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PREFACE 

The third plan is the most important landmark in the hist-0ry 
of India, representing as it does the proposals for a massive ,effort 
to lead the economy close to the stage of 'take off' into self-sustaincJ. 
growth in the plans to follow and the fulfilment of the pl1t11 is cx­
~ected to deal a fatal blow to the demon of poverty which has been 

. evouring the masses of our country for centuries together. For 
those who identify themselves with the_ soul of the nation, there is 
nothing more romantic and exciting t,han the grand endeavour to 
Pull ourselves out of the quagmire of wretched want a.nd poverty. 
We have already laid strong foundations for the economic develop­
ment of India in the first and t1ie · second plans and the third plan 
proposes to raise the glorious edifice of mpid inrlustrialisa,tion. In 
the Words of Shri V. T. Krishnamachari, '"The Third Five Yc-ar Plan 
represents a crucial stage-.,w .. .th&>·fuffilment of our basic social and 
economic objectives." (Introduction to the Draft Outline). It is es­
sential, thcufore, that every indivirlua,l interested in the cconomi c 
affairs of our country ought to know at least the broacl quintessence 
of the proposals embodied in the plan. 

The B. A. (Hons.) and 1\1. A. students of economics MC under 
an obligation to know the plan in its essentials much closer than th,, 
"pass" students and the best way of getting into the spirit of the 
plan proposals is to unlock the logic and reasoning which moti\-ntc thl' 
plan proposals. An cncleavour has been made in this booklet to lay 
bare the essence of thinking behind the plan-proposals, wilh a t.ot;~lly 
unbiased commentary and criticism wherever it is called for, and 
almost the whole of the plan is presented in brief in o. sPrics of 
lucidly written essays which cannot but be of immense help to the 
students of economics for their papers on Indian Economivs and 
also for the paper on 'Essay' which more often than not i,i just u 
leap in the dark. Tnc other intellectunls or our country who do not 
have the time to spa.re to go into the details of the plan proposals 
might be well ad vised to know the essentials contained in this small 
book of ours. We eru-nestly hope that this effort of ours would be 
o~ great help to the students and laymen alike and thus be of Her­
vice to the country at large. 

-AUTHOlt 
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CHAPTER I 

THE THIRD PLAN-A CRITICAL APPRAISAL 
OF THE APPROACH 

Despite a. decade of planning, India stands today a.I.most !Lt the­
lowest rw1g 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 ha.s been the age-old lot of the­
over-whelming ma.sses of people due to the economic ba.ckwardness 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 a.wfully 
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 lifo &ecure :md 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 duo to unparalleled 
poverty. People's fo.ith 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 produdion 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, economio 
11,Jld 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 ta.ken to imply (a) inducing under the auspices of 
pla.nned development a rapid rate of growth in the national income 
and (b) ensuring distributive justice to see that there is a widtt 

•Draft Outline, Third Plan, p. I. 
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cl:ffusion of benefit, especially over the low-income layers of the 

community. 

It would be wrong to construe that the goal of a socialist 
~ociety is to aim at a total extinction of private initiative and enter­
prise, as is apt to be interrretcd 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 Commitision has made it abundantly clear tho.t tl10 

socialist pattern places Epecinl emphai;is o~ the needs of small 
producers with a view to encouraging a rapid growth of the co-operativ 
sector especially in resped of agriculture, medium and small-scull' 
imlustry, trade and distribution and many fields of social services. 
The approach to the third plan could best be appreciated in tl.e 
lightJof the over-n.11 objective of establishing u. socialistic pattern of 
society which aims nt a rapid rate of economic developml:'nt, with n. 

leading role assigned to the government nnd a special stimulus 
-being giwn to co-operativirntion so that the Indian society might be 
.ahlc to derive the udvantagcs of priv,1tc initiative and enterprise rs 
well as a vigorous plannerl programme of clevcloprnent. The bash: 
-<ksideratum is to rni.,e the l~vel of per capita real income as rapidly 1·H 

po,:i;iblc ~o that- the country may get out of the strangulating thraldom 
of poverty. The third plan has been formulated keeping in view 
the basic socio-cc:onomic needs of our coi;ntry and the PlanniJJg 
•Commission has laid down clearly five of the following consideratio11s 
"'' hieh constitute the basis of the plan :-

1. "t-0 sceure cluring the third plan a rise in national income 
of over 5 per cent per annum, the pattern of investment 
being de><ignecl also to sustain this rate of growth during 
subsequent plan periods ; 

2. to aehieve self-sufficiency m 
,1griculturnl p1ocluction to 
indu,try a.ml exports ; 

foodgrairn,, and increaFe 
mPet the requirements of 

~J. to expand basic industries like steel, fuel antl power and 
estaLlish machine-building capacity, s1 that the require­
ment of further inclu~trialisation can be met within a period 
of 1 o ?rnn, or RO nrn inly from the c:onntry's own rcsourcm1 ; 
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4. to utilise to the fullest extent possible the manpower 
resources of the cowitry and to ensure a. 11Ubsta.ntia.l 
expansion in employment opportunities ; and 

5. to bring about a reduction of inequalities in income and 
wealth and a more even distribution of economic power."• 

The logic of these objectives is obviously derived from the 
need to hring 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 nationrtl income by 
5% 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 populo.tion which is expected io 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 15 years 
from 1!)51 to 1966, would be of the order of 80% over the base of 
1951. A rise of 80;,0 in the nationn.l income o,er a period of 15 yrors 
sounds pretty high and one is n.pt to be canied 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 11 poor indico.tor of the reality in .which we are placed. 
St11rting 11s 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 increased by that time from 36 crores in 
1951 to about 53 crores by th'.' 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 penetrate to the lower st.re.ta. 

of society only when there is e. significant rise in their income and 
levels of living e.nd 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 11, proper administration 

•. Planning Commission, Govt. of India, Draft Outline of the 
Third Plan, p. 11. 

••Planning Commission, Second Plan, p. 11. 
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for the country. Pessimists feel, however, tho.t even the target of 
5% rise per annum is too high in vbw of the limitations on the re­
sources which could be mobili,ed for purposes of investment. We 
have to ex1Lmine how for this feeling i3 vu.lid. It would be enlighten­
ing to compare our actual perform!LnCJ over the first two plans as well 
as the proposed performance over the third pl!Ln with the perfonnanee 
of the U.S.S.R. between 1928-37. Over this decade officially they 
claim an increase in net national inrom, from 25·0 to 96·3 billion 
"1926/27" rubles i.e. 3·85 fold or by an annual overage of 16%­
Even if one is incline,! to disb:!lieve this as an exaggeration, one c!Ln 

not brush aside objective estimates like the one made by J nsny who 
puts the rise per annum at 9· l % •. This means that we cannot 
achieve over a period of five quinquennial pluns what the Russi;,.ns 
ac~d just o,·er a decade. One could coneede 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, withiIJ. the demo­
cratic fro.me-work and the socialistic pattern of society which we 
propose to bring into existence. 

The second goal of achieving self-sufficiency in foodgrai.ns arnl 
an increase in a:~ricultura.l production to meet the requirement, of 
indn'ltry and exports is highly l,mdable. During the first plun agri­
cutural develop:n~nt received a high priority with 45% of the total 
outlay being allocated to agriculture, community dewlopment and 
irrigation and power .• There was an over-fulfilment of thl· targets 
l!et for agriculture bec·ause of the fa-tour1,ble monsoons accompanied 
by the emphasis of planning on the development of n.grieulture nnrl 
production of foodgrnirn! increased from an estimated 54·0 million 
tons in 1949-50 to 6:b'i million tons in 1955-56, an increase of 18~;, 
11s against a target of 14%. Perhaps, because of the complacency 
producCfl by the unexpected succe;;s of the first plan, agriculture 
during the serond-plan hes received a reduced shnre of the total 
outla.y-30·8% compr1smg of 11·8% to agriculture and com­
inw1ity development and rn·O% to irrigation and power. Our food 
requirements ar,• ever on the increase because of a rapidly growing 
population nml the nc:·d for improving the nutrition standard~ and 
all the E<ame as n.guinst the an-rag~ production of 75 million t-0ns by 

•At-r.i: ,un Bergson (Editor), Soviet Economic Growth, p. 5. 
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1 D60-6I, our requirements would be about a 100 million tons. The 
ga.ps have to be filled by increasing the imports in order to 11,rnid o. 

})ossible famine which would deal the greatest blow to a growing 
economy. The neecl for raw-materials originating from agriculture 
Would naturally grow with the growth of industriali~ati:,:: ,·.ll(l it is 
guorl the third plan shows an acute ttwarencss . of the issues which 
<!Onfront the country in the field of agriculture. 

The goal of rapid inrlm:trialis.ttion by 1lcvclop=:1g th•• er,pita.1-
goods industry is basic to the growth of any ec('nomy : ll< l in view 
of the fact that the nece~sary over-he.cil fn,cilities ha.Ye ttlready heen 
-ere~l<!d in the ·course of the first and the seeoncl plnus it shou~~ 
<'O.Sier for the thinl plan to sec through the logicnl consequXs 
Which inevitably follow in the wake of the development of the iron 
anl[ ~tc-el industry, accompanied by the !,'l·owth of powc r a1:d trans­
portation. With the development of the c..1.pit::.'-g:-iods sector of the 
economy, we would well be on the road to a take nff into ::. self-
1iustainetl process of grmvth. 

One of the most under-utilised resources of om· country hes 
been labour and our hopes of rural development obviously rest on II. 

T:iller utilisation of this n:;der-utili,,ed rural man-power. Skilbl labour 
~t"I Well is not.co.mpletely utilisetl. This is it colossal wastage imply­
ing a huge Ios3 • of potential productivity, a.part from the misery 
·which unemployment genera tee in society. 

Thero is every fear that the. fr.nits of growth ho.ve been accruir.g 
mainly in the hands of the well-to--<lo members of the sociclY. This 
is a. Very nnhen-lthy teulc-111 y totally antithetical to the est11.ulishment 
of a socialistic pattern of i-;ociety. It leads to distortion of prcduc­
tion in the private sl'C'lor nrnl creafrs a spirit of frustrnt icn nnor.g 
the masses. Inequalities haYe tn he pruned. 

Ry and large the third plan is in the right clircc:tion though 
som~short-coming.; He d<"'.lrly clisccrnible. 



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 toward<J 
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 HJ51, 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 barn by building the agricultural 
production capacity so as to ensure a sufficiency of food and indus­
trial raw-materials and repairing the coloErnl damage LC.LC by the 
two calamities-war and partition. The size of the first plan wal!. 
necessarily coulitioned by the pressing urgency of rehnbilitating 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, prncluction nnd 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 natio11al economy, reducing unemployment and pre­
venting the concentration of economic wealth aml power•. The 
impact of the plDns over tl:e economy could be measured in tet"ms of 
the total investment o:1tlay a.r.d fructification of investment~ ensu­
ing in the form of increasld flow cf the sLre:im of the llational inccme. 
]3oth i11vestmer:.t as well as income can l,e measurNl in money as 
wrll ns rl'!11 terms u11cl the lattrr is be3t darn, by showing thr rc-lcvunt 

6 
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I 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 aod investment of the two plaos 

Public sector outlay 
,. investment 

Private sector investment 
Total investment 

First Pla11 
1951-56 

1960 
1560 
1800 
3360 

Rs. in Crores 
Second Plan 

1956-61 
4600 
3650 
3100 
6i50 

Total 
1951-61 
6560 
5210 
4900 

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 multiplier effects. There could be unplannrd a.ml un­
intended development outside the sphere of the regular scope of the 
plans executed. All the same in view of the non-avaih~bility of 
data regarding such of economic off-shoots as were not planned for, 
we had better concentrate our attention only on the planned d~vclop­
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. I 0, l l 0 
crores comprising of Rs. 5210 crores in the public sector and Hs. 4()00 
crores in the private sector and constituting about 7% of the national 
income over the first plan and 11 % of the income over the second 
plan. °'·er the first : plan investment iu the prinite sector was 
greater than that in the) public Ecctor, being Rs. 1800 c,rores and 
Rs. 1560 rrores respectively. The second plan, however, makes a 
departure. Investment in the public sector during the secornl plan 
exceeds the investment in the priviite sector-Rs. 36;'>0 · crores in the 
public sce:tor as against Rs. :HOO crore;i in the private sector. This 
indicates :~ faster rate of expansion of the public sector in keeping 
with the i<lPal of eEtablishing a sorialistic pattern of society. Apart 
from ide:distic considemtions. the total outlay as a pruportion of 
the national income foils short of the minimum necrssary to take 
the economy on the stage lo the "take off" which implies a total 
invcstnwnt of at least 15% of 1.he 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 economy is complete with the coming 
to the close of the second plan. 

Our national income increased cluring the first pl11,n by 18% and 
over the second, by 20%. Over the decade 1!)51-61, the increase 
in the n:itional income comes to 42°/o. The incl'ease in the per capita 
income, however, !us been of the order of only 20 per cent obvioui;ly 
due to th: ~Towth of population over the cfoc;:,de hy nen.rl~- ,j crorrs. 
,,,mt the critics huve to note in this connection is tl1:-.t population 
growth h!J.S been exerting i,J, tremendous pres~ure in rc>strnining the 
rise in per capita income to lower levels and the rneccss of the pkns 
to come would hinge os much around the ru.piuity uf growth of 
income o.s on the effic11,cy of th~ rr.emmres to control the rate of 
grov.--th ofpopulo.tion. The plans have to open two fronts-one to 
raise the inco·ne , wl another to reduce t.hc growth of populo.tion. 
Tl:e seconrl aspect seems to have been neglected over the first and 
second pla.ns in view of th~ foct that the impn.ct of mra~ures to pro­
pagate the dire urgency of family pl·uming iclcds is nowhere to be 
seen to any simi'ico.•1t exten•. Th3 pro..;pcrity of those who o.rc 
born depends on the extent b whir.h, the infiltration of potential 
numbers is held in check. This has to be n:adr. 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 wonlu be ensured if a greater 
emphasis is plEw~<I on the u~,_, of indigenous factors of production 
.as against, t!1~ importe l one.,. The &eeor,d plan wni; pruned off to 
its core in the year H)G'l-5!) from Rs. 4800 crores to Rs. 4500 crorlls, 
<lne to unavoidable difficultiefl of foreign exchang(). There is reason 
to believe !hat the scwrity of forei·~n-excho,ngc problems could be 
reJuced by emphasising the imrec.sing me of locally produced factors 
of production, c \I'll if it in.plies a re-orientation cf the composition 
of our plans in foyour of prioritie!'I which clo not. fit into the sche:cie 
drawn on tie basis of the usual Msumption of our plnn. One of 
the important le~sorui to be drnwn from the first 11.n,l second plans 
is t'w ne2d f,,r µfri117 a high priority to the emplo:-,ment of the 
factors to be founrl i.i1 our own f'OU!ltry. · 

V•:e can turn our attention to the achievements of the t\\o 
plans in terms of the increase in ngricultural and industrinl p1oduc-
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tion and examine what lessons we could p~ssibly draw for the thircl 
;plan. Agricultural prodi.Ictiori trends since the commencement of 

the first plan are as follows :-

Index of agricultural production (1949-50 = 100) 

All commodities 
Food-crops 
Other crops 

1950-51 1055-GG 1!)58-5!) 1!)60-61 
!J5·6 llG·U 13:?·0 135·0 
!J0·5 I J;";•:J 130·0 131·0 

105·!) I :.:u· l 136·0 143·0 

It is f:Tn.lifying to note that 01·,r a JO year pcrio«I our total 
.agricultm·11,I p1odui·tion has gone up by 40'';,,. A major part of the 
rise has come about 01·er t'.1c fir.4 plan aml 1lmi11g the b~t three 
years the progress of agriculture has kc•n Ycry mu("h disappointing. 
The monsoons continue to piny the key role ia spite of the pln.ns 
~1nd this has to he kept, in mind over the third p\1111 ns well. A~icul­
ture bids fairly certnin to conti.irnC' to be intmctable becnusc of the 
1rnnYoidable dC'pcndencc on the r:i.ins. Contribute as our agriculture 
does about 48~ 0 of the national income the success or failure of the 
third plaq is going to he determined as much by the whims of nature 
affecting agriculture us on the fruition of the schemes of indusl.riali­
sation. 

A seconrl lrsson to be drawn for the third plan is that the non­
food crops are likely to respo111l to })Ian-treatment much more than 
the food crops as is evidence1l by the relative stagnation in the out· 
ru '. of food-crops over the yeiirs 1!)58-.'i!) to 1!)60-61, ns 1igainst the 
impressive perfo1;m11nce of the non-food crops o·,er the snmc period. 
This shows that there is n. significant section of formers working 
under the incentive of rising prices of the ccmnwrcial crops and 
there is en,ry pocsibility of 1livc-r.,ion of manure mu] water in favour 
of commercial crops nway frcm the foorl-rrcps. If this tendency 
continues, the planners will lrnw, to design m0asurcs to cee that the 
food situation in thP ,.,,1111try do:•s not ge:t P.ggrnvatc«l owing to the 
comparati-,e nrglcr-t c;f the foorl-l'ropi,. This is of pa.rtil'nlar impor­
tance, becnuse of the fact th'.tt non-food prices keep on soaring, 
providing an ever rising incrntive to s,dteh over to the produrtion 
of commercial crnpR. This is nn impmt-int les~cn for third plan. 

Tne institutional reforms of the seeond plan in the fielrl of ngricul­
t.·.ire would not deliver goods so far as food is concem ·1 l wtl1 ss othr.r 
complementary mensures be undertaken to increas,· Lhe 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 100 111·9 117· 5 111·5 
Iron and stc!:'l 100 113·3 lH}-4 163· 1 
Machincr? 100 163·9 215-0 424·3 
Chemil':-Js 100 159·0 171·0 214·0 

'l'hc pro;;rcss of inclustrialisation has not been insignificant 
taking into consideration the fact that over a, period of 10 years 
the index of industrial production rises by as much as 50%. The 
most spectacular advance has been mo.de in the mo.chine-making 
industry show as it does a rise in production from 100 to 424·3. 
This is based on t.he fact that the production of iron and steel h~ 
made a clean jump to 163· 1 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
muse 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 steel industry, machine­
making industry, improvement in the sources of power-from 2·3 
million k.w. in 1050-.'il to 5·8 mill:on k.w. by the encl of 1!)60-61. 
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 cl.rawn in this connection is that the capacity built 
up for the production of i:·on"ancl steel, machines, power, chemic,i,ls, 
trnnsport Ltiun etc., must be fully utilised in the course of tl:e thin{ 
pli1n. It would be a totally inexcusable wastage of searC'e resomces 
to build up producLion capacity at great cost and then allow nnder­
utilisation of i1rnbL1lcrl capacity. It sh,,uld bo one of the h.,sic tenets 
of the third plan to sec that whatever capacity in v1trious fields is, 
ni.ised is folly cmployecl. 
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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 s11,me 
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. 

AboYc 1dl is the master-the rupee. \Ve have exerted so much 
pressure on the rupe:i that it has grown thin to only 70% of its 
former Y,duc 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 our dreams of a pro.-perous India arc to be realised in, 
pmctice. 



CFfAPTER 3 

THE LOGIC OF PRIORITIES UNDER 
THE THIRD PLAN 

Under the regime of priYa.te enterprise the motivation or 
maximising profits is the ~uiding factor in the direction of investiblc 
resourcJs into Yarious possible channrl.~ of production. The prioritil'!I. 
for the allocation of resourc•·\_, would In dct()rmincd by the preference 
-of the prin1.te entreprcnems on the hasis cf the profit-making possibi-
lities as seen by them on their own experience. The decisions 
arrived at u.rc neccssu.rily indiYidualistic in cha.rn,ctcr nncl the alloca­
tions made in accordance with the profit-making-interest-s of the 
capitalist classes ma.y not be in line with the needs and re11uirernrnts 
of the society, because of the fact that our society is eharncterise1l 1Jy 
great inequalities in the distribution of wealth o.ml income antl 
hence, the tlemarul for comforts a.ml luxuries on the part of the 
wealthy minmity is hound to exert a tlecisive influence in Lrinring 
about a given pitttm1 of allocation of resources, if thing:; b-J left 
totally to an unp'.Lnned society. TIU' lcp-~idnl inwstment-pattern 
which ensues from the profit-ma.king rnotin-,tion of the en.pita.lists is 
likely to Le antngonisiic to the interests of the mo.jority cf iho 
people, engaged in hnr<l h1bour to eke out a pittance for a living. A 
study of the investment p:::.tten1 in the pre-plan era in nur coun11y or 
for that m,1,tter, the investment pu.ttem in the private sector of the 
economy ev<'n under the auspices of t'.w over-all plannin~ of the 
country reve~'lls what outrageous priorities allocations receive guided 
hy the nv,tivation of profit. It ii; seen tho.t plenty of resources are 
alloc.iterl to the c:mstruction of palatial residential mansions, 
building up of ,astly expensive picture houses, raising of de-luxe 
restaurants in the f11,:,hiona.hle centres 11L ,t colossal cost of resources 

.a td the production of thousands of other commodities which on a 
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rational consideration. of the fixation of priorities purely .. in . th.e­
interest of the overwhelming masses of people would not receive even 

a low priority for many years to come. The colossal mirnse 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 a.bout a speedy 
economic development. ,vc have tc realise that the resources at 
our disposal are necessarily scarce and dem!!.nd the exercise of the 
highest rationality ii' drawing up a scheme of priorities in O.C'cordance 
,vith the rationale of promoting a rapid growth of the economy in 
order to promote the welfare of the masses of the people. The· 
Planning Commission obsNYes : "The pP,ttern of investment embodied 
inn fiva-yea.1· plan reflects the priorities and the relath·e emphnsis 
in different sectors during the plan period. In turn, these derive 113 

much from 11.11 assessment of the~current economic situation and the 
like!~· trends as from the analysis of the basic economic and sodal 
problems of the country nnd the long-term goals."" 

Two sets of considerations have been ta.ken into accow1t by the· 
Planning Commission to accord weightage to various compt:ting 
schemes and fill up the priorities on the_ basis of their relative impor­
tance from the social unglc. There arc some general considerations 
and others which are specific in view of the immerlia.te situation into 
which we are caught in mid-stream as though, in the course of 
pl111ming and developmc:it. In view of the general situation of our 
economy, the first priority necessarily belongs to agriculture. The· 
considerations which have been specified in this connection a.re that 
agriculture is the sourc•e llr f'lod and rn.w-ma.teria.ls for many a.n 
industry, it is ugriculturc wiiieh delermines tho economic fate of the 
vast majority of the p~oplc of our country ; it u; agriculture which 
will determine the over-all rate of growth of the economy, contribu-• 
ting as agriculture does nearly half of the annual national income 
and it is in the field of agrirnlturc that the problem of un-utiliacd 
man-power is th(} acutest to be seen. Consequently, if our planning 
and development arc to lean: the impression of a living reality on the 
mrt.s3e3, agl"ic'.lltural dwehp:nc,11 must b~ accorded the top priority. 
In fact, there could be no successful scheme of industrialisation 
unless agricultural rehanlimr rel<'nse<l the surplu'I of man-power,. 

•Planning Commission, Govt. of India, Third Plan, Draft Outline. 
p. 23. 
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raw-materials and food resow-ces to support the industrial centres of 

rroduction in the urban areas. 

It 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 beyond a stage, the growth of 
.agricultw-e and the development of human resources alike hinge upon 
the advance made in industry".• This is a self-evident fact. F11or 
from there being any inherent contradiction between agriculture and 
industry, it must be rea.lisecl that the development of the one 
-depends 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 and 
power etc. arc 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 electrica.ls etc. The 
point at issue is the arrangement and seri11olisation of the various 
steps in a clearly understandable logica.1 sequence so that tho possible 
-obstacles to growth are forestalled Cl,Hd disMmed 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 1111d there 
are others \\·hich 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, isma\l irrigation schemes could be 
expedited into production within ::i, period of 6-8 months whereas 
the construction of big dams would take years t-ogether leading to 
the gener,Ltion of inflationary incomes well in advanee 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 quick-yielding projects. This, however, does not mean that 
one <'oul<l 11fforrl to overlook the need for keeping a firm eye on 
Lhe necessity of en,mring the maximum rate of growth within the 
~imitatinns of our economy, the goal eventually must be the creation 
-of those conditions which woulcl lead our economy to the stage of 
self-sustaining growth. It is for this reason that adequate attention 
must be given to basic industries like steel, machine-building, fuel 
and power. 

•Third Plan, p. 24. 
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The Planning Commission observes further that economic 
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 dr~w 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 a 
degeneration i11 t.he physical and spiritual health of the working 
,claEEes. The third plan n:ust institute adequate measures to see 
that the evils are remcclircl in time. Towards the end of ensuring a 
balance between econcmic and social development education must 
rnceive a due weight in the scheme of priorities. Social development 
in fact is compkmentary to economic denlcrment. Schemes for 
.-cientific IC'Feareh, technical education and the training of craftsmen 
m1d the provision of housing facilities in the newly created townships 
have for reaching irnulicutions economic as well as social. 

Moreover, the priority assigned to n. particulur project n· ust 
take care to see that the- ereation of assets does not prec-cde far 1oo 
mlll·h in advance of the f'chemes of utilisation. The construction of 
.1 dam for 1mrposcs of irrigation must be followed soon after the 
completion of the projcd hy a full utilisation of water by 1he 
farmers. It has been founcl that there lrn,vc been quite a few e .. ~cs 
jn which hnge investment outlays remain unutilised for long. No 
cou,1try arnl much lc;·s 11 poor country like ours could afforcl to lock 
up >CILn'l' rl'som·ccs into unutilisccl assets. 1.'he gap between im,l'stnwnt 
mid the utilisation of inYestment must be reduced to the unavoidnble 

minimum. 

The assignment of Jlriorities to the scYeral competing 8chemcs 
in the public sector is much easier than the direction and control of 
investment in the priYate sector whieh en,n today is responsible for 
the prnduciion of 75% of the national income. In fact all the 'arlo' 
rrbout prioritiP!c< in the puhlic sedor may constitute just a marginal 
affair in compm·ison with the perforrnancr, of the private sector­
inclucling the non-organised private sedor nbout which statistical 
inform:,tion is not. available. \Vhile thinking of priorities in the public 
sector, ;;omc priority must also he given to the need for <"ontrolli,,g 
inve~tm,nt in the private sector so ns to ensul'e that the prh.-i,te 
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sector does not go out of harQJ.ony with the over-o.ll planning of the 
ec~n~~y. The weapons in the ho.nds of the state under the present 
set up include licensing, supply of ho.sic mw mo.terio.ls and other 
finished products like iron and steel, supply of power, wo.ter a.nd 
transport facilities which could be employed to exercise control over 
investment in the private sector. Withholding the supply of these 
commodities from those reco.lcitmnt entrepreneurs who refuse to fall 
in line with the general directions of the state would go a long way 
in seeing to it tho.t priorities in the privo.te sector do not go e.stro.y 
from the priorities in the public sector. Who.t would eventuo.lly 
count would be the priorities given in the economy as a whole and if 
need be the stat-0 should not hesitate to give physical directions to 
the private entrepreneurs. It ho.s to be kept in mind that a certain 
amount of restro.int 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 s. 
plo.nned society. .Assignment of priorities necessarily involves 
replncement of blind instinct by a rational ordering of the things 
that we want in accordance with the urges and urgencies of the 
country as a whole o.s opposed t-0 the dreams of a few capita.lists 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 plo.n could be measured either in terms of 

the toto.l investment in terms of money proposed to be W1dertaken 
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 ca.pacity 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 a huge 
agricultural sector, there is always 11, precarious dependence on 
agriculture and hence, the productive capacity is likely to vary from 
year to year depending upon tho mercies or otherwise of nature. 
Consequently, one is compelled to use the phrase 'nnder normo.1 circum­
stances' to moo.sure the impact of the plan on the productive co.pacity 
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 nnpredicta.bility of the behaviour of the private sector 
which plays a decisive role under conditions of the Indian 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 hus 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 ull our efforts in the direction of development our net 
national output stood in 1!)58-59 (at 1!)48-49 prices) at Rs. 11,690 crores 
and per capita income at Rs. 293.6 nnd the proposal to ra.ise the per 
capita income to double size of what it was in the:beginning of the first 
plan is by no means ambitious. Consequently the size of the third 
plan in terms of the ambition to r:iise national income by 5% per 
a1mum :ippears to be perfectly reasonable, if not a bit less ambition~. 
than wlrnt it should be. As pointed out earlier the U. S. S. R. could 
more than double the national income just over a period of ten years 
and we propose to do the same 0Ycr a period of 25 years. 

The third p!.m proposes to undertake a total investment of 
Rs. 10,200 crorcs between 1!)61-G5-Rs. 6200 crores in the public 
sector and Rs. 400 crorcs in the private sector. As against the 
investment cutl:iy of HF. 3650 crores in the public sector of the 
secoml ph,11, the proposed outl,:y of Rs. 6200 erorcs in the third 
-plan marks an incrcas,e of about ii8~-;, and as against the investment 
outlay of Rs. 3100 crores in the private sector, the third plan 
proposes to investment Rs. 4000 crores-an incre11Se of 29%. The 
total outlay of Rs. 10,200 crores in the third plan is slightly one and 
a h:ilf times the investment undertaken during the second plan or 
nearly equal to the investment unclertaken during the first and the 
second plans together. 

It is essentia.l to make a distinction between investment outlay 
and current out-la.y as is done by the plan. "Trwestment is expendi­
ture on the creation of physical assets (e.g. buildings and plant and 
~quipment), including expenditure on personnel required for putting 
up these assets. The expression corresponds broadly to expenditure 

011 capital account", says the pla,n, Similarly, current outlay has 
been drfincd as "outby (which) corresponds broadly to expenditure 011 
revenue account on plan schemes ; it is expenditure other than that 
classified as 'investment'."• 

•Third Plan Outline, p. 25 foo1-note. 
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Thus the toto.l outlay during the third plan includes investment 
-0utlay as well as current outlo.y and together the total outlay works 
out to Rs. ll250 crorcs and the whole of it could be to.ken to be deve­
lopment effort envisaged over the third plan. 

We can visualise o. third way of measuring the size of the 
investment effort and this would be in terms of investment as a 
proportion of the 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 t-0 come to the stage of self­
.sustained growth growing societies have to invest at least 15% of 
the national income as is borne out by historical facts. The first plan 
~ought to raise investment per annum as a proportion of the national 
income to about 7%, the second plan to about 11 % and the third 
has the ambition of raising investment to about 14% 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 barriers to 

growth on a natural momentum. In view of the fa.ct that our 
national income in absolute krms is very low, even a 15% invest­
ment might not pro,e to be rcn.Ily significant, considering the needs 
-0f the ~ountry. The ,rate of savings in the country is falling short of 
the investment requirements, leading to the generation 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 tote.I in-

outlay outlay ment sector vestment 
investment 

1 2 3 4 5 6 

I. agriculture, 
minor irriga.tiou and 
community develop-

1475 ment 1025 350 675 800 

2. major and medium 

irrigation 650 10 640 640 

3. power 925 925 60 975 
4. village a.ud small 

industries 250 90 160 275 435 

5. industry and mine-
re.ls 1500 1500 1000 2500 

6. transport and 
communica.tions 1450 1450 200 1650 

7. social services 1250 600 650 1075 1725 
8. inventories 200 200 600 800 
9. tote.I 7250 1050 6200 4000 ,0,200 

Out of the tota.l outlay of Rs. 10,200 crores, the aggregate in 
favour of agriculture (1 +2) comes to Rs. 2115 crores or slightly more 
than 20% of the total outlay. T_he very fact thu.t about 80% of the 
total outlay is planned for the non-agricultural sector of the projects 
is enough of evidence to prove the enormous prof1Jrcts of industriali­
sation for our country. This is as it should be because of the simple ree.­
son th'.l.t industrialisation ha.a 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 merely by emphasizing the development of the primary 
sector of the ec,Jnomy. The colossal burden of ever mounting man­
power oa our limited area of cultivated and cultivable land could be 
gradually reduced only hy lifting surplus labour off from ngricuture 
to the non-agricultural sector of the economy. In all advanced eco­
nomies thP eontribution of agriculture to tote.I employment and income 

*The Third Plan In OLrline, p. 26. 
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is o. 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 52°/o of 
the national income originates today in the non-agricultural sector 
of the economy and this could well be expected to rise considerably 
hy the end of the third plan. 

There are two items in the scheme of industrialisation which 
need special mention. It is seen that industry :i,nd minerals are 
going to receive an allocation of Rs. 2500 crores-Rs. 1500 crores in 
tbe 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 o. step in the 
directive of establishing the socialistic pattern of society. Transport­
ation and communications have received an allotment of Rs. 1650 
<irores 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 importa.nt 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 social 
services have not been neglected. In a poor country like ours with 
appalling living conditions, for most of the people the social services 
have a vital role to play. 

What passes one's understanding ia the low priority assigned 
to village and small scale industries, particularly in view of the 
.avowed obj0ctive of the plan to ensure fuller utilisation of idle man­
power. The employment potential of big industries is eomparn.tively 
low a11<l hence, there is reason to believe that the goal of creating 
.adequate employment opportunities might remain tuu·eu.lised even by 
the end of the third pl11,11, 

By and large the planned industrialisation envisaged in the third 
plan could c,,sily Le expected to give our economy the neccos,iry Lig 
push EO ::s to raise us tu the stage of the take olT. The size and 
pattern are in conformity with the logical sequence to Le seen in tho 
history of the advuncccl economies. -~. __ _ 



CHAPTER5 

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 yrars 
he.a to be phased on a rational basis to ensure implementation of the 
projects in time giving particular attention to the inter-relu.tionships­
which obtain as between different schemes '1.nd keeping all awa.ke to 
see that targets set would be achieved within the strict uounds of 
time which is planned to be the den.cl-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 o. given 
scheme which has already been given priority on a time-basis in order 
to see that the entire project is started and implemented with speed 
and efficiency without leaving wme.ceesa.ry time-lags. Every project 
has to run a ro.ce against time and a proper phasing is the very 
essence of spc-cdy implementation. Besides the decisive importance 
of the time-clement, phasing also implies a definite and clear enuncie.­
tion of policy regarding the locations of the projects which have been 
a.ssigned priority and the manner of execution including the techniques 
to be employed regarding organisation and the purcha.ae of the 
necesimry equipment. Phasing implies the need to spell out in 
detail every possible decision which could possibly be foreseen so that 
the aclmiuistrative delays which invariably arc seen to occur could be 
avoided as much as possible. The problem of phasing 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 
const.itute 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 requirements of physical planning especially planning 
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of manpower and the provision of materia.ls 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 Second Plan. 
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 
plml'ing should be such as to ensure that at each stage of investment 
the maximum benefits possible are secured 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 rcl\J,tivc priorities of different Jlrojcets 
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 rupid growth of ,:.gricut m·al 

production e.g., fertilizers; 

(b) items which might become bottlenecks unless they are· 
available at the right time e.g. tmnsport, elcctrieity, 
metallurgical coal etc. ; 

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

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

(e) technical education and training programmes."• 

The rationale behind these considcra,tions nerds a bit of elabora­
tion in order to resolve the tangle of inter-r<'lation~hips on which 
bases these criteria seem to have been eYoh-crl. The first rritcrion 
emphasises the fact that there is a certain unaYoidaLlc mutuality and 
complementarity as between seYcr,t! projects whi(·h haYe received 

_priority and hence it is essential to secure the necessary physical 
bahinces from year to year in respect of steel, cpment, electricity awl 
other key commodities. This is just to ensure an unfailing supply 
of the factors of product.ion which alone 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 nn 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 ur.dertaken 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 ae 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 relell.'le 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 ancl help in increasing o.s early e.s poBSible 
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 
<>1_1ly utilisation of surplus manpower but also enables avoidance of the 
evils of centralisation in crowded urban areas which as they are, a.re 
already too unhygienic in most of the cases. There is always an 

<·conomy in the use of social overheads like housing, water supply, 
transportation etc. with a wide diffusion of the projects. 

The fourth consideration makes explieit some of the thoughts 
already implicit in the earlier criteriit rtll(l besides, emphasises the 
fact tha.t fi:,reign exchange troubles must l,c kept in mind in a given 
programme of phasing. Export-promoting iind · import-saYing 
<:o!llmc;ditics rlcscrvc priority in pluising i;o that a given firm may not 
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experience bottlenecks on account of the need for imported stuffs and 
as for as possible, a helping hand me.y be lent to the speedy execution 
of the plan by the promotion of exports. The bottlenecks could be a 
shortage of raw m 1.terials, a paucity of technico.l personnel, non­
availability in time of power and the means of transportation etc. In 
other words, adequate attention has to be pa.id to the creation of 
over-head facilities which play such o. vita.I role in the completion of 
our plan projects. These are schemes which require a. lumpy invest­
ment and annually adequate resources must be ma.de available to 
e!l5ure 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 certo.in 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 plo.n. 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 he.If the resources 
are expected to accrue from the assistance made available from 
abroad. In the ye.ar 1958-59, the second plan W™3 required to be 
re-considered and reduced to its core, necessitating a repho.sing 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 c,wried 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 tile Plan. Most of these have reached fairly advanced 
stage of preparation, but foreign exchange has not yet been arranged 
for them; 

4. other new projects for which preparatory work is less 
adv!tnccd an,! for which foreign exchange has not yet been armngerl. 
In respect of these projects, definite decisions for in<:Iusion in t-he 
Plan have not yet been ta.ken, but ii.to intention ia tliiiL Lhc projects 



( 26 ) 

should be worked out more fully and may, in due course, be consi­
dered for inclusion in the Plan ; and 

5. projects of o. contingent nature whose implementation will 
depend on certain developments which cannot at present be accura­
tely foreseen. 

It seems the divh,ion of industries into the five groups mentioned 
above has been made on the basis of the descending order of possibility 
of findin~ the necessary means of carrying out the pbns into practice. 
The industries in the first category have the greatest chance of being 
put through nnd 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 o.ble to find the necessary 
resource·,. 

The prohlem of phasing necessarily flows out of the problem of 
fixation of priorities and is complementary to it in more ways than_ 
one. This sequence lcucls us further to scan the targPts set for the 
pla,n as a whole and if possible 1~t <lilTcrcnt phases of the projects. 
which receive priority out of a group of competing claims . 

• 



A.Nl\TEXURE 
Production and development : progress and targets 

increase in increase in 
1060-61 1960-Gl 1965-66 

item unit 1950-51 1955-56 (anticipa- 1965-66 over over 
te<l) 1950-51 1960-61 

targets (percentage) (percentage) 

I 2 3 4 5 6 7 8 
I. agriculture & community 

development 
I .I agricultural production 

foorlgrains million tons *52·2 •65·8 75·0 100-105 44 33-40 
cotton million bales 2·9 4·0 5·4 7·2 86 33 I'-:> 

sugarcane-gur million tons 5·6 6·0 7·2 9·0-9·2 29 25-28 ...;i 

oil seeds million tons 5·1 5·6 7·2 9·2-9·5 41 28-32 
jute million bales 3·3 4·2 5"5 6·5 67 18 
tea (a) million lbs 613 678 725 850 18 17 
tobacco '000 tons 257 298 300 325 17 8 

1.2 agricultural services 
area irrigated (net 

total) million acres 51·5 56·2 70·0 90·0 36 29 
land reclamation (ad-

ditional area) ... million acres 2·7 1·2 I·0 
soil conservation (ad-

ditional area benefited) million acres 0·7 2·0 13·0 
nitrogenous fertilisers 

consumed '00'0 tons of N 55 105 360 1000 555 178 

•estimates of procluction adjuste4 for chan$es in statistical coverage an~ n1~thods of estimation upto 1956-~7. 



------- ------

increase in increase in 
1960-61 1960-61 1965-66 

item unit 1950-51 1955-56 (anticipo.- 1955-56 over over 
ted) 1950-51 hl60-61 

targets (percentage) (percentage) 

1 2 3 4 5 6 7 8 
----

phosphatic fertilisers 
consumed ... '000 tons of P 2O6 7 13 67 400-500 857 497-646 

seed forms number 4000 4500 13 
1.3 community develop-

ment 
blocks number 1064 3112 5217 68 
villages covered ... thousands 150 400 550 38 
population served million number 78 200 374 87 ~ 

2. power 
00 

electricity (installed 
capacity) million kW 2·3 3·4 5"8 ll·8 152 103 

electricity generated million kWh 6,575 11,000 20,700 42,250 215 104 
towns and villages 

electrified thousands 3·7 7·4 19.0 34·0 414 79 
3. m;ncrals 

iron ore (a) million tons 3·0 4·7 12·0 32·0 300 167 
coal (a) million tons 32·0 38·0 53·0 97·0 66 83 

4. large sea.le .industries 
4.1 metallur1:,ic11l indus-

tries 
finished steel million tons 1·0 1·3 6·9 160 165 
pig iron (for sale) million tons 0•35 0·38 o·oo 1·50 157 67 



copper '000 tons 7·3(a) 7·9 18·4 133 
aluminium '000 tons 3·7 7·3 17·0 75·0 359 341 

4.2 mechanical snd elec-
trical engineering 

cement machinery value in Rs. lakhs 34(a) 80 450 463 
sugar machinery value in Rs. la.khs ... 19 440 1000 127 
machine tools 

(graded) value in Rs. Jakhs 29 72{a) 550 3000 1797 ... 5 
ball and roller 

bearings million number O·I 0·9 2·4 12·0 .. 2300 400 
deisel engines thousands 5·5 10·0 33·0 66·0 500 100 
tractors number 2000 10000 400 

4,,3 railway locomotives 
steam e.nd diesel number n.a. 5001 12501 1609:j: 20 
electric number 2321 NI 

~ 

4,,4 chemicals 
fertilisers 
nitrogenous '000 tons 9 79 210 1000 2233 376 

(in terms of nitrogen) 
phosphatic (in terms of 

P20 6) '000 tons 9 12 70 400-500 678 4:71-614 
~ulphuric acid '000 tons 99 164 400 1250 304 213 
D.D.T. tons 284 2800 2800 

4,,5 other industries 
bicycles ( organised sector 

only) thoussnds IOI 513 1050 2000 940 90 

(a) relates to calendar year ••by working to capacity "n three shift~ 
:relates le;> the plan period 
(b) in addition to this, facilities would be.provided in part;tui:I~ ¢W~I 



increase in increase in 
1960-61 1900-61 Hl65-66 

item unit 1950-51 1955-56 (anticipa.- 1965-66 over over 
ted) 1950-51 1960-61 

targets (perc: :1tage) (percentage) 

1 2 3 4 5 6 7 8 

automobiles thousands 16·5 25·3 53•5 100 224 87 
cotton textiles (mill ma.de) million yds. 3720 5102 5000 5800 34 16 
sugar million tons 1·10 1·90 2·25 3·00 105 33 
steel structural fabrications '000 tons 90 250 1000 300 
cement million tons 2·7 4·6 8·8 13·0 226 48 
petroleum products ... million tons 3·6 4·6 7·4 61 

5. village and small industries c.., 
khadi : traditiomd million yds. 7·3 28·9 48·0") 558 0 

ambar million yds. 32·0 ~ 
hand.loom million yds. 742 1471 2125 I 3500 186 34 
power loom million yds. 148 273 405 J 174 

6. tr1LI1Bport and communi-
ca.tions 

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 97·5 122·0 144·0 164·0 48 14 
shipping ... million GRT 0·4 0·5 0·9 1·1 125 22 

6.2 communications 
post offices '000 number 36 55 75 95 108 27 



teiegraph offices 1000 numbers ~-8 5·1 6·3 S·3 75 32 
number of telephones '000 numbers 168 280 475 675 183 42 

7. education 
7.1 general education 

students in school million nos. 23·5 31·5 41'1 64·8 75 58 
7 .2 technical education 

engineering and technology 
degree level (intake) number 4119 5888 13165 18500(b) 220 41 

diploma level (intake) number 5U03 10484 24020 34000lb) 307 42 
agriculture 

degree level (intake) ... number 1060 198!) 4500 6000 325 33 
8. health ...... 

8.1 institutions Cl) 

hospitals and dispensaries '000 numbers 8·6 10·0 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 :rns5 4790 n.o.. 68 
doctors (registered) '000 numbers 59 70 84 103· 42 23 
nurses (registered) '000 numbers 17 22 :32·5 52·5 91 62 

•relates to calendar year 



CHAPTER6 

TARGETS SET FOR THE TIDRD PLAN 
The draft outline of the third plan makes it plain tha.t the de­

tailed targets are still to be worked out and whatever has been set. 
forth in the outline represents the broad dimensions of the effort. 
during the third pla.n. We can, all the same, expect to get greater 
details in the fine.I 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, ape.rt 
from marginal adjustment in details. From the beginning of the­
first pla.n 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 & 

period of three plans. There are certain targets for the economy as 
a whole which could be examined in terms of total investment, in­
come and employment. 

AB referred to earlier, the totA.l investment-outlay proposed to be­
undertaken over the third plan i::1 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 ro.te of annual investment as a proportion 
of the national income is proposed to be raised from about 11 % by 
the seconrl plan to about 14% by the end of the third ple.n. As a. 
result of the investment of the order envisaged, our national income­
is expected to rise by 25% over the plan or 5% per annum 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 fo1ward 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 thir<l !Jlan expects to create outside of agricul-

( 32) 
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ture o.s many o.s 10.5 million jobs and 3.5 million jobs within the­
field of agriculture. In tota.l, the to.rget set for employment is 14-
million of jobs o.s against the s million set for the second plo.n. It 
is wrong to think tha.t 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 C'mploymcnt, in so for as they act and react on each 
other in a series of interacting rowids. The multiplier and the accele­
rator would unleash further development forces and what woulcl 
happen in actuality would hinge upon the extent to which the targets 
find fulfilment and generate certain values of the multiplier aPd the­
accelerator. 

tJi.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 (b) Industry and powor (c) 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 a.s follows :-

Targets for some important agricultural products• 

commodity unit additional production % increase 
over the 

second ple.n 
food grains million 25 to 30 33--40 

tons 
oilseeds -do- 2 to 2.3 28-32 
sugarcane -do- 1.8 to 2 25-28 
cetton million 

bales 1.8 33 
jute -do- 1.0 18 

The Planning Commission observes tha.t additional measures 
would be taken to increase the production of articles like fruits and 
vegetables, milk, fish, meat and eggs a.s also of other commodities 
like coconut, areca.nut, 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 
-Hself would raise the national income by about 15%. In that case, 
··.t.11,c 0YeM1,ll objective of raisi11g the national income by 26% over the 
plan period should be easy of ac-hicvement because the targets for the 
~dustrial sector should be easier to achieve in view of the lesser 
<lependence 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 tcchniqu~.~ of production and the large so,gpe for 
further developm~nt,. :'.'IIoreover, the schemes for the utilisation Qf 
rurn.I manpower wouhl irntomatica.lly help in the improvement ~f 
.agricultural productivity. One, however, can never be pretty cer­
tain about the targets fo~ a~rriculture being fulfilled because of the 
precarious dependence of agricultural product.s on the vagaries of the 
·monsoons. If nature he fov,,urable th~re might be an over-fulfilment 
of the targets ·Bit ln-:-ip:med clurin6 thJ first plan or else there might 
·be a,1 utter failure. 

Another observation to be m:11le is 11,bout 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 
<'.ould 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-cleeisions of the formers would obviously turn on the moti­
vation which tempts the farmers most. The rise in the prices of 
-commercfal crops has opened to the farmers witle opportunities of 
ma.king a prnfit. The money-incentive is likely to win favour with 
the formers and if this happens, as is all likely to happen, the propos­
ed target for foodgmins might not be achieved in practice because 
of the possible diversion of resource3 from the production of food­
<,rops to non-food crops. 

Shoul,l such a contigenr:y occur A.S is feared, there is likely to 
Le an aggravation in the food problem of the country cle;pite 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 kerp in mind that the "target proposed for food­
grains would allow for consumption of about 15 ozs. of cereals and 
3 oz;,. 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 yurds of cotton textiles per annum 
per capita rmd in addition allow for some exports. 

The agricultural mrgets are sought to be achieved by increas­
ing the total irrig!l.ted area t-0 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 mffisures would extend to an additional area of 
13 million acres. The consumption of nitrogenous fertilisers is t-0 
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-

t 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, 
ma.chine-building and the manufacture of the producer goods. 

The targets for iron and steel are fixed at 10·2 million tons 
of steel ingots and l ·5 million tons of pig-iron for sale. The Bhilai, 
Rourkela and Durgapur steel rhnts are proposed t-0 be expanded coo. 
tributing in all 5·5 million tons of steel ingots. The plan also 
provides for a fourth steel plant to be started in the public sect-Or 
at Bokaro. All this would be clone 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 pig-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 a heavy programme of manufacture 
of machinery which is the very foundation for rapid industi-ialisa.tion 
of the country. The schemes in t-his connection include : ''heavy 
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machine-building plant, foundry forge, coal mining machinery plant, 
heavy structumls plant, heavy plate aul vessels works, heavy 
machine tools fact-0ry, doubling of the output of Hindustan Machinc­
Tools, Bangalore, expansion of heavy electrical project, Bhopal, 
two additional heavy electrical projects nnd sc-hemes for the pro­
duction of high pressure boilers and precision instruments." The 
need for the import of mach.u1ery is expected to be heavily re­
duced by the encl of the third plan. The production of nitrogenous 
fertilisers is exIJcctccl to incrcnse from 2,10,000 tons at the end of 
the second plan to I million tons by the end of the third plan nnd 
that of coal is expected to rise from 60 million tons by tile 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, f;Ugar, cotton textiles, bicycles, 
sewing machines, automobiles etc. 

The programme for power includes the target of raising tot:i.E 
generating capacity from 5·8 million k.w. at the encl of the second 
plan to ll·8 million k.w. at the end of the third plan. Nuclear 
power generation is expected to come to 3 l11kh k.w. The number of 
additional villages to be electrified would come to 34000, marking an 
addition of 15000. 

The prcduction of khacli is expected to increase from about 
2610 million yards in 1960-61 t-0 35000 million yards in 1965-66. 
The number of industrial estates is expected to risc- from 60 in the, 
second plan to 360 in the third plan. 

1200 miles of new rail-lines would be constructed nnd 20,000 
surfaced roads would be added to the existing total of 144000 miles. 
There is expected to he an increase of 50% in tk, number of com­

·mercial vchieles from 2 lakhs in the second plan to 3 lakhs in the 
third plan. 

Important social ecrvicee include a, progr,unme for compulsory 
free education for all children between 6-11 anrl other measures for 
technienl educutioH. The number of family planning centres is 
expeeterl to rise from 1800 in the second plan to 8200 in the third 
phn. 

We can thus look fonn.rd to 11 heavy progmmmc of inclustri11li­
sa.tion 1111,l for the first time in our economic history we cnn hope 
for taking u l1ig stride in the direction of becoming a first-rate indus­
trial power. 



CHAPTER 7 

RESOURCES FOR THE THlRD FIVE YEAR PLAN 
The proposed itffestment of Rs. 10,200 crores over the third 

plan is more than the total investment during the first n.nd second 
plans taken together which lrn~ been estimate:! to b3 of the order of 
Rs. IO,l00 crores. One's excitement gets naturally tickled n.t the 
thought that the investment effort over the period 1!}61-66 is planned 
,tri exceed the over-all investment w1d Jrtaken during the decade 
J!l51-Ul. The question that immo:liately come.3 up before our minds 
:is thitt we hnve been bold enou"h to imn."ine that we would be a.hie 

0 0 

to mobilise the necessary financial resources to see the plnn through, 
in spite of an a.cute shortage of the means to implement our second 
plan in toto, which ncce;,sitated a reappraisal of the resources position 
and a rephasing of the targets, reducing the proposed tot-111 outlay in 
the public sector from Rs. 4800 crores to Rs. 4500 crores. It is 
Teally a matter for great surprise that with 11, scarcity of funds for 
the second plan in its fiiml stages, we hope to be !l.ble to realise 
Rs. 10,200 crores over the third plan. 

This does not mean in the lea.st that the plan is going to be 
-extra-ordinarily big. With all ou1· efforts in the direction of dovelop­
.ment our net 1utional output stood in 1958-59 (at 1948-49 prices) 
.at Rs. 11,690 crorJs anrl per capita income at Rs. 293·6 which is 
.almost th . lowe5t in the worLI. In view of the needs of a rapidly 
,growing population which is e3tima.ted to grow to 480 millions by 
the encl of the third plan, the proposed investment of Rs. 10,200 crorea 
js by no meam awfully disproportionate either in absolute terms or 
fa terms of the needs of the country. What is intriguing is that 
the toLil investm::mt outlay over the five years from 1961-66 is twice 
.as much a.s that over the ten years from 1051-61. The per capita 
.investm~nt pJr Y<lar ov~r th) fir.;1t pl.in was R~. 3 itnd that over 
.second is expected to come to Rs. 6. Over the third pla.n period 

37 
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the expected investment per capita per mmum would approximate to 
Ra. 42·5, taking into consideration the projected rise in population. 
The plan, therefore, appeara 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 20% since the 
commencement of the second plan nnd by about 20% since the start 
of the first plan the outlay of Rs. 10,200 er ores, even if, it actually 
materialises would not be extra-ordinarily heavy in real terms. Even 
in terms of investrnen( as a. proport;on of the national income, it is 
not heavy because, in comparison with the investment in the first 
plan of 7% of the national income, that in the second of 11 %, the 
third plan would bring investment to 14% of the net national output. 
The rise in income sought to be achieved h 5% rer mmum and that 
in consumption 4°/4. It ii,, 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 Commissio1(as follows :-
(Rs. crore;) 

Source Second Plan Third Plan 

l. Balance from revenucs on the 
basis of existing taxation 

2. Contribution of the Railways on 
the existing J,a<Jia 

3: Surpluses of o ;her publio enter-
prises on the existing ba.~is 

4: Loans from the public 
6. Smr.11 savings 
6. Provident fun~, betterment 

levies, steel equdisation ft nd 
e.nd miscel111ncous capital re­
ceipts 

7 . .AdditioMl taxation, including 
measures to increase the sur­
p !uses of puhlic enterprises 

8. Buclgetary receiptB correspond­
ing to external a~sistance 

9. Deficit financing 
10. TotfLI 

(-) 100 

150 
(included 

in I above) 
800 
~80 

213 

1000 

982 
1175 
4£00 

•Planning Comm'ssion-Third Fiv.: Year Plan, Draft, p. 47. 

350 

150• 

440, 

850 
550, 

510, 

11\)0· 

2:fO 
ii50 

7250• 
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Of the Rs. 7250 crorcs proposed to be raised to implement. 
the plan in the public sector, Rs. H W crores would be current 
outlays and Rs. 6200 crores, im·cstment 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 foct that the 
priYate sector creates at present nearly 7;'>% of the national income 
and that the third pla.n outlay in the private sector is only Rs. 4000 
crorcs, it would not be wnrnrranted 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 commw1ity would be the limit of investment be it 
in the private or the public sectors. Thus it seems plausible to 
imRgine that the success of the public sector in mobilising the resour­
ces might \\·ell mean a foilu~e of the private sector to find 
resources for its own schemes, unless there hr..'; been r..n under-estimr.­
tion of the total volume of savings in the community. The conflict. 
comes out clearly in the sphere of tax r.nd 1011.n resources. Apart. 
from undistributed part of profits set a~irle for investment, the funds. 
for investment in the prh·ate sector would c.epeml on the ext~nt to­
which they succeed in dodging the taxes. It is a fact well known 
according to Kaldor's report that the talents for t:\X-ev,\sion outdo 
the wits of government. So long as the ta.xe5- dodged are employed 
for investment in the priv!l.te sector, the speed of economic develop­
ment of the economy es a whole neeu not at all slow down, though. 
the pattern of investment might not be the m:),t 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. Ag11.in we see the same conflict­
about loans. The more the government succeeds in mising loans 
from the community, the private sectcr might feel the pinch of a. 

shrinkage of the loan-ma.rket 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. Doubt5-, however, per1:1ist a.bout the 
capacity of the government to luy its hands either on the incligenous 
"milch-cows" or on those which exist abroc.d which wou'.cl provide 
enough for the thu·d pla.n. 
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The government desires to raise by way of taxation Rs. '.?000 
~rares-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
scale evasion of taxes. In view of the fact that the national income 
has risen by 42% during 1951-61, as against the growth of popu­
lation of IO%, and in view of the fact that the fresh incomes have 
got concenlr.1ted in the hands of the already privileged sections of 
the community, the extra tax effort involved o;hould not be dilTicult 
of achieverr:ent. The tax:ible capacity does increuse in JJroport ion 
to growing incomes, especially when maldistribution of incomes 
ii;nposes 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 celebrities 
-could be prwicd oiT in crdcr to release resources to be diverted into 
investment channel~. 

More than taxation, an item more striking is tudgetary re­
ceipts corresponding to external assistance which places the amount 
to be realised at Rs. 2200 crores. The draft plan s1otes further 
that Rs. 1000 crores would be the Ldditional external obligation 
arising out of the need for repayment of loans which fall due for 
repayment and servicing of loans which continue further. The 
total value of expectation from a.broad comes to Rs. 3200 crores. 
In view of the fact that our credit abroad is pretty rnund and that 
our plans have already been blessed by the three-man committee, 
sent by tie \Vorld Bank and the enormous omoi.:nt of proE>perity 
which has bee.1 attained by the western nutions in the post-war 
period, the necessary assistance from abroad ought to be forth­
coming, unless intem!Ltional political rivalries lead to an ergulfment 
of the world in a global can ouf a!_ e, in "hich cw;e humsn civilizatien 
might well go to a.shes in a hon-fire. We ha,e been getting assistance 
from both the rivalfl in the ccid-war and there is hope, this would 
continue c.ver the third plan as well. The snag on the fide of external 
.assistance is that our F.terling bnli:nces have declined EO muc-h so that 
not further bimking on this source is possible in the course of the 
third plan. 

The third important source er.visaged for the plan is internal 
iou.ns which huve been placed at 850 crores of rupees as 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 t-0ns 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 resourccs could be made to go a longer way by 
pruning off moon-shines like the 1rntional service scheme for 
university students which is cstirnatc<l to 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 th13 
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 for and which bids foir to aggravate sharply every 
year is the problem of surplus labour in the country at large and 
especially so, in the rurnl areas. Given a rigid occupational struc­
ture ns the rural areas h:we, 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-
11 fraction of the tot:1\ rural surplus o.ncl the rest of them o.re supposed 
to be employed in their tr<tditional occupation of forming. Thcre­
is, therefore, a largo volume of disguised unemployment and Wlder­
employment in the sense th~t there arc millions of workers prepared 
to do more of work than what they are already doing but not finding 
any oppc1:·~nnity. 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 l'Wl into crores. The Planning Commission feels, how­
ever, that such a c:mcept is not suited to a backward eeonomy like, 
ours. The concept of under-employment which they agree to accept. 
is th::tt 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 tho.t the number of under­
employerl persons in the rnr.~,l areas is likely to be 15 millions. 
There a.re ru:sons 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 a.ge-gronp which is supposed to, 
consist of the workers. There a.re some theorists who believe tha.t. 
even if n.11 the surplus la.hour be drained off from lond into other-
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occupations, agriculturr.I rroductivity would not be adversely affected .. 
Even if this proposition is not accepted in toto, the fact remains 
that, as it is, quite n large number of physically .and mentally sound 
persons are required tJ waste their time and b'I more or less idle 
consumers, whatever the standards of consumption. \V1111t should 
ot lwrwise l,e a great asset to the country has becc1me 11, net liability 
in the presenL sc>t up and this m1omalous situation needs rectifica­
tion as c>arly ;s possible. The enormous amount of potential pro­
duction which a fuller employm:mt could have made possible, is 
not being realised today because of large-scale unemployment. In 
fort, thrre is every fear that the need for diverting potential savings. 
to prbvide the minimum consumption requirements of the under­
employed ru1d the unemployecl is eating into the rate of possible 
investment 011 land und hence, hampering the growth of our agri­
culture. In this sen:;r, the unemployed and the under-employed 
arc a clcl:'.r obst,~cle to c>conomic development. 

Employment, us obsrrved by the Planning Commission, is both 
the cause mu! the consequenc:, of economic development ond thus 
the ru 1.I ar~::n arc badly im·olved in a mess of vicious circles, 
cxtricr,tiou f1 om ,rhich po~ tuli,tes a clean break away from the 
strungukting circurnstanceo. The third plo.n !ms ch11,lked out the 
following programme in this direction. 

Agricultura,\ production in the third plr.n is to inr.rcr.i'e twice 
n.s fast it, i~ di I during the decade 1949-50 to 1958-59 n.nrl this 
increuse in r .. gricultural production is sought to be achieved mainly 
through the employmn1t ln,bour-intensive techniques of agricultural 
d'.:Yelormen'. TI.ere are quite mn.ny jobs in the country-side which 
require ve1·y little of ~ kill and which could be performed with the 
most y1rimit ive of tool, reqtiring comparatively a. little of capital. 
The third phin cm·i8a.ge~ a co:nprehem1ive programme of works in 
the rnrnl areas in, order to make it possible to create adequate em· 
rloyment opportunities on the one lmnd and bring about an increase 
in egricult.urul production 011 tin othe··. T:1e works envisaged are 
dividecl inlo five categories r,, follows :-

1. "Works projE-rh, i11c·h1Cled in the plans of States and local 
bodies which i1·,\·olYe the use ofunskillul r,1:cl serni-~kilkcf 
labour. 
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.'2. Wm·ks 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
mwierative assets. 

5. Supplementary works programmeil to be organised in 
areas in which there is a hig:i incidence of unemployment. 

There are many schemes included in tho plans of the !oral 
:botlics which need a hirge volum.1 of unskilled antl semi-skilled 
labour. For instance, minor irrigation, flood control projects, lnnd 
reclam,ition schemes, afforestation, soil-conservo.tion, road develop­
ment etc. which could be done as indici~ted eo.rlier, with more of 
labour and less of capital. The o.ssignment of such works could be 

-entnisted 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 la.hour is not avail­
.able in their own locality, they can import labour from outside. 
'This seems to be an excellent suggestion to get rid of the contractor~ 
who ,,re observe,) to be makin6 fortunes out of the development 
schemes of the couutry. 

The law imposes an oblig .. tiou on certain categories of people 
to maintain certain works .within their urisdiction-the construction 
.and maintenance of field channels, desilting and maintenance of 
·Co.n!l.ls, ma.intenanc3 of bun:h and t,\nks and desilting the beds of tanks 
,etc. The plan observes that it should be duty of th3 vilhg, pancha­
yat or the panchayat samiti to get the uecesso.ry development 
,carried out by the parties c;:,nc3rned 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 St:i.te (.bvernments 
.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 cowitry-side. 
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The third plan also Yisualisrs a minimum amenities programme_ 
This includes development of local works schemes undertaken during­
the first and second pl!tns which generally speaking were appreciated 
and elicited participa~ion from the local communities. Instances of" 
this type arc: (I) the supply of drinking water (2) roads linking each 
villngc to the nearest muin road or ro.ilway station a.nd (3) the village· 
school building which may also serve ns a community centre and 
provide facilities for the village library. This would be a part of the 
community development programme. 

It is realised that there is a wide scope for creating village com­
munity assets through labour-intensive measures of employment. Such 
assets include tanks, fishcries,fuel plantations and common pastures. 
In some of the specially backward areas, sp~cial works prcgrnmmes. 
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
cow1try-side in the development plans of their own areas and the· 
extent to which rernurces, especially, basic wage-goods such as food, 
tobacco, kerosene etc. arc made available to the workers. 

Frequently, a point is made in theoretical literature on economic· 
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 measures is the lack of adequate food­
supplies on the one hand and the- cupncity to org1L11isc- on the other •. 
The thinl plan hus some distinct advantages in both the respects. 
Our agreement with Hie U.S.A. under PL 480 for the importation 
of 1 i million tons of foo(lgrains shout,] go a long way on the food 
front and our experience in the field of organising eommunitY:develop­
ment schemes and rural extension services should help us in 
making amernls for our deficiencies in organising village development 
schemes. 

Dovet,iiling some non-agricultural crafts with agricultural 
devc-lopmcnt is 1ilso an cssP:itial condition to provide adequate rm-· 
ploymcnt opportunitic, and also to provide the basic consumer goods 
in the country-side. There is every hope that things would move 
fast in the expected dircPtion. 



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 fommlation 
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 spite of the fact that ours is a 
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 ple.n, 
the point at issue is that to execute a. plan efficiently is far more 
wfficult than to design it. This does not mean that the two are 
unrelated. In fact, formulation and execution are closely related 
in !I. 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 m~chinery to carry 

-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 exercise political 
compulsion in order to achieve economic ends. The severity of penal 
measures for slackness in execution exerts s. 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 a.bout revolutionary economic changes within 
a short time. Even in those countries whose economic development 
has come about through the process of capitalist.ic mode of orgonisa-
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tion o.nd production in the pre "take off'' and the "take off" stages 
of their economy, the cr.pitc.lists virtually exercised the self-so.me 
.1uthlessness as is clone' under a dictatorinl regime, albeit the fact 
that the sphere uf their juriHliction wns limited to what came under 
the.·r ownership nn1l over-lord-ship. 1Yc luwe, however, accepted the 
values of a democmtic form of society nncl there is no going back 
upon them, despite the obstructions which such values misc in the 
path 0f speedy economic 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 GJvernruent,s a'.1d (c) th~ pr;v.i,te entrepreneurs who are in charge 
of the implementation of the plans i11 the private sector of the economy. 
'There is no problem of execution so far as the private sector of the 
•economy is concerned because the stimulus provided by the enor­
mous outlay of the public sector has been strong enough to induce 
the entrepreneurs to exert themselves e,·ery nerve to reap a ricu 
harvest of profits. Ever since the commencement of planned outlay 
i11 the public sector, from the beginning of the first plan, the private 
.~ector of the economy has been expanding foster than the public 
.sector am! 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 prirntc sector· of the plan. The fly in the ointment is 
the cliflkulties of execution of the schc-mcs in the public sector of the 

plans. 
The administrnt.ive mechanism which we have inherited as a 

legacy from the Britii;h is suddenly confronted with functions and 
duties, nml responsibilities which they never had· any occasion to 
-discharge in the pa.st and, by and large, lmrrii1(J' a small minority of 
efficient people at the top, the generality of the personnel cou~ists 
-0f awfully bad mercenaries whose sole aim in life is to make t~ fortune 
by the abuse of the power vested in them by virtue of their being 
government serv:mts. This has remained a.nd this will continue to be 

_ a serious obstacle to the efficient implementlttion of the programme 
of developmcl't ruder ihc public sector of the plan. The modus 
operandi of E-x:ccution as constituted at present is that the departments 
concerned Pntrust the work to the contractors and the actual role 
played by the a.dministmtive 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 seYeriil eases th11t the work done is 
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bardly worth the expeEditure inaurred upon and the use of inferior­
material, bad workmanship and an intolerable wastage of public 
resources has been nothi11g 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

. eluding Minister, Secretary and Head of Department ; 

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

( 4) ensuring in respect of important construction projects 
tha.t 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 pri11eiplel" would be put into practice. 
Not that knowledge is lacking as to 11lnt 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 
partirular persons. The top level heads like minister, secre­
tary, he!l.d of department can certainly play a very important 
role. To accept democracy and 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 greate!' amount 
19f slackness a.nd the definite fixation of responsibility on a certain 
individual would ma'rn it in:l'ossil,le for the person concerned to 
escape the responsibility entrusted to him. Severe punishment must 
be viaited on those who slacken in their efforts or abuse othenvise 
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their privileged position for persone.l profit and a.re found to be guilty 
of negligence of their responsibility and duties. This has to be treated on 
par with trea.son in view of the great importan-:ie to be attached to the 
implementation of the schemes. 

The suggestion to cut through bureaucratic red tapism by 
simplifying procedur.:is and ensuring proper supervision at different 
level'3 is welcome. This a.lso is an a.sp~ct 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 plnn that about I/6th of the total exp:mditure­
wa.s incurred on construction works. Big and grandiose buildings 
are certainly not vital to the economic growth of the c)untry and 
wherever there is avoidable expenditure on the con 1truction of 
magnificent structures, we can take it for granted that so much 
of money is totally wasted. The suggestions given includ3 limiting 
constrnction to inescapable buildings, materials budgeting standardi­
sation, precise e-stim.!lotion, a reduction in the as3ignments to C'lntrac­
tora, depo.rtmental execution, encouragement to labour-oo-opera.tivee, 
la.hour-training etc. The3e are really most valuable of suggestions 
and let us hope that they would oo:duly put into practice to ensure 
speedy and efficient execution of the third plan. 

While the role of the governmental agency is apprecia.ted, we 
ca.nnot forget th3 fa.ct that public co-opcmtion is equ9,lJy vital and 
important. The government, however, saems to rely more on the 
well organised urb:m bodies like the Kasturba Gandhi Nations.I 
Memorial Trust, the Harijan Sevak Sangh, the Gandhi Sma.rak Nidhi 
the Bharat S:wak Sa.m'l.j, th'l Indian Conference of Social Work' 
the Indian Council for Child Welfare etc. than on the institution of 
smaller bodies at the village level. The big bodies a.re important a.nd 
have been doing good work. But most of their activities seem to be 
confined to urban areas and there is a great need for enlistincr the 
co-operation of the village folks. The suggestions ma.de by 

O 

the 
Balva.ntrai Mehta Committee report in the direction of devolution of 
authority in favour of village panchaya.ts and the regional panchayats 
a.re likely to prove effective in exciting the· interest of the villageriJ in 
the problems of their own upliftment. Much, however, depends on 
the quality of the authorities at the villag'l level and there is reason t;o 

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 for 
as a result of the historical forces opera.ting 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 
ilmbarkcd on a. planned programme of development, it is essential to 
sec that such of our follo-.v countrymen as are compelled to live even 
today in n0ne too civilited soci::l-economic circumstances are given 
.a, special h('lping hand so that they might not lag for too behind the 
rest of the country. This problem of the backward peoples in back­
ward areas-and parenthetically• we may note even some of the most 
advanced of states do have some backward pockets-a.<1sumes a criti­
•cal importance at the present juncture of our cou:itry, 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, railwayil, roads etc. The point to note is 
that the advanced regions stand a much better chance of further 
advancement wherca.l the backward regiora 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 b£nefit of development goes to such of the areas as are already 
.better developed. One of the important considerations in the location 
.0 f development schemes ought to be the extent of development al­
ready achieved and the possibility of giving a preferential treatment 
to such of the areas as have 1.ot been able to develop so far. This 
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does not, of course, mee.n the.t ecimom.ic considerations such e.s proxi­
mity to re.w-mo.terie.ls, meo.ns of transportation, communication e.nd 
power, supply of lo.hour, possibilities of marketing etc. should be 
relegated to the be.ck-ground. Economic considerations a.re certainly 
all important e.nd the advantages of the reducing cost a.re bound to 
influence the selection of sites in e. particular region. All the so.me 
the consideration of ensuring some sort of a. regional be.lance ought to 
weigh with the planners of the country in according backward a.rea.s, 
at lea.st som ~ privileged position. For instance areas like Vidarbha., 
Marathwada eastern U.P., Madhya Pradesh, Orissa, Assam, certain 
portions of 'Bihar and My8ore are so glaringly backward that they 
deserve a special treatment. 

One of the likely impediments in recognising the claim of a 
-certain area. to backwardness in order to be able to receive a special 
consideration is the paucity of adequate statistico.l 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 a.re in progress. As it is, there is not available sufficient 
information for any objective evidence which would justify specie.I 
treatment to certain areas. All the same, areas 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 
oorrect 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 ha in the interest of the private profit-hW1ters, to make lumpy 
investments especially in industries which go by the name of publio 
utilities as may be ta.ken over by the sta.te any time. The state has 
to give the initial push so that thin6s may get going. In order to 
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gi\re effect to the idea of balanced regione.l growth the following 
consideraticns h&ve been laid down by the planners :-

(I) "the priority given to programmes like these of community 
development, irrigation, especially minor irrigation, local develop­
ment works, etc., which spread over the_ entire area within the. 
shortest possible time ; 

(2) provision of facilities such o.s power, water supply, trnns­
portation and communications, training institutions, etc., in nreo.s 
which were lagging behind industrially or where there wa.s greater 
need for providing opportunities for employment ; 

(3) programmes to be undertaken for expanding vi1111.go nnd 
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. ln 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 1:chemes 

88 are likely to confer benefit on a larger number of families. Minor 
irrigation, bunding road development, development of tanks, construc­
tioJl of school buildings eto. are some of the schemes which are 
likely to leave their impact on a wide area. and hence they deserve to 
be accorded a priority. The second and the third ate closely inter­
connected. The development of village small scale and cottage 
industries obviously postulates at least some basic facilities and th& 
provision 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 considerdions and 11, backward region which does not have 
these advantages, stands little chance of receiving the benefit of a big 
industry. All the same, it is good, the licensing policy of the state 
keeps this consideration also in mind. 

The State:plans1 play an exceedingly important role in ensuring 
regional development in general and the backward areas in particular. 
Agriculture, community deve:opmcnt, village and small scale indus­
trieH, irrigation and power and social services are mostly provided for 
in the Stn.te pla.ns:and o. wide dispersal of schemes such as these so aa 

•Third P:.rn, A Draft Outline, p. 71. 
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to confer b~nefit on the backward areas 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 
beep. formulated in certain areas which face especially scarce situation. 
In 1953-54 a special programme wa.s executed in some areas of 
Andhra Pradesh, Assam, Bihar, Bombay, Madras, Mysore, Rajastha.n, 
U.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-I I yenrs, special emphasis being placed on industrial location in the 
backward areas, the expansion of technical education, development 
of occup:1tions complem:mtary to agriculture o.nd 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 regians. More and m:Jre of knowledge about the 
potentialities of the b&ckwo.rd regions is one of the basic essentials 
for their upliftment and it is heartening to note that sincere efforts 
.a.re being made to discover and diagnose the troubles of the backward 
il'egions, 



CHAPTER 11 

AGRICULTURE IN THE PLAN 

It would not be an exaggcrntion to hold that the succeEs or 
otherwise of the third plan hinges largely on the fulfilment of the­
targets set for agricultural production. Agriculture contributes tven 
today employment and living to nearly two thircls of the total popula­
tion, accounts for nearly half of the national income, provides basic: 
raw materials like jute, sugarcane, cotton, oilseeds also to o. number 
of industries, and it is generally agricultural production which plays 
e.n important role in stabilising or destabili8ing 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 whirh took a heavy 
toll of life, has been the food problem and there uc experts who 
foretell the almost certain prospects of a. 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 which 
is the reservoir of the "re~erve army of labour" to be drawn upon to 
supply the needs of a rapid industrialisation programme. It is again 
the earning and spending habitR of the rural agricultural population 
which make the marginal or even structural alterations in tbe­
demanJ for non-agricultural commodities and 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 foreign-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 numher of credits in favour of agriculture~ 
there are some development theoreticians who hold t,hat India could 
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have a. prosperous economy on the basis of a thriving agricult~al: 
sector, even though the industrial · sector be minor in comp:i.rativ&· 
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: 
programme of industrialisation and the consequent inflationary 
pressures genernted during the period of gestation of the investment 
programmes could be easily avoided by shifting the emphnsis 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 }allowing· 
Table: 

group public sector 
investment 

1. agriculture, minor 
irrigation and 
community develop­
ment 

2. major and medium 

irrigation 

675 

640 

(Rs. crores) 
private total 

investment 

800 1475 

640 

2115 

Of the total investment outlay of Rs. 10,200 crores in the pub Ii~ 
and private sectors together, Rs. 2115 crores have been directly 
allotted to the development of agriculture-this works ouL to slightly 
more than 20% of the total. In view of the signific:1,nt role which 
agriculture is expected to play, an allocation of only 20°;, of the 
total investment outlay to agriculture appears mther too small. This 
line of reasoning, how,,ver, would n, t Le warranted if one takPs 11, 

view of the probh'ms confronting our economy in a conent JK·rs11ce­
tiv,•. and apprecia' es the close complcmt·ntarity betw,iru tlK• develop­
ment o industries a1,<l the growth of agri ul turo. To eon~ider t ,c 
problems of agriculture in isolation is likely to lead to misleading 
conclusions. For instance, the requisites for the growth of agric11It11rc 
such as the extension of irrigation facilities, soil conservation, clry 
farming and land recla.mo.tion, supply of fertilizers, provision of 
adequate transportation facilities to enable disposal of surplus 
a.gicultural produce etc. hinge largely on the development of the 
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i,µ,dustrW sector of the economy. The point which ·we are trying to 
:i;nake is tha.t the development plans of agriculture could not be 
~equately accounted for merely in terms of the proportion of the 
aggregate investment outlay allocated to agriculture. 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 thr, plan proposals that agriculture woulcl 
oontinue to be the biggest single segment of the private sector of the 
economy and in view.of the scattered nature of forming, development 
of agriculture has to be dcne more by direction than by dictation. 
With characteristic indiviuual farming practised by most of the 
peasant-proprietors, agriculture is likely not to lend itself to over-all 
pla.nning 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 the two is not ruled out 
as is 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. It is «Jiffieult to believe that agriculture under 
the go'\"emn.ncc 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 ll,S possible so that 
the bu8iness of farming may be reduced to a smaller number of easily 
manageable co-opeiative units. It is also because of the impossibility 
-of bringing ogriculture under the penumbra of over-all planning, that 
the chief execution agency for the a.gricultural plans is expected to be 
the locul institutions like the village pa.nchayat, the block pu.ncha­
:yat and the zila parishads (district boards). 

The plan_visuulises an increase in agricultural output of 30-3 :% 
of that which is estimated for the year 1930- i l, over the five years 
of the third phm and some principa.l ta.rgets for dilfe1 cut commodities 
.are as follc,ws :-
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unit ~get % ,cpn:unpdity production expected 

in p_roduction of increase 

1958-59 in 1960-61 production 
in 1965-66 

foodgra.ins million 
33-40 tons 73·5 7;>·0 100-105 

-oilseeds 7·0 7·2 9·2-9·5 28-32 

wgarcane 7·2 7·2 9·0-9·2 25-28 
" ootton ,, bales 4'7 5·4 7·2 33 

jute 6·2 5·5 6·5 18 
" 

,, 
-coconut million 

nuts 4455 4500 5750 28 
areoa.nut thoUB&Dd 

tons 85 93 100 8 
-cashewnut 69 73 160 106 
pepper 26 29 30 3 

" ca.rdemom n.a.. 2·26 2·62 16 
" Jae 33 50 62 24 
" tobacco 263 300 325 8 
" tea. million 
lbs. 716 725 850 17 

<ioffee thou@edld 
tons 44 45 80 78 

rubber 25 26·4 45 71 
oil commodities 30-31 

These targets a.re sought to be a.chioved on the bMis of the 
village production pla.n which would pay particular attention to 

I. "full utilisa.tion of irrigation facilities, including ma.intena.uce 
of field channels in good condition by the beneficiaries, 
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 fertilisers, 
4. programme for composting a.nd green manuring, 
5. adoption of improved a.gricultura.l practices, e.g. soil conser­

vation, contour-bunding, dry farming, m;x~d farming, 
ple.nt protection, etc., 
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6. programme for new minor irrigation works to be undertaken 
in tho village, both through community participation and" 
on an individual be.sis, and 

7. progri.mme for the introduction of improved agricultural 
implements." (po.go 156). 

With the extension of community development programme to 
all the villages of India by tho end of the third plan, the removal of 
institutional obstacles, the development of co-operatives, th& 
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 ugriculture, the 
increasing plan consciou8ness in the countryside etc. are oil measures 
calculated to ensure the fulfilment of agricult,ura.I production to.rgets •. 
if nature is not unduly harsh. 



CHAPTER 12 

LAND REFORM AND THE THIRD PLAN 

Unless there is a congenial institutional set up in the o.grieultural" 
sector of our economy, the proposed goal of mising agricultural pro-· 
duction during the third plnn, by 30-33 per cent over the targets 
achieved by the end of the second plan is likely not to be adequately 
realised. Among several conclitions the fulfilment of which alone 
could fairly well ensure the realisa.tion 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 
i::1stitution of landreforms during the first o.ncl the second pla.ns, 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 cultivatecl excepting for about half the share of the 
crop, the remaining portion going to the owner of land. Sub-infeuda­
tion o.ncl the interposition of.a number of intermediaries between the, 
tiller and the state led to many malpmctices 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 
uncP~tainty about his being able to continue on land, diversion or 
pos: le savings to satisfy the craze for conspicuous consumption on 
the part of the landed gentry, itnd in general ineffic'ency of cultivation 
which adversely affected agricultural produrtion. The land reforms. 
which haYe already been brought into force seek to eliminate alli 
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 wit.h regard to the minor 

tenures left so far, there has been a consiclera.ble regulation 1:mcl the 
scaling clown of rents. The most important of all reforms, however, 
is the eonfermPnt of ownership rights on certain class of tenants. 
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'There is, however, no easy solution for the agrarian problems of Indio. 
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
·quo.te opportunities for employment in the non-o.gricultural sector 
of the economy. There is the problem of a. large number of landless 
labourers 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 1,atie.fied in the situation of our agriculture with great me.sees of 
people scrambling for tiny bits of land in order to eke out a living. 

In genera.I, 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 
agrie!!ltural productivity. A class of self-reliant and hard working 
peasant proprietors a.re expected to contribute their best to the 
improvement in agriculture.I productivity. This, however, is a partial 

-solution of the problem and that too for a short while been.use, it 
in no way helps in the elimination of the discrimination against the 
landless labourers~; nor does it give any reason as to why rights 

-of ownership be conferred on a pn.rtieular set of people, let alone the 
-question of adequate compensation being paid to the former owners 
·who are deprivrd of their mee.ne of livelihood. The ll11ld reforms ne 
they have been executed so fa.r have shown a particular discrimination 
in favour of a cel't:i.in cl··ss of temmte who wield a considcmble 
political influence by virtue of their importance in throwiug a 
particular party into power. The lesser tonant,a and the landless 
labourers who are mostly the mernbers of scheduled castes and 
scheduled tribes have not been given a fair 1lee.l and there docs 
not seem to Le any chance for them of ever becoming cultivators on 
their own. The only wa.y open to these per-pie is to move out of 
agriculture in search of occupat.ions in the small scale and cottn.ge 
industries or elsewhere in the urban areas in favour of the least 
skill( d of menial jobs in order t-0 make 11, living. Comequently, the 
claim made by the draft outline of the third plan that the lam] reforms 
seek to aEsure "equality of status and oppol't1111ily to all sections of 

-of t,he rur:d popuhtion" !Lppeare to he completely ill-1ouncle1l. 
Be it what it may, the next point to consider is how far the 

sy&teru tLa.t has been brought into existence Lids fair to deliver the 
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goods. It is truo peo.so.nt proprietors o.re likely to work much harder­
when they acq~ire o. sense of security and o. fair deo.l and this is 
likely to improve ag1·icultural productivity. It is also likely tho.t the 
phenomenon of the bo.ckwo.rd sloping supply curve of labour might 
induce some of the former teno.nts not to work hard but be self­
complacent with the increased share of the normal produce, over 
which they now have a command because of the reduction in tho 
share of the landlord. Should such o. thing come to pa.ss, there 
might actually be o. foll in output due to the slackness of the 
cultivators. The volume of investment on la.nd is o.lso likely to fall 
owing to tho lo.ck of investible funds with the average cultiv!l.tor and 
the elimino.tion of some of the enterprising landlords as well along 
with the indolent idlers. There also hns been o. considerable shrinkage 
of credit facilities with t.110 restrictions which have been impased 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 or 
our country, all these a.re relevant considerations which have to be 
accorded a. due ,veight in interest of securing maximum agricultur ,.J 
productivity during the third plan period. 

The draft outline of the third plan observes : "Tho main task 
during the third plan will be to complete as early as possible the 
implementation of policies evolved during the second phm 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 Lathered about the problem 
of rent which is more or less solved and all that needs to be done in 
this respect is that laws a.lrea,ly passed should be strictly enforced. 
Who.t is required is not fresh legislation but enforceme.1t of the ones 
already p:tssed. For instance, it is seen that there has been a. large­
scale ejectment of tenants in many States under the guise of 
"voluntary surrenders" nnd thus, the law prnviding for tho security 
of cultivators has b"'en rircumventetl and rendered ineff.ictive in 11, 

legal w:iy. It should be the task of the third plo.n 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 Janda are me.de the 
owners as early as possible. 

La.we about the imposition of a. ceiling on land-holdings have 
. already been passed by many of the States and this measure apart 
·from the n.chicvement of some egalitarian ends is expected to lead to 
intensive ~•.1ltivation in so for as the possibilities for extensive 

-cultivation are reduced. (The same measure needs to be applied to 
urban housing property which now goes totally Soot-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 
formers to work harder, invest more, save more end consume the 
minimum for efficim.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 need for complementary measures to be 

-enforce& if the targets set for agriculture sre ever to be reo.lised. 



.. 

CHAPTER 13 

VU.LAGE AND SMALL INDUSTRIES 
Ours is a. country with o.n o.bundo.nce of unskilled labour and 

a comparative scarcity of capital-resources and organisational ability . 
.Placed as we .ue in the prc-inclustrio.l state of under-development, 
quite o. 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 nmsses of our il~ople. Regardless 
of whether we deem it <lcsi.rable or undesirable to emulate rapid 
large-scale industrialisation of Eomc of the western countries, the 
pattern of our plans for the economic development of the country is 
bound to be conditioned by the foct tho.t th<'rc is IL great scarcity of 
capital and an abuncfancc of labour, equipped with neither the high 
.levels of health !l.nd 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 va,ricty of commodities. Given the 
state of over-populated uncler·dcveloprncnt, we are constra,i.ned to 
-design such schemes as would h1.y the greatest emphasis on the fuller 
utilirntion of unutiliscd mm1powcr and provide employment to the 
largest number of people with whatever investil,le resources o.re 
.mo.de avo.ilable. 

In other words, the employment-capital ratio ought to be the 
maximum in order t-0 create more and more of employment oppor­
tunities. The importance of achieving this objective could be 
.appreciated when we remind ourE<elves about tho mo.gnitude of the 
:volume of unen,ployment und 1.mler-employment whether open or 
-disguised, ,1 hich we find in our country. It is well known that we 
have failecl to achieve the employment target sought to be achieved 

:by the end of the second plan. As . against the target of C'rea.ting 
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employment opportunities for 8 million workers, the expected 
achievement is estimated to be only G millions and taking into consi­
derati8h 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 ho acutest in the course of the third plan. The 
amormt of frustration and mora.l debasement which enforced idleness. 
causes to the physically and ment!l.lly sormd young men of our 
country due to enforced unemployment is too well known to need 
B.i.Y 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 tho 
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 mini.mum 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 ,ve 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 sms.ll 
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, regardless of what happens to employment. This 
argume'.1t is really very powerful and difficult to refute merely on 
eeonorn1c brrounds. But the snag of this Iino of reasoning lies in the­
fact _ that there is no evicL,1;:c to prove that the total production 
or.tamed by a large number of decentralised small unite is in any way 
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less than what is likely to be got out of a few ~ig units which absorl> 
the same amonnt of capital as done by several small units. Without-
118.Cri.ficing 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 commnnity. 

The third plan proposals would be guided by the following princi-· 
plea 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) email w1its will be assisted to improve their organisational 
and technical efficiency ; and 

(3) artisans o.nd craftsmen will be helped to organise on co­
operative lines, especially in the rural areas." 

The help visualised to be extended to village and email sea.le 
industries will "take care of the various requirements of the rural o.rti­
eans and craftsmen, namely, adequate facilities for training, provision 
of credit under 11n ensy procedure and at reasonable rates, technical 
assistance provided through extension services and common service 
facilities, supply of i:inprovcd tools, facilities for purchase of raw 
materials in short supply, assistance in the m11,rketing of gnods through 
ea.Jes depots a.nd purchase of Government stores and, where necessary, 
construction of workshcds." It is seen thn.t this is quite· a compre­
hensive programme which needs a large amow1t 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 tA. 
be to the tune of Rs. 275 crores, bringing the total to Rs. 525 croree. 
The third plan public outlay is going to be distributed !LB nnder :-
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second plari third plan . 
(anticipated (tentative 
expenditure) allocatio~) 

(Rs. crores) _ 

b11J1dloom and powerlooms in 
the handloom sector ~2-1 36·0 

kbadi, Am ba.r khadi and village 
industries 80·5 89·0 

small scale induetriee and indus• 
trial estates 56·3 107·0 

handicrafts 5·3 8·0 

aericulture 3·8 7·0 

-coir industry 2·0 3·0 

total 180·0 250·0 

The third plan visualises the establishment of 300 new industrial 
-estates and hence, the allocation to small scale industries and indus­
trial estates comes tons much as 43% of the total of Rs. 250 crores. 
The handloom secLor, including powerlooms in the handloom sector; · 
has been allotted Rs. 36 crorcs. Out of the 13000 powerloome 
sactioned to be installed so far only 3500 have been actually put up. 

The principal physical targets for the third plan arc as follows :~ 

unit 1960-61 1965-66 
handloom 
Jlowerloome 
others 
khadi 
traditional 
Ambar 

million yar<ls 2,125 l 
) 405 l " 
J ~ " 

" 
3,500 

48 j 
32 " 

" ----
2,6 0 

TaW silk million lbs. 3·7 5-0 
industrie.l estates no. 60 360 
powerloome to be installed in 

the handloom sector no. 3500 13 000 

The village and small scale industries have already ma.de a re­
JD&rkable progress under the first and second plans, especially because 
~f the growing demand consequent upon rising incomes. This procesa 
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could confidently be expected to inte~ify 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. v1.riety of commodities and 
the village and small sea.le 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 
mineral schemes being as much as Rs. 2500 crores net-Rs. 1500 
crorcs in the public sector and Rs. 1000 crores in the private sector. 
In addition Rs. 525 crores aro expected to be expended on the­
developm·mt of village und small industries-Rs. 250 crores in the· 
public sector and Rs. 275 crores in the private sector. Thu_i,, of the 
planned investmen~ outl~y of _Rs. 10,200 crorcs over 

1

the third plan, 
the allocation to mdustr1es, big and small comes to hs. 3025 crores. 
The proposed outlay on the generation of powe1· in Loth the sectors 
together comes to Rs. 975 crores-Rs. 925 crores in the public sector 
and R.~. 50 crores in the private sector. Transportation and commu­
nice,tion have been allotted Rs. 1650 crores-Rs. 1450 crores in the 
public sector and Rs. 200 crorcs in the private sector. The tote.I 
outlay on power, trnnsportation and communic'J.tion works out to Rs. 
2625 crores. The 11ggregate outlay on the development of power, 
tre.nsportation and communications, village and oma I industries and 
hea.vy industries and mineralA adds up to Rs. 5650 crores which is 
more than 55%of the total outlay of Rs. 10,200 crores, envisaged to 
be undertaken over the third five year plan. 

Two things prominent.ly 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 
especially with regard to the contribution made by industries to the 
national income and (b) the public sect-0r 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 increa.si1 gly importan~ 
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role. The state proposes to have almost monopoly i I the field ?f 
power, transportation and communications and so for as the big 
fodustries 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 
]>rogramme of industrialisation, the occupational structure is likely 
not 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 Jabour employed in the primary se;:tor 
-of the economy gradually declines and in fact in all the advanced 
•cow1trfcs of the w rid only a minor portion of the workers would be 
~mp Joyed in the primary sector of the economy. There is an over­
-riding 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
-ted to lay strong foundations in order to stimulate a rapid process of 
industrinlisation over the plans to come so that there could be a 
,growing transfer of labour to the secondary and tertiary sectors of the 
economy. This process of rapid i~dustrialisat-on should also be 
helpful in securing some freedom from the law of diminishing returns 
which largely accounts for tl1c low productivity of our agriculture. 
"The objectives as set forth in the draft outline are as follows :-

"The industrial plan for the period 1!)61-66 has to be governed 
by the overriding need to lny the foundations for rnpid industrialisa­
tion over the next 15 ycnrs, if long term objecti-"-es with regard to 
national income and C'mployment are to be achieved. From this 
-point of view it is essential to press forward with the establishment 
-of basic capita I and producer goods industries-with spec-ial cmphe.sis 
·on ma.chine building programmes-and also with the acquisition of 
the related skills, technical know-how rmd designing capacity, so that 
in 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 heavily on the development of the 
-capital goods sector of the economy and the removal of inhibiting 
factors to rn.pid industrialisation. It could be well appreciated that 
-the development of machine building industry is the very foundation 
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. far rapid industriq.lis~tiqn. Immediately, howev!)rf this is likely to 

. ~volve two disadvllJlt~ges : (a) The allocation. to the production of 
, @nsumer goods industries would be smaller and (b) the employ­

__ ment-investment ratio is also likely tq be adverse.' 

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, hmvever, are not expected t"J 
. come forth with the same strength as the increMe in demand because 
• of the smaller allocation to the consumer -goocls industries. There is 
· likely to be already quite a big pent up demand, left unsatisfied and 
if this be so, we are in for further inllntion in the country. Restriction 
of unnecessary consumption would be as much necessary during the 
· third plan as during the first. It seems there are built in inflationary 
pressures in the very womb of the third plan and unless these arc held 
in check the estimates made about the cost of the various schem~s 
M'0 likely to be upset, as it happened d·uriug 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 provideR most of the wage-goods. 

The distribution of outlay over various heads illustrates the 
emphasis on the capita.I-goods sector as follows :-

innustrio.1 group investment inl!)61-fi 

I. metallurgical and engineering 
industries 

2. chemical and allied industries 
(heavy chemical11, fertilisers, 
drugs, plastics, dye-stuffs, 
cement, po.per etc.) 

3. textile industries 
4. food industries 
5. minerals 
6. miscellaneous (including town­

ships and housing colonies for 
Government industrial projects) 

(Rs. crores) 

1200 

660 
125 
75 

405 

45 

2500 
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The weightage given to metallurgical and engineering industries: 
&nd chemical and allied industries reflects the anxiety of the planners 
to provide the basic essentials for mpid industrialisation over the 
P1ans to come. 

The fixation of priorities has been done on the following consi­
derations as given by tho 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 foreign-exchange difficulties. 

2. Expaneion and diversification of capacity of the heavy 
engineering and machine building industries, alloy tool and special 
steel, iron and steel and ferro-alloys ; nnd· step-up of output of 
fei:tilisers. 

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

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

5. Increased production from ~domestic industries of corumo-: 
dities required to meet essential needs like essential drugs, paper. 

~loth, sugar, vegetable oils and housing materinls". 

Should all the industrial schemes as envisaged in the third plan 
come to fmition as most of them are likely, we shall be in a position 
f'.or 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 h1we a peep into the possibilities for a 'take off' 
i~to self-sustained growth in the concluding chapter to follow. 



CH.APTER 15 

FOREIGN TRADE AND TIIlRD PLAN 
Trouble has been long brewing in the sphere of the foreign trade 

<>f our country owing to the pressures genero.ted by the pa.ngs of 
rapid economic growth necessitating large scale imports of bJ.Sic 
-capital goods, mw mat::dals, chemicnls 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 ~ithin tho domestic economy and also create o. large measure 
-0f export-surplus after o.llowing for the Sllotisfoction of internal con­
sumption requirements which nlso keep on growing with the 
rising internal incomes in ourextensive home-markets. It hns 
been estimated that for the first four yea.rs of the second plan 
imports have averaged Rs. 1050 crores per year while exports have 
~ around Rs. 610 crores per year. This sort of situation can­
not obviously continue for long and we may have to reduce the size 
-0f the third plan due to a foreign exchange crisis a.a happened with 
the second phn in the year Hl.58-59 when we had to prune the plan 
to its core a.nrl 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 
yea.rs. We must also remember th;i,t 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. S. 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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<l.irection of further restricting imports and liberalising exports so 
that gap between the two would be narrowed down to the minimum, 
Una.voidable. 

Minimisation of imports is possible only if we concentrate on 
the indigenous production of things which we have been importing 
so far and to the extent we succeed in producing import-substitutes 
'Within the country there is a greater chance for our plans to succeed. 
lf the pattern of our development schemes be such o.s to encourage 
the utilisation of im}igcnous products, the need for imports is 
likely to Le reduced to the minimum. Th::ire has already been a 
Weat scarcity of some of the imported consumer goods in the country 
-and all the same, the need for further restriction on the imports of 
some of consumer goods is unavoidable in view of the great need for 
importing other goods essential for Luilding up our industries. All 
the same r. purely negative policy of restricting the imports may by 
itself be a serious obstacle to the growth of our economy. The crucial 
J)oint is to stop the importation of non-essential commodities and 
-ensure the importation of all such commoditiC's as are crucial to the 
growth of our agriculture and industries. In order to ensure adequate 
imports of essential commodities we have to export as much a.s possible. 
l3ut 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 
secure a balance on exkrnal account within o, period of ten years or 
so. 

The Government of India. h!l.s already ta.ken a number of 
:i:neasures in order to promote exports. The removal of quota restric­
tions, 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 
n1aterials especially to Pxport industries and extension of specin.l 
facilities to the transporntion of goods meant for export are some 
of the inst!i.nces in point.. 

In order to facilitate organisation of exports, eleven export 
promotion councils have been set up. Their function is to suggest 
inea.1mres for market research and improvement of techniques and to 
.adapt production to the i."equirements of overseas markets. Expor­
-t,ers' associations also have been formed in several fie!Js, and Commo-
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clity boards such as _the. Tea Board,. the Cqffee Boo.rd, the Coir Boa:~d 
etc. have been rendering valuabl~ service in the dir~cti~n of pro~otin~ 
·exports. In addition the government has set up an exports promotion 
advisory cowicil whose main duty is to assist the exports. In order 
.to diversify export markets, trading agreements have been 
·_conclucled with 25 countries. We have also been actively participat­
ing in a number of international exhibitions in order to populo.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 o.s to explore new markets. The setting up­
of the State Trading Corporation in the course of the second plan has 
been greatly helpful in organising exports, and securing a good price 
for our exporLs. A large number of competing exporters are likely to 
weaken their bargaining strength which if ,·estccl in a single body 
like the State Tm.ding 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 crmes during· 
"the period 1956-57 to 1958-59, to an average of Rs. 690 crorcs during 
the third plan period. Over the third plan as a whole total exports 
arc expected to come to Rs. 3450 crorcs. 

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 l,e feasible unless a good 
proportion of our investment is directed into those channels which 
are contributing to the buildiO:g 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 a.broad. For instance, 
tea., coffee, vegetable oils, pulses, fruits, vegetables, cotton, tobacco 
ete. could as well be consumed at home, if the prices be allowed to fall 
a bit by restricting exports. AU 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 good!', such as diesel engines, electric motors, pumps. 
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eewing 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 ra~. It is 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 inflationary pressures generated by • 
the encrn:cus outlr.ys under a planned programme of development. 
According to an estimate made by the Reserve Bank, the value of· 
our currency has already gone down by 30% since the commencement. 
of our plans. This means that those who buy the Indian rupee at a 
given exchange rate buy less in re::il 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 adverEely our external trade. Stubi-­
lising the internal prices is as much vital for ensuring our e~--ports as. 
for the smooth development of our economy. 

Given nn 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
alreacly been seeing some improvement in our exports and if tenden­
cieR built are not to be allowed to slacken, we have to exercise· 
further vigilance in permitting only those imports which are wmvoid­
alile 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 
•over the decade l 9;il ·Ul is the probability of our being able to 
.launch 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 nrndc by some of the keenest of critics 
that India should be in a position to break off the barriers to growth 
-and m:i.n1ge 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. R?wstow divides the ~conomic 
liistorv of some of 1he advancec. countries of the world mto five 
etages--(a) the rrc-industrial stage in which there is a predominance 
-of the primary suli~istence sector, (b) a preparation for the take off-a 
stage in which communities build up their propensities in such a W1\y 

as would be conducive to the "take off", ( c) the take off proper in 
which the productive capacity of the community registers a distinct 
upw11rd rise, (d) the stage of self-sustained growth in which the 
·eronomv keeps on moving forward and (e) the age of mass consump­
tion. The point ot issue which we need to examine is whether India 
would be in a position to emerge out of the pre-industrial subsistence 
-position and complew the preparation for a take off into self.sustained 
growth by the end of the third plan. It must be remembererl that 
the central point on which the concept of the •·take off" is founded 
is the rnte of savings and the rate of investment-the rate as a. pro­
porti<Jn of the national income, which makes it p:issible for a given 

7o 
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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 e.t 
least 12-15 per cent of the national income whereas under-developed 
stngnating economies sa~e and invest 5 per~ cent or less of their· 
national income which enables them just to maintain themselves at 
the sub~istenee level. The break away from the pre-industrial situa­
tion comes about when tht re is a distinct improvement in the capa. 
city of the community to snve and invest and through the 
process of increased savings and investment raise the national income,. 
foster than the rate of growth of population which alone could ensure 
a rise in the per capita incomes. We have to 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 hav~ a 
crucial significance in shaping the future prospects of development, 
"The first plan presented a picture of economic growth over the thirty 
year, between 1950-51 and 1080-81. On rnrt,nin assumptions con­
cerning the rate of growth of population, the proportion of the inrrease 
of nationa,l income which coulil br plougher! back into investment at 
each stage of rlevelopmcnt, and the return by way of additional out­
put on the investment undcrtnken, it was envisaged that the level of 
notional income in 1950-51 could be doubled by I !,71-72 and that of 
per capita income by I !l77-ifl. In the light of the experience gainer! 
during the first plan, the earlier projections and assumptions were 
reviewed in the second plan, which suggested that in relation to 1950-
51 the doubling of the national income might be achieved Ly 1!)6i-68 
and of per capita income by 1973-74. Another important objective 
to be ll chieved by the end of the fifth plan was the reduction of the 
proportion of the population dependent on agriculture from the present 
level of about 69 to 70 per cent to about 60 per cent." (p. 4). 

The point to notice is tlrnt we have to wait till the middle of 
the 4th plan (1967-68) for a doubling of the national income over 
the base of 1951-52 and the middle of the fifth plan (1973-74) for 
a doubli1 g of the per capita income. Over the In.st decade the total. 
increase in the national income has been of the order of 42 %-Hi 10 



( 78) 

-during the first plan· and 20% during the second plan, The 

third plan aims at raising the national income by 25% over the quin­
quennial period 1961-66, leading to an annual rate of growth of 5%. 
O"1'"er the 15 years from 1951-66 covering three five year plans our 

.national income would have risen by 80%. 
Tn.i.s 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-
ta.ined growth. It has to be realised that start as we did at an 

. extremely low level of income at the commencement of the first plu.n, 
even a doubling of national income by 1967-68 would not make a 

very significant difference to levels of living of the people !l.t 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 Hl60-61, where­
as industrial production records 11, 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 k1 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 2·5%, which leaves a. net 
•rate of development of only 2·5% per annum as compared with the 
net growth of 2 per cent during the second plan. In view of the foot 
that the net rate of growth is extremely slow a.s is evidenced by the 

. statistics provided by the Planning Commission, it is highly doubtful, 
how for 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 ma.inly for this reason that the rate of 
savings in the economy is not coming up to the expected levels owing 
to the increasing consumption requirements of a growing population, 
albeit at the subsistence level. As it is we have been experiencing 

_ great inflational"y pressures because of the ga.p between real s11ovings 
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-a~d money-investment nnd 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 ' 
14% by the end of the ti1ird. The success of our economy in mobili- , 
sing sn.vings of the order envisaged depends largely on' the behaviour 
of agriculture beciiuse 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 ran hope for 11, better performance and our 
industrial targrts 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 !ms been remarkably striking. Over the past decade the 
production of iron and steel has gone up by 63%, that of machinery 
by 32f>% and that of chemicals by ll4% and the third plan has a. 
heavy programme of inclustria!isation with tho total envisaged 
expcnditu1 e of Rs. 2500 crorcs. By the end of the third plan, we 
slmll lrn.vc a firmly built caplt~l-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; fo::-, as is pointed 
out by Prof. Simon Kuznets, what is needed for the dcYelopmcnt of 
wuler-devcloped economies is not merely an abundance of material 
<:apital bot also a good fund of human-_capita] which is represented by 
the health nnd skill < f the people. An average rise of 16% in the 
consumption standards of our people over tho past deeaclc, which 
again is likely to have been p1irtieularly in favour of the urban 
populat.ion, could hardly be expected to produce, the nce.es!'nry 
human-capital, especially in the rural areas. Our nutrition standards 
and education standards arc still much below the requirements of a 
decent minimwn and even by the end of the third plan, we n.re not 
going to have anything like an amazing change. Our consumption 
of foodgrains per rapita per day is going to be only 15 ozs. of 
eerea.ls and 3 ozs. of pulses and of cotton textiles 17· 5 yards per head 
per year. It, is also feared _t~at we may not be able to prevent the 
,colossal w1istu.ge of un-utilised human resources which constantly 
brings .~bout a depreciation of human capital. We a.re going to have 
-only elementary education ma.de compuls•>ry for all children between 
the age of 6-1 l by the end of the third pla.n. What h required for a. 
,eelf-sustained rate of µrowth is the right type of the human being 
-equipped with the neces~ary 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 economi~ 
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 nniversal plan-consciousness 
throughout the country in spite of a. decade of planning and the very 
fa.ct that we have miserably failed in controlling the mpid mte of" 
growth of population clearly indicates that the mesrnge 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
lndii. will or will not come to the stage of the take off into a. self.: 
sustained rate of growth by the end of the third plan, all that one, 
could say is that in all probabilit.y, we should be able to complete 
the preparations for a take off in the 4th and the 5th plans, by the­
end of the third plnn. As is cautiously put by the draft outline, 
"the targets for the third plan as at present envisaged will take the 
economy a considemble 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 th;i. 
way to the take off by the end of the third plan. 
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