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I. Introduction 

1. In a developing economy two types of techniques of production 
-traditional and modern-exist side by side. The process of deve
lopment consists in the increasing use of the modern technological 
complex in the economy. In planning for economic growth one tries 
to increase this part of the economy, of the modern vintage, at as 
fast a rate as possible subject to the socio-politically determined 
minimum growth rates of various consumption sectors. For instance, 
it may be required that defence expenditure should expand at a cer
tain rate- and the rest of government consumption at a different rate 
while private consumption at some third rate. In such a framework 
each sector is associated with a consumption vector Y1(O) and a re
quired rate of growth gJ. For each of these sectors the investment 
requirements can be separately calculated and, that, together with 
the given consumption vector will be the demand of that Sector on 
the total availability of various commodities. When all these sectoral 
demands generated by socio-economic necessities have been met out 
of the total availability, we shall be left with a residual which can 
be used for investment in such a way that the rate of growth is maxi
mised.a 

2. Thus given various socio-economicdemands on the national pro
duct the allocation of investment becomes a tailor-made problem for 
the application of Dynamic Input-Output model developed by 
Wassily Leontief in late forlies [LEoNTlEF, 1]. Below in Section 2, 

1 A prelimina17 version ot this paper was discussed at the IIrst Indian Input
Output Seminar at Poona In August 1966 and was then sent to the IIrst World 
Economstrle Conference at Rome in Septamber 1966. 
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• U no residual is left, either we shall have to be aotisfied with growth of 
only locio-eeonomieally minimum necessary consumption or may have to take a 
political decision of reducing it further by tightening the belt. 
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