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PREFACE

The third plan is the most important landmark in the history
E’f India, representing as it does the proposals for a massive .effort
0 lead the cconomy close to the stage of ‘take off’ into self-sustaincd
Browth in the plans to follow and the fulfilment of the plan is ox-
Pected to deal a fatal blow to the demon of poverty which has been
SeVouring the masses of our country for centuries together. For
0se who jdentify themselves with the soul of the nation, there is
hothing more romantic and exciting than the grand endeavour to
Pull ourselves out of the quagmire of wretched want and poverty.
e have already laid strong foundations for the economic develop-
ment of India in the first and the ‘second plans and the third plan
Proposes to raise the glorious edifice of rapid industrialisation.” In
the words of Shri V. T. Krishnamachari, *“The Third Five Year Plan
Tepresents a crucia!l stage.in. the- fulfilment of our basic social and
economic objectives.”” (Introduction to the Draft Outline). It is es-
Sential, therefore, that every individual interested in the cconomic
affairs of our country ought to know at least the broad quintessence
of the proposals embodied in the plan.

The B. A. (Hons.) and M. A. students of cconomics are under
an obligation to know the plan in its essentials much closer than the
““Pass’’ students and the best way of getting into the spirit of the
plan proposals is to unlock the logic and reasoning which motivate the
Plan proposals. An endeavour has been made in this booklet to lay
bare the essence of thinking Dbehind the plan-proposals, with a totally
unbiased commentary and criticism wherever it is called for, and
almost the whole of the plan is presented in brief in o series of
lucidly written essays which cannot hut be of immense help to the
students of economics for their papers on Indian Iconomics and
also for the paper on ‘Essay’ which more often than not is just u
leap in the dark. The other intellectuals of our country who do not
have the time to spare to go into the details of the plan proposals
might be well advised to know the essentials contained in this small
book of ours. We earnestly hope that this effort of ours would be
of great lelp to the students and laymen alike and thus be of wer-
vice to the country at large.

—AUTHOR
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CHAPTER 1

THE THIRD PLAN—A CRITICAL APPRAISAL
OF THE APPROACH

Despite a decade of planning, India stands today almost at the
lowest rung of the ladder among the comity of nations arranged in
order of descending per capita income. Appalling poverty as well as
exceptionally low subsistence living has been the age-old lot of the
over-whelming masses of people due to the economic backwardness of
the country, accompanied by great inequalities in the distribution of
wealth and income which depress the income of the non-privileged
olasses much below the national average, which by itself is awfully
low. The vast majority of the people whose life hangs by a slender
undependable thread could hardly be expected to feel the thrill of
political emancipation. To make life secure and joyful , people must
be¢ liberated from the pressing anxieties of intolerable penury and
given an opportunity ;to develop themselves to the best of their
inherent abilities which remain throttled today duc to unparalleled
poverty. People’s faith in the good values of life stands in great
danger of getting disintegrated when their very existence is threatened
with extinction due to the miserable economic circumstances of the
country. It is for this reason that the third plan says, “From the
beginning, it has been stressed that the objective of planned develop-
ment is not only to increase production and attain higher levels of
living but also to secure a social and economic order based on the
values of freedom and democracy in which *justice, social, economic
and political, shall inform all the institutions of national life.,””* As
decided by Parliament in December, 1954, the broad objective of
planning in our country is to establish a socialist pattern of society,
which could be taken to imply (4) inducing under the suspices of
planned development a rapid rate of growth in the national income
and (b) ensuring distributive justice to see that there is a wide

*Draft Outline, Third Plan, p. 1.
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d:ffusion of benefit, especially over the low-income layers of the
community.

It would be wrong to construe that the goal of a socialist
society is to aim at & total extinction of private initiative and enter-
prise, as is apt to be interrreted by big ‘money-bags’ already
well-entrenched in industry and commerce and mortally afraid of the
rapid expansion of the public sector in umpteen fields of the economy-
The Planning Commission has made it abundantly clear that the
socialist pattern places epecial emphasis on the needs of emall
producers with o view to encouraging a rapid growth of the co-operativ
sector cspecially in respect of agriculture, medium and small-scale
industry, trade and distribution and many fields of social serviccs.
The approach to the third plan could best be appreciated in tl.e
light!of the over-all objective of establishing a socialistie pattern of
socicty which aims ata rapid rate of cconomic development, with a
leading rtole assigned to the government and a special stimulus
Dbeing given to co-operativisation so that the Indian society might be
able to derive the advantages of private initiative and enterprise &
well as a vigorous planned programme of devclopment. The basic
desideratum is to raise the level of per capita real income as rapidly s
possible =0 {hat the couniry may get out of the strangulating thraldom
of poverty. The third plan has been formulated keeping in view
the basic socio-cconomic needs of our country and the Planning
(ommission has laid down clearly five of the following considerations
awhich constitute the basis of the plan :—

1. “to sccure during the third plana rise in national income
of over 5 per cent per annum, the pattern of investment
heing designed also to sustain this rate of growth during

subsequent plan periods ;

to achieve self-sufficiency in foodgrains, and increase
agricultural  production to  meet the requirements of
industry and exports ;

(7]

4. to expand basic industries like steel, fuel and power and
establish machine-building capacity, s> that the require-
ment of further industrialisation ean be met within a period
of 10 vears or so mainly from the country’s own resources ;
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4. to utilise to the fullest extent possible the manpower
resources of the country and to ensure a substantial
expansion in employment opportunities ; and

to bring about a reduction of inequalities in income and
wealth and o more even distribution of economic power.”*

The logic of these objectives is obviously derived from the
need to bring about a rapid economic development and ensure
equitable distribution of wealth and income so as to subserve the
goal of establishing a socialistic pattern of society. We have to
investigate further the significance of the objectives set by the
Planning Commission. The objective of raising the national income by
59, per annum over the five years of the plan appears awfully
modest in view of the exceptionally low income of our country even
at the end of a decade of planning and the pressures of a rapidly
growing population which is expected Lo be 48 crores by the end of
the third plan. Presuming that the plan is going to be a complete
success, the total rise in the national income over a period of 135 ycars
from 1951 to 1966, would be of the order of 809, over the base of
1951. A risc of 807, in the national income over a period of 15 yecrs
sounds pretty high and one is apt to be carried away by the “per-
centage” success. It must, however, be kept in mind that the
measurement of success in terms of percentage rise in the national
ineome is a poor indicator of the reality in which we are placed.
Starting as we do from an exceptionally low base, even a doubling of
the national income as is envisaged to be done by 1971-72** will not
mean much in absolute terms, especially so, because of the fact that
our population would have incrcased by that time from 36 crores jn
1951 to about 53 crores by the end of the 4th Plan. Per capita incomes
are expected to be doubled only by the end of the 5th Plan by 1977-
78. The impact of development would penctrate to the lower strata
of society only when there is & significant rise in their income and
levels of living and this depends not only on the rapidity of growth
in the national income but also on the equitability of distribution.
There is reason to believe that the target for raising the national
income could certainly be much higher, given a proper administration

*  Planning Commission, Govt. of India,
Third Plan, p. 1.

**Planning Commission, Second Plan, p. 1.

Draft Outlipe of the
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for the country. Pessimists feel, however, that even the target of
59, rise per annum is too high in viaw of the limitations on the Te-
gources which could be mobilised for purposes of investment. We
have to examine how far this feeling is valid. It would be enlighten-
ing to compare our actual performanc: over the first two plans as well
as the proposed performance over the third plan with the performance
of the U.S.S.R. between 1928-37. Over this decade officially they
claim an increase in net national incom: from 250 to 963 billion
<¢1926,27” rubles i.e. 3-85 fold or by an annual overage of 16%-
Even if one is inclined to disbalieve this as an exaggeration, one can
not brush aside objective estimates like the one made by Jasny who
puts the rise per annum at 9:19,*. This means that we cannot
achieve over a period of five quinquennial plans what the Russiens
ach.ig'éd just over a decade. One could concede to the fact that
our back-grounds and anteced:nts as well as the motivating values
have been totally different and all the same, it is difficult to say
that we could possibly not think of better targets, within the demo-
cratic frame-work and the socialistic pattern of society which we
Ppropose to bring into existence.

The second goal of achieving gelf-sufficiency in foodgrains and
an increase in agricultural production to meet the requirements of
industry and exports is highly lsudable. During the first plan agri-
cutural development received a high priority with 4539 of the total
outlay being allocated to agriculture, community development and
irrigation and power., There was an over-fulfilment of the {argets
set for agriculture because of the fatourable monsoons accompanied
by the emphasis of planning on the development of agriculture and
production of foodgrains increased from an estimated 540 million
tons in 1949-50 to 635 million tons in 1955-56, an increase of 187,
as against a target of 149%,. Perhaps, because of the complacency
produced by the unexpected success of the first plan, agriculture
during the second-plan has receiverd a reduced share of the total
outlay—30'8%, comprising of 1189, to agriculture and com-
munity development and 19-09 to irrigation and power., OQur food
requirements ar.: ever on the increase because of a rapidly growing
population and the ne:d for improving the nutrition standards and
all the same as against the averag: production of 75 million tons by

*Alra am Bergson (Editor), Soviet Economic Growth, p. S.
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1960-61, our requirements would be about & 100 miilion tons. The
€3Ds have to be filled by increasing the imports in order to avoid a
DPossible famine which would deal the greatest blow to a growing
L\conomy. The need for raw-materials originating from agriculture
Woulq naturally grow with the growth of industrialisaticx rnd it is
8901 e third plan shows an acute awarencss of the issucs which
Confroyy, the country in the field of agriculture.

The goal of rapid industrialisation by developing the capital-
Z0ods industry is basic to the growth of any economy :nd in view
of tle fact that the necessary over-head facilitics have already heen
Created in the course of the first and the second plans it shoulﬁe
casier for the third plan to sec through the logical consequelees
whiely inevitably follow in the wale of the development of the iron
and  gtap) industry, accompanied by the growth of powcr and trans-
Portation. With the development of the capita'-goods sector of the
¢Conomy, we would well be on the road to a take off into « self-
Sustained process of growth.

One of the most under-utilised resources of our country hes
been labour and our hopes of rural devclopment obviously rest on 4
Faller utilisation of this under-utilised rural man-power. Skilled labour
as well ig not.completely utilised. This is & colossal wastage imply-
ing g huge loss® of potential productivity, apart from the misery
w,hich unemployment gencrates in society.

There is every fear that the fruits of growth have becn accruirg
mainly in the hands of the well-to.do members of the socicly. This
is a very unhealthy terdency totally antithetical to the establishment
of a socialistic pattern of society. It leads to distortion of prcduc-
tion in the private scctor and creates a spirit of frustration smorg
the masses. Incqualitics have to he pruned,

By and large the third plan is in the right direction though
som&short-comings are clearly discernible,



CHAPTER 2
RESUME AND LESSONS

In order to appreciate the proposals under the third plan. it
is essential to take stock of the things as they stand today towards
the end of a decade of planning. The first and the second plans
obviously constitute the foundation for raising the superstructure of

the series of plans to follow to lift the Indian economy out of the
morass of strangulating poverty.

When the first plan started in the year 1951, India was con-
fronted with very serious problems created by the war and the parti-
tion of the country. The primary goal of the first plan was to
strengthen the economy at the base by building the agricultuml
production capacity so as to ensure a sufficiency of food and indus-
trial raw-materials and repairing the colossal damage Ccre by the
two calamities—war and partition. The size of the first plan was
necessarily corditioned by the pressing urgency of rehabilitating the
migrants from Pakistan and the large allocations made there-for,
in the national budgets. The second plan makes a bolder attempt
to raise investment, production and employment and the emphasis
shifts from the development of agriculture to the creation of the

necessary conditions for the rapid industrialisation of the Indian
economy.

The plan emphasized the need for accelerating the rate of
growth of the national economy, reducing unemployment and pre-
venting the concentration of economic wealth and power.  The
impact of the plans over the economy could bhe measured in terms of
the total investment outlay ard fructification of investments ensu-
ing in the form of increascd flow (f the streamn of the national inccme.
Both investment as well as income can be measured in money as
well as real terms and the latter is best done by showing the relevant

6
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| changes in the index numbers of production, over a period of time.
Absolute figures also can be given, wherever such a citation is felt
necessary. The following table gives an idea of the development
effort made under the first and the second plans :—

Outlay and investment of the two plans
Rs, in Crores

First Plan Second Plan Total
1951-56 1956-61 1951-61
Public sector outlay 1960 4600 6560
” ,, investment 1560 3650 5210
Private sector investment 1800 3100 4900
Total investment 3360 6750 10,110

We have to make a distinction between total outlay and in-
vestment outlay. The former includes non.investment expenditure
which is not a part of the development effort. This does not of course,
mean that the so called non-developmental expenditure would not
have its own multiplicr effects. There could be unplanned and un-
intended development outside the sphere of the regular scope of the
Plans executed. All the same in view of the non-availability of
data regarding such of economic off-shoots as were not planned for,
we liad better concentrate our attention only on the planned develop-
ment effort.

The total investment outlay over the two plans in the private
and the public sectors together has been of the order of Rs. 10,110
crores comprising of Rs. 5210 crores in the public scctor and Rs. 4600
crores in the private sector and constituting about 7%, of the national
income over the first plan and 119 of the income over the second
plan. Over the first ‘plan investment in the private sector was
greater than that in the} public scector, being Rs. 1800 crores and
Rs. 1560 crores respectively. The second plan, however, makes a
departure. Investment in the public sector during the second plan
exceeds the investment in the private sector—Rs. 3650 “crores in the
publie sector as against Rs. 3100 crores in the private sector. This
indicates » faster rate of expansion of the public sector in keeping
with the ideal of establishing a socialistic pattern of society. Apart
from ideclistic considerations, the total outlay as a proportion of
the national income falls short of the minimum necessary to toke
the cconomy on the stage to the ‘““take off”” which implies a total
investment of at least 159, of the national income. The conclusion
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which emerges is that the first and the second plans have laid the

foundations to prepare the economy to inaugurate the stage of the.

‘take off”’ in the course of the third plan. One phase in the course®

of development of the Indian cconomy is complete with the coming
to the close of the second plan.

Our national income increased during the first plan by 18% and
over the second, by 20%. Over the decade 1951-61, the increase
in the national income comes to 42%,, The increase in the per capila
income, however, has been of the order of only 20 per cent obviously
due to thz growth of population over the decade hy nearly 5 crores.
What the critics have to note in this connection is thit population
growth has been exerting & tremendous pressure in restraining the
rise in per capila income to lower levels and the success of the plans
to come would hinge a8 much around tle rapidity of growth of
income as on the efficacy of the measures to control the rate of
growth of population. The plans have to open two fronts—one to
raise the income :ixl another to rsduce the gréwth of population.
Tl:e second aspect seems to have been neglected over the first and
second plans in view of the fact that the impact of measures to pro-
pagate the dire urgency of family planning idecls is nowhere to be
seen to any sirniicant extent, Th> prosperity of those who are
born depends on the extent t» which, the infiltration of potential

numbers is held in check. This has to be made one of the major planks

in the schemes of the third plan. On the side of incomes we have

to note that the success of our plans wounld be ensured if a greater
emphasis is placxd on the use of indigencus factors of production

as against, th~ importel ones. The second plan was pruned off to

its core in the year 1958-59 from Rs. 4800 crores to Rs. 4500 crores,
due to unavoidable dificulties of foreign exchangs. There is reason
to believe Lhat the severity of foreign-exchange problems could be
teduced by emphasising the increesing use of locally produced factors
of production, cven il it implies a re-oricntation ¢f the composition
of our plans in favour of priorities which do not fit into the scheme
drawn on thte basis of the usual assumption of our plan. Une of
the important lessons to be drawn from the first and second plans

is the need for giving a high priority to the employment of the
factors to be found in our own country-. :

We can iurn our attention to the achievements of the two
plans in terms of the increase in agricultural and industrial produe-
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tion and examine what lessons we could possibly draw for the third

plan. Agricultural productiori trends since the commencement of
the first plan are as follows :—

Index of agricultural production (1949-50=100)
1950-51 1955-56 1958-59 1960-61

All commoditics 956 1169 132:0 1350
Food-crops 905 1153 1300 131-0
Other crops 105°9 12071 1360 143:0

It is cratifying to note that ovir a 10 year period our total
agricultural produttion has gone up by 40%,. A major part of the
rise has come about over the first plan and duing the last three
years the progress of agriculture has been very mach disappointing.
The monsoons continue to play the key role in spite of the plans
and this has to be kept in mind over the third plan as well. Agricul-
ture bids fairly certain to continue to be intrectable because of the
unavoidable dependence on the rains. Contribute as our agriculture
does about 48°, of the national income the success or failure of the
third plan is going to be detcrmined as much by the whims of nature

affecting agriculture as on the fruition of the schemes of indusiriali-
sation,

A second lcsson to be drawn for the third plan is that the non-
food crops are likely to respond to plan-treatment much more than
the food crops as is evidenced by the relative stagnation in the out-
Tut of food-crops over the years 1958-39 to 1960-61, as against the
impressive performance of the non-food crops over the same period.
‘This shows that there is a significant section of farmers working
under the incentive of rising prices of the commercial crops and
there is every possibility of diversion of manure and water in favour
of commercial crops away frem the food-creps. If this tendency
continues, the planners will have to design measures to see that the
food situation in the country does not get a.ggrn‘\'atct'l owing to the
comparative neglect of the food-crops.  This is of particular impor-
tance, because of the fact that non-food prices keep on soaring,
providing an ever rising incentive to switch over to the production
of commercial crops. This is an important lessen for third plan.
Tne institutional reforms of the second plan in the field of agricul-
ture would not deliver goods so far as food is concern «l unlass other
complementary meosures be undertaken to increas. the production
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of food. We produce only 75 million tons of food grains annually
as against our requirements of 100 million tons of food-grains. We
are on a much surer ground in the field of industries, eliminating
as we do the precarious dependence on nature. The index of
industrial production over the two plans stands as follows :—

Index of industrial production

1951 1955 1956 1959
All commodities 100 122:4 132:6 151'1
Cotton textiles 100 111-9 1175 1115
Iron and steel 100 1133 119-4 1631
Machinery 100 163'9 2150 424:3
Chemicals 100 159:0 171-0 214:0

The progress of industrialisation has not been insignificant
taking into consideration the fact that over o period of 10 years
the index of industrial production rises by as much as 50%. The
most spectacular advance has been made in the machine-making
industry show as it does a rise in production from 100 to 424'3.
This is based on the fact that the production of iron and steel has
made a clean jump to 1631 from the base 100 in the year 1951.
Heavy chemicals also have registered a significant increase. Cotton:
textiles, however, do not present an impressive picture, mainly be-
cause of the fact that some artificial shackles have been hand-cuffed
in order to provide a prop to the hand-loom industry.

With the development of the iron and stecl industry, machine-
making industry, improvement in the sources of power—from 2-3
million k.w. in 1950-51 to 58 million k.w. by the end of 1960-61,
the foundations are now firmly set for rapid industrialisation in the
course of the third plan which must emerge in line with the corol-
laries of the schemes already undertaken and the fruits realised.
The lesson to be drawn in this connection is that the capacity built
up for the production of iron"and stecl, machines, power, chemicals,
transportition ete., must be fully utilised in the course of the third
plan. It would be a totally inexcusable wastage of scarce resources
to build up production capacity at great cost and then allow under-
utilisation of installed capacity. Tt should be one of the bL.sic tenets

of the third plan to sce that whatever capacity in various fields is
raised is fully employed.
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The most important of the resources which is allowed to waste:
has been our under-utilised and unutilised manpower ; all the same
ironically enough, we shall have more of unemployed persons by
the end of the second plan than at the beginning. To create ad-
equate employment opportunities ought to be one of the king-pins.
of the third plan. ‘

Above all is the master—the rupee. We have exerted so much
pressure on the rupes that it has grown thin to only 709, of its.
former value at the time of commencement of the first plan, People
may desert this faithless piece of paper if depreciation continues
further and our plans may end up in smoke, unless we hold the-
inflationary pressures under control. This is a ‘must’ for the third
plan, if owr dreams of a prosperous India are to be realised in.
practice.



CHAPTER 3

THE LOGIC OF PRIORITIES UNDER
THE THIRD PLAN

Under the regime of private enterprise the motivation of
maximising profits is the guiding factor in the direction of investible
resourc2s into various possible channels of production. The prioritics’
for.the allocation of resourcrs would bz determined by the preference
-of the private entreprenewrs on the basis of the profit-making possibi-
lities as seen by them on their own experience. The decisions
arrived at are necessurily individualistic in character and the alloca-
tions made in accordance with the profit-muking-interests of the
capitalist classes may not be in line with the needs and requirements
of the society, because of the fact that our society is characterised by
great inequalities in the distribution of wealth and income and
hence, the demand for comforts and luxuries on the part of the
wealthy minority is hound to exert a decisive influence in Llringing
about a given pattern of allocation of resources, if Lthings b2 left
totally to an unplunned society. The lcp-sided investment-pattern
which ensues from the profit-making motivation of the capitalists is
likely to be antngonistic to the interests of the majority f the
people, engaged in hard labour to eke out a pittance for a living. A
study of the investment pattern in the pre-plan era in our countiy” or
for that matter, the investment pattern in the private sector of the
cconomy even under the auspices of the over-all planninz of the
country reveals what outrageous priorities allocations receive puided
by the motivation of profit. It is seen that plenty of resources are
allocated to the construction of palatial residential mansions,

buiiding up of vastly expensive picture houses, raising of de-luxe
restaurants in the fashionable centres at a colossal cost of resources
a1d the production of thousands of other commodities which on &

12
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rational consideration of the fixation of priorities purely .lin _the
interest of the overwhelming masses of people would not receive even
o low priority for many years to come. The colossal misuse of the-
scarce resources of our countr- must be prevented as early as possible
if we are to achieve a rapid rate of growth in bringing about a speedy
cconomic development. We have tc reaslise that the rcsources at
our disposal are necessarily scarce and demsand the exercise of the
highest rationality i drawing up a scheme of priorities in accordance
with the rationale of promoting a rapid growth of the economy in
order to promote the welfarec of the masses of the people. The-
Planning Commission observes : “The pattern of investment embodiced
in a five-year plan reflects the prioritics and the relative emphasis
in different sectors during the plan period. In turn, these derive as
much from an assessment of the"current cconomic situation and the
likely trends as from the analysis of the basic economic and social
problems of the country and the long-term goals.””*

Two sets of considerations have been taken into account by the-
Planning Commission to accord weightage to various competing
schemes and fill up the priorities on the_basis of their relative impor-
tance from the social angle. There are some general considerations
and others which are specific in view of the immediate situation into
which we are caught in mid-stream as though, in the course of
planning and development. In view of the general situation of our
cconomy, the first priority necessarily belongs to agriculture. The
considerations which have been specified in this connection are that
agriculture is the source of frod and raw-materials for many an
industry, it is agriculture which determines the economic fate of the
vast majority of the people of our country ; it is agriculture which
will determine the over-all rate of growth of the economy, contriby-
ting as agriculture does nearly half of the annual national income
and it is in the field of agriculture that the problem of un-utilised
man-power is the acutest to be seen. Consgequently, if our planning
and development are to leave the impression of a living reality on the
masses, agricaltural dzvelpment must b2 accorded the top priority.
In fact, there could be no successful scheme of industrialisation
upless agricultural rehauling released the surplus of man-power,

*planning Commission, Govt. of India, Third Plan, Draft Oulline,
p. 23.
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taw-materials and food resources to support the industrial centres of
rroduction in the urban areas.

Tt is also realised that development of agriculture hinges on the
growth of such of the industries as are closely allied and complemen-
tary to agriculture. It is for this reason that the Planning Commission
-observes : *'It is recognised that bLeyond a stage, the growth of
agriculture and the development of human resources alike hinge upon
the advance made in industry”.*  This is a self-evident fact. Far
from there being any inherent contradiction between agricuiture and
industry, it must be realised that the dévelopment of the one
«lepends on the development of the other in view of the mutual
complementarity between the two. The production of chemical
fertilisers, agricultural implements, equipment of transport ond
power ete. are basic to the development of agriculture and these
industries in turn depend on the other industries like the iron and
steel industry, machine tools industry, heavy electricals ete. The
point at issue is the arrangement and serialisation of the various
steps in a clearly understandable logical sequence so that the possible
-obstacles to growth are forestalled and disarmed in’advance.

Again, we have to realise that there are some projects which
by their very nature take a long period to come to fruition and there
are others which can be completed as early as possible. There has
to be a proper balance between projects with a long period of
gestation and those which generate fresh streams of income in the
short period. For instance, small irrigation schemes could be
expedited into production within g period of 6-8 months whereas
the construction of big dams would take years together leading to
the generation of inflationary incomes well in advance of the flow
of supplies of commodities in the market. To counteract such
tendencies, it is essential to strike a balance between slow-yielding
and «uick=yielding projects. This, however, does not mean that
one could afford to overlook the need for keeping a firm eye on
the necessity of ensuring the maximum rate of growth within the
limitations of our cconomy, the goal eventually must be the creation
of those conditions which would lead our economy to the stage of
self-sustaining growth. Tt is for this reason that adequate attention
must be given to basic industries like steel, machine-building, fuel
and power.

*Third P_ha;,‘ p. 4.
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The Planning Commission observes further that economie
development is cnly a means for social development which means
improving the health and quality of the human beings who inhabit
this country. Care must be exercised to see that our endeavour to
improve the economic lot of the people does not bring about a social
deterioration. The lesson which we have to draw in this connection
from the economic history of the advanced countries of the world
is that economic development, especially in the early stages of growth
is accompanied by several concomitant evils which bring about g
degeneration in the physical and spiritual health of the working
clasees. The third plan must institute adequate measures to gee
that the evils are remedied in time. Towards the end of ensuring a
balance between econcmic and social development education must
receive a due weight in the scheme of priorities. Social development
in fact is complementary to ecomomic develecpment. Schemes for
scientific 1esearch, technical education and the training of craftsmen
and the provision of housing facilities in the newly created townships
have far reaching imolications economic as well as social.

Morcover, the priority assigned to a particular project must
take care to sce that the creation of assels does not precede far {oo
much in advance of the xchemes of utilisation. The construction of
a dam for purposes of irrigation must be followed scon after the
completion of the project by a full utilisation of water by the
farmers. It has been found that there have been quite a few cascs
in which huge investment outlays remain unutilised for long. No
country anud much less a poor country like ours could afford to lock
up scarce resources into unutilised assets. The gap between investment
and the utilisation of investment must be reduced to the wnavoidable
minimum.

The assignment of priorities to the several competing schemes
in the public sector is much casier than the direction and control of
investment in the private sector which even tcday is responsible for
the production of 75%, of the national income. In fact all the ‘ado’
about prioritics in the public sector may constitute just a marginal
affair in comparison with the performance of the private sector—
including the non-organised private sector about which statistical
information is not available. While thinking of priorities in the public
sector, some priority must also be given to the nced for controlling
investm-nt in the private sector so as to ensure that the private
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sector does not go out of harmony with the over-all planning of the
ecéndﬁly. The weapons in the hands of the state under the present
get up include licensing, supply of basic raw materials and other
finished products like iron and steel, supply of power, water and
transport facilities which could be employed to exercise control over
investment in the private sector. Withholding the supply of these
commodities from those recalcitrant entrepreneurs who refuse to fall
in line with the general directions of the state would go a long way
in seeing to it that priorities in the private sector do not go astray
from the priorities in the public sector. What would eventually
count would be the priorities given in the economy as a whole and if
need be the state should not hesitate to give physical directions to
the private entrepreneurs. It has to be kept in mind that a certain
amouni of restraint of liberty is unavoidable when one thinks in
terms of a planned programme of economic development. After all
unlimited private greed is hardly compatible with the ends of a
planned society. Assignment of priorities necessarily involves
replacement of blind instinet by a rational ordering of the things
that we want in accordance with the urges and urgencies of the
country as a whole as opposed to the dreams of a few capitalists who
nourish the dreams of becoming a ‘Midas’ some fine morning.



CHAPTER 4
THE SIZE AND PATTERN OF THE PLAN

The size of a given plan could be measured either in terms of
the total investment in terms of money proposed to be undertaken
over the plan-period or in terms of percentage increase in the
national income proposed to be brought about over the plan or in
terms of the upgrading in the production capacity of the economy.
The pattern of the plan could be measured in terms of the composi-
tion and distribution of outlay over the various schemes constituting
the body of the plan. It seems the best way to measure the size of
a plan is to measure the change in the productive capacity of the
economy under normal circumstances. It is quite possible that the
productive capacity of the economy might decline despite the
implementation of an ambitious plan because of circumstances beyond
the control of man. For instance, in a country like ours with & huge
sgricultural sector, there is always & precarious dependence on
agriculture and hence, the productive capacity is likely to vary from
year to year depending upon the mercies or otherwise of nature.
Consequently, one is compelled to use the phrase ‘under normal circum-
stances’ to measure the impact of the plan on the productive capacity
of the economy. The size can be measured thus in terms of the
functions which the plan is expected to fulfil during a given period
of time. It must, however, be realised that to anticipate the
likely change in physical output per annum subsequent to the imple-
mentation of the plan is necessarily subject to serious limitations in
view of the unpredictability of the behaviour of the private sector
which plays a decisive role under conditions of the Indien econo-
my. Moreover, the actual production would have to depend on the
demand and supply prevailing at a particular point of time. All the
same, subject to certain unavoidable limitations, certain estimates
have to be made regarding the size of the total investment outlay
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and the expected consequences thereof on the economic conditions
of the country.

The third plan has the ambition of raising the national income
by 5% per annum in keeping with goal set in the first plan of dou ling
the national income by the end of the 5th plan. As it is our national
income is very low and per capita income is almost the lowest in the
world. With all our efforts in the direction of development our net
national output stood in 1958-59 (at: 1948-49 prices) at Rs. 11,690 crores
and per capila income at Rs. 293.6 and the proposal to raise the per
capita income to double size of what it was in thebeginning of the first
plan is by no means ambitious. Consequently the size of the third
plan in terms of the ambition to raise national income by 59, per
annum appears to be perfectly reasonable, if not a bit less ambitious,
than what it should be. As pointed out earlier the U. S. S. R. coufd
more than double the national income just over a period of ten years
and we propose to do the same over a period of 25 years.

The third plan proposes to undertake a total investment of
Rs. 10,200 crores between 1961-65—Rs. 6200 crores in the public
gector and Rs. 400 crores in the private sector. As against the
investment cutlay of Rs. 3630 crores in the public sector of the
second plun, the propesed outley of Rs. 6200 crores in the third
plan marks an increase of about 589 and as against the investment
outlay of Rs. 3100 crores in the private seclor, the third plan
proposes to investment Rs. 4000 crores—an increase of 20%,. The
total outlay of Rs. 10,200 crores in the third plan is slightly one and
a half times the investment undertaken during the second plan or
nearly equal to the investment undertaken during the first and the
second plans together.

1t is essentinl to make a distinction between investment outlay
and current out-lay as is done by the plan. ‘‘/nvestment is expendi-
ture on the creation of physical assets (e.g. buildings and plant and
equipment), including expenditure on personnel required for Putting
up these assets. The expression corresponds broadly to expenditure
on capital account’’, says the plan. Similarly, current outlay hag
been defined as “outlay (which) corresponds broadly to expenditure on
revenue account on plan schemes ; it is expenditure other thap that

classified as ‘investment’.”’*

*Third Plan Outline, p. 25 foot-note.
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Thus the total outlay during the third plan includes investment
outlay as well as current outlay and together the total outlay works
out to Rs. 11250 crores and the whole of it could be taken to be deve-
lopment effort envisaged over the third plan.

We can visualise a third way of measuring the size of the
investment effort and this would be in terms of investment as a
proportion of {hie national income. It is well known that investment
in the pre-industrial backward societies constitutes about 5%, or less,
of the total income, per annum, and to come to the stage of self-
sustained growth growing socicties have to invest at least 15% of
the national income as is borne out by historical facts. The first plan
souglit to raise investment per annum as a proportion of the national
income to about 79, the second plan to about 11%, and the third
has the ambition of raising investmsent to about 149, of the naticnal
income, presuming that the proposals under the third plan would be
implemented in toto, we should be able to break off the Dbarriers to
growth on a natural momentum. In view of the fact that our
national income in absolute terms is very low, even a 159, invest-
ment might not prove to be really significant, considering the needs
of the country. The rate of savings in the country is falling short of
the investment requirements, leading to the gencration of inflationary
pressures. Both the rate of savings and the rate of investment have
to be uplifted in order to attain to the stage of self sustained
growth. ’

The pattern of the third plan outlay could be appreciated with
reference to the distribution of outlay planned as under :—
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Outlay and investment in the third plan*
public sector

(Rs. crores)
group plan  current invest private total in-
outlay outlay ment sector vestment
investment
1 2 3 4 b 6

1. agriculture,

minor irrigation and

community develop- -

ment 1025 350 675 800 1475
2. major and medium

irrigation 850 10 640 — 640
3. power 925 - 926 60 976
4. village and small

industries 250 90 160 2756 435
5. industry and mine-

rals 1500 — 1500 1000 2500
6. transport and

communications 1450 — 1450 200 1650
7. social services 1250 600 650 1075 1725
8. inventories 200 — 200 600 800
9, total 7250 1050 8200 4000 .0,200

Out of the total outlay of Rs. 10,200 crores, the aggregate in
favour of agriculture (1-2) comes to Rs. 2115 crores or slightly more
than 209, of the total outlay. The very fact that about 80%, of the
total outlay is planned for the non-agricultural sector of the projects
is enough of evidence to prove the enormous prospects of industriali-
sation for our country. This is as it should be because of the simple rea-
gon that industrislisation has been almost synonymous with economic
development of most of the prosperous countries of the world and
there is no reason to believe that we could ever hope to grow econo-
mically mercly by emphasizing the development of the primary
sector of the ecomomy. The colossal burden of ever mounting man-
power oa our limited arca of cultivated and cultivable land could he
gradually reduced only by lifting surplus labour off from agricuture
to the non-agricultural sector of the economy. In all advanced eco-
nomies the contribution of agriculture to totel employment and income

*The Third Plan In Ovtline, p. 26.
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is a minor proportion of the national aggregates and this is not merely
an inseparable accident. There is reason to believe on the basis of
empirical knowledge that there is a causal relation between industria-
lisation and economic development. With iron and steel, power and
fuel, transportation and communication being developed on a large-
scale the way is now clear for rapid industrialisation. About 529%, of
the national income originates today in the non-agricultural sector
of the economy and this could well be expected to rise considerably
by the end of the third plan.

There are two items in the scheme of industrialisation which
need special mention. It is seen that industry and minerals are
going to reccive an allocation of Rs. 2500 crores—Rs, 1500 crores in
the public sector and Rs. 1000 crores in the private sector. This
means that the public sector is going to expend one and a half times
as well as the private sector and this could be taken a step in the
directive of establishing the socialistic pattern of society. Transport-
ation and communications have received an allotment of Rs. 1650
crores out of which the share of the private sector is only Rs. 200
crores. Since transportation and communications are primarily publio
utilities, the role of the private sector in this sphere is necessarily
limited. In the sphere of social services, however, the private sector
is assigned an important role in view of the fact that out of the
total outlay on social services of Rs, 1725 crores, the public sector
is assigned Rs. 1075 crores. It is heartening to note that gocial
services have not been neglected. In a poor country like ours with
appalling living conditions, for most of the peaple the social services
have a vital role to play.

What passes one's understanding is the low priority assigned
to village and small scale industries, particularly in view of the
avowed objective of the plan to ensure fuller utilisation of idle man-
power. The employment potential of big industries is comparatively
low and hence, there is reason to believe that the goal of creating
adequate employment opportunities might, remain unrealised even by
the end of the third plan.

By and large the planned industrialisation env isaged in the third
plan could casily be expected to give our cconomy the neeessary big
push g0 s to raise us o the stage of the take off. The size and
pattern are in conformity with the logical sequence Lo be seen in tho
history of the advanced economies,

o — ECE—



CHAPTER 5
CRITERIA FOR THE PHASING OF PROJECTS

A plan of the d'mensions of the third plan involving an
investment outlay of Rs. 10200 crores over a period of five years
has to be phased on a rational basis to ensure implementation of the
projects in time giving particular attention to the inter-relationships
which obtain as between different schemes and keeping all awake to
see that targets set would be achicved within ‘the strict bounds of
time which is planned to be the dead-line for the completion of several
projects. The problem of phasing as distinguished from the problem
of assigning priorities is concerned with the division of a given
schéme which has already been given priority on a time-basis in order
to see that the entire project is statted snd implemented with speed
and efficiency without leaving unnecessary time-lags. Every project
has to run a race against time and a proper phasing is the very
essence of speedy implementation. Besides the decisive importance
of the time-clement, phasing also implies a definite and clear enuncia-
tion of policy regarding the locations of the projects which have been
assigned priority and the manner of execution including the techniques
to be employed regarding organisation and the purchase of the
necessary equipment. Phasing implies the need to spell out in
detail every possible decision which could possibly be foreseen so that
the administrative delays which invariably arc seen to occur could he
avoided as much as possible. The problem of phesing thus is a
question of fixing of detailed and elaborate priorities to various parts
of the schemes which have been accepted as important enough to
constitute a part of the programme of development over a given
plan-period. The Planning Commission has set forth the following
considerations to determine the logic phasing :—

1. *“The phasing of projects should be worked out with strict
regard to the requircments of physical planning especially planning

22
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of manpower and the provision of materials and of the ancillary
services, including power and transport ;

2. Priority should be given to the early completion of the
Projects under execution and those carried over from the Secon(} Plallll—
For these projects sufficient resources should be provided in the

annual plan to facilitate completion within the minimum period
necessary ;

3. There should be continuity of output from year to year. The
Phasing should be such as to ensure that at each stage of investment
the maximum benefits possible are sccured and there is a balance
between projects with long gestation period and those which can be
completed over relatively short periods ;

4. In working out the relative priorities of different pl-oj(.:('vts
from the point of view of the economy as a whole, through appropriate

Phasing items included in the following groups should receive prefer-
ence —

(a) items important for ensuring rapid growth of agricutural
production e.g., fertilizers ;

(b) items which might become bottlenecks unless they are

available at the right time e.g. transport, clectricity,
metallurgical coal ete. ;

(7) items required for the fulfilment of the export plan ;

(d) items which are intended to replace unavoidable imports
e.g. machinery, alloy and tool steels etc. ; and

(¢) technical education and training programmes.”*

The rationale behind these considerations needs a bit of elabora-
tion in order to resolve the tangle of inter-relationships on which
bases these criteria seem to have been evolved. The first criterion
emphasises the fact that there is a certain unavoidable mutuality and
complementarity as between severnl projects which have received
priority and hence it is essential to secure the necessary physical

“balances from year to year in respect of steel, cement, electricity and
other key commodities. This is just to ensure an unfailing supply
of the factors of production which alonec would make it possible to
implement a project in full in time. The recent gaps in production
created by the failure of arrivals of coal in time is an instance in

*Third Plan, Draft, pp. 29-30.
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point which demonstrates the importance of recognising the need for
a physical balance as between different projects.

Planning is a continuous process and projects undertaken in the
previous plans have to be carried forward in the plans to ensue.
Uncompleted projects have to receive a top priority in order to see
that investment-outlay already undertaken starts yielding fruits as
early as possible. Projects undertaken in the final year of a plan or
projects which require a long time to complete are likely to be carried
forward and fixing up of phasing and priority in the next plan
must be based on what has already happened. The creation of
supplies and the creation of demand must be brought into equilibrium
if the process of growth is to continue smooth unabated.

The process of growth is by no means a smooth sailing for the
economy involve as it does the infliction of heavy burdens and
sacrifices on most of the people. There is always a conflict between
the demand for immediate consumption on the one hand and the
necessity of forgoing consumption in order to release resources in the
form of investment. The burden is the heaviest on the community
when the projects require a long period of gestation to come to
fruition. The longer the time which the projects take to complete
the greater will be the burden on the community. Hence, there is a
need for balancing projects which take a long time to complete and
those which could be completed within a short time. The quick-
yielding projects are likely to be less capital-intensive, more
employment-orientated and help in increasing as early as possible
the production of some of the basic consumer goods which are badly in
short supply in a backward economy like ours. Moreover, small
projects could be widely dispersed in the rural areas which helps not
only utilisation of surplus manpower but also enables avoidance of the
evils of centralisation in ecrowded urban areas which as they are, are

already too unhygicnic in most of the cases. There is always an
cconomy in the use of social overheads like housing, water supply,
transportation etc. with a wide diffusion of the projects.

The fourth consideration makes explicit some of the thoughts
already implicit in the carlier criteria and besides, emphasises the
fact that foreign exchange troubles must be Lkept in mind in a given
programme of  phasing.  Export-promoting and - import-saving
commoadities deserve priority in phasing so that a given firm may not
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experience bottlenecks on account of the need for imported stuffs and
as far as possible, a helping hand may be lent to the speedy execution
of the plan by the promotion of exports. The bottlenecks could be a
shortage of raw materials, a paucity of technical personnel, non-
availability in time of power and the means of transportation etc. In
other words, adequate attention has to be paid to the creation of
over-head facilities which play such a vital role in the completion of
our plan projects. These are schemes which require a lumpy invest-
ment and annually adequate resources must be made available to
ensure their completion and functioning as per the plan,

In spite of the fact that a strict programme of phasing is vital,
we cannot overlook the need for a certain amount of flexibility in
view of the uncertainties involved in being able to secure the factors
of production in accordance with the needs of a plan. In this
connection the greatest uncertainty is to be found in the sphere of
external assistance and foreign exchange. For the third plan in
particular this is a weighing consideration because half the resources
are expected to accrue from the assistance made available from
abroad. In the year 1958.59, the sccond plan was required to be
re-congidered and reduced to its core, necessitating s rephasing of
some of the projects. It is quite likely that such a situation might
arise again and hence, the plan must be fairly flexible so that the
sudden occurrence of an emergency would not take the country
unawares. In view of these considerations, the Planning Commission
has categorised industries in the following groups :—

1. projects under execution and cegried over from the Second
Plan ;

2. new projects for which external resources are already
assured ;

3. new projects which can for the present be regarded as
included in the Plan. Most of these have reached fairly advanced
stage of preparation, but foreign exchange has not yet been arranged
for them ;

4. aother new projects for which preparatory work is less
advanced and for which foreign exchange has not yet been arranged.
In respect of these projects, definite decisions for inclusion in the
Plan have not yet been taken, but the intention is thal the projects
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should be worked out more fully and may, in due course, be consi~
dered for inclusion in the Plan ; and

5. projects of a contingent nature whose implementutionwﬂl

depend on certain developments which cannot at present be accura-
tely foreseen.

It seems the division of industries into the five groups mentioned
above has been made on the basis of the descending order of possibility
of findiny the necessary means of carrying out the plans into practice.
The industries in the first category have the greatest chance of being
put through and this possibility goes on diminishing in intensity as

. we proceed further. This is a necessary part of phasing in view of

the uncertainties involved in being able to find the necessary
resource-.

The problem of phasing necessarily flows out of the problem of’
fixation of priorities and is complementary to it in more ways than _
onc. This sequence leads us further to scan the targets set for the
plan as a whole and if possible at different phases of the projects
which receive priority out of a group of competing claims.



ANNEXURE
Production and development : progress and targets

increase in increase in
1960-61 1960-61 1965-66
item unit 1950-51 1955-56 (anticipa- 1965-66 over over
ted) 1950-51 1960-61
targets (percentage) (percentage)
1 2 3 4 5 6 7 8
1. agriculture & community
development
1.1 agricultural production
foodgrains million tons  *52:2 *65'8 750 100-105 44 33-40
cotton million bales 29 4-0 54 72 86 33
sugarcane-gur ... million tons 56 60 72 9:0-9-2 29 25-28
oil seeds million tons 51 56 72 9-2.9°5 41 28-32
jute million bales 33 42 55 65 67 18
tea (a) million 1bs 613 678 725 850 18 17
tobacco 000 tons 257 298 300 325 17 8
1.2 agricultural services
ares irrigated (net
total) million acres 51'5 562 700 900 36 29
land reclamation (ad-
ditional area) ... million acres 27 1-2 1-0
soil conservation (ad-
ditional area benefited) million acres ... 07 2:0 130
nitrogenous fertilisers
consumed 000 tons of N 55 105 360 1000 555 178

*¢stimates of production adjusted for changes in statistical coverage and riethods of estimation upto 1956-57.
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increase in increase in

1960-61 1960-61 1965-66
item unit 1950-51 1955-56  (anticipa- 1955-56 over over
ted) 1950-51 1960-61
- targets (percentage) (percentage)
o 1 2 3 4 5 6 7 8
phosphatic fertilisers
consumed ... '000 toms of P,O, 7 13 67 400-500 857 497-646
seed farms number 4000 4500 13
1.3 community develop-
ment
blocks number 1064 3112 6217 68
villages covered ... thousands 150 400 550 38
population served million number 78 200 374 87
2. power
electricity (installed
capacity) ...  million kW 2:3 34 58 11'8 152 103
electricity generated million kWh 6,575 11,000 20,700 42,260 216 104
towns and villages
electrified ... thousands 317 74 19.0 340 414 79
3. minerals
iron ore (a) million tons 30 47 12°0 320 300 167
coal (a) million tons 320 380 6530 970 66 83
4, large scale industries
4.1 metallurgical indus-
tries
finished steel ... million tons 10 1-3 69 160 165
pig iron (for sale) million tons 035 038 080 160 167 67
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copper ’000 tons 7-3(a) 79 184 133
aluminium ’000 tons 317 73 17-0 750 359 341
4.2 mechanical and elec=
trical engineering
cement machinery  value in Rs, lakhs ... 34(a) 80 450 463
sugar machinery value in Rs, lakhs .. 19 440 1000 127
machine tools
(graded) value in Ra. lakhs 29 72(a) 550 3000 1797 445
ball and roller
bearings million number 01 09 2-4 12-0** 2300 400
deisel engines thousands 55 10°0 33-0 66:0 500 100
tractors number e . 2000 10000 “ee 400
4.3 railway locomotives
steam and diesel number n.s. 500 1260% 1609 20
electric number 232}
4.4 chemicals
fertilisers .
nitrogenous '000 tons 9 79 210 1000 2233 376
(in terms of nitrogen)
phosphatic (in terms of
P,0;) ’000 tons 9 12 70 400-500 678 471-614
sulphuric acid ’000 tona 99 164 400 1250 304 213
D.D.T. tons 284 2800 2800
4.5 other industries
bicycles (organised sector
only) .o thousands 101 513 1050 2000 940 90
(a) relates to calendar year **by working to capacity ~n three shiftg

_irelates to the plan period B L. B
(b) in addition to this, facilities would be provided in part-titme ¢ourse
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increase in increase in

1960-61 1960-61 1965-66
item unit 1950-51 1955-56  (anticipa- 1965-66 over over
ted) 1950-51 1960-61
targets (perc::itage) (percentage)
1 2 3 4 5 6 7 8
automobiles thousands 16'5 253 535 100 224 87
cotton textiles (mill made) million yds. 3720 5102 5000 5800 34 16
sugar million tons 1-10 1-90 2:25 300 105 33
steel structural fabrications *000 tons 90 250 1000 . 300
cement million tons 27 46 88 13-0 226 48
petroleum products ... million tons 36 46 74 61
5. village and small industries
khadi : traditional ... million yds. 73 289 48:0) 558
ambar million yds. 32'0
handloom million yds. 742 1471 2125 | 3500 186 34
powerloom million yds. 148 273 405 ) 174
6. transport and communi-
cstions
6.1 transport services
railways :
passenger train miles... million 95 109 124 143 31 15
freight carried million tons 91 114 162 235 78 45
roads : surfaced including
national highways ’000 miles 975 1220 144-0 164-0 48 14
shipping million GRT 04 05 09 11 125 22
6.2 communications

post offices 000 number 36 55 75 95 108 27

(og)



63 83 75 32
42

er
—

telegraph offices ... %000 pumbers  $6
number of telephones '000 numbers 168 280 475 675 183
7. education

7.1 general education L
students in school ... million nos. 235 313 4141 64'8 75 58

7.2 technical education
engineering and technology

degree level (intake) number 4119 5888 13165 18500(6) 220 41
diploma level (intake) number 5903 10484 24020 340006) 307 42
agriculture .
degree level (intake) ... number 1060 1989 4500 6000 325 33
8. health
8.1 institutions
hospitals and dispensaries 000 numbers 86 100 12-6 14'6 47 16
hospital beds '000 numbers 113 125 160 190 42 19
family planning centres  number 147 1797 8197 356
8.2 personnel
medical college (intake)* number 2854 3655 4790 n.o. 68
doctors (registered) ... '000 numbers 59 70 S4 103 42 23
nurses (registered) ... ’000 numbers 17 22 325 625 91 62

(1)

*relates to calendar year



CHAPTER 6
TARGETS SET FOR THE THIRD PLAN

The draft outline of the third plan makes it plain that the de-
tailed targets are still to be worked out and whatever has been set
forth in the outline represents the broad dimensijons of the effort
during the third plan. We can, all the same, expect to get greater
details in the final version of the third plan which is likely to emerge
within a short time. It seems, however, that there is no likelihood
of any radical change in the targets set in the draft outline, apart
from marginal adjustment in details. From the beginning of the
first plan to the end of the third plan, the progress and targets have
been depicted in the statistical table on page 38 and one could
get a picture of the advance made and likely to be made over a
period of three plans. Thereare certain targets for the economy as
a whole which could be examined in terms of total investment, in-
come and employment.

As referred to earlier, the total investment-outlay proposed to be
undertaken over the third plan is set at a target of Rs. 10,200
crores—Rs. 6200 crores in the public sector and Rs. 4000 crores in
the private sector. The rate of annual investment as a proportion
of the national income is proposed to be raised from about 11%, by
the second plan to about 14% by the end of the third plan. Asa
result of the investment of the order envisaged, our national income
js expected to rise by 25% over the plan or 6% per abnum over the
base, reached by the end of the second plan. In the course of the
third plan about 15 million new entrants are expected to come to the
labour market in addition to the heavy back-log carried forward from
the second plan which set off with the ambition of creating 8 million
jobs outside of agriculture but actually is expected to create only
6.5 million jobs. The third plan expects to create outside of agricul-
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ture as many 43 10.5 million jobs and 3.5 million jobs within the
field of agriculture. In total, the target set for employment is 14
million of jobs as against the 8 million set for the second plan. It
is wrong to think that the targets for investment, employment and
income are unrelated. There is a close organic link between investment
and income, investment and employment, employment and income and
income and employment, in so far as they act and react on each
other in o series of interacting rounds. The multiplier and the accele-
rator would unleash further development forces and what would
happen in actuality would hinge upon the extent to which the targets.

find fulfilment and generate certain values of the multiplier ard the
accelerator.

e general targets thus defined have been apportioned further
and approximate targets have been set for different sectors of the
economy. Broadly speaking, four categories have been made—(a)
Agriculture and irrigation () Industry and power (¢) Transport.
and communications and (d) Social services.

It is proposed to step up agricultural production by 30-33:
per cent and it is said this depends on the various “area agricultural

plans”. The targets for some of the important food and non-food
crops have been defined as follows : —

Targets for some important agricultural products*

commodity unit additional production % increase

over the

second plan

foodgrains million 25 to 30 33—40

tons

oilseeds —do— 2 to 2.3 2832

sugarcane —do— 1.8to 2 25—28
cotton million

bales 1.8 33

jute —do— 1.0 18

The Planning Commission observes that additional measures
would be taken to increase the production of articles like fruits and
vegetables, milk, fish, meat and eggs as also of other commodities
like coconut, arecanut, cashewnut, pepper, cardamom, tobacco,
lac and timber.

*The Third Plan, Draft Outline, p. 33.
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The target of bringing about an increase of 30-33 per cent in
the output of agricultural commodities over ‘the third plan appears
apparently pretty high, the proportion of the national income contri-
buted by agriculture is estimated roughly to be half of the total and
if agricultural production rises by 30, over the third plan, this by
itself would raise the national income by about 15%. In that case,
the over-all objective of raising the national income by 25%, over the
plan period should be easy of achicvement, because the targets for the
industrial sector should be casier to achieve in view of the lesser
dependence on the mercy of nature. The target of 30-33 per cent is,
perhaps, set on the consideration that the out-capital ratio in the
field of agriculture could be expected to be very high because of the
present primitive techniquss of production and the large soape for
further developmant. Moreover, the schemes for the utilisation of
ruro] manpower would automatically help in the improvement of
agricultural productivity. One, however, can never be pretty cer-
tain about the targets for agriculture being fulfilled because of the
precarious dependence of agricultural products on the vagaries of the
‘monsoons. If nature be faviurable there might be an over-fulfilment
of the targets 4s it hanpened durinz the first plan or clse there might
be an utter failure.

Another observation to be muude is about the targets for vari-
ous crops. In view of the fact that the scope for extensive culti-
vation is highly limited, increased production has to be realised on the
land which is already cultivated through measures of intensive
cultivation. The area being limited there would be a competition as
between different crops in a given area. Jute, sugarcane and rice
could be grown in the same region. Cotton and oilseeds compete
for land in the same area. In the absence of over-all crop-planning
the micro-decisions of the farmers would obviously turn on the moti-
vation which tempts the farmers most. The rise in the prices of
commercial crops has opened to the farmers wide opportunities of
making a profit. The money-incentive is likely to win favour with
the farmers and if this happens, as is all likely to happen, the propos-
ed target for foodgrains might not be achieved in practice because
of the possible diversion of resources from the production of food-
crops 1o non-food crops.

Should such a contigency occur as is feared, there is likely to
be an aggravation in the food problem of the country despite the
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hopes created because of the assistance assured by the PL 480
agreement with the U.S.A. We could appreciate the anxiety of
the situation if we kecp in mind that the “target proposed for food-
grains would allow for consumption of about 15 ozs. of cereals and
3 ozs. of pulses per capita per day” (besides providing some margin
against emergencies). The target for cotton is expected to be
sufficient to provide for 17-5 yards of cotton textiles per annum
per capita and in addition allow for some exports.

The agricultural targets are sought to be achieved by increas-
ing the total irrigated area to 90 million acres by the end of the
third plan as against the 70 million acres by the end of the second.
About 40 million acres would be covered by dry-farming techniques.
Soil conservation measures would extend to an additional aiea of
13 million acres. The consumption of nitrogenous fertilisers is to
be increased to 1 million tons and that of phosphatic fertilisers to
400-500 thousand tons. An additional 50 million acres would be
covered by green manures. Plant protection measures will be ex-
tended to 75 million acres.

By October 1963, the Community Development Programme
would extend to the whole of the rural area. The co-operation
movement would also receive a fillip.

In the field of industry, special emphasis is being placed on
the development of those industries which will help in taking our
economy to the stage of self-sustained growth. These include steel,
machine-building and the manufacture of the producer goods.

The targets for iron and steel are fixed at 102 million tons
of steel ingots and 1°5 million tons of pig-iron for sale, The Bhilai,
Rourkela and Durgapur steel plants are proposed to be expanded come
tributing in all 55 million tons of steel ingots. The plan also
provides for a fourth steel plant to be started in the public sector
at Bokaro. All this would be done exclusively in the public sector.
The private sector is expected to produce about 2 lakh tons of steel
ingots from scrap-based electric furnaces and 2 lakh tons of Ppig-iron
from low-shaft blast furnaces. Steps are also being taken for the
production of about 2 lakh tons of alloy, tool and special steels.

The plan has drawn up & heavy programme of manufacture
of machinery which is the very foundation for rapid industrialisation
of the country. The schemes in this connection include : ‘“*heavy
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machine-building plant, foundry forge, coal mining machinery plant,
heavy structurals plant, heavy plate ard vessels works, heavy
machine tools factory, doubling of the output of Hindustan Machine
Tools, Bangalore, expansion of heavy electrical project, Bhopal,
two additional heavy electrical projects and schemes for the pro-
duction of high pressure boilers and precision instruments.’” The
need for the import of machinery is expected to be heavily re-
duced by the end of the third plan. The production of nitrogenous
fertilisers is expected to increase from 2,10,000 tons at the end of
the second plan to 1 million tons by the end of the third plan and
that of coal is expected to rise from 60 million tons by the end of
_the second plan to 97 million tons by the end of the third plan.
Besides, there is expected to be a considerable increase in the pro-
duction of a group of commodities like crude oil, aluminium, cement,
paper, sulphuric acid, caustic soda, sugar, cotton textiles, bicycles.
sewing machines, automobiles ete.

The programme for power includes the target of raising total
generating capacity from 5-8 million k.w. at the end of the second
plan to 11'8 million k.w. at the end of the third plan. Nuclear
power generation is expected to come to 3 lakh k.w. The number of
additional villages to be electrified would come to 34000, marking an
addition of 15000.

The prcduction of khadi is expected to increase from about
2610 million yards in 1960-61 to 35000 million yards in 1965-66.
The number of industrial estates is expected to rise from 60 in the
second plan to 360 in the third plan.

1200 miles of new rail-lines would be constructed and 20,000
surfaced roads would be added to the existing total of 144000 miles.
There is expected to be an increase of 509, in the number of com-
-mercial vehicles from 2 lakhs in the second plan to 3 lakhs in the
third plan.

Important social ecrvices include a programme for compulsory
free education for all children between 6-11 and other measures for
technicnl education. The number of family planning centres is
expected to rise from 1800 in the second plan to 8200 in the third
pihn.

We can thus look forw:rd to a heavy programme of industriali-
sation and for the first time in our economic history we can hope
for taking a big stride in the direction of becoming a first-rate indus-
trial power.



CHAPTER 7

RESOURCES FOR THE THIRD FIVE YEAR PLAN

The proposed investment of Rs. 10,200 crores over the third
Plan is more than the total investment during the first and second
Plans taken together which has been estimated to bz of the order of
Rs. 10,100 crores. One's excitement gets naturally tickled at the
thought that the investment effort over the period 1961-66 is planned
o exceed the over-all investment undartaken during the decade
1951-61. The question that immediately comes up before our minds
is that we have been bold enough to imagine that we would be able
fo mobilise the necessary financial resources to sce the plan through-
in spite of an acute shortage of the means to implement our second
plan in toto, which necessitated a reappraisal of the resources position
and a rephasing of the targets, reducing the proposed total outlay in
the public sector from Rs. 4800 crores to Rs. 4500 crores. It is
Teally a matter for great surprise that with a scarcity of funds for
the second plan in its final stages, we hope tobe able to realise
Rs. 10,200 crores over the third plan.

This does not mean in the least that the plan is going to be
extra-ordinarily big. With all our efforts in the direction of develop-
ment our net national output stood in 1958-59 (at 1948-49 prices)
at Rs. 11,690 croros and per capita income at Rs. 293:6 which is
almost th . lowest in the worll, In view of the needs of a rapidly
growing population which is cstimated to grow to 480 millions by
the end of the third plan, the proposed investment of Rs. 10,200 crorea
is by no means awfully disproportionate either in absolute terms or
in terms of the needs of the country. What is intriguing is that
the total investmant outlay over the five years from 1961-66 is twice
as much as that over the ten years from 1051-61. The per capila
investmab pir year over th> first plan was Rs. 3 and that over
second is expected to come to Rs. 6. Over the third plan period
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the expected investment per capita per annum would approximate to
Rs. 42°5, taking into consideration the projected rise in population.
The plan, therefore, appears very ambitious in comparison with the
achievement over the period 1951-61. In view, however, of the fact
that the value of the rupee has gone down by 209, since the
commencement of the second plan and by about 209 since the start
of the first plan the outlay of Rs. 10,200 crores, even if, it actually
materialises would not be extra-ordinarily heavy in real terms. Even
in terms of investment as a proportion of the national income, it is
not heavy because, in comparison with the investment in the first
plan of 79 of the national income, that in the sccond of 11%, the
third plan would bring investment to 149, of the net national oulput.
The rise in income sought to be achieved is 5%, per annum and that
in consumption 49,. It is, therefore, clear that the goals set are
fairly modest in relation to needs, though they appear tall in relation
to resources. The way in which resources are sought to be raised has.
been specified by the Planning Commission’as follows :—
(Rs. crores)

Source Second Plan Third Plan
1. Balance from revenues on the
basis of existing taxation (—) 100 350
2. Contribution of the Railways on
* the existing hasis 150 150
3. Surpluses of o:her publioc enter- (included
prises on the existing batis in 1 above) 440
4: Loans from the public 800 850
6. Smaell savings <80 550

6. Provident funds, betterment

levies, steel equelisation find

and miscellancous capital re-

ceipts 213 510
7. Additional taxation, including

measures to increase the sur-

pluses of public enterprises 1000 1650
8. Budgetary receipts correspond-
ing to external assistance 982 2000
9. Deficit financing 1175 550
10. Total 4€00 7250*

*Planning Comm’ssion—Third Five Year Plan, Draft, p. 47.
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Of the Rs. 7250 crores proposed to be raised to implement
the plan in the public sector, Rs. 1(Z0 crores would be current
outlays and Rs. 6200 crores, investment outlays. The private
sector is expected to raise Rs. 4000 crores, to bring the total invest-
ment outlays to Rs. 10,200 crores. In view of the fact that the
private sector creates at present nearly 75% of the national income
and that the third plan outlay in the private sector is only Rs. 4000
crores, it would not be unwarranted to presume that the private
sector does bid fair to succeed in mobilising the necessary resources
to fulfil its segment of the plan. It is of course, realised that there
is bound to be a certain amount of competition for funds between
the public and private sectors of the economy, since the total amount
of savings in the community would be the limit of investment be it
in the private or the public sectors. Thus it seems plausible to
imagine that the success of the public sector in mobilising the resour-
ces might well mean o fajlure of the private sector to find
resourcee for its own schemes, unless there has been an under-estime-
tion of the total volume of savings in the community. The conflict.
comes out clearly in the sphere of tax and loan resources. Avart.
from undistributed part of profits set aside for investment, the funds.
for investment in the private sector would cepend on the extant to
which they succeed in dodging the taxes. It is a fact well known
according to Kaldor’s report that the talents for tax-evasion outdo
the wits of government. So long as the taxes dodged are employed
for investment in the private sector, the speed of economic develop-
ment of the economy as a whole need not at all slow down, though,
the pattern of investment might not be the most desirable from the
angle of the community as a whole. Excessive consumption of
unnecessary things or investment in ‘bad’ channels might, however,
detract from the development effort. Again we see the same conflict:
about loans. The more the government succeeds in raising loans
from the community, the private sectcr might feel the pinch of o
shrinkage of the loan-market for its own purposes. All the same.
there is reason to believe that the incentive of private profit is
powerful enough to ensure the mobilisation of investment funds for
the private sector of the plan. Doubts, however, persist about the
capacity of the government to lay its hands either on the indigenous
“milch-cows” or on those which exist abroad which would provide
enough for the third plan. '
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The government desires to raise by way of tazation Rs. 2000
crores—balance of Rs. 350 crores on the basis of existing taxation
and Rs. 1650 crores by way of additional taxation. The hitch
about this source is not the taxable capacity of the community but
the dishonesty and laxity of administration which enables large-
seale evasion of taxes. In view of the fact that the national income
has risen by 429, during 1951-61, as against the growth of popu-
laticn of 10%, and in view of the fact that the fresh incomes have
got concentrated in the hands of the already privileged scctions of
the community, the extra tax effort involved should not be difficult
of achievement. The taxable capacity does increase in proportion
to growing incomes, cspecially when maldistribution of incomes
imposes a necessary constraint of consumption on the poor and
enccurages the rich to indulge in idle titillations which could legiti-
mately be axed without producing any bad effects on their efficiency.
The amount of waste indulged in by the urban and rural eclcbrities
could be pruned oif in crder to release resources to be diverted into
investment channels.

More than taxation, an item more striking is budgetary re-

ceipts corresponding to external assistance which places the amount
to be realised at Rs. 2200 crores. The draft plan states further
that Rs. 1000 crores would be the wdditional external obligation
arising out of the need for repayment of loans which fall due for
repayment and servicing of loane which continue further. The

total value of expectation from abroad comes to Rs. 3200 crores.
In view of the fact that our credit abroad is pretty sound and that
our plans have already been blessed by the three-man committee,
sent by tle World Bank and the enormous amount of prosperity
which has bee. attained by the western nations in the post-war
period, the necessary assistance from abroad ought to be forth-
coming, unless international political rivalries lead to an ergulfment
of the world in g global camr ouf age, in which case human civilization
might well go to ashes in & bon-fire, We have been getting assistance
from both the rivals in the ccld-war and there is hope, this would
continue cver the third plan as well. The snag on the side of external
assistance is that our sterling balences have declined s0 much so that
not further banking on this source is possible in the course of the
third plan.

The third important source enivisaged for the plan is internal
losns which have been placed at 850 crores of rupees &8 against
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Rs. 800 crores of the second plan, our experience of the first and
second plans provides reason for hope that the target set for the
third plan is likely to be fulfilled.

Apart from financial resources, we have already signed an agree-
ment with the U.S. for the importation of 17 million tons of food-
grains which should stand us in good stead in implementing the third
plan. The abundance of unused man-power resources that goes a
waste in the country could profitably be used for development if
PL 480 resources be wisely used.

The existing resources could be made to go a longer way by
pruning off moon-shines like the national service scheme for
university students which is estimated (o absorb annually Rs. 20
crores and produce nothing but road-side Romeos ! Another way is
to reduce the capital output ratio by choosing less capital-intensive
methods of production which in many a case, might be as efficient as
more capital intensive methods.

The third plan resources appear to be well within the reach of
the country, given proper will and wisdom and ability to organise the
affairs of the country.



CHAPTER 8

THE PROBLEM OF SURPLUS LABOUR
IN THE RURAL AREAS

By far the most important problem which we have not been
able to solve so far and which bids fair to aggravate sharply every
year is the problem of surplus labour in the country at large and
especially so, in the rural areas. Given a rigid occupational struc-
ture as the rural areas have, a rapidly growing labour-force is--
increasingly being thrown back on a more or less fixed area of culti-
vated land to eke cut a precarious living in the absence of employ-
ment opportunities being thrown up in the non-agricultural sector
of the economy. The exodus to urban industrial areas absorbs but.
a fraction of the total rural surplus and the rest of them are supposed
to be employed in their traditional occupation of farming. There
is, therefore, a large volume of disguised unemployment and under-
employment in the sensc that there are millions of workers prepared
to do more of work than what they are already doing but not finding
any opporiunity. If we fix up a minimum number of hours of
work per day, the number of the under-employed in the country-
side may well run into crores. The Planning Commission feels, how-
ever, that such a concept is not suited to a backward economy like:
ours. The concept of under-employment which they agree to accept:
is that a person is to be regarded under-employed if he is prepared
to accept more of work for wages. On this basis, the National
Sample Survey Report has estimated that the number of under-
employed persons in the rurnl areas is likely to be 15 millions.
There are rewsons to believe that this estimate is likely to be an
under-estimate. This number, moreover, is ever on the increase due
to the annual additions made to the age-group which is supposed to
consist of the workers. There are some theorists who believe that
even if all the surplus labour be drained off from land into other
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occupations, agriculturzl productivity would not be adversely affected..
Even if this proposition is not accepted in toto, the fact remains
that, as it is, quite a large number of physically and mentally sound
persons are required to waste their time and ba more or less idle
consumers, whatever the standards of consumption. What should
otherwise Le a great asset to the country has become o net liability
in the present set up and this anomalous situation needs rectifica-
tion as carly as possible. The enormous amount of potential pro-
duction which o fuller employment could have made possible, is
not being realised today hecause of large-scalc unemployment. In
fact, there is every fear that the need for diverting potential savings.
to prbvide the minimum consumption requirements of the under-
employed and the unemployed is eating into the rate of possible
investment on land and lhence, hampering the growth of our agri-
culture. In this sense, the unemployed and the under-employed
are a clear obstacle to economie development.

Employment, as observed by the Planning Commission, is both
the couse and the consequenca of economic development and thus
the ruwl arcas are badly involved in a mess of vicious circles,
extricetion fiom which postulates o clean break away from the:
strangulcting circumstances. The third plan has chalked out the
following programme in this direction.

Agricultural production in the third plan is to inerease twice
as fast o3 it dil during the decade 1949-50 to 1958-59 and this
increase in cgricultural production is sought to be achieved mainly
through the employment labour-intensive techniques of agricultural
developmen’.  There are quite many jobs in the country-side which
requite very little of :kill and which could be performed with the
most primitive of tools requiring comparatively a little of capital.
The third plan envisages a comprehensive programme of works in
the rural areas in order to make it possible to create adequate em-:
rloyment opportunities on the one hand and bring about an increase
in agricultural production on th> othe~.. Tae works envisaged are:
divided into five categories &5 follows : —

1. “Works projects included in the plans of States and local
bodies which involve the use of unskilled erd semi-skilled
labour.
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2. Works undertaken by the community or by the benefi-
ciaries in accordance with the obligations laid down by
law. -

3. Local development works towards which local people con-
tribute labour while some measure of assistance is given
by government.

4. Schemes to enable village communities to_build up re-
munerative assets.

[

Supplementary works programmes to be organised in
areas in which there is a high incidence of unemployment.

There are many schemes included in the plans of the local
bodies which need a large volum: of unekilled and semi-skilled
labour. For instance, minor irrigation, flood control projects, land
reclamation schemes, afforestation, soil-conservation, road develop-
ment ete. which could be done as indicated earlier, with more of
labour and less of capital. The assignment of such works could be
entrusted to labour co-operatives so that the workers who hail
from a particular area could take the contract on their own without
the intervention of the professional contractors. In such a case,
‘there is every likelihood of more and more labour intensive techni-
-ques being employed to carry out the works programme into practice.
In case, the local people find that some skilled labour is not avail-
.able in their own locality, they can import labour from outside.
‘This scems to be an excellent suggestion to get rid of the contractors
who are observed to be making fortunes out of the deveclopment
aschemes of the country.

The law imposes an obligation on certain categories of people
to maintain certain works within their urisdiction—the construction
.and maintenance of field channels, desilting and maintenance of
-canals, maintenancz of bunds and tanks and desilting the beds of tanks
etc. The plan observes that it should be duty of th2 villags pancha-
yat or the panchayat samiti to get the necessary development
-carried out by the parties concerned and in case, they fail to do the
same, the local authorities would do the job on their own and recover
the cost from the beneficiaries. In addition, the State Governments
-also are sought to be empowered to undertake development works
.such as contour-building and recover the cost later from the beneficia-
ries. Works such as these would certainly create employment
opportunities in the country-side.
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The third plan also visualiscs a minimum amenities programme..
This includes development of local works schemes undertaken during-
the first and sccond plans which generally speaking were appreciated
and elicited participation from the local communities. Instances of”
this type are : (1) the supply of drinking water (2) roads linking each
village to the nearest main road or railway station and (3) the village:
school building which may also serve as a community centre and
provide facilities for the village library. This would be a part of the:
community development programme.

Tt is realised that there is a wide scope for creating village com-
munity assets through labour-intensive measures of employment. Such.
assets include tanks, fisheries,fuel plantations and common pastures.
In some of the specially backward arens, special works pregrammes.
are suggested to be undertaken.

The success of such a heavy programme of works obviously
depends on the extent to which adequate interest is evoked in the
country-side in the development plans of their own areas and the:
extent to which resources, especially, basic wage-goods such as food,
tobacco, kerosene etc. are made available to the workers.

Frequently, a point is made in theoretical literature on economie:
development that there is a possibility of realising capital-formation
in the under-developed over-populated countries of the world by
utilising unutilised labour and it is often suggested that what stands
in the way of adopting such measurcs is the lack of adequate food-
supplies on the onec hand and the capncity to organise on the other..
The third plan has some distinet advantages in both the respects.
Our agreement with the U.S.A. under PL 480 for the importation
of 17 million tons of foodgrains shoukl go a long way oun the food
front and our experience in the field of organising community develop-
ment schemes and rtural extension services should help us in
making amends for our deficiencies in organising village development
schemes.

Dovetailing some non-agricultural crafts with agricultural
development is also an esseatial condition to provide adequate em-
ployment opportunitics and also to provide the basic consumer goods
in the country-side. There is every hope that things would move
fast in the expected direction.



CHAPTER 9
EXECUTION OF THE PLAN

To formulate a perfectly coherent and consistent plan is one
thing and its execution in practice is another. In fact, the implemen-
tation of a given plan is far more important than its formulation
which could be done most efficiently by the experts of the Planning
-Commission with their command over the necessary information
regarding the state of the economy and the requirements to be ful-
filled to generate the income-raising forces powerful enough to counter-
act the income depressing factors which is essence of initiating the
process of -economic growth. In epite of the fact that ours isa
democratic form of planning, we cannot deny that the plan is
formulated by a few experts at the top in keeping with the require-
ments of the community. Regardless of who formulates the plan,
the point at issue is that to execute a plan efficiently is far more
.difficult than to design it. This does not mean that the two are
unrelated. In fact, formulation and execution are closely related
in a democracy. Under a totalitarian form of government the
responsibility for formulation as well as execution of a plan is highly
centralised and there is a ruthless administrative machinery to caIry
.out the orders which ensue from the top with the greatest speed
and vigour., Herein lies the secret of the remarkable success of the
totalitarian regimes or benevolent dictatorships which exercige political
compulsion in order to achieve economic ends. The severity of penal
measures for slackness in execution exerts a sufficiently strong pressure
on the administrative personnel to see the plans through in time.
This has been the experience of many a developed country in the
world which has brought about revolutionary economic changes within
a short time. Even in those countries whose economic development
has come about through the process of capitalistic mode of orgsnisa~
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tion and production in the pre “take off’ and the “take off”’ stages
of their economy, the cupitelists virtually exercised the self-same
ruthlessness as is done under o dictatorial regime, albeit the fact
that the sphere of their jurisdiction was limited to what came under
the’r ownership and over-lord-ship. We have, however, accepted the
values of & democratic form of society and there is no going back
upon them, despite the obstructions which such values raisc in the
path of speedy cconomic development.

It has to be realised that the execution of our national plans is
entrusted to three sets of agencies—(a) the Central Government (b) the
State Gvernments and (c) the private entrepreneurs who are in charge
of the implementation of the plans in the private sector of the economy.
‘There is no problem of execution so far as the private sector of the
-economy is concerned hecause the stimulus provided by the enor-
mous outlay of the public sector has been strong enough to induce
the entrepreneurs to exert themselves every nerve toreap a rich
harvest of profits. Ever since the commencement of planned outlay
in the public sector, from the beginning of the first plan, the private
sector of the economy has been expanding faster than the public
sector and hence the conclusion to be drawn is that the lure of private
profit would continue to be powerful enough to ensure over-fulfilment,
of the private sector of the plan. The fly in the ointment is
the difficulties of execution of the schemes in the public sector of the
plans.

The administrative mechanism which we have inherited as a
legacy from the British is suddenly confronted with functions and
duties, and responsibilities which they never had any occasion to
discharge in the past and, by and large, barring a small minority of
cfficient people at the top, the generality of the personnel consists
of awfully bad mercenaries whose sole aim in life is to make u fortune
by the abuse of the power vested in them by virtue of their being
government servants. This has remained and this will continue to be

_a seriousg obstacle to the eflicient implementation of the programme
of developmert tnder the public sector of the plan. The modus
operandi of exccution as constituted at present is that the departments
concerned entrust the work to the contractors and the actual role
played by the administrative personnel is by and large limited to the
management of monetary affairs in their interest and the interest
of the contractors. It is seen in several cases that the work done is
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hardly worth the expenditure incurred upon and the use of inferior
material, bad workmanship and an intolerable wastage of public
resources has been nothing uncommon. It is really most amazing that
the draft outline of the plan has nothing to say as to how this sort of

situation is going to be remedied. The plan makes the following
suggestions for ensuring efficiency in execution :

(1) “formulation of policies in clear-cut terms by Government.
and ensuring continuity in giving effeot to them ;

(2) clear assignment of responsibility for implementation with
full appreciation of the objectives to be achieved at every level in-
. cluding Minister, Secretary and Head of Department ;

(3) ensuring everyday efficiency with speed and prompt
disposal, including (a) proper training of personnel, () simplification
of procedures, and (¢) effective supervision of work at each level ;

(4) ensuring in respect of important construction projects
that the best results accrue for the expenditure incurred and there is
integrity and economy at all points ; and

(5) ensuring right public relations and co-operation from and
with the public, including due courtesies and consideration for all
citizens.”

There is really nothing to gainsay so far as these suggestions
go in order to improve the efficiency of execution. The point, how-
ever, is to what extent these principles would be put into practice.
Not that knowledge is lacking as to what needs to be done in order
to improve the tone of administration but the precise point is to
execute them into action. Clear-cut formulation of policy is certainly
desirable along with the assignment of definite responsibility to
particular persons. The top level heads like minister, secre-
tary, head of department can certainly play a very important
role. To accept democracy snd yet believe in centralisation of
powers at the top is a contradiction in terms. The best way to
ensure speedy execution is to bring about a large-scale decentralisa~
tion and devolution of authority to small officials working on the
spot. A collective responsibility is likely to lead to a greater amount
of slackness and the definite fixation of responsibility on a certain
individual would ma%e it impossible for the person concerned to
escape the responsibility entrusted to him. Severe punishment must
be visited on those who slacken in their efforts or abuse otherwise
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their privileged position for personal profit and are found to be guilty
of negligence of their responsibility and duties. This has to be treated on
par with treason in view of the great importance to be attached to the
implementation of the schemes.

The suggestion to cut through bureaucratic red tapism by
simplifying procedures and ensuring proper supervision at different
levels is welcome. This also is an aspect of the problem of decentra-
lisation and delegation of responsibility to definite individuals.

By far the most important problem is to ensure economy in
construction projects. The draft plan gives a ten-point programme
in this direction and this is of particular importance because of the
experience of the second plan that about 1/6th of the total expznditure
was incurred on construction works, Big and grandiose buildings
are certainly not vital to the economic growth of the country and
wherever there is avoidable expenditure on the constraction of
magnificent structures, we can take it for granted that so much
of money is totally wasted, The suggestions given includz limiting
constraction to inescapable buildings, materials budgeting standardi-
sation, precise estimation, o reduction in the assignments to contrac-
tors, departmental execution, encouragement to labour-co-operatives,
labour-training etec. These are really most valuable of suggestions
and let us hope that they would be duly put into practice to ensure
speedy and efficient execution of the third plan.

While the role of the governmental agency is appreciated, we
cannot forget ths fact that public co-operation is equally vital and
important. The government, however, scems to rely more on the
woll organised urban bodies like the Kasturba Gandhi National
Memorial Trust, the Harijan Sevak Sangh, the Gandhi Smarak Nidhi,
the Bharat Savak Samaj, the Indian Conference of Social Work,
the Indian Council for Child Welfare etc. than on the institution of
smsller bodies at the village level. The big bodies are important and
have been doing good work. But most of their activities seem to be
confined to urban areas and there is a great need for enlisting the
co-operation of the village folks. The suggestions made by the
Balvantrai Mehta Committee report in the direction of devolution of
authority in favour of village panchayats and the regional panchayats
are likely to prove effective in exciting the interest of the villagers in
the problems of their own upliftment. Much, however, depends on
the quality of the authorities at the villaga level and there is reason to

believe that things are gradually changing for the better.



€CHAPTER 10

THE PROBLEM OF BACKWARD AREAS
IN DEVELOPMENT PLANNING

It is needless to remind ourselves of the fact that ours is
country of continental dimensions with extremely wide regional des-
parities with regard to the endowment of natural resources, density
of population and the level of economic development attained so far
as a result of the historical forces operating in the direction of deter-
mining the course of evolution of the sub-societies which exist in
‘large numbers within the Indian community. Since our nation has
embarked on a planned programme of development, it is essential to
sce that such of our falloww countrymen as are compelled to live even
today in none too civiliced socio-economic circumstances are given
a special helping hand so that they might not lag far too behind the
rest of the country. This problem of the backward peoples in back-
ward arcas—and parenthetically” we may note even some of the most
advanced of states do have some backward pockets—assumes a criti-
cal importance at the present juncture of our couatry, in view of the
fact that the major development schemes are likely to give a historic
lead to some privileged areas which receive the benefit of big industrial
concerns, irrigation schemes, railways, roads etc. The point to note is
that the advanced regions stand a much better chance of further
advancement whereas the baclkward regions are likely to continue to
be the laggards that they already have been and hence, there is every
likelihood of the regional disparities getting accentuated further if
the benefit of development goes to such of the areas as are already
better devcloped. One of the important considerations in the location
.of development schemes ought to be the extent of development al-
ready achieved and the possibility of giving & preferential treatment
to such of the areas as have 1ot been able to develop so far. This
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does not, of course, mean that economic considerations such as proxi-
mity to raw-materials, means of transportation, communication and
power, supply of labour, possibilities of marketing etc. should be
relegated to the back-ground. Economic considerations are certainly
all important and the advantages of the reducing cost are bound to
influence the selection of sites in & particular region. All the same
the consideration of ensuring some sort of & regional balance ought to
weigh with the planners of the country in according backward areas,
at least som : privileged position. For instance areas like Vidarbha,
Marathwada, eastern U.P., Madhya Pradesh, Orissa, Assam, certain
portions of Bihar and Mysore are so glaringly backward that they
deserve a special treatment.

Oue of the likely impediments in recognising the claim of a
certain ares to backwardness in order to be able to receive a special
consideration is the paucity of adequate statistical data of the
various regions regarding agricultural production, industrial produc-
tion, investment, unemployment, irrigated area, road mileage,
primary and secondary education, and occupational distribution of
population which are some of indices to prove or disprove the relative
backwardness of one area as against another. There is no detailed
information regarding tho resources available in various regions and
studies are in progress. As itis, there is not available sufficient
information for any objective evidence which would justify special
treatment to certain areas. All the same, arcas and regions which
have been in a state of-chronic scarcity and have been accorded
¢‘relief-measures” in the past may be singled out on an approximately
correct basis as the ones which stand in need of special development

measures which would automatically eliminate the need for “relief.
measures’’ in future.

It must also be noted that locational advantages are not likely
to accrue in the backward areas in the initial stages, before some-
body ventures in to create the basic overhead facilities like the supply
of water and power, means of transportation and communication,
engineering services, banking facilities etc. This entrepreneurial
adventure could be undertaken only by the state because it would
not ba in the interest of the private profit-hunters, to make lumpy
investments especially in industries which go by the name of publio
utilities as may be taken over by the state any time. The state has
to give the initial push so that things may get going. In order to
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give effect to the idca of balanced regional growth the following:
consideraticns have becn laid down by the planners :—

(1) “the priority given to programmes like thcse of community
development, irrigation, especially minor irrigation, local develop-
ment works, ctc., which spread over the_entire area within the
shortest possible time ;

(2) provision of facilities such as power, water supply, trans-
portation and communications, training institutions, etc., in areas
which were lagging behind industrially or where there was greater
need for providing opportunities for employment ;

(3) programmes to be undertaken for cxpanding village and
small industries ; and :
, (4) in the location of new enterprises, whether public or
private, consideration to be given to the need for developing balanced
economy for different parts of the country. 1ln particular, this aspect
was to be kept in view where location of an industry was not deter-
mined almost entirely by the availability of raw materials or other

natural resources.”*
One of the best ways of ensuring a speed of development schem-

es over a wide range of backward areas is to select such schemes
as are likely to confer benefit on a larger number of families. Minor
irrigation, bunding road development, development of tanks, construc-
tion of school buildings eto. are some of the schemes which are
likely to leave their impact on & wide area and hence they deserve to
be accorded a priority. The second and the third are closely inter-
connected. The development of village small scale and cottage
industries obviously postulates at least some basic facilities and the
provigion of these facilities by itself might stimulate small scale
industries. The fourth consideration might not really be very helpful
to the backward areas because of the fact that the location of major
new enterprises is bound to be decided primarily on the basis of
economic consider:tions and s backward region which does not have
these advantages, stands little chance of receiving the benefit of a big
industry. All the same, itis good, the licensing policy of the state
keeps this consideration also in mind.

The Statefplans, play an exceedingly important role in ensuring
regional development in general and the backward areas in particular.
Agriculture, community deve:opment, village and small scale indus-
tries, irrigation and power and social services are mostly provided for
in the State plans’and o wide dispersal of schemes such as these so ag

*Third Pian, A Draft Outline, p. 71.
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to confer benefit on the backward arcas is the responsibility of the
State concerned. Over the first and second plans together the State
plans account for a total expenditure of Rs. 3800 crores of which over
Rs. 2200 crores have been extended to them by way of Central
assistance. In addition to the State plans special programmes have
been formulated in certain areas which face especially scarce situation.
In 1953-54 a special programme was executed in some areas of
Andhbra Prodesh, Assam, Bihar, Bombay, Madras, Mysore, Rajasthan,
TU.P. and West Bengal, involving an expenditure of Rs. 40 crores.

In the third plan, the State plans are expected to account for a
total outlay of Rs. 3650 crorcs, which is roughly equal to the outlay
in the first and the second plans together in the State plans. Schemes
for universal compulsory education for all children in the age-group
6-11 years, special emphasis being placed on industrial location in the
backward areas, the expansion of technical education, development
of oceupations complementary to agriculture and ensuring mobility
of labour to thinly populated areas which offer better opportunities
for employment would go a long way in giving a fillip to the develop-
ment of backward regions. More and more of knowledge about the
potentialities of the backward regions is one of the basic essentials
for their upliftment and it is heartening to note that sincere efforts
are being made to discover and diagnose the troubles of the backward

Tegions,



CHAPTER 11
AGRICULTURE IN THE PLAN

It would not be an exaggeration to hold that the success or
othervvlse of the third plan hinges largely on the fulfilment of the
targets set for agricultural production. Agriculture contributes ¢ven
today employment and living to nearly two thirds of the total popula~
tion, accounts for nearly half of the national income, provides basic
raw materials like jute, sugarcane, cotton, oilseceds also to a number
of industries, and it is generally agricultural production which plays
an important role in stabilising or destabilising the level of prices
which in turn determines the course of business outside of agriculture.
A problem which we have been facing right from the middle of the
last century, as is evidenced by a series of famines which took a heavy
toll of life, has been the food problem and there wrc experts who
foretell the almost certain prospects of & famine in our country in the
near future because of the fecundity of our people and the relative
slow rate of growth of agriculture. Moreover, it is agriculture whichs
is the reservoir of the ‘‘reserve army of labour” to be drawn upon to
supply the needs of a rapid industrialisation programme. It is again
the earning and spending habits of the rural agricultural population
which make the marginal or even structural alterations in the
demand for non-agricultural commodities ond hence in their produc-
tion. It is agriculture which offers the largest scope for the utilisation
of unutilised indigenous resources and it is agricultural production
which will largely influence the pattern of imports and exports and
hence the nature of the forcign-exchange problem. Above all, it is
in the field of agriculture that the output-investment ratio is likely
to be the maximum in case nature does not foil the frantic efforts of.
man. In view of these large number of credits in favour of agriculturer
there are some development theoreticiuns who hold that India could
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have a prosperous economy on the basis of a thriving agricultu;ﬂ:
sector, even though the industrial sector be minor in comparative-
terms. It is also argued that the heavy sacrifices which the common-
people are made to undergo today because of the emphasis on a heavy"
progtamme of industrialisation and the consequent inflationary”
Ppressures generated during the period of gestation of the investment
programmes could be easily avoided by shifting the emphasis from -
industrialisation to agriculture. In any case, there is no denying the-
fact that the destiny of our country largely hangs by our agriculture.

The allocation to agriculture as envisaged by the plan under
the heads of agriculture, minor irrigation, major and medium

irrigation and community development is shown in the “following:
Table :

(Rs. crores)
group public sector private total
investment investment
1. agriculture, minor
irrigation and
community develop-
ment 675 800 1475
2. major and medium 3
irrigation 640. — 640 .
2115

Of the total investment outlay of Rs. 10,200 crores in the public
and private sectors together, Rs. 2115 crores have been directly
allotted to the development of agriculture— this works out to slightly
more than 20% of the total. In view of the significant role which
agriculture is expected to play, an allocation of only 207, of the
total investment outlay to agriculture appears rather too small. This
line of reasoning, howcver, would nit be warranted if one takes a
view of the problems confronting our economy in a correct perspec-
tive and apprecia'es the close complementarity bebwern the develop-
ment o industries and the growth of agri. ulture. To consider tne
problems of agriculture in isolation is likely to lead to misleading
conclusions. For instance, the requisites for the growth of agriculture
such as the extension of irrigation facilities, soil conservation, dry
farming and land reclamation, supply of fertilizers, provision of
adequate transportation facilities to enable disposal of surplus
agicultural produce etc. hinge largely on the development of the
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industrial sector of the economy. The point which-we are trying to
make is that the development plans of agriculture could not be
adequately accounted for merely in terms of the proportion of the
aggregate investment outlay allocated to sagriculture. Most of the
agricultural requisites are likely to come from outside of the agricul-
tural sector of the economy and hence, the allocations made to the
non-agricultural sector would have decisive influence on the develop-
ment of agriculture.

It is also’seen from the plan proposals that agriculture would
eontinue to be the biggest single segment of the private sector of the
econamy and in view,of the scattered nature of farming, development
of agriculture has to be dcne more by direction than by dictation.
With characteristic individusl farming practised by most of the
Peasant- proprietors, agriculture is likely not to lend itself to over-all
Planning in order to ensure the due fulfilment of the targets set for
the production of different crops. It is doubtful whether the objects
of the plan agree in toto with the incentives which motivate the
farmer’s behaviour. A divergence between {he two is not ruled out
a8 i8 evidenced by the experience of the second plan which has
revealed many cases in which farmers diverted to the production of
commercial crops, fertilizers, water, pesticides etc. which were made
available to them for the specific purpose of augmenting the
production « f food. Tt is difficult to Dbelieve that agriculture under
the governance of millions of families with millions of individual
plans would proceed on the lines on which it is expected to develop
by the farmers. It is, perhaps, for this reason that the planners are
anxious to co-operativise agriculture as rapidly as possible so that
the business of farming may be reduced to & smaller numher of easily
manageable co-operative units. It is also because of the impossibility
of bringing agriculture under the penumbrn of over-all planning, that
the chief execution agency for the agricultural plans is expected to be
the local institutions like the village panchayat, the block pancha-
yat and the zila parishads (district boards).

The plan_visualises an increase in agricultural output of 30-3,%
of that which is estimated for the year 1930-i1, over the five years

of the third plan and some principsl targets for different commodities
are as tollows :—



commodity

foodgrains

oilseeds
sugarcane
cotton
jute
-<€oconut

arecanut

cashewnut
pepper
cardemom
lac
tobacco
tea

coffee

rubber
all commodities

(67

unit = production
in
1958-59
million
tons 735
" 70
. 72
,» bales 47
o 652
million
nuts 4455
thousand
tons 85
" 69
”» 26
" n.a.
” 33
" 263
million
1bs, 716
thoueand
tons 44
” 25

. expected  target .' %
production of  increase
in 1960-61 production

in 1965-66
750 100-105  33-40
72 9:-2-9-5  28-32
7-2 9-0-9°2 25-28
54 72 33
55 6'5 18
4500 5750 28
93 100 8
73 160 106
29 30 3
2:26 2:62 16
50 62 24
300 325 8
725 850 17
45 80 78
264 45 71
— — 30-31

These targets are sought to be achioved on the basis of the
village production plan which would pay particular attention to

1. ““full utilisation of irrigation facilities, including maintenance
of field channels in good condition by the bencficiaries,
economy in the use of water and increasing the area under
multiple cropping,

2. multiplication in the village of improved seed and the supply
on credit to those who are not in a position to pay in
advance,

3. supply of fertiligers,

4. programme for composting and green manuring,

5. adoption of improved agricultural practices, e.g. soil conser-
vation, contour-bunding, dry farming, mixed farming,
plant protection, etc.,
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6. programme for new mfndr irrigation works to be undertaken
in the village, both through community participation and”
on an individual basis, and

7. progrumme for the introduction of improved agricultural
implements.” (page 156).

With the extension of community development programme to
sll the villages of India by the end of the third plan, the removal of
institutional obstacles, the development of co-operatives, the
devolution of authority to the local authorities, the emphasis on the
extension of scientific methods of cultivation, the intensification of
state efforts to provide some of basic requisites of agriculture, the
increasing plan consciousness in the countryside etc. are all measures

calculated to ensure the fulfilment of agricultural production targets,:
if nature is not unduly harsh.



CHAPTER 12
LAND REFORM AND THE THIRD PLAN

Unless there is a congenial institutional set up in the agricultural’
sector of our economy, the proposed goal of raising agricultural pro--
duction during the third plan, by 30-33 per cent over the targets
achieved by the end of the second plan is likély not to be adequately
realised. Among several conditions the fulfilment of which alone
could fairly well ensurc the realisation of the targets set for agricultural
output, by far the most important appears to be the relationship of
the tiller of the soil to the land that he cultivates. Prior to the
institution of landreforms during the first and the second plans, over
half the land cultivated in our country was under the tenancy system
of cultivation in which the actual cultivator had no locus standi on the
and that he cultivated excepting for about half the share of the
crop, the remaining portion going to the owner of land. Sub-infeuda-
tion and the interposition of o number of intermediaries between the:
tiller and the state led to many malpractices chief among which
might be reckoned rack-renting, insecurity of tenure, lack of adequate
incentive for investment on land due to the tenant’s feeling of
uncertainty about his being able to continue on land, diversion of
pos: le savings to satisfy the craze for conspicuous consumption on
the part of the landed gentry, and in general ineffic’ency of cultivation
which adversely affected agricultural production. The land reforms.
which have already been brought into force seek to eliminate alk
elements of exploitation and social injustice within the agrarian system
and to provide security for the tiller of the soil. Most of the rent-
receiving tenures have been abolished and with regard to the minor

tenures left so far, there has been a considerable regulation and the
scaling down of rents, The most important of all reforms, however,
is the conferment of ownership rights on certain class of tcnants.
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“There is, however, no easy solution for the agrarian problems of India
in view of the fact that there is too much of overcrowding on land
-due to the rapidity of growth of population and the grossly inade-
-quate opportunities for employment in the non-agricultural sector
-of the economy. There is the problem of a large number of landless
Iabourers whose conditions are reported to have deteriorated recently
-according to the findings of the Second Labour Enquiry Committee
Report (1957-58). It has to be realised that land-hunger is too great
to be satisfied in the situation of our agriculture with great masses of
people scrambling for tiny bits of land in order to eke out a living.

In general, the object of tenancy reforms in our country has
been to create a class of owner-cultivators who have a feeling of
unquestioned security on the land that they cultivate and who
-consequently could put in the best of their efforts to improve
agricultural productivity., A class of self-reliant and hard working
peasant proprietors are expected to contribute their best to the
improvement in agricultural productivity. This, however, is & partial
.solution of the problem and that too for a short while because, it
in no way helps in the elimination of the discrimination agninst the
landless labourers™; nor does it give any reason as to why rights
-of ownership be conferred on a particular set of people, let alone the
question of adequate compensation being paid to the former owners
-who are deprived of their means of livelibood. The land reforms as
they have been executed so far have shown a particular discrimination
in favour of a certain el-ss of tenants who wield a considerable
political influence by virtue of their importance in throwinga
‘particular party into power. The lesser tcnants and the landless
labourers who are mostly the members of scheduled castes and
-scheduled tribes have not been given a fair deal and there does
not seem to be any chance for them of ever becoming cultivators on
their own. The only way open to these perple is to move out of
agriculture in search of occupations in the small scale and cottnge
industries or elsewhere in the urban areas in favour of the least
skilled of menial jobs in order to make a living. Contequently, the
claim made by the draft outline of the third plan that the land reforms
seek to assure ‘“‘equality of status and opportunity to all sections of
-of the rural population’” appsars to be completely ill-1ounded.

Be it what it may, the next point to consider is how far the
system {lat has been Lrought into cxistence bids fair to deliver the



(61)

goods. It is truo peasant proprietors are likely to work much hz‘mrdt-ar
when they acquire a sense of security and a fair dea! and this is
likely to improve agricultural productivity. It is also likely that the
phenomenon of the backward sloping supply curve of labour might
induce some of the former tenants not to work hard but be sclf-
complacent with the increased share of thec normal produce, over
which they now have a command because of the reduction in the
share of the landlord. Should such o thing come to pass, there
might actually be & fall in output due to the slackness of the
cultivators. The volume of investment on land is also likely to fall
owing to tho lack of investible funds with the average cultivator and
the elimination of some of the enterprising landlords as well along:
with the indolent idlers. There also has been a considerable shrinkage
of credit facilities with the restrictions which have heen imposed on.
the money-lenders who in accordance with the findings of the Rural
Credit Survey Reports used to satisfy nearly 70% of the credit.
requirements of the farmers. In the context of the land reforms of
our country, all those are relevant considerations which have to be
accorded a due weight in interest of securing maximum agricultur.l
productivity during the third plan period.

The draft outline of the third plan observes : “The main task
during the third plan will be to complete as carly as possible the
implementation of policies evolved during the second plan and
embodied in the legislation which States have recently undertaken
in pursuance of the accepted policies.” (p. 94, para 98). It is also
proposed to consider the subject more fully in the final report on the
Plan when the suggestions of the Panel on Land Reform and the
views of the State Governments would also be available.

The third plan would not be much bothered about the problem
of rent which is more or less solved and all that needs to be done in
this respect is that laws already passed should be strictly enforced.
What is required is not fresh legislation but enforcemeat of the ones
already passed. For instance, it is seen that there has been a large-
scale ejectment of tenants in many States under the guise of
“voluntary surrenders’’ and thus, the law providing for the security
of cultivators has been circumvented and rendered ineffective in a
legal way. It should be the task of the third plan to take up all such
mala fide transfers and restore the lands back to the tenants. It is
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:also essential to see that tenants of non-resumable lands are made the
owners as early as possible.

Laws about the imposition of a ceiling on land-holdings have
.already been passed by many of the States and this measure apart
“from the achievement of some egalitarian ends is expected to lead to
‘intensive enltivation in so far as the possibilities for extensive
-caltivation are reduced. (The same measure needs to be applied to
urban housing property which now goes totally Seot-free). The land
-obtained after the imposition of ceilings is to be given to co-
-operatives.

‘ The reforms would succeed to the extent that they induce the
farmers to work harder, invest more, save more snd consume the
minimum for efficiei.cy. In view of the complexity of the situation
ond in view of the fact that land reforms touch only a fringe of the
problem, there is a great nced for complementary measures to be

-enforced if the targets set for agriculture are ever to be realised.



CHAPTER 13
VILLAGE AND SMALL INDUSTRIES

Ours is a country with an abundance of unskilled labour and
a comparative searcity of capital-resources and organisational ability.
Placed as we are in the pre-industrial state of under-development,
quite a proportion of our human and natural resources remain
unutilised,  under-utilised and this accounts for the exceptionally
low level of our national income and the consequent appalling poverty
and low levels of living for the masses of our p2ople. Regardless
of whether we deem it desirable or undesirable to emulate rapid
large-scale industrialisation of some of the western countries, the
Poattern of our plans for the cconomic development of the country is
bound to be conditioned by the fact that there is a great scarcity of
capital and an abundance of labour, equipped with neither the high
levels of health and skills of the west, nor spear-headed with a class
of dashing entrepreneurs who take the initiative in organising the
production and distribution of a variety of commodities. Given the
state of over-populated under-development, we are constrained to
design such schemes as would lay the greatest emphasis on the fuller
utilisation of unutilised manpower and provide employment to the

largest number of people with whatever investible resources are
made available.

In other words, the employment-capital ratio ought to be the
maximum in order to create more and more of employment oppor-

tunities. The importance of achieving this objective could be
appreciated when we remind ourselves about the magnitude of the
‘volume of unen, ployment and under-employment whether open or
disguised, which we find in our country. It is well known that we
have failed to achiecve the employment target sought to be achieved
by the end of the second plan. As against the target of creating
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employment opportunities for 8 million workers, the expected
achievement is estimated to be only 6 millions and taking into consi-
deratidh the large accretions to the labour-force which must have
been made year after year, the problem of unemployment in the
country is bound to be acutest in the course of the third plan. The
amount of frustration and moral debasement which enforced idleness
causes to the physically and mentally sound young men of our
country due to enforced unemployment is too well known to need
acy emphasis. The impact of our development plans would not
penetrate to the lower strata of our society unless actual achievements
filter down to them in some visible form or the other and one of the
best ways of creating a consciousness about our development schemes
“is to provide increasing employment opportunities,

The need for the promotion of development of village and
cottage industries arises out of the fact that that is the only way to
create adequate employment opportunities, with the minimum of
capital. In other words, our capital can be made to go the longest
only when the capital-employment ratio is the minimum and this
ratio is likely to be the minimum in the case of village and cottage

industries.

There is one more point to be noted before we come to the
actual proposals in the third plan. This is the question of producti-
vity. It is often argued that employment is not an end in itself
but it is only a means to achieve the goal of increased productivity
in order to augment the supply of goods and services which is basic
to the objective of raising the levels of living of the people at large
and the point is to examine how far this objective is likely to be
fulfilled, if our emphasis be on the promotion of village and small

industries.

The conflict between employment and productivity arises out
of the supposed greater productivity of the capitalistic round-about
methods of production and hence, it is argued that those techniques
of production should be employed which would provide the greatest
of production, regardiess of what happens to employment. This
a,rgume?w is really very powerful and difficult to refute merely on
economic grounds, But the snag of this lino of reasoning lies in the
fact that there is no evidaice to prove that the total production
ohtained by a large number of decentralised small units is in any way
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less than what is likely to be got out of a few big units which absorb
the same amount of capital as done by several small units.' Without-
sacrificing production, we can choose a variety of village and small
industries, which can ensure a low capital-employment ratio and a
high output-investment ratio which alone would serve the interests.
of the community.

The third plan proposals would be guided by the following prinei--
ples as laid down by the draft outline of the third plan :—

(1) “the relative contributions of small and large units in
meeting the growing requirements of the community will
be defined as part of common production programmes for-
various industries ;

(2) small units will be assisted to improve their organisational
and technical efficiency ; and

(3) artisans and croftsmen will be helped to organise on co-
operative lines, especially in the rural arcas.”

The help visualised to be extended to village and small scale:
industries will ““take care of the various requirements of the rural arti-
sans and craftsmen, namely, adequate facilitics for training, provision
of credit under an easy procedurc and at reasonable ratcs, technical
assistance provided through extension services and common service
facilities, supply of improved tools, facilities for purchase of raw
materials in short supply, assistance in the marketing of gnods through
sales depots and purchase of Government stores and, where necessary,
construction of worksheds.” It is secn that this is quite a compre-
hensive programme which needs a large amount of investment. The
total allocation to the development of village and small industries out
of public funds, in the course of the third plan is of the order of
Rs. 250 crores and in addition, the total private outlay is expected tt
be to the tune of Rs. 275 crores, bringing the total to Rs. 525 crores..
The third plan public outlay is going to be distributed as under :—
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second plan third plan
(anticipated (tentative
expenditure) allocations)
(Rs. crores) _
handloom and powerlooms in .
the handloom sector é21 360
khadi, Ambar khadi and village
industries 805 89-0
small scale industries and indus= .
trial estates 563 107-0
handicrafts 53 80
sericulture 38 70
coir industry 2:0 30
total 1800 2500

The third plan visualises the establishment of 300 new industrial
estates and hence, the allocation to small scale industries and indus.
trial estates comes to as much as 439, of the total of Rs. 250 crores,
The handloom secior, including powerlooms in the handloom sector,
has been allotted Rs. 36 crores. Out of the 13000 powerlooms
sactioned to be installed so far only 3500 have been actually put up.

The principal physical targets for the third p'la.n are as follows ;—

unit 1960-61 1965-66
handloom million yards 2,125 7
powerlooms ’ 1 405 l
others » JI
khadi i |} 3,500
traditional ' 48
Ambar ’ 32
2,6 0

raw silk noillion 1bs. 37 50
jndustrial estates no. 60 360
powerlooms to be installed in

the handloom sector no. 3500 13 000

The village and small scale industries have elready made a re-
markable progress under the first and second plans, especially because
of the growing demand consequent upon rising incomes, This process
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could confidently be expected to intensify in the course of the third
plan because of the enormous outlay of Rs. 10,200 crores. In order
to hold the likely or almost certain inflationary forces under control,
it is essential to augment the supply of a viriety of commodities and
the village and small scale industries could be expected to play a
decisive role in this direction.



CHAPTER 14
THE PROGRAMME OF INDUSTRIALISATION

The third plan proposes to launch on a heavy programme of
industrialisation, with the total outlay envisaged for industrial
mﬁ;ern.l schemes being as much as Rs. 2500 crores net—Rs. 1500
grorcs in the public sector and Rs. 1000 crores in the private sector.
In addition Rs. 525 crores are expected to be expended on the
development of village and small industries——Rs. 250 crores in the

ublic scctor and Rs. 275 crores in the private sector. Thus, of the

lanned investment outlay of Rs. 10,200 crores over the third plan,.
the allocation to industries, big and small comes to Ris. 3025 crores.
The proposed oullay on the generation of power in Loth the sectors
together comes to Rs. 975 crores—Rs. 925 crores in the public sector
and Rs. 50 crores in the private sector. Transportation and commu-
pication have been allotted Rs. 1650 crores—Rs. 1450 crores in the
public sector and Rs. 200 crores in the private sector. The total
outlay on power, transportation and communication works out to Rs.
2625 crores. The agpgregate outlay on the development of power,
transportation and communications, village and ¢ma 1 industries and
heavy industries and minerals adds up to Rs. 5650 crores which is
more than 55%0f the total outlay of Rs. 10,200 crores, envisaged to
be undertaken over the third five year plan.

Two things prominently emerge out of the allocation-pattern as
visualised by the third plan—(a) There is going to be a revolutiona-
ry change in the role played by the industrial sector of our economy
egpecially with regard to the contribution made by industries to the
national income and (b) the public sector is rapidly extending its
tentacles into many a key and strategic field and our economy is fast
moving towards the socialistic pattern of society, in the well organis-
ed sector of big industries the state playing an increasi gly important
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role. The state proposes to have almost monopoly i: the field of
power, transportation and communications and so far as the big
industries are concerned, the outlay in the public sector is one and
a half times the outlay in the private sector. In spite of such a heavy
programme of industrialisation, the occupational structure is likely
ot to record a significant change in the sense that the proportion of
the labour-force employed in the industrial sector of the economy
would continue to be comparatively small. As a country advances
from the pre-industrial economic situation of backwardness to a stage
-of growth, the proportion of labour employed in the primary sector
of the economy gradually declines and in fact in all the advanced
-countrics of the w rld only a minor portion of the workers would be
~e.m'ployed in the primary sector of the economy. There is an over=
Tiding necessity for the occurrence of the same phenomenon in our
‘economy as well in view of the tremendous pressure of population
on land.  With the marginal contribution of quite a big proportion of
the workers on land being nearly a naught, the third plan is expec-
’f»ed to lay strong foundations in order to stimulate a rapid process of
mdUS:trialisation over the plans to come so that there could be &
growing transfer of labour to the secondary and tertiary sectors of the
©conomy. This process of rapid industrialisat'on should also be
.hel.pful in securing some freedom from the law of diminishing returns
'.W}“ch !ﬂ-!‘gely accomnts for the low productivity of our agriculture.
The objectives as set forth in the draft outline are as follows :—

by th;"];llre in.(il'xstrinl plan for the period 1961-66 has to be governed
A e:;;l( ing need to lay tl}e foundations for 1apid industrialisa-
. e next 15 years, if long term objectiyes with regard to
na‘leonal income and employment are to be achieved. From this
Toint of view it is essential to press forward with the establishment
«of basic capital and producer goods industries—with special emphasis
‘on machine building programmes—and also with the acquisition of
the related skills, technical know-how and designing capacity, so that
n the following plan periods the growth of the economy in the fields
of power, transport, industry and mineral production will become self-
‘sustaining and increasingly independent of outside aid.”  (p. 204)

The emphasis is placed leavily on the development of the
<apital goods sector of the economy and the removal of inhibiting
fuctors to rapid industrislisation. It could be well appreciated that
the development of machine building industry is the very foundation



(70)

- far rapid industrialisation. Immediately, however, this is likely to
mvolve two disadvantages : (2) The allacation.to the product,lon af
.¢onsumer goods industries would be smaller and (5) the employ-
..ment-investment ratio is also likely to be adverse.'

v The demand for consumer goods is bound to increase with the
- enormous outlays expected to be undertaken during the third plan,
-with the normal positive income-elasticity of demand, especially for
.the working classes. The supplies, however, are not expected 2
. come forth with the same strength as the increase in demand beca.us.e
-of the smaller allocation to the consumer goods industries. There is
‘likely to be already quite o big pent up demand, left unsatisfied and
if this be so, we are in for further inflation in the country. Restriction
of unnecessary consumption would be as much necessary during the
-third plan as during the first. It secms there are built in inflationary
Ppressures in the very womb of the third plan and unless these arc held
‘in check the estimates made about the cost of the various schemos
are likely to beupset, as it happened during the second plan, especially
‘to the iron and steel industry. The probability of the inflation-
ary pressures being brought under control, rests to a very large exten
-on the success of the plans for the development of agriculture ins»
far as it is agriculture which provides most of the wage-goods.

The distribution of outlay over various heads illustrates the
emphasis on the capital-goods sector as follows : —
inaustrial group investment in1961-6
(Rs. crores)

1. metallurgical and engineering
‘ industries 1200
2. chemical and allied industries
(heavy chemicals, fertilisers,
drugs, plastics, dye-stuffs,

cement, paper etc.) 650
3. textile industries 125
4. food industries g
5. minerals 405
6. miscellaneous (including town.

ships and housing colonies for
Government industrial Projects) 45

2500
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The weightage given to metallurgical and engineering industries
and chemical and allied industries reflects the anxiety of the planners
to provide the basic essentials for rapid industrialisation over the
Plans to come.

The fixation of priorities has been done on the following consi-
derations as given by the draft outline (p. 206) :

1. “Completion of projects envisaged under the Second Five
Year Plan which are under implementation or were deferred during
1957.58 owing to forcign-exchange difficulties.

2. Expansion and diversification of capacity of the heavy
engineering and machine building industries, alloy tool and special
steel, iron and steel and ferro-alloys ; and’ step-up of output of
fertilisers.

3. Increased production of major producer goods like alumini-
um, mineral oils, basic organic and inorganic chemicals and inter-

mediates.

4. Fuller utilisation of existing installed capacity and production
or where by multiple shift operation it is possible to economise
Investments and achieve better output-investment ratios.

5. Increased production from Pdomestic industries of commo-
dities required to meet -essential needs like cssential drugs, paper,

cloth, sugar, vegetable oils and housing materials".

Should all the industrial schemes as envisaged in the third plan
come to fruition as most of them are likely, we shall be in a position
for the first time in our history to break the barriers to growth and be
on the march towards becoming one of the first-rate industrial powers
of the world. We shall have a peep into the possibilities for a ‘take off”
into self-sustained growth in the concluding chapter to follow.



CHAPTER 15
FOREIGN TRADE AND THIRD PLAN

Trouble has been long brewing in the sphere of the foreign trade
of our country owing to the pressures generated by the pangs of
rapid economic growth necessitating large scale imports of basic
capital goods, raw materials, chemicals and a variety of other
commodities. The latter are required to build up our own industries so
that in future we could produce as many import-substitutes as
possible within tho domestic economy and also create a large measure
of export-surplus after allowing for the satisfaction of internal con-
sumption requirements which also keep on growing with the
rising internal incomes in ourextensive home-markets. It has
been estimated that for the first four years of the second plan
imports have averaged Rs. 1050 crores per year while exports have
bepn around Rs. 610 crores per year. This sort of situation can-
not obviously continue for long and we may have to reduce the size
of the third plan due to a foreign exchange crisis us happened with
the sccond plan in the year 1958-59 when we had to prune the plan
to its core und rephase some of the projects in keeping with the
availability of foreign exchange resources. Thus forewarned as we
have been, we have to be forearmed as well to face the consequences
of a plan of the magnitude of 10,200 crores over the coming five
years. We must also remember that loans outstanding which fall due
for repayment to foreigners during the third plan come to no less
than Rs. 1000 crores and this bids fair to aggravate the foreign
exchange problem during the third plan unless we receive a clean
gift of substantial aid from some important country like the U. 8. A,
In order to be sure that we would not allow ourselves to get involved in
serious troubles, we have to keep on harping on the slogan *“Maximise
exports, minimise imports” and take all possible measures in the
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direction of further restricting imports and liberalising exports so
that gop between the two would be narrowed down to the minimum,

Ungvoidable.

Minimisation of imports is possible only if we concentrate on
the indigenous production of things which we have been importing
80 far and to the extent we succeed in producing import-substitutes
Within the country there is a greater chance for our plans to succeed.
If the pattern of our development schemes be such as to encourage
the utilisation of indigenous products, the need for imports is
likely to be reduced to the minimum. There has already been a
¥reat scarcity of some of the imported consumer goods in the country
and all the same, the need for further restriction on the imports of
Bome of consumer goods is unavoidable in view of the great need for
importing other goods essential for building up our industries. All
the same & purely negative policy of restricting the imports may by
itself be a scrious obstacle to the growth of our economy. The crucial
Point, is to stop the importation of non-essential commodities and
€ensure the importation of all such commodities as are crucial to the
growth of our agriculture and industrics. In order to ensure adequate
imports of essential commoditics we have to export as much as possible.
But commercial policy in the external sphere must be directed to-
‘wards the promotion of exports on as large a scale as possible in the
third five year plan. The aim set by the Planning Commission is to
8secure a balance on external account within a period of ten years or
so.

The Government of India has already taken a number of
Imeasures in order to promote exports. The removal of quota restric-
tiong, abolition or reduction of export duties, simplification of customs
Procedures regarding the importation of such commodities as are
required for the manufacture of export goods, allocation of raw
‘materials especially to export industries and extension of special
facilities to the transporation of goods meant for export are some
«of the instances in point.

In order to facilitate organisation of exports, eleven export
Ppromotion councils have been set up. Their function is to suggest
measures for market research and improvement of techniques and to
adapt production to the requirements of overseas markets. Jxpor-
ters’ associations also have been formed in several fields, and Commo-
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dity boards such as the. Tea Board, the Coffee Board, the Coir Board
etc. have been rendering valuable service in the direction of promo’éin_gi
‘exports. In addition the government has set up an exports promotion
advisory council whose main duty is to assist the exports. In order
to diversify export markets, trading agreements have been
cconcluded with 25 countries. We have also been actively participat-

ing in a number of international exhibitions in order to populu.rise-
Indian goods abroad.

One of the most important measures in the direction of promo-
ting exports has been the institution of an Export Risks Insurance
Corporation which was set up in 1957 with a view to encourage exports
on credit terms as well as to explore new markets. The setting up
of the State Trading Corporation in the course of the sccond plan has
been greatly helpful in organising exports, and securing a good price
for our exports. A large number of competing exporters are likely to
weaken their bargaining strength which if vested in a single body
like the State Trading Corporation is likely to confer a great benefit-
on our country by increasing our export earnings.

For purposes of the third plan it has been assumed that exports
will increase progressively from an average of Rs. 602 crores during
“the period 1956-57 to 1958-59, to an average of Rs. 690 crores during
the third plan period. Over the third plan as a whole total exports
are expected to come to Rs. 3450 crores.

It is « plain fact that we have to produce on a large scale in
order to be able to squeeze out the marketable surplus for purposes
-of exports. More of production could hardly be feasible unless a good
proportion of our investment is directed into those channels which
are contributing to the building up of an export surplus. Even if
production increases on a large scale, there is no guarantee of an
export surplus unless domestic consumption is restrained to allow the
emergence of such a surplus. There are many commodities which
are required for consumption both at home and abroad. For instance,
tea, coffee, vegetable oils, pulses, fruits, vegetables, cotton, tobacco
etc. could as well bz consumed at home, if the prices be allowed to fall
a bit by restricting exports. Al the same, we have to impose hard-
ships on our people in order to ensure export earnings. Apart from
our traditional exports, we have also to think of exporting a number
of engineering goode, such as diesel engines, electric motors, pumps,
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sewing machines, household electrical equipment and appliances:
like air-conditioners etc.

The question of promoting exports is not merely a question of”
producing more but also a question of producing at competitive cost.
The buyers abroad will obviously look for commodities of good quality-
and at a highly competitive rate. Itis a question of standing com-
petition in the world market.

In this connection, we have to note the fact that our prices.
have been ever rising under the infationary pressures generated by |
the encimcus outlays under a planned programme of development.
According to an ecstimate made by the Reserve Bank, the value of”
our currency has already gone down by 309, since the commencement.
of our plans. This means that those who buy the Indian rupee at a
given exchange rate buy less in real terms and should this tendency
continue long, it might as well lead to a loss of faith in our currency
and this in turn is likely to affect adversely our external trade. Stabi-.
lising the internal prices is as much vital for ensuring our exports as.
for the smooth development of our economy,

Given an appropriate investment policy, price policy and fiscal
policy, there is reason to believe that we should be in a position to-
overcome the hurdle posed by the foreign-exchange crisis. We have
alrcady been sceing some improvement in our exports and if tenden-
cies built are not to be allowed to slacken, we have to exercise
further vigilance in permitting only those imports which are unavoid-
ahle and try every nerve for the promotion of exports.



CHAPTER 16
A “TAKE OFF" INTO SELF-SUSTAINED GROWTH

A highly exciting question which emerges out of a study of
the planned programme of economic development of our country
cover the decade 1951-61 is the probability of our being able to
daunch a “take off” into a period of self-sustained growth by the end
of the third plan. This question has been agitating the minds of
economic historians and theoreticians all over the world and pre-
dictions have already been made by some of the keenest of critics
that India should be in a position to break off the barriers to growth
oand manage to arrive at the stage of a take off into self.sustained
-growth by the end of the third plan. This prognosis needs to be
examined in detail with a view to sift the factual evidence proffered
in support of an optimistic prediction.

Tt might be recalled that Prof. Rowstow divides the economic

history of some of the advancec countries of the world into five
stages—(a) the pre-industrial stage in which there is a predominance

-of the primary subsistence sector, (6) a preparation for the take off—a
stage in which communities build up their propensities in such a way
as would be conducive to the “take off”’, (¢) the take off proper in
which the productive capacity of the community registers a distinct
upward rise, (d) the stage of self-sustained growth in which the
-economy keeps on moving forward and (¢) the age of mass consump-
tion. The point at issue which we need to examine is whether India
would be in a position to emerge out of the pre-industrial subsistence
position and complete the preparation for a take off into self sustained
growth by the end of the third plan. It must be remembered that
the central point on which the concept of the ‘take off” is founded
is the rate of savings and the rate of investment—the rate as a pro.
portion of the national income, which makes it possible for a given
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economy to afford to its members a rising per capita income. Em-
Pirically, it is observed that growing econcmies save and invest at.
leagt 12-15 per cent of the national income whereas under-developed
stagnating economies save and invest 5 perlcent or less of their-
national income which enables them just {o maintain themselves at

the subsistence level. The break away from the pre-industrial situa-

tion comes about when there is a distinct improvement in the capa-

city of the community to save and invest and through the

Process of increased savings and investment raise the national income, .
faster than the rate of growth of population which alone could ensure

& rise in the per capita incomes. We have Lo examine, therefore, whether-
India would be in a position to raise the national income faster than

the rate of growth of population, by raising the rate of savings and

the rate of investment to around 15 per cent of the national income

be the end of the third plan, so that there might be a visible change

in the per capita income.

The third plan is an important landmark in the historv of"
planning in India and the achievements of this plan would have a
crucial significance in shaping the future prospects of development,
“The first plan presented a picture of cconomic growth over the thirty
year: between 1950-51 and 1980-81. On certain assumptions con-
cerning the rate of growth of population, the proportion of the increase
of national income which could be ploughed back into investment at
each stage of development, and the return by way of additional out-
put on the investment undertaken, it was envisaged that the level of
national income in 1950-51 could be doubled by 1%71-72 and that of
per capila income by 1977-78. TIn the light of the experience gainer
during the first plan, the carlier projections and assumptions were
reviewed in the second plan, which suggested that in relation to 1950-
561 the doubling of the national income might be achieved by 1967-68
and of per capita income by 1973-74. Another important objective
to be achieved by the end of the fifth plan was the reduction of the
proportion of the population dependent on agricutture from the present
level of about 69 to 70 per cent to about 60 per cent.” (p. 4).

The point to notice is that we have to wait till the middle of
the 4th plan (1967-68) for & doubling of the national income over
the base of 1951-52 and the middle of the fifth plan (1973-74) for
& doublii g of the per capita income. Over the last decade the total.
increase in the national income has been of the order of 42%—18Y,.
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Aduring the first plan and 20% during the second plan. The )
-third pla,n a.izps at raising the national income by 259, over the quin-
quennial period 1961-66, leading to an annual rate of growth of 5%.
Over the 15 years from 1951-66 covering three five year plans our
-national income would have risen by 809.

This is an impressive preformance in absolute terms, though.
there are examples of countries with a much better record of per-
formance. The point, however, is how far this rate of growth will
.enable us to realise the ambition of coming to a stage of self-sus-
tained growth. It has to be realised that start as we did at an
-extremely low level of income at the commencement of the first plan,
even a doubling of national income by 1967-68 would not make a
very significant difference to levels of living of the people at large.
‘Over the last ten years national income has gone up only by 20%
and per capita income by 16%. Agricultural production has gone
up from 100 in the year 1949-50 to 135 in the year 1960-61, where-
_as industrial production records a rise of 51 per cent over the base of
1951. As against the annual rate of growth of national income of
about 4%, over the last decade, the rate of growth of population has
been of the order of nearly 2 per cent and thus the net rate of growth
.of the economy has been only 2 per cent which is by no means signi-
ficant. By the end of the third plan our population is expected to
rise up to 48 crores from the 43 crores estimated for the year 1961.
.Over the third plan period the annual rate of growth of the national
income is expected to be of the order of 5%, as against the rate of
growth of population of approximately 2:59,, which leaves a met
-rate of devclopment of only 2:5%, per annum as compared with the
net growth of 2 per cent during the second plan. In view of the fact
that the net rate of growth is extremely slow as is evidenced by the
_statistics provided by the Planning Commission, it is highly doubtful,
how far we shall come to the stage of the take off by the end of the
.third plan,

The most important hurdle to economic growth has been the
enormous increase in population from 362 millions in 1951 to 431
millions in 1961 and by the end of the third plan, it is expected to
grow to 480 million. It is mainly for this reason that the ratc of
gavings in the economy is not coming up to the expected levels owing
to the increasing consumption requirements ol a growing population,
_albeit at the subsistence level. As it is we have been experiencing
.great inflationary pressures because of the gap between real savings
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m\_u‘i money-investment and if the present trends be any indicator,
it is doubtful whether we shall be in a position to raise the rate of
savings from the estimated 11% by the end of the second plan to
1{1'% by the end of the third. The success of our economy in mobili-
sing savings of the order cnvisaged depends largely on' the behaviour
of agriculture because agriculture is capable of throwing up a surprise
as it happened during the first plan. If the climate for crops be not
particularly inclement, we can hope for a better performance and our
industrial targets as well may come on par with the expected targets.

_ What, however, comes as a soothing redemption is the thought
that our achievement in the field of iron and steel, machinery and
chemicals has been remarkably striking. Over the past decade the
production of iron and stecl has gone up by 63%, that of machinery
by 326% and that of chemicals by 1149, and the third plan has a
heavy programme of industrialisation with the total envisaged
expenditwe of Rs. 2500 crores. By the end of the third plan, we
shall have a firmly built capital-goods sector in our economy and this
opens the way for further expansion of the consumer goods sector in
the plan to follow. This is a necessary condition for a march in the
direction of the take off but not sufficient by itself for, as is pointed
out by Prof. Simon Kuziets, what is needed for the development of
under-developed economies is not merely an abundance of material
capital bat also a good fund of human-_cnpita.] which is represented by
the health and skill (f the people. An average rise of 16%, in the
consumption standards of our people over the past decade, which
again s likely to have been particularly in favour of the urban
population, could hardly be expected to produce, the necessary
human-capital, especially in the rural areas. Our nutrition standards
and education standards are still much below the requirements of a
decent minimum and even by the end of the third plan, we are not
going to have anything like an amazing change. Our consumption
of foodgrains per capita per day is going to be only 15 ozs. of
cereals and 3 ozs. of pulses and of cotton textiles 17°5 yards per head
per year. It is also feared that we may not be able to prevent the
colossal wastage of un-utilised human resources which constantly
brings about a depreciation of human capital. We are going to have
only elementary education made compulsory for all children between
the age of 6-11 by the end of the third plan. What is required for a
self-sustained rate of growth is the right type of the human being
equipped with the necesﬁa.ry health, skills, zeal and dynamism and
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the necessary propensities and attitudes which are conducive to
economic growth. It is highly deplorable that this side of the problem

of growth has not received adequate attention in our plans of economic
development. In spite of the community development and national

extension services, the quality of the rural population, has not under-

gone any remarkable change and resistance to growth on a scientific

basis has not been eradicated to any significant extent. It is doubtful
whether we have succeeded in creating a universal plan-consciousness

throughout the country in spite of a decade of planning and the very

fact that we have miserably failed in controlling the rapid rate of
growth of population clearly indicates that the message of planning

has not made a clear entry into the hearts of the people.

If one could be bold enough to make a” prediction as to whether
Indis will or will not come to the stage of the take off into a selfs
sustained rate of growth by the end of the third plan, all that one:
oould say is that in all probability, we should be able to complete
the preparations for & take off in the 4th and the 5th plans, by the
end of the third plan. As is cautiously put by the dratt outline,
“the targets for the third plan as at present envisaged will take the
economy a considerable distance towards the stage of self-sustained
growth’”. Subject to one all important condition that we shall not get.
involved in any war with our neighbours, we should be well on tha.
way to the take off by the end of the third plan.



lerary IS, Shirrla

I

00014695




	2021_12_28_11_13_41_002
	2021_12_28_11_13_41_004
	2021_12_28_11_13_41_006
	2021_12_28_11_13_41_007
	2021_12_28_11_13_41_008
	2021_12_28_11_13_41_009
	2021_12_28_11_13_41_010
	2021_12_28_11_13_41_012
	2021_12_28_11_13_41_014
	2021_12_28_11_13_41_015
	2021_12_28_11_13_41_016
	2021_12_28_11_13_41_017
	2021_12_28_11_13_41_018
	2021_12_28_11_13_41_019
	2021_12_28_11_13_41_020
	2021_12_28_11_13_41_021
	2021_12_28_11_13_41_022
	2021_12_28_11_13_41_023
	2021_12_28_11_13_41_024
	2021_12_28_11_13_41_025
	2021_12_28_11_13_41_026
	2021_12_28_11_13_41_027
	2021_12_28_11_13_41_028
	2021_12_28_11_13_41_029
	2021_12_28_11_13_41_030
	2021_12_28_11_13_41_031
	2021_12_28_11_13_41_032
	2021_12_28_11_13_41_033
	2021_12_28_11_13_41_034
	2021_12_28_11_13_41_035
	2021_12_28_11_13_41_036
	2021_12_28_11_13_41_037
	2021_12_28_11_13_41_038
	2021_12_28_11_13_41_039
	2021_12_28_11_13_41_040
	2021_12_28_11_13_41_041
	2021_12_28_11_13_41_042
	2021_12_28_11_13_41_043
	2021_12_28_11_13_41_044
	2021_12_28_11_13_41_045
	2021_12_28_11_13_41_046
	2021_12_28_11_13_41_047
	2021_12_28_11_13_41_048
	2021_12_28_11_13_41_049
	2021_12_28_11_13_41_050
	2021_12_28_11_13_41_051
	2021_12_28_11_13_41_052
	2021_12_28_11_13_41_053
	2021_12_28_11_13_41_054
	2021_12_28_11_13_41_055
	2021_12_28_11_13_41_056
	2021_12_28_11_13_41_057
	2021_12_28_11_13_41_058
	2021_12_28_11_13_41_059
	2021_12_28_11_13_41_060
	2021_12_28_11_13_41_061
	2021_12_28_11_13_41_062
	2021_12_28_11_13_41_063
	2021_12_28_11_13_41_064
	2021_12_28_11_13_41_065
	2021_12_28_11_13_41_066
	2021_12_28_11_13_41_067
	2021_12_28_11_13_41_068
	2021_12_28_11_13_41_069
	2021_12_28_11_13_41_070
	2021_12_28_11_13_41_071
	2021_12_28_11_13_41_072
	2021_12_28_11_13_41_073
	2021_12_28_11_13_41_074
	2021_12_28_11_13_41_075
	2021_12_28_11_13_41_076
	2021_12_28_11_13_41_077
	2021_12_28_11_13_41_078
	2021_12_28_11_13_41_079
	2021_12_28_11_13_41_080
	2021_12_28_11_13_41_081
	2021_12_28_11_13_41_082
	2021_12_28_11_13_41_083
	2021_12_28_11_13_41_084
	2021_12_28_11_13_41_085
	2021_12_28_11_13_41_086
	2021_12_28_11_13_41_087
	2021_12_28_11_13_41_088
	2021_12_28_11_13_41_089
	2021_12_28_11_13_41_090
	2021_12_28_11_13_41_091
	2021_12_28_11_13_41_092
	2021_12_28_11_13_41_093
	2021_12_28_11_13_41_001

