rural bus services are not profitable. It appears to be a 

chicken and egg problem: Buses will be successful if we have good schools, hospitals and markets in rural 

areas but in their absence they are not viable.  

Likewise good schools, hospitals and markets will be viable in rural areas only with good bus services. Each 

category — bus service or social services (and markets) — is waiting for the other to come up first and hence 

neither is emerging! 

Incidentally, even urban transport requires government support. For instance, the Delhi Metro would not 

have become the success it is but for the virtually zero cost, long-term Japanese loans it gets. It has the 

support of a benevolent government which absorbs the risk of escalation of the value of the Japanese yen. 

Why cannot a similar transport arrangement be extended to developing rural buses? They could get a low 

interest loan, even zero-interest loan, with the government picking up the interest cost.  

Once rural buses get zero or low-interest loans, private initiative will develop rural connectivity in a much 

better measure than at present – provided there is no need to get bus permits and other licenses. In turn, that 

will lead other entrepreneurs to develop good schools and hospitals. [Sanjeev: Subsidisation of loans, 

like subsidisation of anything else, is a dangerous policy. It is also simplistic to suggest that loans for buses 

will magically create wealth. The businesses will be unable to service loans in absence of demand. Every-

thing depends on ECONOMIC logic. The good thing is that Prof. Indiresan is talking, finally, about private 

schools and hospitals. Why this roundabout way to do things?] 

Rural Budgets 

it is understood that a typical village has a budget of barely Rs. 600 per capita per year. In contrast, Delhi has 

a non-plan budget of Rs. 13,000 crores which comes to around Rs. 10,000 per capita. That excludes equally 

large sums spent by the Central Government in the city. In other words, a typical village has a non-plan 

budget that is, per capita, thirty times less. 

We do not suggest that every village should be pampered the way Delhi is. In normal distribution, it is 

known that the bottom 80 per cent should get 50 per cent of the total amount of assets. On that basis, the 

rural population, which has 75 per cent of the total should get at least 45 per cent of the total. Assuming that 

the current per capita income is around Rs. 50,000 per year and that the sources of the government is about 

15 per cent of that amount, the state expenditure per capita is Rs. 7500. On that basis, our villages should 

have a budget of around Rs. 3500 per year per capita. It is unlikely that the government will readily fund any 

village cluster even as an experiment. However, if a model cluster can be developed on that basis by private 

enterprise [Sanjeev: This calculation system subject to huge problems – it involves massive subsidisation of 

villages. Those who pay for infrastructure in the cities, should get it. Their money can’t be sent off to 



villages. The idea of private evolution of clusters, is, however, good. Let private enterprise work out what’s 

viable.], it may be possible for the government to rethink, to transfer some of the money spent extravagantly 

in cities in a cluster of villages. 

We need a new paradigm of rural development. The Planning Commission should experiment with it. At any 

rate, we need private enterprise to do so – for its own self interest. 

Human Capital 

The question is whether Rs. 3500 per capita would be enough to make our rural population prosperous and, 

for that reason, attract human capital which is essentially concentrated in the middle class. In other words, 

what our rural population needs is human capital and not merely financial capital. Its educated should prefer 

(the way many of them do in the United States and in England) [Sanjeev: This is FALSE. The vast 

majority of Americans and British live in/ move to cities] to stay in villages; they should not migrate to cities 

the moment they graduate from school the way most villagers in India do these days. 

Then, how do we attract the middle class? I suggest as a hypothesis that what they want is the ideal habita-

tion described above; that most middle class families will be happy to live in villages provided they can be 

assured of quality houses that have regular, 24-hour supply of drinking water, electricity, telecommunica-

tions plus sanitation (!) as well as assured access to quality schools for the children, healthcare for the family 

as well as markets including shopping malls, places for entertainment, and of course, a place to work. The 

last is not so important – it is known even now that many people commute for an hour or more everyday! 

Attracting Human Capital 

The question is how to offer all these with an investment of no more than Rs. 3500 per capita per year. Let us 

see how that can become possible. For a start, we assume that the middle class people employed by the state 

and by others will stay inside the cluster of villages; they will not commute from a city outside. If they do 

commute, the income they generate in the form of their wages will be transferred to the city; villages will 

remain poor. That is why it is absolutely important that wage earners reside in the villages where their 

work is. [Sanjeev: So is the government going to force people at the point of a gun to live in villages? This is 

NOT the way of freedom. Everyone has a number of responsibilities and constraints. People are not pawns.]  

We will also assume that almost all professionals will have to be brought from outside because villages do 

not have specialists like teachers, nurses and doctors at the present time. Hence, they should all get the kind 

of facilities which they now enjoy (though poorly) in our cities only. 

For this purpose, we will assume that on an average, each house gets 200 sq m of space. In addition, there are 

another 200 sq m per house for communal facilities like roads, schools with playgrounds, hospitals, places of 

work, gardens, municipal amenities and the like, making a total of 400 sq m of space per family.  

An Idealised Model [Sanjeev: people are not pawns. I won’t waste time on this. I’ve made the point clear.] 

We also assume that the cluster has 36 villages as shown in the figure. (That is purely indicative; in the real 

world the situation will be quite different.) We also assume that the total population of the 36 villages is 

50,000, that is 10,000 families of which ultimately 2000 will be middle class. 



  

 

 

Then, at the rate of 400 sq m of space per house no more than 200 hectares will be needed to house the entire 

middle class. 

It should not be difficult to get that order of space, or even twice as much space in a cluster of 36 villages – 

an average less than six hectares per village. So, space is no problem in villages; it is so only in our crowded 

cities! We may also assume that the villages will offer to contribute the land. As the cluster has many 

villages, we can be assured of a competitive price too. 

Of this cluster, the inner core of ten villages will be treated as the ones which will have the schools, hospi-

tals, markets and the like. All villages are linked by frequent, say, every half hour, bus services to this core. 

The core itself will have more frequent bus services, say, every ten minutes. This bus service is the core of 

the proposal. It enables all villages to access the services that will be concentrated on the core. In reality, the 

situation will be different, but the basic idea of a core linked to peripheral villages will remain. 

We should also remember that the middle class has the income to pay for the amenities they demand. Hence, 

financial viability is not a problem either. [Sanjeev: if it isn’t it will happen on its own. We DON’T need 

to plan for it. Kindly show me the financial plans for such a “viable” scheme.] For a start, we may add barely 

a score of them. Hopefully, their numbers will rise to 20-30 per cent of the population of the cluster. 

Financing the Development 

These days, Public-Private Partnership has become popular. For that reason, suppose the government offers 

the following in the selected cluster of villages:  

Loans for internal transport at the same low interest rate the Japan Banks offer to the Delhi Metro – virtually 

at zero per cent.  

Similar loans to secondary care hospitals and quality schools where anyone can get basic services at low cost 

and those that desire comfort pay commercial prices. 

Most important: Low-cost loans for any business that establishes itself inside the community. 

Inducements of this type as a starter should be enough incentive to social service entrepreneurs, real estate 

providers and market capitalists to provide all that the middle class requires. [Sanjeev: I do NOT support 

cheap loans. Where a one-off infrastructure capital spend is needed, let government directly spend from 
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An Idealised Cluster of 36 villages 



taxes. Giving cheap loans to PRIVATE businesses will become a hotbed of corruption/crony capitalism. 

Where will this stop?] 

Private Initiatives 

Unfortunately, it is difficult to imagine the government offering incentives of this type. The Ministry of 

Rural Development may offer some help for roads, water supply and sanitation but is helpless when it comes 

to education and healthcare, which, as we have already observed, are absolutely essential to raise our Human 

Development Index. Those services are also reserved for the state sector and we cannot be certain how far 

state governments will help or will be able to help. The Panchayati Raj Ministry has some free funds but that 

is understood to be barely Rs. 3 lakhs per village per year. That is restricted to infrastructure development 

only. That money will help but will not be enough for our purpose. 

The Planning Commission appears to be the only organisation that has free funds. It may help or it may not. 

Hence, I appeal to private entrepreneurs to try an experiment and support a cluster of villages by offering 

buses free, at any rate, free of interest. I request them also to establish good quality (English medium?) 

schools as well as secondary care hospitals and markets. [Sanjeev: this is fine. Let private sector do so on its 

own] 

Individual contributors may fund a class room or a hospital bed or a bus. The capital cost is the primary 

problem with this model. Once that is met, running the service should not be difficult. That should be true 

particularly when the rich are charged to subsidise the poor – the way it happens in Harvard University. 

In Harvard, rich students are welcomed and so are rich endowers. The moneys obtained from the rich are 

used to provide scholarships to the deserving poor. We should try such a system and give up fixed rates for 

all. [Sanjeev: First allow private universities to blossom. Harvard’s endowments were built on QUALITY. 

That takes time. We can’t expect such things to happen for villages] 

Once private initiative takes the lead and comes forward, it will become easier to induce the Planning 

Commission to offer its own support. [Sanjeev: NO! No government “support” and tinkering, except for 

infrastructure.] 

Altruism 

The problem is how to induce people to donate or participate in a scheme of this nature? As a commitment to 

my argument, I am prepared to contribute up to Rs. 20 lakhs, out of my personal savings, towards such a 

scheme. On a hunch, I sent this offer to some fifty of my acquaintances. Most were middle class people who 

would have little to spare but a few did hold positions where they had some powers of patronage. A couple 

did have their own money. Fortunately, I have received a few offers of help. 

In their recent book, Super Freakonomics authors Steven Levitt and Stephen Dubner point out that altruism 

rarely works, that everyone expects a return. For this project, we need investors for whom the return is the 

goodwill and the respect that they earn. Ultimately, the investment may give financial return too but that 

cannot be promised at the initial stage. [Sanjeev: I always and wholeheartedly support private charity] 

Hypotheses 

Let us now consider what actually should be done to implement this scheme. To recollect, the objective is to 

raise the Human Development Index (HDI) of selected villages to the Kerala level and possibly even higher. 

Let me state a few hypotheses based on which I suggest the project may be undertaken. 

Hypothesis One: While a single teacher or doctor would not like to work in a village, when a number of 

them can work together and give one another social and professional company, many of them will be willing 

to do so. For instance, Birla Institute came up in the desert village of Pilani; years ago that is how the 

institute in Roorkee came up and attracted a number of professionals and made the village prosperous. 

[Sanjeev: We are talking here about the process of seeding cities, with a minimum capital spend on key 

infrastructure. This is a good idea and a number of satellite cities should be thus supported, provided profes-

sional local government is in place, and sufficient private inputs. ] 



Hence, we propose to establish relatively large schools and hospitals and thus attract quality teachers and 

doctors. Unfortunately, no single village has enough population size to support large schools or hospitals. 

Therefore, we propose that such schools and hospitals be established in selected villages only. However, 

such a process will deny 80-90 per cent of the villages the facility of those services.  

Hypothesis Two: Frequent and reliable rural bus service linking the villages together will make large 

schools and hospitals viable. 

As, at present, rural bus services are not viable, we propose to offer adequate financial subsidy so that each 

village can have at least one bus of its own. That subsidy may be in the form of interest free loan, possibly on 

condition they permit poor school children to travel free to their schools. At other times, the buses will be 

free to carry fare paying passengers. Then: 

Hypotheses Three: Rural bus services can be made viable with interest free loans. [Sanjeev: NO! Bad idea. 

Total waste of money. Let things evolve. Don’t throw precious taxpayer money down the drain.] 

Hypothesis Four: The state will give the license (and possibly financial support) [Sanjeev: this gets worse 

and worse] for buses to carry fare paying passengers, particularly when they transport poor children free. 

[Sanjeev: For Prof. Indiresan, money is not created through enterprise and hard work, but grows on trees. It 

doesn’t.] 

Hypothesis Five: It is possible to find a few villages that would be willing to subscribe land as their contri-

bution to the project either free or at a low price to provide quality living space to middle class professionals. 

On an average, will then need barely ten hectares of land for locating either a school or a hospital or a market 

as well as houses for the people who work in them. Incidentally, we also assume: 

Hypothesis Six: Villagers will have no objection to entertain outsiders who are professionally qualified to 

come and work in their villages. 

This project will cost several crores of rupees to establish schools, bus services, housing, markets and the 

like.  

Hypothesis Seven: The National Planning Commission will provide support to try out this experiment. 

Even if this hypothesis is found correct [Sanjeev: it is fundamentally unsound], it is more than probable that 

the Planning Commission may not be able to fill the entire gap in the kind of facilities we like to provide. For 

that reason, and for greater autonomy of operation, plus as an inducement for the government agencies to 

cooperate, I suggest that we collect around a crore or two from interested parties to organise the project. 

Then, we have to take the following steps: 

1. Have a firm commitment from well wishers of about a crore or two as initiator of the project. 

2. Identify a district administration that is willing to offer whatever funds and facilities it has for rural 

development. 

3. Choose a set of villages in the district and survey their human, financial and nature assets. 

4. Where that is satisfactory, find out which of them will be willing to offer a firm commitment of land 

and other assets to promote the project. 

5. Identify social entrepreneurs who would be willing to establish schools and hospitals (10-25 beds?) 

and also let rich people cross-subsidise the poor. 

6. Subsidise any deficit the services may have in the initial years to survive and sustain themselves. 

7. Get real estate developers to construct professional buildings and housing of acceptable quality. 

8. Estimate how many buses will be needed to serve the villagers and the amount of subsidy they will 

need in initial years.  



9. Check whether the funds available are adequate. In that case, proceed. If not repeat the same exercise 

in a more promising location until a viable option emerges. If no suitable location is available, drop 

the project as unviable.  

It appears that a ten bed hospital offering secondary care is the minimum needed to serve the people. We will 

also need to several schools. 

Conclusion 

In brief, we need the following: 

1. Social entrepreneurs to establish and manage a few schools and a secondary care hospital with 10-20 

beds. [Sanjeev: let people spend their own money if they wish. No issues] 

2. Villages willing to donate or provide at low cost about ten hectares each. 

3. Local entrepreneurs who are willing to run bus services, preferably, partly as charity. 

4. A helpful district administration willing to provide whatever funds it can. 

5. Hopefully, support from the Planning Commission. [Sanjeev: The whole thing is UNVIABLE. It 

needs blood infusion from hardworking people at each step. If it was viable it would have already 

happened.] 

We need an entrepreneur or a few of them, who will advance enough money to build at least one hospital and 

a couple of schools as also fund enough buses to link the villages. We need a few villagers who will contrib-

ute enough land to house the doctors and the teachers. We also need persons who are willing to take up the 

challenge of running a new hospital and new schools. Above all, we need people who know the villagers. 

I appeal for advice and financial help from well wishers. If the support is adequate, we can correspond and 

identify where local conditions (both administratively from the district authorities and socially/ financially 

from the villagers) are adequately available. Then, prepare a working plan in association with local people 

and implement it with or without the support of the central government or of the state government. 

The objective is superior and steadily increasing HDI and a steadily increasing HDI; an objective to which 

the government does not seem to be sensitised. That is why we need private initiative. [Sanjeev: But the 

problem is Prof. Indiresan is expecting FREE money. That’s not going to work.]. The scheme suggested here 

may not be the only one suitable for the purpose or even the best. At the same time, this scheme will at the 

least bring in more fresh talent into the open and help the country benefit better from the anticipated demo-

graphic dividend. It is also likely to curb rural-urban migration and even reverse it. [Sanjeev: This is NOT an 

objective. We need to prepare for 80 per cent urbanisation of India by creating professional systems of 

governance] It is also likely to be more economical than the prevailing paradigm of mindless urbanisation. 

Above all, it would hopefully induce the government to take a re-look at its rural development policy and 

enquire how the moneys spent will yield better results than what is happening currently.  

  

==SANJEEV’S OVERALL COMMENTS== 

Prof. Indiresan, like the Indian elite he was, seems to have a preference for: 

- Large single dwellings found in older Indian cities. He forgets that at that time the vast majority of 

Indians didn’t even get one square meal a day, and most died before 40. We can’t use the lifestyle of 

the wealthy of the bygone era to suggest that’s the kind of life everyone must have. 

- He wants to reduce migration into cities - so he can live a comfortable life. Did he set the example 

by living in a remote village?  

Weakness of his analysis: 



- He doesn’t understand that economic growth drives urbanisation. Either India must remain in villag-

es and permanently poor, or it must move to cities and become rich. No other option exists. What we 

want is a hugely rich India. Where its people live should be left to them to choose.  

- He imagines people to be like pawns who can be moved from place to place (in ‘clusters’) and 

forced to live inside villages. He fails to realise that everyone must optimise for himself/herself, sic-

ne the knowledge of his local circumstances is known only to him. We should not try to ‘plan’. 

There is a level of what Hayek called ‘fatal conceit’ in his model. 

- His model is financially unsustainable, being based on subsidies, either charitable, low interest loans 

by government, or direct grants. Everything MUST be founded on economic strength in order to be 

sustainable. 

- He makes numerous incorrect assumptions: 

- That large cities inevitably breed slums and are congested. He neither understands places like 

Singapore, Tokyo, Hong Kong, or any of the modern economics literature re: congestion charg-

es, curb rights, and privatisation of roads. As economic development motivates urbanisation, we 

need a very highly professional local government system to deal with the issues. That’s what is 

missing in India. He doesn’t refer to it even once. There is no inevitability about urbanisation 

leading to slums. 

- That free public transport exists anywhere in the world, or is viable. It does not. It is a huge drain 

worldwide, and private models like in Bogota, are desperately needed. 

GOOD POINTS 

He notes that we need town plans. Actually that is a key point which he does not analyse, but it is strong-

ly linked with professional local government, and that’s what the SKC agenda talks about. 

He notes we need to attract private enterprise in schools and hospitals. He doesn’t analyse it, but that’s 

precisely what we need more of, and that’s what the SKC agenda talks about. 

OVERALL, the paper has little of value to add, and has neither rigour nor analysis of systemic issues. 

We have a much better deal on offer to India through the SKC agenda. 


