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PREFACE

In the year 1943, under the inspiration of the late
M.N. Roy, an all-India labour organisation called the Indian
Federation of Labour set up a Committee for preparing a blan
of economic development for the country. The Committeae consist-
ed of Prof. B.N. Banerjee, Prof. G.De Parikh and myself (Convenor
In close donsultation with M.N. Roy, and with the assistance of
a number of economists, a plan wss prepared by the Committee
and was submitted to the Indian Federation of Labour on March
10, 1944, The plan came to be known as the People's Plan and
evoked a great deal of interegt éhd éontroVersy.

The People's ﬁlan was based on the principle that the
solution of the problem of Indian poverty lies in an increase
in the productivity of Indian laboure. Since more than 70 per
cent of Indian labour was engaged in agriculture, incfease in
agricultural production must be the first priority of planning
in India, 4 fise in the purchasing power of the rural masses
would-create a stable basis for the development of consumer
gooés industries and cgpital goods industries. The investment
'Priorities'of Indisn planning should accordingly be ? agriculture,
consumer goods, and capital goods, in that order. This pattern
of economic development would, on the one hand, enable the
econonmy to satisfy the orimary needs of the people consisting
of food, clothing, shelter, education and medicine, and on the
other hand, generate adequate employment opportunities for the
éounﬁry's growing population. The People's Plan als0O visualised
that planning in India should, after the initial investment,
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be largely self-financed, the income from capital invested in
the public sector being the source of increasing investment
year by year.

After the attainment of nationzl independence, che
Government of India adopted economic plamning as a national
policy. The planning process commenced very hopefully with the
first Five Yéér Plan in 1951, By the end of the Third Plan in
1966, Indian planning was clearly in the doldrums. Although
much has been achieved by way of aconomic development, planning
has not succeeded in removing poverty, reducing unemployment
or increasing distributive juséice, Some radical rethinking
is therefofe taking place. It is now being generally recognised
that agricultural'development and rural reconstruction must be
the first priority of Indian planning ~=- a conclusion which was
the starting point of the People's Plan.

In this situation, the Indisn Renaissance Institute,

a soclety founded by M.N. Roy, adopt;d in a genecral membership
meeting on May 31, 1975 a3 proposal for the preparation of an=-
other People's Plan, to be called People's Plan II. The
resolution stated that the proposed Plan " should not merely

be a statistically updated version of the original People's
Plan but a logical extension of the sound ideas, principles
and directions contained in it, in the light of the develop-
ments which have taken place since 1943 particularly in respect
of (a) experience gained in India and elsewheres in the fiéld
of promoting economic development, (b) updated and refined data
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and (c) conceptual and theoretical advances. 4 Planning Comamic
was set up for this purpose consisting of Prdf. Amlan Datta,
Dr G.R. Dalvi, Prof. G.D. Parikh, Dr 4mrutananda Das and myself
(Convenor).

The Committee held several mestings, collected ;tatisti-
cal materlsl and prepared a draft plan b& the Beginﬁing of
December 1976. 4t that stage, however, the Committee had to
face some serious reverses, On acpoﬁht of éersonal_difficultigs,
Prof. 4mlan Datta resigned from the Committee. 4 far greater
t;agegy was the sudden death of Prof. GeDe Parikh on December
7, 1976, Thusireduced in strength, the Committee deéided'
ngveftheless that since a major part ofrits work_had_alfeady
been done, it should proceed to finalise the Plaﬁ énd present
it to the public.

4% all stages of its work, the Committee was fortunate
to secure the active assistance 2nd cooperstion of two young
colleagues, Shri V.K. Goel, a soclologist, and shri N.K, Nair,
an economist. They worked as if thesy were coopted‘ﬁembers of
the Committee, The Committee is graseful for their unstinﬁing
help.,.

The first dreft of the Plan was sent to several eminent
economists in the country for their comments end suggestionse
The Committee is particulerly grateful for the comments received
from Shri Terlok Singh, Prof. C.N. Vekil, Prof. M.L. Dantwala
and Profe Rakhal Dutta, Their suggestiohs were carefully

considered in preparing the final draft,
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People's Plan II has been prepared with the objectives
of (é) supplying the primary needs of India‘'s growing.populationj
(b) genersting sdequate employment opportuanities; (e} ensuring
an.inbreasing'me;sure of distributive justice; and (d) eliminat-
ing the poverty of the weskest sections of society, The Plan
gives primacy to agriculture, small industry snd social servicese
It is baséd on a fealistic estimate of aﬁailable and expected
résources. Cgre is taken to see that it would not generate
inflationary pressures, Economic controls are sought to be
minimised by recourse to indicative planning, A4n attempt is
made to decenbtralise the planning process. It presents a twenty
year verspective of economic development and a more concrete
Plan for a ten year ©period.

During the course of study and discussion, the Committes
came gcross a number of outstanding issues which require further
consideration., They have been identified in the concluding
chaptar,.

The Committee has been well aware of its limitations.
Non-official planners cannot possibly have the resources and the
statlstical maeterials which are available to the Planning
Commission, The object of our Committee, however,; was not to
Prepare the blueprint of a plan in substitution of any official
plan., What the Committee has done is to present a concrete

picture of an alternative pattern of economic development, based
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on principles the correctness of which is confirmed by the
experience of Indian planning. It is hoped that People's
Plan IT would stimulate discussion and rethinking, and heilp

in taking Indian planning out of the present impasse.

NEW DELHI: . V.M. Tarkunde
DATED : 20.,4.1977.
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CHAPTER I

4 REVIEW OF PLANNING IN INDIA

1.1 The Objective of planning in India

The Planning Commigsion was sebt up in March 1950 by a
resolution of the Government of India. According to.this
resolution, the declared objective of planning iﬁ India was
“to promote a rapid rise in the standard of living of the people
by efficient exploitation of the resources of the country, in-
creasing production, and offering opportunities to all for
emPloyment in the service of the comﬁunity.? This obiective
was to some extent elaborsted or modified in the‘successive
five year plans., Most of these modifications were madq,in order
to emphasise or clarify three central sims, némely, promotion
of rapid economic developmenﬁ; ensdring-social justicé by reduc-
ing inequalities'of incomes and wealth and; creating adequate
employment opportunities,

1.2 Evalugtion of Performance

Evaluatlon of planning in India has therefore to he made
in relation to its declared aimg., While there can be no two
opinions about the many changes and improvements brought about
in the Indian economy through the implementation of successive
five year plans, it is now widely recognised that planning in
Indis has been far from successful especially if the performance
is judged in relation to the proclaimed objectives as stated
above, 4 critical evaluation of the experience of Indian

planning is not intended to decry the achicecvements and
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belittle the improvements brought sbout. Its purpose is to
examine the causes of the failures and shortcomings, identify
the errors in the strategy and the policies and teke note of
the inadequacies in implementation, so that planning is given
a sense of purpose and a proper direction., Such a review of
experience of planning in India should be useful in indicating
the lines on which alternative strategies could be devised and
implemented in order to secure progressive realisation of the
central objectives of planning,

1.3 Slgnificant achievements

We acknowledge the fact that the Indian economy has,
over the last 25 years, made considerable progress in many
spheres and sectors of economic activities. Since the commence-
ment of planning which began in 1951, the Indian~ecqpomy, has
been diversified and developed in many significant ways. The
infrastructure of the economy has been strengthened and extended,
The economy has acquilred large quéntities of modern industrial
capital which has resulted in consgiderable progress towards
industrialisation. The output of sgriculture has also increased
in a substantial measure. Considerable progress has been made
in developing and diversifying the knowledge and skills of g
large number of people. The number of scientigts and technolo-
gists, professional managers, and workers Possessing technical
skills has substantially increased, 4ll this has resulted in
bringing about a significant increase in the gross naﬁional
product and to some extent in per capita income. These and
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similar achievements will no doubt nrove to be important ang
useful assets for bringing about further improvements in the
economy in the coming years.,

l.4 Failuresz shortfalls and contr. dictions

While recognising the importance of these achievements, a
critical evaluation should be candid, Tested in relation to
the advance made towards the central objectives of planning it
is clear that the record of plagnning in India is far from
satisfactory. It is a striking fact that the economic conditions
of a large majority of the people in general and of weaker
sactions of the society in particular hsve gone from bad to
worse. Prices of essential consumer goods have substantially
gone up., The number of employment of opportunities has not
kept pace with the number of job seekers, inequaglities of in-~
come; wealth and opportunity have significantly widened. 1In
many a case, exploitaetion of the resources of the country has
been inefficient and wasteful. 4s will be shown in the subse-
quent pages, instead of leading the economy towards progressive
realisation of the central objectives, planning in India has in
recent years virtually taken the economy into a state of stég“
nation, and to mgke this situetion worse, it has suffefed
greatly on account of various reasonsg, mainly internasl from
persisting dangers of inflation,

1.5 Phases of develnrpment performonce

The failures of India's plan performance can be seen in
clearer terms if the record of development is examined in terms

..lé



of certain brosd economic indicators. The record can be divided

into three distinct phases. The first phase refers to the
period 1950-51 to 1960-61, During this period, the growth was
reasonably repid. The sggregate net ¢omestic product rose by
45.4 per cent and per capita net nstional product rose by 20,9
per cent., The second phase refers to the years 1960=-61 to
1970-71, During this period the aggregate growth rate slightly
declined. The rise in the net domestic product was 44.0 per
cent, Faster population growth, however, :esulted in a such
lower rate of increase in per capita net national product which
rose by 15.5 per cent only. During the third phase (1970-71 to
1974~75) the net domestic product rose only by 5.7 per cent
and per capita income actually declined approximately by 2.8
per cent.1 Although 1975-76 was a good year for growth, this
was mainly due to the fact that it was a year of recovery from

Table lol

Growth Performance of the Indian Eccnomy During
I950-51 =~ 1975-76
(Figures at 1560-6l Prices)

oty S P o -

Year Net Domestic Average Per capita AVerage
Product (Es, Annual ~  Income Annual
million) growth(%) (Rs, ) Growth %

1950-51 91220 252,9

1960-61 132630 (45.4) 4,54 305.6 (20,9) 2,09

1970-71 190960 (44.0) 4,040 353.0 (15.5) 1.55

1974~75 201830 ( 5.7) l.14 343.2 (-)(2,8)(-)0.55

1975=76 219520 ( 8.8) 8e76 365,92 (6,6) . 6,61

Source: Central Statistical Organlzatlon

Not et Figures-in brackets refer to per cent growth during the

periods 1950-51 to 1960-61; 196061 to 1970-713% 1970-71
to 1974-753 1974-75 to 1975-76 respectively.

le These refer only to the average growth rates during the period,
The trend rates of growth of net domestlic product during the
decade 1951-60 and 1961-70, work out only to lower flgures of
3.8 per cent gnd 3.7 per cent respectively, For details ses
Draft Fifth Five Year Plan (Vol.I) p.7 | 5




a low base and was fortuitously blessed with a good monsoo&i

The tendency of stagnation reappeared in 1976-77 proving 1975=76
to be a 'flash in the pan.' Thus it is clear that the growth

of the economy after 1260 has been rather sluggish and shy, and
therefore the acclaimed achievements in developing the economy
have not produced a satisfactory pay off in terms of a real rise
in the average living standards.

1.6 Decline in Investment Effectiveness

A similar trend of deélining capacity for growth emerges
from the availablg data related to ouftput-capital ratios. For
the first Plan periOd.l951-56,~the incremental output=-capital
ratio (additional income generated during the period over invest=
ments during the period) was about 47 per cent., In the Second
Plan, 1956-61, iﬁ was 39 per cent. 4 sharp drop in the Third
Plan, 1961-66, to 21 per cent was followed by a stagnation at
loﬁ level, During the 4nnual Plan period, 1967-69, the ratio was

20 per cent, and during the Fourth Plsn, 1969-74, it was only 19

per cent,
Table 1.2
Qutput=Capital Rotios in Five Year Plans

Plan Year Output Capital Ratio (Per Cent)
First Plan 1951-56 47

Second Plan 1956-61 39

Third Plan 1961-66 21

Annual Plans 1967-69 20

Fourth Plan 1969-74 19

Source? 'Draft Fifth Five Year Plan' and Central Statistical
Organization, *Basic Statistics 1950-51 to 1974-75',
Figures derived by dividing rise in GDP during each plan
by_aggrgg%te of investments undertaken during the period.

2e Whereas uvlie net nNasional product increased by a pErcent
rate of 8.8, per capita income rose by 6.6 per cent during
1974-75 to 1975-76, 6
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1.6.1 There are several reasons for this decline in the average,
index of investment'effectiveness. First, pervasive under-
utilisation of installed capaciﬁy has worsened the apparent
relationshin between investments and rew output generation.
Secondly, delays in implementation of investment projects have
raised investment costs and delayed the emergence of new out-
puts. Thirdly, heavier 'weightage! towards thigh ‘investment~
cost' and 'long-ge;tation projectsfjfrom_the Secpﬁd_Plan ohwards
has worsened the aggregate output—capital relationship. Finally,
the loss of price-stability and the consequent efforts to contain
inflation have kept the rate of investment low, thereby;prevent~
ing satisfactory utilisation of capaecities earlier created in
the investment‘gqods sectors in anticipation of high growth rate.
These reasons are themselves indicative of unsatisfactory plann=
ing as well as inefficient implementation. In particular, the
impact of 'prbject implementation delays' are chronic in publie
sector projects and have become equally prevalent in Private
sector projects due to widespread snd crippling presence of
complex regulations, cumbersome procedures and red tape.

1.7  Increasing Capital Intonsity

There was a gradual (and largely inevitable) rise in the
capital-intensity of p;oduction within various sectors of the
economy, A major share of the fali in incremental output -~
capital ratio can be gttributed .to this *technical-modernigastion
effect ,the remaining share of the fall being due to a shift in
investment away from low capital-intensity. sectors towards high
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capital~intensity sectors. Simultsneously there was a rise in
“the capital intensity of wnge goods (essential commodities)
production slong with 2 fall in the share of wage goods produc=
ing canitel to totzl cavital stocke.
1.7,k Clesarly, then, the unsatisfactory growth performance
during the latter phase of economic planning is, to a large
extent, explained by ¢
l, 2 shift towards more capital intensive sectors
of production, which might be called the thegvy-
industry bias', andj
2. a drop in the capitzl of wage—-goods industries in
relation to total accumulated capital, which might
be called the 'agnti-consumption biass’'.

1.8 Stagnation and Inflation

Since the early sixtieg, the Indian economy has been
simultaneously going through a stsie of stagnation (low growth,
under-utilisation of productive capacitieé, mounting inventories
in cavnital-goods~producing uiits, e¢tc,) and inflation (rapid
Price rise, money sunply rising faster than real output, pressure
on the balance~of ~payments situation etc.). While the factors
related to stagnation suggest thet investments need to be
stepped up, those related to inputs suggest that investment
needs to be sealed down. Caught in such a 'vice', plenners
have generally done neither one nor the other, They have kept
investments at a level which (given the low output=-capital
ratios preveiling) cannog bossibly lead to rapid growth in
real terms and whiéh (simultoneously) is too high, given the
savings-income relationship to prcvent inflationary pressures
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from gathering strength. In other words the lével of investment
adequste to sustain reasonable growth in real terms has been
higher than the level of investment which, in teims of monetary

process, allows for ressonsble price stability.

Table 1.3

Prices in the Indian Economy 1960-61 = 1973-74

Items Eergfntage rigf7iurin96ggglpfri8%2:$§
le Food Articles 195,9 264,0
2., Fuel, Power, light and
lubricants 118.8 221.3
3. Industrial Raw Materials 193.3 220.8
4, Manufactured 4rticles 110.0 160.0
5. General 154.8 214.3
6e Cost-of-living, Agrarian
worKers 147, 0= 232, 0%*
Cost-of 1iving Urban workers 187.0% 269,0%%

Cost-of-1iving Urban non-mgnual
workers 112.0* 159, O%x*

Source: '"Basic Statistics', Opa.cit.

*Relates to the calendar yesr 1973
**Relates to the calendar year 1974

It was only in 1975-76 thet our policy-mskers adopted effective
monetsry, fiscal and administrstive initiatives to check the rise

in nrices. Aaided by a good monsoon and favourable trends in the
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export markets, they succeeded temporarily in combining both
higher rate of growth and significant price reductions. However,
the recovery (being aided by fortuitous circumstances) was not
very longlasting and the subsequent trend is once aggain towards
a lower rate of growth and rising prices,

1.9 Savings and Capitzl formation

An interesting index of the nature of the government's
contribution to the development financing set up is the ratio
of public sector capital formation to total government expendi-
ture, 1In 1960-61, this stood at 3838 per cent. 1In 1965-66 it
was 36.58 per cent. In 1969-70 it declined to 27.24 per cent
and 1973~74 saw it drop to 25.11 per cent. Thus during the
latter phase of planning there has been a continual decline in
the proportion of public sector capital formation to government
expenditure,
1.941 4 situation similar to the sbove can also be observed
if we study the ratio of public sector savings as a proportion
of public sector output. This ratio stood at 21.72 per cent in
1260-61l, By 1973-74 this went down to 16,77 per cent, reaching
a lower level in 1969-70, 14.42 per cent.
l.9.2 1Indeed the entire rise in the proportion of savings to
national income (from 2,95 per cent to 13,46 per cent) over 1960-61
to 1973-74, has been the result of a2 riée in private savings as
a ratio of private sector output from 8,85 per cent to 12,91 per
cent, which has more than compensated for the decline in the
public sector propensity to save, These figures show quite
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unmistakably that from 1960-61 to 1965-66 both the public and
the . nrivate sectors were engaging in acceleration of capital
formetion. Beyond 1965-66 and up to 1969-70 there was sharp
decline in the public capital formation effbrt, which was not
reversed even in 1973-74, The private éectors acceleration
continied upto 1969~70 but thereafter, its rate of capital
formation also declined. On the éavings front public savings
propensities declined significantly, while private sector
(including agriculture and households) saving propensities
ténded to grow. The net effect was a swing in national capifal
formation (with peaks in 1965-66 and 1973-74). 4s a result of
the decline in the rate of capital formation and a modest rise in
the rate of savings, however, az surplus of domestic savings
over domestic capital formation tended to emerge reversing the
earlier trend of externally-financed capital formation,

1.10 4 Picture of gloom

From the Second Five Year Plan onwards the Indian planners
tried a process of heaVy-industry-intensive and capital~goods-
intcensive growth strategy, based on punlic sector capital for-
mation as its leading instrument, If this could be maintained
at high-intensity, the pay-off might have been impressive.

What dampened the prospect was the ineffectiveness of the
Government 2s an engine of resource mobilisations} Public Sector
savings were never high enough in proportion to public sector
producty so that even in the face of a guite reasonable rise

in private savings proPensities, domestic savings were found to
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be inadequate to cover domestic capital formation costs., The
process could be sustained ss long as the net inflow of foreign
investment could mgke up the gap.l The end was reached in
1965-66 when the nrospects of extefnal aid and improvement in
foreign exchange resources began to fade znd in reality the
idea of truly rapid capitel acéumulation was virtuglly given up,
Since then, although the economy has more or less, (except for
0il crisis disturbances) recovered its international equili-
brium its internal raté of capital accumulatidn has had to be
curtailed to levels at which a heavy-industry and capital-good
biased growth strategy has become non-viagble.

1.11 Structural Iubalances

The most important form of structural imbalance in the
Indian economy is in respect of shortage of basic wage goods,
At a level of aggregate demgnd which will be sufficient to fully
utilise the existing productive capacities of the Indian economy,
the level of expenditure that people will like to devote to the
consumption of necessaries like food, cloth, edible oils, shoes,
domestic utensils ete, turns out to be so large compared to
available suppliés, that prices of besic necessities are rapidly
driven up. If, on the other hsnd, aggregate demand is low enough
to keep the prices of bdsic necessaries from rising, it is plain=
ly insufficient to activise the rest of the productive capacities,
One may ask why a brisk demand for basic necessaries does not
produce a reaction, rapidly sugmenting these supplies., There are
three main reasons for the relstively low response of basiec
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wage goods producers to high prices. Flrst, agriculture
(directly and indirectly the source of a large section of basiec
wage~goods) has been marked both by a slow long-term growth

rate and iarge inter-yesr fluctuations (see tgble 1.4). This
could be treated as a direct outcome of (a) inadequate investment
outlays in this sector particularly in the latter phase of the
development ~planning and (b) failure to evolve policy measures

to make the agricultursl sector sufficiently attractive when
compared to other sectors.3 Secondly, the market mechanism has
tended to operate relatively ineffectively (particularly in
agricultural sector) due to middlemen absorbing the bulk of price
rises in the form of higher trading profits., Thirdly, several
industrial wage-goods sectors are subject to price~controls and
various other regulations which prevent normal response to price
incentives, Finglly, in several critical industrialrwage-goods
sectors, there has been a long-term apathy of the private
investors, which has not been compensated either by public
investments or by monetary-fiscal stimulatory measures. Given,
then, the slow rate of growth in basic wage=-goods production
activities (whether in industry or in agriculture) the gconomy
has gradually arrived at a situation in which the.lack of wage=
goods supplies and wage-goods production capacities, prevent the
possibility of investment at high enough rates to ensure adequate

growth and still avoid serious inflation.

3., The tsrms of trsde between agricultural and other
sectors remain typically unfavourable to the former,
A brief reference to this subject is made in chapter 7.
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1,12 Sectoral Groyth Rates

Some more light can be shed on the manner in which the
wage goods imbalance has tended to develop in the economy by
congidering the psttern of sectoral growth rates,

Table l.4

Average Lnnual Growbth Rates of Sectors During 1961-62 = 1973-74
{(at 1960-6l Prices)

PR ]

Sectors Percentage Growth
l., JAgriculture and Allied 2407
2, Mining and Quarrying 4,04
3. Manufactures 4,21
4, Basic Wage Goods 1.82
5, Ofher consumption goods 7.35
6. Intermediates 4,48
7. Capital Goods 5.39
8+ Electricity, Gas and Water Supply 2,90
9. Constructilon 4,80
10, Railways 3.27
11, Other Transport 5.17
12, Services 4,35
13, Administration 6.94
14, Social Services 2,56
15, Trade, Commerce and rest of sconomy 4,09
16, Gross Domestic Product 3.40

T

Source: 1, Fifth Five Yéar Plan p.98:
2, Hannan Ezekiel, Second India series of studies -
InduStI‘y, ].\'Iacmilla-n, 1975.
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Between 1961-62 and 1973-74 the sverage annual sectoral growth
rates(at constant prices, 1960-61), were as follows® agriculture
and allied activities (2.07 per cent), mining and quarrying
(4.04 per cent), manufacturing (4.21 per cent), other transport
(5,17 per cent), construction (4,80 per cent), railways (3.27 per
cent), services (4.35 per cent), electricity, gas and water
supoly (9.90 per cent) and gross domestic product (3.40. per cent),
"Tithin the mpnufacturing sector, small ingustries advanced at
only 2.89 per cent and organised industries at 4.95 per cent.
Basic wage-goods industries sdvanced only by l.82 per cent,
other consumption goods by 7.35 per cent, intermediate goods by
4,48 per cent and capital goods by 532 per cent, Within the
other services sector, administration rose by 6.94 per cent,
social services by 2.56 per cent and trade, commerce and others
by 4,09 per cent. The emergent pattern of imbalance can be
identified by noting that the two slowest-growing sectors have
been 'agriculture and allied activities'!, and 'basic wage-goods
industries'. It is indeed, nearly incredible that the plamners
failed to appreciate the meaning of these trends znd to take
adequate measures before they becameestablished as long-term
features of the growth pattern.

1.13 Spread of Mags Poverty

There has been both a widening and a deepening of mass
poverty., In 1960-61l, the size of the population beloy the poverty
line (Bs, 240/- per capita per annum at 1960-61 prices) was
estimated at 235 million., By 1967-68, this had risen to 247
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millions, 1In 1970-71, this rose to 260 millions and stands
currently at or around 280 millions. The widening of the poverty
phenomenon, of course, does not occur at a steady rate and under-
goes large varistions depending mainly on the year-to-yesr
variations in agricultural outpute The deepening of the poverty
problem is an even niore discoﬁcerting factor. By 'deepending'
we refer to the relative rise in the numbers of the 'destitute!
among the poor. From a percentagge of only 18 in 1960-61, the
ratio of the destitute to the poor stood in 1973-74 at 25 per
cent,4 (See table 1.5(a) and 1.5(b)).

Table 1l.5(a)

Size and Per Head Income of the Bottom 4 deciles of the
- Indian population 1950-51 to 1974=~75

i\ sy

Year Size in Million Per Head Inco?e %n 1960~61 Prices
Rse

1960-61 175,69 114.38

1970-71 219.26 131,93

1974-75 232,98 148,03

Source:= !'Basic Stotisties' Op.cit,

Not et Income estimates based on 15% of National Income
going to bottom 4 deciles,

4. There are various uncertainities surrounding ‘poverty
statisties! in India, However, whichever of the measures
is chogen, the rige in the size of the poverty group,
over 1961-62,~ 1973-74 comes roughly to 45 millions in
absolute numbers,
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Table 1¢5(b)

Sige of the Poverty Group 1950=51 to 1974-75

Year Number below National Poverty Numb er ofzﬁcutely
Linel Destitute
(Millions) (Millions)
1950-51 208,00 31.20
1960-61 235,00 42,30
1267-68 247.00 46,93
1973~74 280,00 70,00

1. Below Bs 240/- a year at 60-61 prices
2. Below & 120/~ a year at 60-61l prices

Source’= (a) B.S. Minhas !'The Poor, The Weak and the Fourth
Plant. in Fonseca (ed.so The challenge of Indian
Poverty, Vikas Publications (1973).

(b) P.D. Ganeriwala: 'The Spread of Destitution' in
Sethuraman (ed.) Profiles of Poverty, Kurup Press
(1976) .

Note: The 1973~74 figures on the first column is the result
of projection of Minhes figure with the agsumption of
substantially unchanged income distribution between
1967-68 and 1973-74. | |

1,14 Population Growth

A part of unsatisfactory perfarmance of Indian Plans is
obviously due to faster population growth. Bdth the slowing down
in the growth rate of per capita product and the decline in pep
capita supplies of wage goods (essential commodities) is~in=part
due to the acceleration of population growth. Furthér, the in-
creasing gap which has emerged between birtﬁ and deaﬁh rates
(and which will remain large, even with best efforts for quite
a few ycars to come) represents a continuing burden on economie
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pProgress, For this unfortunate gsituation, two factors are
responsibles
(a) complacency about and neglect of the population
nroblem in the early phases of development planning,
ands
(b) inadequate and ineffective policies in the field of

population control in the latter phase,
As a result, the population situation today represents a serious
menace to the development prospects. Of course, there exists
today a greater sense of urgency in this matter. HOwever, in-
spite of this féeling of urgency and the allocation of gn in-
creasing quantum of resources to this field of activity, the
results so far have not been impressive. The fundamental reasons
for policy-ineffectiveness in this srea have been (a) inadequate
stress on motivational factors governing family planning,
(b) lack of emphasis on the socisl infrastructure (as distinct
from the techno-infrastructure) of family limitation programme,
(c¢) non-establishment of effective linkages between family~
Planning and other elements of social welfare programmes, and,
(a) unwillingneés to provide a sufficiently effective adminis=~
trative substructure for implementation of family-planning
programie.

1.15 Incr-asing Unemployment

Incrzasing unemployment with a positive growth in the
output is an established phenomenon in the Indian economy. Thure
are mainly five reasons for such a development, First, effective
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rate of capital formation has only marginally exceeded that of
rate of growth of population. Secondly, the participation rates
of male and female population has been steadily increasing there-
by further r~ugmenting the effective labour supplies. Thirdly
the pattern of output has a swing towsrds those sectors where
the employment per unit of output is relatively low. This swing
has virtually absorbed all incremental capital, adding only
negligibly to employment. Fourthly the proportion of capacities
actually being utilized during any year has also been coming
down gquite recently. In labour intensive industries like cotton
textiles, light engineering, jute, sugar etc. capacity utili-
zation has reached incredibly low levels. Finally,; the
technological changes in the agricultural sector led to the
transformation of the disguised unemployed in to open unemployed,
with the concomittent tendency to migrate to urban and semi~
urban areas, becoming stronger.

1.15.1 Unecmployment estimates in the Indian context vary over

a wide margin of 9 = 17 per cent of the population, 4 distur-
bing feature of unemployment in India is that the unemployed
includes a slzable number of educated persons and trained
technologists. Thus, the existence of an army of educated un-
employed exposes the weaknesses of the official development Plans,
the central objectives of which includes generation of adequate

opportunities for employment.
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1,16 Inplications for Mags Welfare

The combination of‘a low investment rate with a heavy-
industry biaé implies inordinately low rates of growth in supplies
of consumption goods. This is exactly what has been the case
during the post 1960-61 phases. Per capita supplies of foodgrains
declined from 469 grams per day per caplta to 448 gramsj) edible
0ils per capita per year dropped from 3,2 kilos to 3.0 kilos3
Vanaspatl remained stagnant at 0.8 kilogrammes-per years cotton
cloth in meters per year dropped from 13.8 to 12.13 only sugar
and tea recorded modest rise from 4,7 to 6.0 kilogrammes per
annum and 0,29 to 0.4 kilogrammes per gnnum respectively., The
situation in terms of essential social services was only marginally
better, Buses per 1000 persons rose from 0,13 to 0,18, and trucks
from 0,39 to 0,77, Number of primary schools per 10,000 persons
declined from 7.6 to 7.4, Number of secondary schools showed a
rise from 1.1 per 10,000 to 1,7 per 10,000 persons. This gross
failure to produce the basic necessaries of consumption has been
primarily responsible for the continued poverty of the Indian
people éfter more than two decades of planning, It also resulted
in obseuring some of the positive achievements in the record of
the 'planning erat,

1l.17 Outstanding Tasks

Indian planners have so far attached in effect low priority
to the crucial tasks that have to be vigorously pursued in order
to mske a real difference in the welfare of India‘s poor. Such
crucial tasks and the action needed for pursuing them are
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indicated belowt |
1.17.1 First, agricultural output nseds.to.be vrogressively
and'%ubsﬁéntially rzised and its tendehey to fluctuate from

' year t0 yeat needs to be contained, 4 thorough going programme
of land and water mansgement snd =gro-ecological reform must be
the main instrument, Much of the work can be done by'laﬁour o
intensive methods with massive participation of ‘the rural poors
1.17.2 Secondly, the prevailing pattern of land-distribution

and lond cultivation must be subjected 40 rational’ reform.
Cdﬁsélidaﬁidﬁ and Viable grohping of such holdings, coupled with
effective implementastion of land‘ceiling'laws snd proper utili~ -
sation of commuﬁity lands are the means.

1,17.3 .'Thirdly,‘ﬁothing substantisl has been ‘done to improve
the litéracy of rural workers. The drive towsrds literacy needs
to be base&'on the development of ares organisations of the Tural
‘poor, snd leadérshlp development within ‘such organisations,
1.17.4 TFourthly there should be a Serious attempt 't0 tackle
th6°problem‘of‘sﬁbstantially regulating the channels of trsde

in essentiél.commodities and their supply to poor households ak
adequately subsidiged vnrices,

1.17.5 Fifthly, there hes been inadequate sttention to the
problem of developing and securing visbility fop thé sma 1l and
household industries sector. The aim here 'should be to explore
to the maximum thé possibility of direct publié purcﬁaée (coupled
with technicsl ond crédit assistance) of s sufficient proportion
of ‘the products of small and household industries.
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1.17.6 Sixthly, too little attention has been paid to the
importance of preventing the messive social waste implicit in
the growing number of educated unemployed. Programmes both

for reducing the vroduction of unemploysbles! and for the
organiging of socio~developmental activities in which educated
unemployed can validly participste, are essential.

1.17,7 Seventhly, while adequate emphasis has been placed on
populstion control, effectlve methods for spresding family
limitation practices among the poor have still to be worked out,
Recent experiences indicate the insufficiency of tough and
coercive methods by themselves,

1.17,8 Finglly, there has been neglect of the need to monitor
policies (particularly those concerned with sgriculture, social
services and small industry programmues) in respect of their actual
impact on the poor. Too often in the past guess work hss
substituted empirical knowledge in connection with programnes
meant to help the poor. 4s a result bulk of the benefit has gone
to others than the intended beneficiaries,

1,18 Development for Poverty Elimination

It will be noted that tho tasks identified above have a
natursl and integrsl relationship with the kind of growth needed
for poverty elimination. A development-programme agimed at rapid
reduction in size and steady improvement in the welfare of the
poverty group will have certsin obvious priorities,

l.18,1 First, there must obviously be rapid growth and techno-
organisational progress in the sectors on which the poor depend
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for employment and self-employment: agriculture, animal husbandry
forestry, construction and public works, village crafts and small
'industry, small services units and minor transport. - 411 other
sectors must be treated for the time being, as important only

to the extent they provide necegsary inputs and support services
to these new vriority sectors.

1,18.2 Secondly, thers must be a rapid expansion in the.output
of basic wage-goods industries. There must be a deliberate
attempt to curb the growth of non-essential consumption goods
industri<s, Capital goods and intermediate goods sectors should
be allowed to grow consistent with the needs of sustaining an
inter-sectoral balsnce.

1.18.3 Thirdly, there must be s rapid extension of social
service activities-family planning, child care, education, communai
organisation and health=directed especislly at poor communitics,
1.18.,4 Fourthly, there should be an intensive attempt to improve
the drinking water, sanitation and housing levels of poor communi-
ties and of slum areas. While, in the immediate-future, resources
and sectoral priorities may not permit rapid progress towards
Permanent solution of housing snd community services problem,
interim messure of 2 non=permsnent low=outlay type-will have to
be intensively pursued.

1.19 Growth with Social Justice

A growth strategy with the priorities outlined above
and coupled with intensive attention to the neglected tasks of

planning mentioned above will gerve not only for more rapid
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tackling of the poverty problem but also will help to accelerate
growth. This belief is based on three fundamental facts.

1.19.1 First, vhe new sectoral priorities will serve to weight
new investments towmrds high ineremental output-capitsl ratio
sectors and quick-gestation yrojects. This will not be done
indiscriminately, as ah g_priori objective, but will follow
naturally from the sectoral priorities adopted,

1l.19.2 Secondly, by allowing for rapid expansion of basic
wage goods output (industrial as well as agricultural) the new
strategy will break the imbalsnce which has been responsible
for continued stagnation along with inflation in the Indian
economy .

1.19.3 Thirdly, by rationally restricting necessary outlays
on capital goods and heavy infrastructure, the new development
style will release resources for more meaningful growth promot-
ing activities, particularly those using soclal services as
their main asetivating input.

1,184 In our view, therefore, social justice and faster
economic growth are not competitive but complementary. Rather
improved gocial justice is tlie way towards more rapid econonmic
growth and that, in turn, is the msterial basis for further
improvement in social justice.

1.20 Some Crucial Problenms

Deviging and working out g development strategy of this

nature requires the solution of some fairly difficult problemse

l.‘24



1.20.1 First, the priority sectors of the new strategy are
typically those which have relatively low reinvestment ratios
and also low capacity for being taxed. How, then, do we expect
to raise the required resources to continue rapid growth'in

the longer run? This will call for s new approach to resource
mobilisation.

1.20.2 Secondly, the type of growth proposed will involve (in
the initial stages et least) rapid increase in consumption levels.
After accommodating requisite consumption increments, will
sufficiently large savings be generated in order to permit the
estimated volume of outlays? Once again it will be necessary
to think of new ways of securing the macro~economic balance.
1.20,3 Thirdly, what will be the roles of the private and the
public sectors in the new set-up? Most of the rapidly growing
sectorgs are those currently in the private gector ambit and
also likely to remain so, What will this imply as far as the
economic- weight of the private and public sectors are concerncd?
Certain new roles for the public sector emerge (e.ge in the
social services sector and in the trade sector) which will tend
to replace older roles (as builder of *heavy industries!)., The
shift from a public sector mainly concerned with production to
a public gector mainly interested in physiecal and social infra=-
structure, trade and community orgenisation represents a fairly
difficult cxercise in transition, just how far and at what rate
the transition can be affected, is therefore, g matter of

delicate judgement,
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1.20,4 Fourthly, the methods of implementation which are being
followed by Indian planners snd administrators will, in our
Opinion, have to be radically improved for the type of planning
envisaged in ﬁhis document. What then will be the procedures for
formulation and implementation of plans? Once again, fundamentally
a new approach to plan administration will be required. Such an
approach will be based on (a) modernigation of the structure and
function of the machinery of administration, (b) professionali-
sation of personnel at various levels of public services, and

(e¢) meaningful opportunities for participation of the people both
in urban and rural sectors in community development programmes,
consulers and producers cooperatives and socizl welfare activicies
carried through voluntary effort and voluntary organisagtions.
1.20.5 This analysis of the performagnce of planning in Indis
shows that while over the last 25 yesrs the Indian econoumy has
been diversified and also developed to a certain extent, the thrse
basic aims for which planning was initiated still remain distant
and receding gosls, We therefore conclude that first, the
standard of living of the bulk of the peoPle has either remained
stationary or has improved only marginally and in fact the living
standards of the lower 40 per cent of the population has actually
declined. Secondly, across the economy the inequalities of
incomes and wealth have widened and not ngrrowed, Thirdly creation
of additional job opvnortunities has failec to keep pace with the

growing size of unemployed population, the aggregate number of the
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unemployed population has in fact substantislly increased. 1In
other words, the economy has failed to move towards progressive
realisation of the central aims of planning and the trend is

that these sims will recede further. This is indeed a serious
failure of planning in India, It is therefore necessary to
redesigh and restructure the strategy and the policies of economic
planning to impart to it a new sense of purpose and direction

before it gets too late to do so,.
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CHAPTER II

OBJECTIVES, PRIORITIES AND GUIDELINES

2el The nurpose of Peoples! Plan II

The purpose of preparing Peoples' Plan II is to place
before the Indian public a concrete alternstive to the kind of
economic planﬁing so0 far practiced by our policy-mskers and to
promote z2n informed debate on planning in Indias. Naturally, the
presentation of sn alternative implies that the errors in the
strategy and methodology of past Plans are identified and that
a consistent thought framework, free from the errors of the past,
is developed, 1In the previous Chapter we have reviewed the per-—
formance of planning and indicated the shortcomings and errors
and also identified the outstanding tasks, In the present Chabter
we try to define a set of objectives in the context of the
realities of the economic situation and in the light of the
experience of the pest twenty five yearsj draw a scheme of pxi
priorities in order to move progressively forward towards thege
objectives #ndj indicate a set of guldelines for formulation and
implementation of plansl.

22 The Basic Objectives

We believe that planning in India during the coming
twenty years or so, should be guided by the following basic

objectives:—

1 For concrete programatics and quantification of inputs,
outputs and targets in the context of the objectives,
priorities snd guidelines see Chapters IV and V.
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i) that the minimum primary congumption needs of
India's growing population should be satisfied
(Primary needs)

11) +that the productive involvement of the people in
the process of economic development should be
ensured by generating adequate employment oppor-
tunities. (Employment)

11i) that economic growth on which the sbove two
objectives are directly dependant should simul=
taneously reduce inegqualities of inéomes and
wealth. (Distributive Justice), and

iv) that the poverty, Prevailing among bottom 40 per
cent of the ponulation should be eliminated,
(Elimination of povVerty), |

2.3 Satisfaction of minimum primsry needs

The primary needs of the people are foods clothing,
shelter, education and medical care., We recognise that satis-
faction of the primsry needs even at uninimum levels is unlikely
to be attained in the short run, DNor will it be attainable

simultaneously at some specific date. Rather, the attempt must

be to attain the minimum levels of primary needs of each type
at the ea:liest possible date. Evidently, given an assumed
pattern of dates for reaching the minimum targets of primary
needs and the size of population at those dates, a certain set
of physical growth targets independently emerge and these be-
come relatively rigid inputs for the planning process. Indian
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planners so far have hesitated to incorporate such consideration
into development planning. For one thing this would come into
immediate and drastic conflict with the pattern of developmental
Priorities to which they have become accustomed, Given the
resources constraints and the postulsted growth rate, the planners
found that-any attempt to introduce such targets wogld.have
lowered the growth rates of most of the sectors of the economy,.

In other words, the heavy-industry sectors virtually represented
to the planners ends-in-themselves snd not the requirements emsnat-
ing from the pattern and growth rate in the demand for primary
congumption needs, Rather, it wes the pattern of final consumption
demgnd, including that for essentisl commodities, which was to be
adjusted to the requirements of an adeguately high rate of growth
of the heavy industry sectors., Since we do not look ubon
industrialisation or capital goods production as ends in them=-
selves, we believe that development priorities should include
specific commitment to reach minimum primary needs targets by
specified dates, We realise, of courss, that the introduction

of such physical target attailnments may not always be easy to
harmonise even with an agriculture-wage-goods services—strategye.
The "shelter, water supply, sanitetion® group of needs which
involves heavy investment will poge difficult problems. Yet, the
fact that we treat industpialisation and capital goods productilon
as tools rather than as énds provides scope for harmonisging the
compulsiong of growth and employment with those of supplying
minimum primary needs of the people,
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2.4 Maximising Emsloyment Oggggggnities

We consider that the development plans should embody a
clearly stoted employment nlan and manpower utilisation prograiiic,
The most important part of such s progremme would be concerned
with the utiligation of idle and nartislly idle manpowers There
should be definite and distinct progress in every plan towards
a better balence of job~seekers and job-opportunities (in terms
of employment »nd self-emvnloyment) in the economy.
2edsl Effective participstion of people in the process of
economic development is one of the central objectives of the
Peoples! Plan. Unless this fundamental ailm is seriously and
consistently nursued, we see nho prospect for any significant
improvement .in mess welfare standards. Neithér the provision of
social welfare benefits to poor households, nortthe establishment,
at public cost, of community utility services_in. poor neighbour—
hoods or settlements, has a perceptible long~term impact on the
welfare of the recepients. It is, therefore, necessary to ensure
growing nroductive involvement of people in the expanding sectors
of economic activity. Consequently, so lohng as the productive
involvement of the Indian 'pesople'! in the expanding sectors of
economic activity remains at its present low level, standards
of mass welfare cannot possibly iﬁprove. Neither an zcceleration
of the rate of growth of the economy, nor the strengthening of
‘redistributive measures' nor finally, the expansion of social

welfare getivities of the State, will meke a significant differcnce.
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2e4.2 The statement made zbove is not meant to deprecate the
usefulness of efforts currently being made to provide social
welfare benefits and to develop 'minimum egsential community
services! for the poor, Our intention is to emphssise the

crucial importance of g;oductivg involvement of the people as an

instrument of rsising mass welfsre standards. By 'productive

involvement' of the people we mean their becoming 'engaged in
worthwhile economic activity! (elther as wage workers or as
self-employed) in sectors where opportunities are likely to
expand gs a result of economic development.

Rede3 However, in order that opportunities for employment/
self-employment being created by the Process of economic devel.op-
ment are effectively utilised by ths people of a poor country,
such opportunities need to be of sn appropriate type. This
means in effect that (a) the opportunities should be suitable
for unskilled/semi-skilled workers and should require only
'minimal' training or retraining and (bj the self-employment
opportunities must be viable at low levels of techno-

ent repreneurial knowhow and bzsed on moderate amounts of
investible capital.

2edad The pnroblem with modern economic growth in a less
developed country is precisely thst most of the new employment
opportunities being created are of a very different type.
Typically they require effective orientation in favour of a
techno~industrial civilisation, emphasise technical skills and
managerial sophistication and ususlly involve fairly heavy
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investment of capital. This mismstch of the type of opportunities
being created and the type of opporunities which can be effective~
ly utilised by the people accounts for two features of the growth
process in s less~developed country: (a) the under-utilisation

of economle opportunities and the consequent low 'spread effect!
of investment and (b) the confining of the major benefits of
economic growth to a small section of the population which alone
ils in g position to exploit the new oprortunities.

2ed 5 Planning of a different type, operating at several levels
is necessary in order to offer a reasonable chance for correcting
this basic mismatch. The central purpose of such planning is to
secure a fséter rate of expansion of econoﬁic opportunities that
the people can quickly utilise and to do this in a manner which
does not prejudice the long=term capscity of the economy to grow
and modernlse itself.

25 Distributive Justice

While a well defined strategy of economic development
any ensure the supplies of essential goods and also generate
adequate employment it would not, hoyever, aufomatically guarahbtee
that the proceeds of growth are distributed in a just manner
among the partners in the process, The growth mechanism itself
may possess in-bulilt factors through which the gains would accrue
mainly to the asset holders, particularly in the short term,
Indian planning has during the past twenty five years creasted a
situation in which the beneficiaries seem to be the rentiers,
the traders and the middlemen. The process has been reinforced
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by the kind of strategy and policles adopted by the planners,
The consequence is also guite clear. The efforts at enhancing
the average living standards of the Indian people have suffered
a serious set back. Income accruals among the vested sections
went on unabated, considerations of equslity in income distri-
bution between the factors of production got relegated to the
background and hence disparities in their personagl distribution
of incomes and wealth got, in effect, accentuated. It appears
that inequity in distribution of incomes and wealth has become
a queer characteristlé feature of Indian growth process. This
trend has to be reversed and that this needs to be accomplished
as early as possible, We therefore emphasise the importance of
ensuring an increasing measure of distributive justice and indi-
cate a practical way 6f doing so.

2.6 Poverty Elimination

A referehce has glready been made in the preceding
chapter to the extent of prevailing poverty in India despite the
long and streneous efforts of Indian planning over the past
25 years, Leaving apart the nature of data regarding the size
of population in the poverty bracket and the unsettled debate
on the temporal pattern of this poverty margin, the appalling
living standards of the bottom 40 psr cent of India's population
remains aﬁ economic reality to be reckoned within any effort to
plan for future development. While the above mentioned objectives
and the consequent strategies may prevent the economy from any

further deterioration, we believe that consciously chosen policies

...34



are immediately called for in order to recover the huge populstion
already caught up within the poverty trap. We recoghise that
achieving the objective of poverty elimination is not as easy a
task ss one wonld like it to be, but we also recognise that this
is, above 211, a human problem which requlres priority attention
in the coming two decades.

2.7 Investment Priorities

As has already been shown in Chapter 1 a major int ernal
contradiction in the Indian pattern of development has been the
combination of a heavy-industry-oriented pattern of allocations
and an investment rate too low to validate such a pattern of
allocations. This contradiction has emerged primgrily because
the ratio of domestic investment to nationgl income has continued
to remain low. We therefore approach the issue of investment
priorities from the standpoint of removing this internal contra-~
diction, The investment priorities which would be most appro-
priate sccording to us are:

(1) Since India's development performagnce both in terms
of per capite product and the growth rate of employment will depend
predominantly on what happens ii the agricultural seétor, the
pattern of investment allocations in the People's Pian should be
governed, above everything elsc, by the need for providing an
adeguate 'inputs-infrastructure~institutional base for g
sufficiently rapid rise in (a) the incomes of the agricultural
sector, snd (b) rural employment opportunities. The Peoples!

Plon gims at 2 comprehensive reconstruction of the rural economy
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through the development of agriculturs, agro-based industries
and cottsge/household industries, We also regsrd that building
of the necessary infrastructural facilities (both physical and
socigl) is of equal importance.

(ii) Since the supplies of primary consumption goods
have been iagging behind their effective demand during the past
two decades, economic growth has not generated the required
improvements in the standard of living of the masses. Therefore,
sectors engaged in producing goods of primary needs (agricul-
tural as well as non-ggricultural) should receive priority
attention in the matter of investment allocations.

(1ii) Since imvrovements in the general welfare signifi=-
cantly depend on services like health, education and other
commurity development services including those to the under=
privileged and the rural masses, outlays on these services/
sectorsy should be stepped up substantially. A4part from satisfy-
ing the known socio=~political regquirements, this order of invesi=
ment priorities would directly enhance employment potentials be-
cause of the low capital output ratio in this sector.

2.7.1 However it nesds to be noted that these priorities aru
not necessarily sequential or chronological. They are inter=
dependent and complimentary in character. We deliberately opt
for this group of investment priorities in preference to any othwr

group, in ghy case for the 10 year plan period.
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2.8 GUIDELINES FOR PLANNING

Ze8el Population Target

The first important guideline is thaet the planninlg
process should be based on z gpecific reasonable POPUiatiOn
estimstc and that the pleng themselves should visualise the out-
lays end nrogrammes necegsary to implament a population policy
based on such estimetes. At the same time all-out effort needs
to be made to bring down the rate of growth of population.

24842 Primacy to dgriculture, Small Industry & Social Service

The investment pattern should also accord primaéy to
expansion in agriculture, small industry and social service
activities, The logic behind this has been already indicated,
These are the three sectors (slong with basic wage-goods=
industries) which determine the cconomic opportunities and
standards of living enjoyed by the poor. The meaning of 'primacy
in the context of investment lanning is that reasonably high
growbth rates for these sectors chould be introduced as exogeneous
inputs into planning andj the investments and growth requirements
for all other sectors be derived on the basis of intersectoral
balances within this framework,

2e843 Supply and Marketing of Basic Wage Goods

4 high degree of imnortance should also be attached to
rapid exngnsion of supplies snd effective marketing of basic
wage goods, Here the choice of investments should be guided into
the lines which promise the fastest output increase per unit of
direct and indirect investments; Slgll scale technologies may be

* 0.37



inappropriate for some of the basic wage=goods on the ground-

of invegtment—effectiveness and total factor productivity
conslderations. Confusion should not be allowed between the
targets of raspid growth in basic wage goods production and the
promotion of smgll scale industries, The effective marketing

of basic wage goods =nd thelr supplies to the poor at reason-
able prices will involve not only production, but proper arrange
ments for stocking and off take, and elimination of spPeculative
irregularities. 4 system of state trading, distribution through
co-operatives and effective buffer stock operations will have to
be instituted in order to progressivsly reducé dependence on
private traders and suppliers/agents of various types.

e84 Non Inflationary Economy

We envisage an essentially non=inflationary process of
economic development. This does not imply that all prices should
be rigidly fixed or controlled, This implies thet the planned
investments should match actual savings and public outlays should
match ths guentum of resources thst can be reasonably expected
to be mobilised. The size of investments and outlays should be
determined on the basis of realistic estimates of mobilizable
savings, Such an approach will rule out recourse to inflationary

and deficit financing as a means of mobilising plan resources.

2.8.5 Relative Independence from Aid
Another basic guideline on which the Peoples! Plan II
is besed is thet economic development should become relatively

independent of foreign 2id in any essential or critical manner,
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This will call for rationel planning of exports and imports to
maximise the net gain in foreign exchange to be utilised for
developmental imnorts. We believe thal such rational forward
planning would lead to s more dynsmic approach towards export
promotion and a more liberal import regime than the one current-
ly prevailing. We do not favour an autoréhic gystem based on the
concept of exclusive self-sufficiency., We would therefore like
to encourage development of Indiais foreign trade on the basis
of comparative cost advantage.

24846 Approach to Capital Goodg Investments

An attempt should be made to allow investments in
capital goods production to the necessary minimum for attainment
of the growth pattern visualised. This does not mean an anti~-
capital-goods bias, but suggests the rational principle that
(in a country with limited resources for investment) less the
resources are locked up in cogtly long-tefm investments, the
bett r. 4n attempt should be made also to structure the growth
in such s manner and to employ such technical options as would
regulate the growth rate of the capital goods sector, subjecet to
the maintenance of intersectoral bslances.

2.8.7 Regstricted Growth of Heavy Infrastructures

Similarly, subject to int:srsectoral balance requirements,
there must be an attempt to restrict the investments in heavy
(high=-per-unit ~investment-cost) physical infrastructure. Through-
out an attempt must be made to substitute low-investment-~cost and

labour=~intensive methods for infrastructure construction and to
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devise interim stop gap measures which allow heavier forms of
infrastructure investments to be deferred to a later date when
the economy will be better able to zfford such investments. The
application of this and the previous principle of investment
planning will involve accurate estimation of regl factor
scarcities and consistent application of shadow-pricing techniques
in investment vlanning and project evalustion.

2e868 Minimum Necesgsary Controls

Plen implementation should be based on minimum essential
controls., While such controls should be carefully determined and
pursued with the utmost vigour, the multiplicity of (mostly
unnecessary) controls and regulstions which are now hampering
activities at every turn should be quickly scrapped. Besides
foreign exchange control, rationing »nd distribution of basic wage
goods and restrictive controls on luxury consumption of durables
and housing, there does not seem to be any other control implied
in the type of planning we visualiss. The resources of adminis-
tration now tied~up in non-essential and counterproductive
cbntrols may well be diverted to more rigorous pursuit of the
type of controls described above and towards more effective
enforcement of land reform legislation.

Re8a9 Mansgerisl Autonomy and Productivity Orientotion

Plan implementation should emphasise managarial autonomy
of organised=sector urits (both public and private sector) snd the
development of onroductivity orientation. 4 decentralised indicztive
planning vrocedure, coupled with the introduction of productivity
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planning =t enterprise snd sector levels snd a stress on
professionalisation of menagement will go a long way towards
mesting th-se gims., The same set~up will provide sz chance for
effective introduction of indystrisl dcmocracy and workers'!
Participstion in equity capitasl and management éf-large-scale
publie and privete sedto#bnits. The plan implementation set=-up
should slso emphasisc parallel trestment of public and private
scctor enterprises in credit and resource allocations and-the
awarding of government contracts., Small scale sector deserves
sPeclal conslderation with respeet to credit facilities and also
in respect of awarding government contracts.

248.10 Regional Development and Decentralisation

another Important aspect of plan implementation is the
emphasis on balanced regional development and effective de=
centralisetion of planning of regional/sub-regional units. There
1s a need for vvolving z multi-level indicative pPlanning set-up
which allowys the centrazl planner to retain control of macro-
aggregates of the national economy, while delzgating debtailed

Planmning and implementastion responsibilities down the line.
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CHAPTER III

THE STRATEGY 4ND PROGRAMMES

We. have stated in Chapter II the objectives, prioritiés
and the guiding pfinciples on which People's Plan is based. We
propoée“now to formulate our stratsgy of economic development
supported by specific action programmes the implemgntastion of
which in turn should enable the planners to redefine or refine
the strategy of economic development., Our time frame is of 20
years perspective (1978-79 to 1998~1999) and a concrete plan of
10 years (1978-79 to 1988-1989).

3.1 Strategic issues

The strategic issues relate to two sorts of questions,
First we have to determine the type of results we seek to achieve,
along with each important target dimension of the Plan. Secondly,
we have to co~ordinate these desired rgsults into a consistent
and viagble vision of economic and social progress over, the time=-
horizon of the Plan which congists of a perspective of 20 years
and a concrete plan of 10 years.
3.1.1 Issues relating to programmes are also of two types.
First we have to identify the action-~initiative through which the
desired rifults in each targét-sector will be secured. Secondly,

the individual programmes have t0 be co-ordinated into a coherent

and mutually supportive action~framework,
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3.2 Population

The stretegic sim is to reach the minimum population
figure which can be reasonably expecﬁedl to be attained ot the
close of the 20 year pl;n perspective ending 1998-99., Within
this genersl commitment to population limitation, however, we
wish to place special stress on family-1limitation strategies
specially directed towsrds lower—income households, We belleve
that to the extent outlays and programumes can'bé concentrated
on the poverty group the pay off, both in terms of general
population limitetion and of contribution to the welfare of
poor households, can be greatly enhanced. Further, we believe
that a population limitation strategy must function not as an
isolated target but as a primal component of an integrated set
of sociological inputs directed at poor household, and communities,
3.2.1 So far as the specific programmes are concerned, we
visuglise family-linitstion work as being organised on the basis
of (a) rural communities, (b) urbsn slums and poorer districts
and (e¢) the work force employed in ofganised-sector industries,
pPlantations snd largescale public-sector organisations. Within
each organisational unit the ﬁrogramme structure should'cbmprise
of continued and intensive propsgsnda of the small-family norim,
and creation of s set-up of family-welfare and counceliing
services., We lay special emphasis on child-care and femazle
education as part of a retional programme for family linitation,
3.2.2 We also feel that intensive involvement of voluntary

agéncles and of local community-leaders will be a sine-qua=non

l. 411l issues are discussed in qualitastive terms,
For quantificaetion see Chspters IV and V.
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of the family-limitetion progrzmmes. 4 policy of identificétion
of community-leaders of-thé urban and the rural poor and to secure
their influence in favour of (a) enforcement of legislation relat-
ing to child merriage, (b) the zdoption of small family norms and
(c) the acceptance of temporsry and terminal fertility-limitation
options will »rove helpful.

3.2¢3 The nroposed framéwork for population also includes
training programmes in family planning of short duration. These
training programmes intended mainly for the youth, should be well
désigned to £fit in the socio=cultural characteristics of India's
illiterate population,

3.3 Agriculturet

While satisfactory progress in output and yields of
important cereal crops mezy be relatively easy to attain, grester
attention would be needed towsrds {(a) non-cereal food crops,

(b) non-food field crops, (c) animal husbandry and fishery and
(d) minor forest and fuel woods. From the point of view of export
promotion intensive development of plantation crops (tea, coffee,
spices etec.) will also require emphasis.

3¢3e1 It also is extremely importeut to emphasise (a) land
reform and consolidation of non-viable holdings, (b) introduction
of mixed farming in order to improve the agro-ecological base,
(¢) promotion of scientific land and water management, recovery
and utilisation of inland water resources and minor forests and
intensive utilisation of farm yard msnures and (d) ihtroduction
of balanced mechanisation in a manner appropriate to the needs of

small and medium cultivagtion.
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3.3.2 The envisaged strategy is expected to swing the terms of
trade between agricultural snd menufecturing sectors in favour of
agriculture in order to make farming economicalli attractive and
financially remunerstive,

3,3.3 The programme set-up for agricultural progress will consist
of a four pronged attack on the bases of rural agrarial poverﬁy.
FPiprst, the educational institutions in the rural areas would have
to be reconstituted as foci for intensive adult education and pro-—
paganda incorporating sound principles of agronomy and agro-
ecology and of community organisation for agricultural impr9ve-
ment. Secondly, there must be s vastly expanded programme for
agro-rural public works, utilising idle and semi-idle labou;
surpluses and concentrating on land and wat er management,; minor
forest development, recovery of waste lands and water bodies

and encompassing sll dimensions of local=area agro-base improvement.
Thirdly, there will have to occur on immense expansion of the sat-
up for the »srovision of modern inputs, machinery and credit
facilities, integrating them for regularised

nrocessing, storage and marketing of sgricultural outputs. Further
flour prices would be fixed in such a way that agricultural out-
put receives its fair share in the national product.

3e3.4 Institutionally this will involve thé injtiation and
energisation of effective area-planning at the district level and
the setting up of organisation of rural poor at the community
(group-of-villages) level., It will also involve the development

of an effective set of cowoberative credit, marketing and input-
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supply agencies, linked at one end with the organisations of the
rural poor 2t the community level and at the other end with stete-
sector trading snd credit agencies,

3435 The organisation of rural poor are Visualised as gradually
evolving into effective organs for the pursuit of development
needs of their membesrs. Formstion and functioning of village
level committees consisting mainly of the beneficiaries seems to
be the only effective way to deal with issues like land reforms,
protection of tenancy rights ebtce znd to break the strangehold of
rural elites on the agro~rural situation.

3.4 Agro and Small Scale Industry and Growbth Centres

The other dimension of the strategy for egro-rural uplirt
will involve the revitalisation and expansion of agro snd small
scale (including cottage) industries., We visualise these develop~
ments ss teking place not at the level of village communitios but
at'the level of viabla concentrations of trade, service and
industrial activity within easy sccess of rural communities. Two
levels of such centres are postulated: (a) central villages serving
20-30 rural communities and (b) growth centres sorving a higher
rank~order of facillities, there being sbout 5-10 such centres per
district.

3.4.1 Strategically, we expect the major tools of rural (small)
industrialisation and growth=centre building to be an expansion

of credit snd marketing services (coupled with technical extension)
directed at agro-processing industries, units for service/repair
of agricultural machinery snd units for production of locally
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needed consumption necesssries based on local raw material inputs.
This coupled with the necessary minimum of infrastructural invest-
ments in developing the growth centres as Viable.fdci for linking
the urbsn and rursl sectors of the economy would be sufficient to
éénerate strong forces of rural industrialisation.

3+,4.2 The final strategic purpose of the development of rural
growth centres is to halt the trend towards indiscriuinate mig
migration, from rural areas to the metropolitan centres leading

to concentrstion of population in large urban complexes and thus
to improve the prospects for satisfactory development of the

urban areas themselves. 4t the sgme time the growth centres are
expected to serve as the link through which urban communities

and agencies can find a viable chénnel to the rural arease.

3.4.3 We visualise the programmstic coordination both of small
industry and growth centre development through the area planning
authorities st the district level., Acting in collsboration with
and through the banking sector, the official agencies for techni-
cal and entrepreneurial education snd the state co-operative
marketing institutions; the area nlanning éuthority is ekpected o
draw up and execute progrsmmes for smgll~industry development
within the district.

3ede4 Intensive utilisation of the secondary education system
including its increased vocationalisscion is also expected in order
to spread smong the people the idea of self-employment through
small and household industry and to develop in them the minimum
informetion base for effective'participation in economic

opprortunities being created,
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3e445 ds far as growthhcentrq_planning_is concerned, this will
involve concentreted snd coordineted decision-mgking st the srea=-
planning level in the direction of {(s) demarcation and notifi=-
cation of growth centre areas, (b) the encouragement of conhcen-=
tration of new industrial trsde ond services units at these points
and (e) the planning and execution of minimum infrastructure
investments and town planning works,

3.5 Organised Sector Enterprises

The major strategic objectives with respect to organised
sector urits (industries, trading units snd major plantations) are,
in general, similar. First, there must be rapid expsnsion in =211
sectorsldirectly or indirectly concerned with the production of
basic wage goods. Secondly, there must be a striet restriction
on the expansgion of non-essential consumption-goods production,
except and in so far ss it is mainly developed for export marketss
Thirdly, there must be a consistesnt effort to improve both
invegtment cost"to-outPut'and total factor productivity performance.
Fourthly, there must be a constant pressure towards professionali-
sation of mansgemont, upgradation of technical skills and
establighment of harmonic relationships between workers and the
managemente.
3¢5.1 The basic programme tools for stinulating rapid expansion
in wage-goods sectors will be (a) the diversion of s significant
part of public investment outlays towrrds investment in expansion,
teechnical renovation and rationalisation of existing units, as
well as the establishment of new basie wage-goods units under
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public or joint sector auspices; (b) preferentiol treatment in
terms of credit, import and scarce resource allocation and

(¢) guaranteed purchase st remuserative prices of a proportion

of outputs of these unlts for public distribution channels.

3.5.2 For dlscouraglng non-essential consumption goods pro-=
duction (except for exports) we would prefer the following basie
toolss (a) the requirement thet new units or expansion of exist-
ing units in this sector be allowed only on the basig of
gugranteed export of a fraction of output, (b) stiffer company
taxetion and dividend limitation laws for such un1itsj and

(¢) application of heavy excise taxation of such products, For
existing older urits we would recommend: (d) liberal excise relief
and subsidy for exports and (e) selective credit facllities for
retooling to produce essential products.

3e5¢3 We also recommend the setting up of productivity wage ond
workers welfare planning commitbees in all major organised sector
units, These planning committeecs (aided by the workers education
programues) will serve as our primery instruments for achieving
the organisational and social 2ims in this sector,

3.6 Exports, Tmports and AID

The strategic targets are (s) rapid expangion of exports,
(b) rationsl liberalisation of imporis, (c) selective inflow of
foreign investment into export sectors and (d) gradual reduction
in dependence on foreign aid, In particular, we would prefer
fuller exploitation of export markets in plantation products;'
light indostrisl and engineering goods and products of small seale

indrstry,
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3.6.1 Ve stress the liberalisation of credit and reduction cf
disabling control legislation. We also suggest joint-sector
investments (preferably with foreign capital participation) for
cent per cent export industries., There must zlso be more liberal
opportunities for dynamic exploration of new export markets and

of new markets for old products, couvled with seed-money provision
on nublic account. For (small) plantation and small industry
product_exports, we suggest the creation of export houses in

order to undertake vigorous marketing of such products. We aléo
suggest the abolition of the distinctions between trsditional -nd
new products and the recognition of the fact that all methods of
achieving a given increase in exports sre equally valuable and

the emphasis should be on the lowest-investuent cost methods of
achieving gains in export. In respect of rstional liberalisation
of imports we propose the following guidelines, Evidently, no
restrictions neet be imposed on import reguirements of cent per
cent oxport industries. Secondly, import liberalisation can be
alloyed in all cases where th:are is 2 reasonable prospect of

net saving of foreign exchange, Thig will occur provided the
activity hag an export-proportion highzr than the share of- importcd-
materisl costs in its production cost structure. Finally, import
liberalisation is also desirsble whéere (for other ressons) we may
not be particularly intercsted in developing high=-cost domestic
products, Long=term comparative cost advantage should bhe decisive

in this respect.
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3.6.2 For secyring accelerated foreign private capital inflow,
restrictions and regulstions hampering foreign capital inflow
should be abolished for all proposals of cent per cent export
industries. The only requirement should be that they should
adhere to the common code of labour-management relations practices
of the country. Similarly foreign private capital participation’
should algo be encouraged for public and joint sector enterprises
in the export sector, particularly if the foreign collaborator

is ready to guarantee export markets. On the other hand, foreign
capital iInfloy into luxury consumption goods productions for the
domestic market, as well as the dominance of foreign firms in
basic wage-goods industries must be strictly controlled,

3.7 Anti=-poverty measures

It would be useful to notice how, within the programmatic
framework described above that we have the lineaments of a co-
herent anti-poverty programme,

3.741 First, there will be, on a community-to-community basis,
appropriste planning of lsabour~intensive publié works activity,
involving therein the local organisations of the poor.

3.742 Sacondly, the entire group of poor houseﬁolds will be
brought under the purview of family planﬁing, child care, adult
and primary education, vocational guidance and enablement services.
This will undoubtedly involve ;nnOVations in cutting costs and
using intc<rmediate-level services.

3.7.3 Thirdly, poor communities will be provided (through the
public distribution system) with retioned quantities of basic
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necessitles at subsidised prices. Similarly priority will be
given to provision of minimum housing and ssnitation needs of
poor communities throughout the geonomic spectrum.

3.7.4 Fourthly, the crédit, technical extension snd marketing
systems will be éctivated to enable poor individuals and groups
to effectively particinate in the rapid development of small
industry visualised. The rapid expsnsion of the small scale
industry sector itself (aided by credit, technical extension,
marketing and export marketing activities, as suggested above)
will also offer gainful employment opportunities to individuals
of the poverty group.

3e7ed ' Fifthly, the expansion of the agricultural sector itself
will represent the single most importent agency for the improve-
ment in employment and income standards of the poor, particularly
in view of the building=-in of social=justice criteria into agri-
cultural development programmes themselves,

3e746 Sixthly, the envisaged policy of landreforms is intended
to achleve an equitable digtribution of the ownership of the means
of production. The direct consequence of such a policy would be
(2) that a substantial increase in the productivity of land and
assoclated factors including the labour employed in agriculture
is achieved and (b) that 2 major share of the growth proceeds is
ensvred to the weaker sections of the community, namely, small and
margingl farmers and landless labourers, These results would

directly‘contribute towards elimination of poverty in a big waye.
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3.7.7 Seventhly, the anticipated strategy of industrial
development ensures participation of labour both in equity
capital 2nd mgnagement of large scale public and private under-
takings, thereby assuring equity and justice in the ownership
of the means of production as also in the distribution of out-
pute.

3¢748 Eighthly, we also consider it necessary aﬁd desirable
to Incorporate into the Peoples! Plan an employment assurance
scheme, intended to provide job opportunities to those who are
unemployed snd those who are desirous of being employed.
Employment , thus, assured may not carry market rates of wages,
‘but may ensure a minimum income, required for self maintenance
without starvation from hunger snd other expressed forms of
poverty, The inspiration to incorporate such a scheue is drawn
from the cxperience gained from the operation of such scheme
initiated recently in one of the state,

3.8 Education

The strategic priorities of the educational seetor are
amplified as follows® (a) the retooling of primary and adult
education to serve as popular actiVisation deviges and develop~—
ment of organised activity by the poory (b) vocationalisstion!
of secondary education with its emphasis on self-employment,

(c) rapid cxpansion of middle-grade technical and workers! education
and (d) planned expansion of technical, medical and managerial

education based on thorough manpower-need estimation,
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3e8.1 It will be nccesgsary (a) to expand and enrich the staff=-
ing of primary schools and to equip them for intensive adult-
education work, (b) to combine community-service functions
(nutrition, child-care, health) oand community-service education
using the primary schools focus, (e) to stop the indiscriminate
expansion of 'secondary education' and to convert as many units
as possible to '"vocationalised! and self-employment-promoting
institutions, (d) to reduce expenditure on *mainstream' degree
colleges and to expand facilities for 'polytechnic' and
'industrial training centre! level facilities (e) to expand
Paramedical gnd soclal work education as rapidly as possible,
(f) to stress the training of elementary-level agronomic co=
operative and social work educators snd their employment in
primary'and secondary schools, family planning training programmos
of short duration, (g) to institutc rational manpower planning
for university level education and to restrict high-cost
educetion to manpower-need levels and (h) to involve the
'educated unemployed'! in expansion of various forms of elementary,
adult and'litcracy cducation aftermininal training.
3.9 Heaglth

Health services will expand rapidly primarily in the
dimensions of (a) preventive medicine and comeunity-~health
programutes, (b) improved matrition and dietetic education,
(c) paramedical and medical social work, (d) family planning
and maternity/child care centres, (e) community-level dis-
pensaries and outbPatient care systems, (f) expansion of 'free
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beds! and 'general werd' facilities and (g) health insurance
schemes and facilies, (h) combining health services locationally
and organisationally with other community services in an inte~-

grated framework.

3.10  Housing

gtrategic considerstion in the housing sector are (a) reapid
improvement of existing housing facilities for poor people upto
minimum standards, (b) rapid expansion of cheap rentable accommo=
dations and housing estates, (c) adequate expansion of commerclal
accommodation and marketing centres and (4d) restrictions on other
forms of housing development through appropriate legislation and/
or disincentives.
3.10.1 The main instruments will be (a) nationalisation and
transfer of slum properties, (b) financial subsidisation of
private entrepreneurs willing to invest in low-rent housing,
(¢) bank loan facilities for middle and lower-middle-level
private housc construction, (d) joint sector ventures for
commercial buildings and market facilitles construction, (e) legal
restrictions of luxury houging in terms of architechtural laws
and (f) publicly funded progrsmmus for rural housihg in central
villagos and growth ccentres, agimed at providing facilities for
the poor groups. Along with health care and housing we would
like to lay stress on the need for promoting supply of drinking
water to every community/village. We would also like to emphasise

the need for improving rural and urban systems of sanitetion,
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3.11 EnergyifTranspoft & Communication

The strategy of development envisaged for this sector is
primarily as complemlentary to the developmentzl efforts anticipated
in the production sectors like agriculture, mining and industries.
In particular, the relatively low energy intensity of the envisaged
general development strategy would have to be recognised as
congtituting the basic approach to the expansion schemes in the
sector. It 1s worthﬂhile.to recall that.the Peoples! Plan 1s
primarily labour intensive because of its stress on the smgll=
scale sector,
3.11ls1 While in general moderate growth of energy, transport and
communications sectors will be imperative, certain ideas of a cost-
and-resource-saving nature will require emphaslis. In the energy
sector, emphasis will be laid on wind-power and bio-energy
development, fuel consgervation drives and systematic power-
consumption procedures in orgenised and small=-scale~industry
units, intensive use of minor fuels and low-grade fuels and a
general movement towards lower~fuel=-consumption typres of techno-
logies.

3.11.2 In the transport sector cmphasis will be placed on bi=
cycles and light transport vehicles, light motorised vehicles,
tractor=carriers, Public transport systemg will be emphasised as
against private cars agnd other high<~cost transport options. Tempos,
vans and other forms of private transport capable of combining.

goods and passenger transport needs will be emphasised.
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3.11.3 Finally, in commuricstions, emphasis will be placed on
extension of telephone/telegraph facilitiess the broadening of
range, variety and development ~content of radio broadcastss the
subsidisation of local newspaper and periodicals and development
of television at community centres etc,

3.12 CONCLUS ION

The breoad strategies and the programmes therein presentgd
above will be found in line with the guiding principles developed
in Chapter II. They sre also mutuslly supportive at both
‘strateglc and programmatic levels, The quantitative intensity
at which this strategic and programmatic conception can be applied
will depend, of course, on mobiligable resources. This will be
discussed at the level of macro-economic consumption-saving-=
investment balance in Chaphter IV. The more detziled investigation
of public outlays and governmental resource-raising will be dealt
with in Chapter IV, Anticipating the findings of -thege two
chapter%, it coan be stated that rcsources will be sufficient for
implementation of the strategy visualised and for ensuring ade-

quate intensity for satisfectory growtl. performance.

eee57



- 5? . -

CHAPTHER IV

A TWENTY YEAR DEVELOPMENT PERSPECTIVE

In the previous chapbters we have worked out the funda-
mental principles governing Peoples! Plan II and the strategy-
programme framework in terms of which it shall operate, The next
stage 1s to calculate, in quantitative terms, the implicetions of
2pplying the new plan framework to the Indian economy. We would
1like to mgke it clear that the quantitative calculations sre
apbroximate and indicstive, 4 non=official group working with
obvious limitations of time and resources and confronted with both
the incompleteness gnd unrealiasbility (in parts) of available
data concerning the Indian economy, cannot hope, in any casey
for absolute accuracy. HowevVer, for the purpose in hand =~ which
is to indicate, in broad quantitative terms, the pattern of
development expected to follow from the new approach to planning -
the celculationsg are both sufficiently accurate and sufficiently
reliable,

4,1 The Tonz=Renge Growth Perspective

We shall first attempt to develop a long-range growth
perspective covering the twenty~year period from 1978-79 to
1998-99, The year 1978-79 is chosen as the initial year for two
reasons. First, planning has a certain inertia so that the new
ideas cannot be incorporated into the planning mechanism earlier
than this. Secondly, 1978-79 is the terminal year of the Fifth
Five Year Plan. This allows us to use the official end~Plan
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figures as our bsseline, thus avoiding needless controversy over
choice of baseline uota.* |
4,1,1 The long-renge growth perspective is priderily a tool
for determining what fhe economic system is capable of achieving
over the next twenty years within reasonable resource limits,
such a 'perspective; differs from a 'projectiont' in that no attempt
is made to consider the likelihood of the growth plcture being
evolved, Rather, the stress is on the feasibility end desirability
of the outcome, 'Feaslibility' in this context falates ﬁ6 resource
constraints and the requirements of intersectoral balance,
'Desirability' refers $0 a value—judgement, the main criteria for:
which are; in our case,

a) primery needs fulfilment

b) employment generation

¢} distribubtive justice, and

d) poverty slimination,

The growth perspective ig, therefore, a picture of the
performgnce which can be reasonably expected.

4,2 MethodoiOgy

We shall develop our growth perspective in four stages,
Firsty, an attempt will be made t0 arrive at rcasonable aséumptions
concerning resource raising and aggregative growth performances
Secondly, we shall <xamine the population perspective and fix g
reasonable end~perspective population target. This will also
determine the estlmaies of minimum primsary needs targets. Thirdly,

given the aggregatc growth perspective and primary need levels,

*Actual 1978~79 data referred in this Chapter crs the estimates
directly taken from the sources or computed on the bagis of
data available therein,
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we shall work out s pattern of sectorwise growth for the pers-
pective period, keeping in mind the necessities of intersectoral
balance. Finally, the growth pattern thus derived will bé chocked
for its implications in termsg of employment generation and poverty
elimination so as vo meske certzin final adjustments. Evidently,
several iterations gre necoccory before the projections yield a
perspective combining satisfactory performance with resource snd
intersectoral balance constraints. However, in ordef to avold
tedium, the iterstive calculations have not been included and only
the final}y*worked-out perspective is being presented,

4,3 Resources _and Aggregate Giowth

The assumptions we have judged suitable for developing the
aggregate growth and resource generation perspective are the
following:?

(i) The rstio bstween disposable income gnd gross domestic
product at factor costs will remain constant at its 1978-79 value.
The meaning of this azssumption is thrt the level of indirect taxes
less subsidies will not rise further in proportion to gross
domestic product. The justification for this assumption is the
unfavourable impact of rising reletive intensity of indirect
taxation on both price levelg gnd distributive justice.

(1i) The share of the Statc Sector (including adminis-
tration) in disposable income is expected to rise every 5 years
by 10 per cent, The meaning of this sssumption is that there
wlll be 2 fairly rapid rise in the share of resources under the
control of the state sector. The logic bshind this is the

| .o o0



~ 60 =

necessity for the State sector to act as a pathbreaking leader=
sector in determining the direction of economic development,
(iii) The shere of the !external' sector in disposable in-
come is expected to remain constant ot its 1978-79 value. This
means that non-export earnings from th rest of the world will
grow roughly parallel to domestic prdduct. In View_of the very
substantial boom in such earnings in recent years, this is probab-
ly an underestimate, Given the volatile nature of such earnings,
however, 1t is as well to be cautious,
(1v) The share of private and household sector in_disposable
income is expected to drop in s compensating manner. Given a
constant disposable income gross domestic product ratio, a rising
share of State sector and a constant share of the external sector,
the privete sector share will drop. This implies thet the volume
of spending power under private control will gradually diminish
as a share of total spending power in the economy.

(v) The State sector propensity to save -is expected to
increase by 10 per cent every 5 years. This means that there
must be rapid growth in the following elements: (a) taxes less
administrative expenses, (b) savings of State sector units. we
believe that emphasis must, in the first instance, be placed on
holding back of administrative costs. 4s time passes,'the'improve-
ment in state sector masnagement efficiency can allow the savings
burden to be gradually shifted to the State enterprise surpluses,
Specifically, we assume that gross tax revenues will rise at the
salle rate as gross domestic product, that administiative exXxpenses
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will rise by 5 per cent each yearvat a maximum and that the rest
of the teigeted savings will be made up by surpluses of State
enterprises, Roughly, this will require a rise from about 8%
in"1978-79 to about 18% in 1998~99 in the saving rates of State
enterprises, the bulk of the rise from 11% to 18% occuring in
the second decade. These are fairly rigorous requirements. Yet,
if we are serious about the preference for non-inflationary"
means bf‘finaneing'éevelopment, it is impossible to avold fairly
drastic reform of_fhe cost —earning ratios both in administration
and in the State undertakings. 'A lot of slack is known to exist
'énd the targets posited are by no means unattainable given
sufficient will. The alternative of squeezing more resources by
intensified taxaéion efforts seems to be both more difficult of
attainment and more disadvantageous in its impact on total economic
performance.

(vi) The private sector propensity to save is expected to
rise by 5 per cent cach 5 years. Thig implies a steady but slow
increase in private and houschold saVihgs. .

(vil) The ratio of net imports (imbofts 1ééé exports) to
disposable income is-expectgd to be.;eguced by 16 per cent gyefy
5 years. Thié apﬁears to be the best that can be dohe by export
promotion gnd import substitution. The net effect is to reduce
dependence on forelgn economic aid in terms of its contribution
to total investible reséurces gquite significantly. From 3.59 per
cent in 1978-79,‘the ratio of net foreign credit falls to 1,81
Per cent of investilbe resources in 1998-99,
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4,3:s1 On these assumptions and starting with the estimated

1978-79 values of these variables, we obtain the results tabulat-

ed below in Table 4.1.

TABLE 4.1 Resource Generation Assumptions during 1978-79 -_1998-99
(Percentages) :

1978-79 1983-84 1988-82 1993-24 1993f99

l. Ratio of Dis~-

POsable Ihcome
to GDP 114,12 114,12 114,12 114,12 114,12

2. Share of State '
sector in DI+ 16.64 18,30 20,13 22.14 24,35

3+ Share of Private
sector in DIx 82.93 81,27 79.44 7743 75622

4, Share of External \ .
Sector in DI* 0.43 0e43 0,43 0.43 Oe43

5. Propensity to
save 1n State .
SGCtor 27 63 30. 39 33.43 36. 77 40.4:5

6. Propensity to
save In Private
Sector 13.53 14,21 14.92 15,67 16,45

7« Ratio of Net .
imports to DI* 1.04 0.83 0..66 0,53 0a42

8e¢ Implied Share of
Investible re- :
sources in GDP 19.24 20,96 22,45 R4.23  R6441

*DT Disposable Income

Source!Fifth Five Year Plan p.110 for 1978=79 figures

4¢3.2 With investible resources amounting to 19,24 per cent
of GDP in 1978-79, the official planners Propose a growth rate
Of 5465 per cent, This involves an implicit incremental
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capital=-out ratio of 3.,41:1, With our different sectoral emphasis
pattern and bias towards low—investment-cost technologies, it
should be possible-to hold the‘inpremgntal capital-output rétio
down to 3.21:1 for the. first 5-year peridg.,ThiS will allow a
growth rate of 6.0% per ennum. For the next three gquinquenniums,
we allow'capital;OUtput-ratio to rise successively to 3.4:1,
3.6%1, and 3.8:1, the rige reflecting-the gradual shift towards
highef capital-infensity séctors and more capital-intensive
technical options, | |

4,3.3  The groﬁth rates of GDP for the 4 quinquenniums are thus
6.0%, 6.16%, 6.24% and 6.38% annuallys This represents a slow
but steady acceleration of the pace of growth as the resource"
genefation position improves, The results of the Process are
summarised in tables 4.2 and 4.3 below. They indicate that the
eéonomy will Become more state-sector-oriented, that domestie
savings will grow rapidly and the economy will becgﬁe relatively
(though not absolutely) less dependent on net imports financed by

foreign capital inflows.l

", -

l. Notice thet our assumptions rule out !'inflationary!
resource generation mechanigls and involve no relative
intensification of the indirect taxation effort. We
believe that the distributive implicztions of more’
intensive indirect taxsotion and inflation to be
Pernicilous. See, Chapter V below,
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TABLE 4.2 *

crowth and Resource Generation During

1978-79 =_1998-99

(Figures in 1975~76 Prices: RSa

Millions).

1978-79 1983-84 1988-89 1993~94 1998-99

1, Gross Domestic - o 2564060

Product =70650 1031300 1390560 1882040
2. Disposagble Income 870440 1176920 1586910 2147790. 2926110
3., State Sector Income 146380 215380 319440 475520 709000
4, Private Sector

Incoge 729260 056490 1260640 1663030 2201020
5. External Sector

Inconme 38C0 5050 6830 0240 16090
6, State Sector

Savings 40450 65450 106790 174850 286790
7. Private Sector _

Savings 98680 135020 188090 260600 362070
8, Net Imports 5320 9770 10470 11380 12290
9, Invesitble Resources 148250 216190 312180 456070 677240

Source: Base-line data, Fifth Five Year Plan, p.ll0

TABLE 4,3% Growth, Consumption gnd Savings During 1978-79 = 1998=09

(Flgures in 1975-76 DPrices: e Millions)

1978~79 1983~84 1988-89 1993-94 1998-99

l. Gross Domestic

Product 770650 1031300 1390560 1882040 2564060
2. Dlsposable Income 879440 1176920 1586910 2147790 2926110
3. Consumption 736510 940500 1285200 1703100 2261160
4, Domestile Savings 142930 206420 301710 444690 664950
5. Investment 148250 216120 312180 456070

677240

Source: Base-line data, Fifth Five Year Plan, p.110
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4.3.4 - Thus, over the 20 year period, the gross domestic product
will rise by 232;71 per cent; consumption by 207.01 per cent,
domestic savings by 365.23 per cent and net foreign capital in-
flows by 13l.02 per cent, asllowing a rise in investible resources
by 356.82 per cent.

4.4 Population and Primary Necds Tsreets

Population in 197899 is estimated to stand roughly st
634 millions. Before we can set s reasonable target for 1998-99,
it is worth realising that the likely estimastes for the 2001 4D
population very as widely as 1025 mlllions to 830 millionss.

Faul

However, most estimates cluster sround a figure of 925 millions,
4.4.1 The 1978-79 population figure of 634 million indicateg
however that the time for reaching the loyest estimate (830
million, is aslresdy passed. The turncver date by which birth and
death rztes must become equilibreted to a long-rung population
stability is, for the 830 million cstimate,® 1975-76. The next
lowest estimete (846 wmillion) has a turnover date of 1980-81}
and that for the next is 1985-86 with a 2001 4D populstion of

2e .Sce F.hs Mchta, Second India Series = LEconomy, P32,

3. This is the Registrar General of Census Low 1 estimate.
The concept 'turnover date! is important, FOr reaching a
population figure, there is a (for any estimate) critical
date after which it cannot be reached (i.e., it will be
excecuded) even if =t the turnover date long=term zero
growth of populstion has already bsen gchieved.
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‘924 millions, The best that we can achieve, therefore, seems to

lie between these two estimates, Tgking 1983-84 as the date at

which birth and death rates will be compatible with long=rung
population stability4, we have derived our target figures for

5
population, as summarised in Tables 4«4 and 4.5%.

TABLE 4.4% Population Trend and Population Tgrgets During 1976-200]
(Figures in Millions)

Pomad” (oo PEee oy Aottt s, Ton”
1976 605,6 605.6 (actual)
197879 634,0 634.0 (actual)
1981 663.3 65640 7.3
1983-84 693,2 684.5 847
1986 72445 708.0 16,5
1988-89 754,7 733.5 20.8
1991 786,2 760.0 26,2
1993-94 819,3 7849 34,4
1996 853.8 810.6 43.2
1998~99 888.4 834.6 53.8

Source: For trend figurus, Registrar General of
Census, Govt. of Indis, Population
Projection 1971 to 2001 AD.

4, ggis igvolves a considgrable effort in family limitation,
€ policy ga in numbers of required Prevention of birth
between 1575-8§ and the target date has been worked ou% ins
Table 4.4.

Se See also Tables 4.6, 4.7 and 4.8,
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TABLE 4,5¢ Quinguennigl Growth in Population,
1978=79 to 1998-09 (in DPercentage)

Period 1978~79 .1983-84 1988-89 1993-94 1978-79
1983-84 1988~89 1993=04 1998-99 1998-09

l. Present
Trend 9.33 8.87 S.56 8.43 40,13

2. Target 7.96 7415 7400 6.33 31.64

Source: Figures in Table 4,4,
In percentage terms, the difference between tfend and target levals
do not seem to be very sharp. However, in absolute terms, there
is a differential of 64.9 millionsg,

4.5 Primary Needs Targets: Consumption

Given the figures for disposable income and population,
the basic néeds fulfilment level supplies of some leading
consumption items can be estimated, First, the amounts needed to
cover per capita physical norms can be worked out directly from
the population estimate. Secondly, whereverr incomeelasticity of
demgnd relations are known, the demaﬁd-fulfilment levels of supply
can be worked out from the per capita income and population
estimates, In Table 4.6 we given the higher of the two estimates
and work out the rste ofpercentage increase over 1978-72 output
levels necessary in order to reach these targets. The per head
physical consumption norms are those suggested in the Report of
the National Agricultural Commission (Part III). The income-
elasticity relationghips are those used by F.d. Mehtz in the

'Second India Series = Economy! study.6 We also work out (for the

6e Fode Mehta, op. cit. Macmillans,1976.
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bottom 40 per ccnt of the population) the physical volumes which

must be handled by the public distribution sysi<ms. These figures

are given in Tzble 4.6 and are importent indicstors of the supply-—

implicetions of she anti-poverty progromme,

TABLE 4,63 Primary Needs and Congumption Tergets
M‘L"bhit Need 98-99 Aétuél 78~79 Inhcrcase(%)
l., Foodgrains Million tonnes 167.00 125.00 33,60
tonnes

2, Sugar " " 10,50 5440 04,44
3. Gur n " 13.53 8422 64, 60
4, Vanaspati " " 1.72 0.61 181,97
5. Tea " Kgs 498,00 235400 111,91
6. Coffee u " 103.00 52400 28.08
7« Tobacco w “ 747,00 283400 67449
8. Cotton Cloth "  "meters <2530,00 9500, 00 137.16

T T S R

-

Gur actual 197879, obtained on the basis of rcsidusl sugarcane

converted to Gur,

Sources (i) Fifth Five Year Planj (2) Coffee

Board, Five Yesr Planj (3) Gur and Tobacco estimcted on the basis

of trend method,

- Prem i L P TR O VR

P’

TiBLE 4,73

Supplies Needed by Bottom 4 Deciles of Population

1998-99

Unit Need 1998-99 Estimated Productionl
for bottom N=ed increase

4 deciles, (Total) from 1978-79
o L level (%)
l. Foodgrains Million tonnes 63,20 21Ce46 68,37
2., Sugar " n 3.52 11.72 117.04
3. Gur " b 4,09 13.62 65,69
4, Vanaspati " u O.6L 2403 232,79
5. Tea _ n Kgs 182.40 607439 158,46
6. Coffee u " 33420 110.56 112.62
7« Tobacco n " 189,60 631,37 123.10
8. Cotton Cloth " meters 8000.00 26640, 00 180,42

PN T T T W A on a W

l. On the basis of bottom 40% of population consuliing g

30% share of cotal supplies.
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4,5.1 4s will be scen, the estimates on th- basis of Table 4.7
are consistently higher then tPoserof Table 4.6, We take, there-
fore, the Table 4,6 Values.as ﬁinimum and Teble 4,7 Values as
the maximum estinalcs of supPplies necded t0 Mect minimum primary
need consumption targets.

4,6 Primary Needs: Health

The basic neads targets for health services are estiuated
as follows. Health Department's population-bessed norms asre used
to estimate personn:l reguirements. For the @antum of medical
expenses needed to cover the needs of the bottom 40 per cent of
the population, the WHO7 norm of R,15/- per capits per yecar is
adopted. It 1s also assumed that this will bs roughly 30 per cent
of total health secrvices expenditure private, snd public.

TABLE 4.8¢ Health: Primary Need Targets

Unit 1978-79 1908=09 ~ Inhcrease
dctual Target (%) Norm
1. Doctors nos. 167,800 238,460 42,11 1:3500 per-
sons
2. Nurses - nos. 1034200 166,920 61,74 125000 "

3e Auxillary Nurses nos.. 83,200 166,920 100,34 1:5000 *
4. Sanitary Workers nos. 39,230 83,460 185,53 1:10000 "
5. Expenditure on Anti- B

Poverty Health million n.a, 5007.,60 Neae Rel5/-per
Service ‘ capita

6. Total Health R ,
Service Expendi~ million 1883.81 16692 .00 786,08 not appli-
ture cable

Source® Fifth Five Year Plan, Heaglth gnd Educstional Programmes?
Annual R:.port of the Ministry of Heaglth and Family Plann-~
ing (1974~75)., The 1978-79 actuals have becn estimated on
the basis of planned additions to health personnel added
to 197374 flgures.

7« W H 0, Mininum Health Norms, 1972.
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4,6,1 The sbove data show th:t while 1covercge! targets in the
health sector do not require too.much additional efforts, the
problem of bringing the services upto minimum gquslitative standards
is guite formidoblee

4,7 Primary Needs: Education

An essentially similar procedure 1is followed for estimat-
ing basic needs in eduycation. Population-based norms of the
Ministry of Bcucation are used in order to estinate numbers of
primary schools/adult education centres and sscondary schools.

. norm of Bs 18/~ Per caplta per year is adopted as wminimum
educational expenditure needs of members of bottom 40 per cent of
the populations. The outlay on poor People's .ducation is set &b
40 per cent of total educational outlays.

TLBLE 4.9¢ Education® Basic Newds Targets

detual Need Inerease Norm
= T8=99 %
1. Primary Schools (nos 487980 834,600 67,60 1:1000 persons

2. Secondary Schools (nos) 102930 166,920 6217 1:5000 0

3. Educational Expenses Neae 7210,94  n.s. B18/- per
of bottom 40 necr cent capita
of Populutioir (Rse
millions)

4, Total Expenditure on 3078.04 18027,35 485,68 Not appli=-
Education cable
(R, millions)

Sourcet Ministry of Education, Educstion YeafiBook 19764 pel2.

S g,

8« See WHO, Minimum Health Norms,; op. 2t, 0.14, for UN
'suggestions regerding minimum educational expenditure
normse
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4,7.1 Once again, “coverage" is much easier to attain than
minimum qualitative standards, the latter involving a formidable
485.68 per cent rise in educstionsl outlays over 20 years.

4.8 Primary Needs: Housing

The basic terget in the housing sector is to provide the
bottom 40 per cent of the population with minimum habitation
standards by 1928-99. This standard involves 1 housing unit of
minimum sgtisfactory condition per stendard household of 5. This
gives a target of 41.73 million housing units by 1998-99, This
is the stock target.

4,8.1 4t present there are around 37.85 million housing units
occupied by the bottom 40 per cent of the population. Around 80
per cent of this housing is critically substandard. Thus fully
meet ing the bhottom 40 per cent of the population’'s housing minimum
needs will involve, by 1998+-99, the following expenditure,

TABLE 4.10 Housling Minimum Needs Programme 1978-79 to 1998-99
(ke milliong)

1. Renovation of and upkeep of 30,28

million units @ B.1000/= per unit vos 30280
2o Upkeep of 7.57 wiilion units for 20
years @ Bs.20/- a year per unit coe 3028
3. New construction of 3.88 million
units @ R,5000/= per unit. ' .o e 19400
. Tofal 52708

4., 4dssuming podr people!'s Housing to be
40 per cent of Total Outlay on Housing

said Total Outlays or, see 131770

an yearly average of _ e s 6588¢50
‘5. Total Investments on Housing 1978-79 1406.93
6. Gap in Investments in 1978-79 cee 5181,57

Source: Ardeshir Dalal, Housing and the Poor, Manek Publications,
Bombay, 197535 for wConditions in 1978-7om, HUDCO estimates
of minimum upkeep, renovetion and new construction for
houging. Figures roughly average of EWS and Rural housing
scheme figures. Converted pro-rata to 1975-76 base. HUDCO,
Low Cost Housing Programmes, 1973.
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4,2 Primary Needs® Phasing

Evidently accurate 'phasing' will be necessary in meet=

ing primary needs targets by 1908-99, 4s far as cohisumption goods

are concerned, we shall adopt the targets of attaining upto 1988-89
the growth rate which (if projected to 1998-99) will reach the
Table 4.4 figures. A4ctually, however, beyond 1088~892, growth
rates will be accelerated to reach the Table 4.5 figures by
1098-99. This will generate the following growth-perspective for
congumption goods needs fulfilment,

TABLE 4,11° Target Outpuit of Consumgtion Goods
196384 1988~89 1993794 1998799

1., Foodgrains (million tonnes) 134,39 144,48 174.37 210,46

2. Sugar (million tonnes) 6.38 7453 9,39 11.27
3. Gur (million tonnes) 9.31 10,56 11.99 13462
4, Vanagpatl (million tonnes) 0479 1.02 1,44 2.03
G+ Tea (millions kgs.) 283.54 342,10 455,83 60739
6. Coffee (million kgs.) 61469 73,18 89.95 110,56
7. Tobacco (million kgs.) 321,95 366,25 480,87 631437

8e Cotton Cloth (million meters) 11789 14630 19742 26640

4.9l It is also clear that the three targots concerning
educational expenditure (qualitative target), health expenditure
target and housing programme are going to prove difficult of
attainment. We have, therefore, felt that (as far as the first
two targets are concerned) the first decade should achieve one
third of the needed increase and the second decade two thirds of
the necded increase, &S far as the housing programme is concerned
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the 4 quinquenniums should involve expenditure of O.l, 0.2,

0,3 and 0.4 per cent of the totsl visuslised expenditure.

4.9.2  This will generate the following targets of expenditure
on héalth, education and housing, as summarised in Table 4.12
below?

TABLE 4.12% Outlays on Education, Health and Housinge
(Annual Figures in R, millions at 1975-76 Prices)

Year | 1978-79 1983=84 19288-89 1993-94 1998-99

1. Education 3078.,04 4981.33 8061,50 12055.18 18027435

2. Health 18830 81 3414. 75 6189. 87 10164.70 16692000

3. Housing 5054.16 527080 7906.,20 10541.60 10541,60
Sub-total 10016.01 13666,88 22157,57 32761,48 45560495

4, A1l Welfare
Services as
1.2 times
sub~totgl 12019.21 16400,26 26589,08 32313.78 54673.14

5. 4s % of Dis-
Posable
Income at
market Drices 13.67 13,93 16,76 18.30 18468

Thus, our prijeciions {on the basis that all welfare services
expenditure equal 120 per cent of total expenditures on education,
health and housing) involve a rise in the share of social welfare
expenditures to disposable income from 13.67 to 18.68 per cent
with the greater part of this rise being complete by 1993-94.
4.9.3  Given this order of rise in social welfare expenses, the
attsinment of health and education personnel norms will be a
manégeable matter. Indeed most of the targets will be excecded
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substantially. Assuming that expenditure on personnel grows only
half as fagtas the sectorel expenditure tergets, almost all
personnel norms will be met by 1988~82 and so will be the " cover~
age" norms. Thus, dur primary needs perspectiVé is (a) mesting of
lower cstimste consumption needs by 1988-89 and fully meeting
primary consumption goods supply targets by 1998-99, (b) coverage
and personncl norms of educstional and health services fully by
1988-89 and gqualitative expenditure targets by 1998-99 and

(¢) coverage of 3/10 of the minimum houging programme by 1988-89
and of the rest 7/10 by 1998-994 This seems to be, prilia facie,
the best fhnt can belachieved by 1998=92,

4,9.4 Notice thrt the primary needs programme involves least
accelcration in the foodgrains seector, but considerably more in
non-foodgrains crovns (notice the rapid expansion in sugar§ gur,
tea, coffee, vonaspatli). Industriel wage goods output will have
to go up faster than agricultural output, which also means that
agricultural inputs to congsumption goods industries will have to
keep pace with the (agro~using) industrial consumption goods
sactors.

4,9.5 The social services (inclusive of housing) sector will
have to grow very rapidly and increase its share in disposable
income at market prices from 13.67 to 18,68 per cent. The
sector “qonstructions“ will also show rapid growth primarily on
account of the huge poor peopies' houging programue being super=-
imposed on the investment requirements for expsnsion in this

sector. Fortunately, this will be good also for. employment ginece
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(although requiring fairly high investments per unit of output
increment) most of this investment goes towards employment of
labouf- Constrﬁction matorisls, however, seem t0 be a likely
bottleneck uhless large=-scale saving of cement and steel is
possible in constructions sector.

4,10 Sectorsl Growth Patterns

By 1998-99, the per capita income will rise from its
197879 level of B, 1387.10 t0 nearly R. 3506.00, This rise of
152,76 per cent in per capita income will, of itself generate
' & number of alterations in the sectoral composition of outpute.
These changes are iﬁ the direction of (1) a drop in the share of
agriculture and primary production, (ii) s rise in the sharo of
manufacturing, services end bublic utilities. Positing an
“internationslly normsl" structure of 'production, sectorsl shares

in the Indizn economy in 1998~99 ghould be as follows?

%friculture 27«2 Par cent
cetricity, ete. 2.2 "
Transport Bel i
Indv gty 24,8
Construction 8.4 L
Services 3l.3 u

4.10,1 Howéver, the policy~framework of growth we have sdopted
will undoubtedly introduce certain changes in this sectora% dis-
tribution. First, the shares of both "construction® and ¥services®
will probably be higher, due to the high emphasis placed on hous=
ing, health and education., Sccondly, employment considerationsg
will also probably induce (ai a regtriction in the drop of the

share of sgriculture, (b) relatively grcater emphssis on small
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scale industry within the industrial sector and (c) further
strengthen the pro-service and pro-construction bias of the
sconomy., Thirdly, the relatively greater weight of services,
construction, smsll industry and sgriculture will probably
somewhat reduce the share of 'electricity' etec. and 'transport!
within the economy. Finally, our stress on egalitarian norms
will in all probability require a relatively higher share, both
of a agricultural food crops and consumer goods industries than
would otherwise have been the case, Incorporating these
considerations, we can construct a second trial sectoral share

(per cent) pattern of the following sort:

Agriculture 30,0
Services 33.0
Electricity, etc. 1.8
Industry 21.2 (small industry 7.07)
Construction 2,0
Transport 5.0

4,10,2 This, if feasible, would probably be ideal for our pur-
poses. However, calculationé of intersectoral increment balences,
show thot this pattern will still indicate relative shortage of
about 40% in electricity, 15% in trensrort and also about 10% in
construction. Since none of thesc sectors are capable of being
supplemented through imports, the trial balshce would have to be

altered. The final balence arrived at is as followingt

Agriculture 2845 Per cent
Construction D8 "
Industry 21,42 "
Transport 5.8 "
Services 333 "
Electricity etc. 2.0 n
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On the bagis of this "balanced structural pattern, the following
would be the over-all pattern of structural change between 1978-79

to 1998-99,

TABLE 4.13% gtructural Change in the Indian Economy between
1078-79 and 1998-99

Seétoral Outputs as Percentsge Share in GDP

Year 1978-79 1988-89 1998-99

1. Agriculture 48,15 42,00 28.50

2. Indugtry - 1749 19,00 21,20

3. Electricity etc. 0.04 1.00 2,00

-4, Construction 4,21 6.23 2.20
5. Transport 3.48 3,80 5.80

6. Services 25.73 2797 32.30

Source: For 1978-79, Fifth Five Yeer Plan, p.l7

Corresponding to this pattern of structural change, the following
will be the ohtput figures for ezch sector as shown in Table 4,14,

TABLE 4,.14: Sectoral-Outp_p During 1975=79 - 1998=99

(Rs, Millions at 1975-76 Prices)

Year . 1978-79 1088-89 "1998=09
1. Agriculture 371068 584073 730757
2e Manufactures 134769 264224 543581
3¢ Electricity, etc. 7244 13907 51281
4, Construction 32444 866637 235894
5. Transport 26819 62845 148715
6. Sérvices 'and Rest |

of Econonmy 198306 383874 853832
7. GDP 770650 1390560 2564060
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The percentage growth rates of the sectors over the 20 year
perspective ig? dgriculture: 96#93 per centj Man:ifactures: 303e¢34
per centj Electricity, etc.? 607,91 per centj; Construction 627.08
per cent, Services: 330.56 per centj; Transport: 454,51 per cent
snd GDP: 232.71 per cent. 4s far as the 10 year perspective is
concerned, the growth rates are! Agriculture: 57,403 Manufacturess
96,05 per centj Electricity, étc.= 91,98 per cents construction:
167.04 per cent; Transport: 97.04 per cent and Services: 96.09
per cent, GDP grows by 80.43 per cent,
4,10.3 There is no official 20-year growth perspective with
- which our 20-year perspective can be compared. There is, however,
a 10-year perspective upto the end of the Seventh Plan (1984-82),
In Tablc 4.15 below the two 10~year growth persdectives are

comparad,

TLBLE 4,15% 4 Comparison of Official and Peoples! Plan
orspectives during 1978-79 = 1988-39

i W —

Py WP Ty PP

Sector Officially Planned Peoplest! Plgn Projec-
Increase (%) ted Increase (%)
l, Agrlculture 48,16 57.40
2. Manifactures 104,00 96.05
3. Blectricity etc. 132402 21.98
4, Construction 109,84 167.04
5. Transport 76,71 97.94
6. Services 101,05 96,09
7« GDP 76.14 80.43

Source: Fifth Five Year Plan, p. 16 for official growth
Perspective,
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4.10.4 As compared to the official perspective, then, the
PeOplé's Plan perspective has a relative emphasis on (a) cons=
truction, (b) trangport and (c) agriculture and relatively lower
emphasis on ta)ﬁ"electricity, ebce', (b) “manufactures' and

(c) "serviceg®s The relative de=cmphasis on services seems sur=—
prising until we realise that there 1is a differencé in emphgsis
of within-serﬁice-sector elements. The share of “welfare services
including housing® in the Peoples! Plgn rises from 13.67 per cent
of disposable income to 16,76 per cent in the period 1978-79 to
1988-89. Cbrresponding figures for the Official Projection sre&
8,23 to 10,25. The higher share of "services" in the 0fficial
Projectioh reflects a change in the share of "trade', commerce
and administrative services' which rises from 17.50C per cent of
GDP to 19.50 per cent of GDP, In the case of the Peoples' Plan
the share of fhis'sector is initially lower at 15.66 per cent

of GDP and'declines further to 11.21 per cent-of GDP. By 1998-99
this sector absorbs only 14,62 per cent of GIDP, the slight rise
reflecting the inevitable intensification of trade and commerce
activity ih feépénse to faster growth beyond 1988+-8%2.

4.10.57 Within the man-facturing secctor aslso, the share of largo
industry rises only from 15.46 to 164,76 per cent upto 1983-89

and t0 17.50 by 1998-09., This is compensated by-a rise in tho
small industry share from 2.03 per cent to 3.24 Per cent of GDP
by 1988-89 and to 3.70 by 1998-99, Comparatively, the rise in
this sector is only to 2.24 per cent in 1988-89 according to
official ﬁlans.
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4,10,6 Thus, the relative "high' growth arees of the Peoples!
Plan sre (a) social services (b) egriculture, (c) small industry
and (d) housing sndj the relstive 'low' growth areas are

(2a) sdministrstion, trade and commerca, (b) large-scale industry.
The much grester emphasis on construction and transport are al-
ready evident., Due to this changed set of emphésis, the Peoplest®
Plan perspective performs slightly better in terms of aggregate
growth. It performs more impressively in terms of per capita
income, since its rate of targetted population growth, 15,67
per cent, is much lower than the officially planned rate of
growth which is 19,03 per cent over 1978-72 to 1988-89, Thus,
in the Official Plan per capita income rises by 47.98 per cent
while in Peoples! Plson it increases by 55.98 per cent.

4,11 Employment Perspectives

The real superiority of the Peoples'! Plan perspéctive
becomes evident only when we consider questions relating to
employment generation. The employment perspective of the Plan
is presented beloy*

4.1l.1 In working out employment perspectives the following
method hes been adopted. First, we have estimated ney job demand
in non-agricultural sectors by dividing the output increments by
C80 figures of jobs per R, 1 million of new output. The figures
have been appropriately modified for price changes betwéen
1967-68 (when the estimates were made) and 1978-79 as well as
Productivity changes as far as these could be ascertained, An
over=-all reduction of‘20 per cent has 21so been applied in order
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to take account of productivity increase between 1978-79 and

1998=-99,
TABLE 4,16% New Job Demands Crected During 1978-79 - 1998-99
Sectors Output Increments Now Jobs Per New Jobs
1978~79 to 1998-99 Rs,1 Million created in
(Bsemillions) of Additional the given
Small Industry Out put Sector, 1978-79
to 1298-99
(Millions)
Small -Industry 102203 174,172 17.80
Large Industry 306609 49,552 15,19
Electricity 44037 40,352 1.78
Transport 121896 80,332 9.79
Construction 2034590 127,220 25.88
Total 1793410 92,182 165,32

Source: Teble 4,14 and €SO Incremental Euployment
Output Relations, 1969,

4,11.2 Aé shown in Table 4.16 we see that 165.32.million new

jobs will be created over the next 20 years in the non=sgricultural
sectors,

4.,11.3 Next we estimate the populetion of working =2ge (15 to 64)
obtained according to the population projections in Teble 4.4.
Assuming a 95 per cent male participation and 45 per cent fewale
Participation rate in 1998+~99, ws havs the potential workforce

in 1998-99 gset at a figure of 288,29 million. Thus, the potential
workforce will rise from 199.21 million in 1978~79 to 288,29
million 2 rigse of 89,08 millions, This is the purely demographic

inérease in the number of jobs needed.
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4,11.4 Beyond this, a backlong of about 14 million of open

anemployed existing in 1978-79 is to be covered, so that Dy

1998-99 s total of 103,08 million new jobs are required in the

non-agricultural sectors, merely to' k

sep the situation as it ise

The net excess of jobs created over jobs required turns out to

be, ther<fore, 62.24 millions.

4,11.5 This is the number of people who will be moved out of

the agricultursl sector in 20 years, so that by l998f99, the

agricultural workforce will be 91,11 millions, as against 153.35

millions in 1978-79., At the same time, output in the agricultural

sector will risc from R 371068 milliong to B 730757 millions

involving an increase in per worker product in agriculture from

ks 2419,75 per year %o B 8020,60 per year. It is exbected that

this change will more than suffice %o eliminate underemployment

in the agricultural sectore.

TABLE 4,17 structural Change in Buployment Patterns between

N i T

- and 1998-99

Sactor Buployment (in millions)
1978-79 1298-99
Agriculture 153.35 °1.11
Manufactures 14.34 47,33
Scrvices 17.52 149,85
Unemployment 14.00 0,00
Potential Workforce 199,21 288,29

4.11.6 The data in Table 4,17 above indicate a sharp structural

change in employment patterns with the share of agriculture falling
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from 82,79 per cent t0 31.60 ver cent: the share of manufacturss
rising from 5.02 to 16.41 per cent and that of the tertiary
sector from 2,46 to 51.97 per cent. The associated sectoral
productivity changes are shown in Tsble 4.18 below?

TABLE 4,18 Productivity Changes between 1978=79 and 1998~99

Per Worker Ooutput Per Worker output % ihcrease

Sector 1978~79 (Rse PpPeEr 1998-929 (Rs, per in 20 years,
_Yyear). _Yyear).

Agriculture 2419,75 8020, 60 231.46

Manufactures 9398.11 11484,91 24420

Tertiary Sector 8401,43 8606,75 2e44

4,11,7 The extremely rapid per worker productivity increase
in agriéulture reflects the reduction of underemployment snd thoe
extremely slow.rise in tertiary sector productivity implies the
use of labour-intensive techniques in this sector.

4,12 SUMMARY

Lét us briefly summarise the difference between the
Official Plan and ths Peoples! Plan perspective. According to
theAPeoples' Plans-

First, the economy becomes rslatively less rapidly
industriglised while modernising faster in terms of social
services, public utilities, housing standards and agrarian
econolic conditions.

Secondly, industrialisation is relatively more smgll=
industry-oriented and consequently more cazpable of disperssl

and positive interaction with the rursl environment,
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Thirdly, there sre smell but digtinct gaibs in terms of
slower vopulation growth, faster economic growth end a faster

rise of per cepits incomes,

Fourthly, the State sector becomes inereasingly involved
with provision of services snd public utilities and has relative=
1y less to do with industrial growth.

Fifthly, trensport snd construction receive great
emphasig, while the emphasis on power gencration is reduced,

Sixthly, the process of growth becoues somewhat more
consumption=-oriented and somewhat less capital-accummulation=
oriented. The major gains in consumption are, however,.in terns
of basic necessities and sociel welfare services.

Finally, because of the labour intensive nature of the
growth process, generation of more employment opportunities is
rendered possible, when compared to the official variant.

Each of these features testify to the better balance
between growth and social justice requirements in the Peoples
Plan perspective.
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CH4PTER V
A TEN-YEAR PLAN FOR PEOPLE'S PROSPERITY

It will be our task now to translate the twenty year development
perspective presented in Chapter IV (1978-79 = 1988-89) into a
Ten Year Plan of économic advancerent (1978~79 - 1988-89). The

method adopted for this purpose may be briefly described as

f0110wsr-

51 The Methodology

(i) Assuming the aggregate growth perspective to be
attainable (and we have already seen (Chapter IV)
that aggregate resources of the economy permlt the
attainment of this growth perspective) we shall
consider the prospects for re¢source-mobilisation
for public outlays.

(1i) The upper-limit of aggregste public outlay being
the established, we next calculate the need for
public outlays ﬁithin this constraint. Sectorwlise
amounts of total investment are, first, divided
between resources which would be mobilised within
each sector and, second, resources needed to be
transferred to that seetor, 4dding such transfer
nceeds together for the economy as a whole (ex=
cluding the 'adminigtration' sector) we get the
amount of resources government needs to mobilise
to mgke possible the planned programme of sectoral
investments. The total for public invegtuments as
g whole is this sum plus the 'own finances! raised

by government entcecrprises in each sector.
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(iii) Total bublic.outlays are calculated by adding the
necessary amounts of public non-investment develop-=

mental outlays in each sector. The upper constraint
on suchl outlays is thet they should not together
exceed the difference between total public resource~<
raising and total public investment outlays.

(iv) Finally the total pubiic outlays is divided among
tprogramme sectors! of the Plan, These sectors are
different from investment sectors and include both
consamption and investment components.2

(v) The 'impact' of the Plan is studied along the
following dimensions: (sz) the sectoral growth pattern
is worked out in greater detail and growth targets
of a numbar of critical subsectors are indicated3j
(b) employment generation figures for all major
sectors are, thus, computed based on sectoral

increments. The excess of the lszbour force incremant

3e

Non=investment outlays.

Unless outlays by 'programmec sectors' as well as by
'investment sectors' are availsble, the true nature
of the Plan remains critically vague. Such a presen-
tation is, however, missing in thc official plans,

And compared with end-Seventh Five Year Plan
Projections.
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(vi)

over employment generstion (in non-agricultdral :
sector) is treated as the net increase of work

force in the agricultursl sector?; (e¢) the employ~-
ment pattern is then trezated with the output pattern
(both for beginning and end-plan years) and the rise
in per worker productivity in agriculture is treated
as a 'proxy variable' for reduction in agricultural
under-employmentj and (d) finally, the per capita
income growth increase and its relationship with
sectoral per worker productivity pattern is examined.
The final step is to derive the Plan's implication
on the poverty situation. Unfortunately, the
pauclity of relevant data concerning poverty, rules
out direct comparison mesthods and results, Using

a set of 'proxy variables', however a clear picture
is built up concerning the improvement in the
standard of living for the bottom 40 per cent of

the population,

We recognise that (due to non-availability of a great

deal of necessary data and to limitetions of computational
facilities) for a non-official group as ours the detailing of the
Plan is much less complete than we would have liked, In parti=-
cular, our efforts were constrained by the lack of relisble data

on sectoral 'own funds! generatioﬂ; normal !'full=-employment!

4, Although not as satisfying as a direct estimate,
paucity of data permits nothing else,
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productivity levels of agricultursl snd service sector workersj
sectoral distribution of workforee comparable with 'investment
sectors'; the sectorsl distribution of 'unskilled manual workers'
and; separate fertility and mortelity data for below~poverty-
line populations®. Till such time as this data-base is generated
many of the most striking advantages of the People's Plan growth
strategy can be inferred but cannoct be demonstrated.

5.2 Regource Raiging Potentials

Table 5,1 below indicates the potentials for total

resource-ralsing by the government.

5. Rather than pressing untestable claimg for the merits of
People's Plan deyelopment strategy, we have been content
to use proxy variables which indubitably understate real

gains, The problem is thot we cannot be sy
degree of understatement. re as to the
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TABLE 5,1 $. RESOURCE MOBILISATION LIMITS DURING TEN-YELR PLAN
PERIOD 11978-7§ = 1083-83)
 (minimum estilates)

l. Gross Domestic Product (Plan #&nnual Average) Rs '1035198 millions
2+ Gross National Product (Plan d4nnual &verage) B 1181368 millions
3. Ratio of Direct Taxes to GNP in 1978-79 3.42 per cent
4, Direct Taxes (Plan innual &Vérage) Bs 40402.79 millions
5., TOTA4AL DIRECT T4LXES Rs 404028 millions
6s Ratio of Indirect Taxes to GNP in 1978~79 13,32 per cent
7. Indirect Taxes (Plan ann 1al 4iverage) Rs 157358.21 millions
8, TOTAL INDIRECT TLXES Rs 1573582410 "
9., TOTLL T4X REVEN JES (5 + 8) Rs 1977610 n
10, Savings by State Enterprises as a ratio

to GNP 1973-792 4,26 per cent
11, Planned rise during Peoplets Plan 20 per cent
12. Raté of State Enterprise Savings 5.11 per cent

13. Government Enterpfise Savings(Plan ‘annual
&verage) Rs 60391,53 millions

14, ESTIMALTED TOTLL SURPLUS OF GOVERNMENT
' ENTERPRISES Bs 60391532 "

15, Foreign capital inflows (Plan 4nnual Aiverage) Rs 12547.11 v

16. ESTIMATED TOTAL FOREIGN CAPITLL INFLOWS B 125471.10 "
17. TOTAL MOBILISABLE RESOURCES WITHOUT DOMESTIC

© BORROWINGS (5)+4(8)+(14)+(16) Rs 2163472¢4 W
18, Net borrowings, maximum - 30 per cent of

(17) above,

19. M4XIMUM PUBLIC OUTLAYS WITHOUT DEFICIT
FIN,NCE Bs 2812514 millions.

Note: The above 'minimum' estimgtes have been gencrated by assuming
' (1) that rates of direct and indirect taxes will not risu above
the rates they are planned to reach(according to official plans)
by 1978-72§ (2) that the proportion of surpluses of public enter=
Priseg to Grogs National Product will rise to 20 per cent above
1ts level in 1978-79; (3) that foreign capital inflows will be
‘as shown in the macro-economic balance (Chapter Four:Table 4,2)
and (4) that domestic borrowings will be limited to not more
than 30 per cent of the total resources raised by the first &hrce
methods. These assumptions guarantee that the resource-raising
Visualised can actuslly take place. These are, thus, tho minimum
estimates of the maximum resources that msy be raised by the
government, without resorting to deficit financing. 06490
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5.2.1 In order to obtain the maximum limit of all public
developuent outlays (investment and non-investment), we have e
deduct from this sum the total jequired for administration. By
looking shead to Table 5.2, the aversge yearly expenditure on
Administration' is R 94359.24 millions, giving a plan total

Rs 943592.,4 millions aﬁ GDP level and of Rs 1076827.6 millions.
Dedﬁcting this from total resources, the development resource

1imit is (as a2 minimum) Rs, 1735686 millioné.

5.2.2 It will be noted that this ggsumes that the rise in

the 'adminigtration' sector can be held back to 5 per cent per
annum over the ten year plan period, This would not appear a

very difficult task, except for the fact that in the past, the
"sdministration' sector hess been growing at s rate faster than

the rate of growth in ﬁational income, We, on the other hand,
requlre it to grow slower. This is a policy-decision and is
desirable Independently of the necds of resource.ﬁobilisation.

The desirabllity relates to the movement towards a more ‘indicatiVe'
and 'direct=-controls-avoiding' implementation of development policy.

Tﬂe fact thet the 'sdministrstive economy' offers a resource~

bonus is an independent sdvantage,

530 Public Investments

Let us first deduct from each sector's total necessary
invgstments; the estimated private investments and self~finaneed
investments of publiec enterpriscs. The remainder is the necessary
Quantum of investment 'trensfers! through public iﬁvestments. It
1s to be noted that although derived as residual at this stage,
these transfers are part of a wider bélancing exercige, ‘Thus, the

whole macro-economic picturé necds to be kept in mind.
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T.BLE 5.2 ¢

=9l -

INVESTMENTS .4iND TR.NSFERS DURING TEN YER

“FLaN PERIOD (in Rs, millions £t 1975-76

T prices) -

Sector output Capitalb Necegsary PriVated Govt, self o Transfers
Increments Output Investments Invest- Invest~ Financed~ (Govt,only;
Ratios ments ments Invest=
o ments
agriculture 213005 3.22 685764 274306 411458 329 411129
Small Industry ~9336 3.25 95583 33454 62129 311 61818
Large Industry 1000492 5,08 509020 274870 234150 187320 46830
Electricity 6663°¢ 4,21 28051 51 28000 7000 21000
Transport 26026 4,21 83543 44790 38753 27127 11626
Construction 54193 4460 249288 108963 140325 49114 91211
Services 152046 1,93 203475 117390 176085 96629 179456
SUB TOT.. 581388 3.34 1944724 853824 1090900 367830 723070
Ldministretion 38522 3,27 125775 0 125775  (723374)%  (~597599)
(827980)8  (-702205)
External Sectort - - - - - - (-125471;
(~ 20865

ECONOMIC B.L.NCE 619910 3.34 2070944 853824 1216675 - 0

-

ﬁote: a) Includegf'mining. b) €80 esfﬁmates except for 'administration'! and 'small industry!
vhich are derived as 'residuals!, c¢) Power generation only, d) Private investments, see
text, e) Sclf financed investments, see text. f) Externsl Funds inflow, see table 5.1,

g) allocetions before considering public

atter censidering other ocutlays,

~outlays other than investment. h) allocations
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5,3.1 The logic underlying the plrn investment prttern is

exnlrined belowi~

1.

2e

Se

4.

5.3.2
has already

the nrocoss

Agriculture is »n ~ctivibty best developed under
privrte initirtive. However, it will reguire massive
investment support, Simil-r is the situstion for
small industry. Thus, these two sectoﬁs show relative-~
ly high rnrtios of privete and government (transfer)
investments,

Lorge indistry is a sector where both private and
public sector investments should evently collaborates
However, since we do not plan ﬁoo-fast an increment
of this sector, the degree of 'btransfer' is low.
Electricity is a secﬁor in which there is little
private investmént pogsibility. Self-generated
government investments are also likely to be in~
sufficient. This calls for s high rate of transfer,
The construction and services (less‘édministration)
secbors display fairly equal participetion by privete
and public investment. But, due to-high planned
rates of growth in both sectors considersble transfer

is required.

The logic behind the aggregete growth pattern posgited

been sufficiently discussed in Chapter IV, Considering

of investment-financing, we note that ovut of 2 total

investment outley of B 1944724 millions (less administrative

investments), the private sector contributes B 853424 miilions and
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the public- sector raises Rs.1090200 millions of which R 367830
~millions is financed from enterprise éurplusess Rs 597599 millions
out of budgstary surpluses endj B 125471 millions out of external
funds. Comlparing this figure of & 1090900 millions of investment
outleys with the figure of Bs 1735686 millions of total permissible
public outlays of both investment and non-investment types, we
see that total non-investment outlays can be R 644786 millions.
In order that external dependéhce may be reduced, we have decided
to cut this outlay down to B 5400@0millions. This allows

Rs 827980 millions to be financed out of budgetary surpluses and
reduces the degree of extarngl finsncing of total ihvestments

to Rs 20865 millions or approximately 1 per cent of total invesc—
ment outlays at the cost of reducing non-investment development
cutlays by B 104786 millions (1645 per cent),

5344 ~ We have, therefore, -a total plan outlay of R 1630900
millions of which B 1090900 is investment and Bs 540000 millions
ié non-investment development outlay., We have now to consider ¢ha
distribution of these outlays among sectors. By inyestment
sectors, the allocation of_goggrnment-investment is already given,
We first reallocate these intg plen-progremme sectors. Then we
distribute the non-investméntjoutlays by programme sectors,

Adding up the two, programmé'wise plan allocations are obtained,

This has been done in Table 5,3 below,
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TALBLE 5,3 ¢

PROGRAMMEWISE ALLOCATIONS OF OUTLAYS DURING

THE PERIOD 1978=79 = 1988~89 (Hs,
Millions 2t 1975-76 Prices)
52 Inve;:;ant Non= Total Percent
Sectors Invest- Share
o ment : o
Aggggg%gure end Allied 220202 29050 24962 15,28
Irrigation and Flood o e
Con%rol 191256 24240 216196 13,26
Power and Enecrgy 100800% 26500 134500 8.26
Industry and Mining 216279 31690 1479692 15,20
. Smgll Induystry 62129 8100 70229 4,31
Large Industry 154150 23590 177740 10,89
Transport/Communicetion 78753 22547 101300  6.21
Housing/Community Focility otc.120325¢ 136595 256920 15,75
Education 46085 75200 121985 7.47
Health/Nutrition/Family
Planning ete, 10200 180768 282786 17.33
Rcst of Plan 8000 12000 20000 1.23
1090200 540000 1630900 100,00

8¢ DOes not include distribution

costs. Includes

“energy sector® investment in large industry

(coal, petroleum ctce)e

be Includes R 40000 million investment on commynic
does not include intra-urban trensport.,

ations,

ce Includes power distribution and intra-urban trangport,

54345
cations we see that our plan lays greater

turae, (b) irrigation and flood control,

facilities, etc., (d) education and (e) health,

By comparing these allocations with the Fifth Plan agllo-
emphasis on (a) agriecyl-
(c) housing, community

nutrition and family
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pianning. Sharp reduction occurs in (f) industry (lerge),

(g) transport/communicstions and (h) power snd energy. Some of
the apparent reduction is, howev:ir, an illusion crested by non-
conformity in sector definitions. In Table 5.4 these compasrative
data are pr-sented with appropriate changes in order to secure

full comvarsbility.
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TABLE 5.4 ! COMPARISON OF PROPLE'S PLAN AND FIFTH PLAN PROGRAMME OUTLAY RATIOS
Sectors Percentage 4llocations
People's Plan- T Official Fifth Plan
1. Agrlculture and Allied Sectors 15,28 11.82
2. Irrigation and Flood Control 13.26 8.76
3. Power (with distribution cost added) 10,26 18456
4, Industry and Mining 15.20 25.96
5. Transport/Communication
(intra=urban transport added) 14,21 17.51
6, Ecucestion 7.47 3. 27
7« Social and Community Services’ 23,08 12,13
8. Rest of the Plan 1.23 1.99
EO0.00 IO0.00

i e

Source ! Fifth Five Year Plzn, p.52

l. 4s ver Officiel Sector Definitions,
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It is clear from Table 5.4 that we' slan to raise the share of
agriculture in »lan sllocations from 11,82 to 15.28 per cent;

the share of irrigation and flood control from 8,76 to 13.26 per
cent; of education from 3.27 to 7.47 puvr cent; and of social

and community services from 12,13 to 23.08 per cent. As against
this, the share of industry is reduced sharply from 25.96 to 15.<0
per cent and of power and energy from 18.56 to 10.266 per cent.
The share of transport snd communication also drops, but less
sharplb, from 17,51 to 14.21 per cent. In other words, from an
industry-power-transport-oriented plan of the official type, we
have shifted to an agriculture-educébion'social services~orientad
plan, We have.also placed stress on housing, community facilitiss
and area planning on the one hand end on health~nutrition-family
planning on the other.

5.4 Growth and Employment Generstion

The above mentioned shifts in the investment pattern
are primarily inténded to generate a greater volume of emplof;
ment per unit of additional income generated. In particular we
are intercested in generating a much faster increasse in employ-

ment opportunities for unskilled labour (both urban and rural)

6« This sharp fall in the share of power sector apparently
seem to be rather difficult in view of the energy short-
age pPrevailed during the seventies. However, the severe
under utilizstion of installed capacity in this sector,
of fers a satisfactory cushion in allocating resources in
the Peoples Plan. The nature of cconomic development
contemplasted by the Peoples Plan is relatively less energy
intensive which is an additionsl factor in favour of s
lower share for the sector.
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so that employment generation msy have the easing impact on

the poverty situation.

5.4.1  1In order to analyse the employment impact of the Plan,
we have converted sectoral output increments into figures for
new job generation in each sector. The figures of new jobs per
Rse 1 million of new output are official 1967-68 figures,
appropriately modified for the price-change factor, The incre-
mental labour-output ratios involved take in to account also

of a 20 per cent lncrease over the decade 1in average labour
productivity.

5.4,2 Our calculations presented in Tables 5.5, 5.6(a) and
5.6(b) respectively show the following results, The quantum of
new jobs crested (according to the People'é Plan pattern) ié
46,943 millions over the decade in the non-agricultural sectbrs.
Applying parallel methods of snalysis to the officially-planned
growth vattern, new job generstion in non-agricultural sectors
drops to 43,357 millions. In the same period, the labour force
(calculated on population basgis) rises from 199,21 millions to
244.81 millions, registering a rise of 45,60 millions. Thus,
while the People's Plan allows for net absorption of 1,34 millions
into the non-ggricultural sector, reclieving the under-employment
pressure in agriculture, the officlal variant leads to net sur-
blus of job-seekers over jobs in ths non-agricultural sector of
224 millions, who must be absorbed into agriculture, increassing

the pressure of under-employment and unemployment,
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S5ede3 As far as unskilled labour is concerned, we see that the
growth pattern of the People's Plan helps in three ways. First,
the increment of unskilled labour in the People's Plan 1ls small.or
by 3.13 million due to the expanded skill-building and educational
programiliess Secondly, the direct generation of unskilled labour
demand through People's Plan (40,787 millions) is 3.039 millions
higher than that of official Plan (37.738 millions). Finally,
the People's Plan includes (over and above natural employment
increments to.be expected through growth), much larger programm.s
of direct supplementary employment crzation. 4s we shall see,
these programmes, which are mainly such as are connected with

(a) public works programmes in
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JOB DEMAND AND EMPLOYMENT GENERATION (Qutgide Agriculture)

T4BLE 5.5
PEOPLE'S PLAN
SECTORS putput New Jobs Employ=- Rstio Job Demgnd
Increments Per Rupees ment of un-= in unskilled
in B, M1, 1l million eneration skilled 1abour
of New Millions) Jobs to {Millions)
_ out put All Jobg
1. INDISTRY
a) SMALL INDUSTRY 29336 174,172 5,110 0,85 4,344
b) LARGE INDUSTRY 100049 49,552 4,957 0,66 3.272
&, ELECTRICITY 6663 40,352 0.268 0469 0.185
3. TRANSPORT 26026 80,332 2,091 0,72 1.506
4, CONSTRUCTION 54193 127,220 6,894 0,88 6,067
5. SERVICES 190568 144,955 27.623 0,92 25.413
= TOTAL 45,943 TOTab, 40,787
+ Special Bmployment + Special Em-
ProgramHIe *"88 ges 5,000 ployment
progiraines 5,000
51,943 25,787
UNSKILL ED
- LABOUR SUPPLY LABOUR SUPPLY
INCREASE eev sos 45, 600 INCRELSE - 20,240
EMPL OYMENT G4IN 6.343  GLIN + 25547
. Without Special
Without Special BEnployment
PI'Ogl‘amme YT X _5. 000 Progremme = 5,000
T.343 20,547
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TALBLE 5,6(a) EOB DEMAND AND EMPLOYMENT GENERQEION (Outside asgriculture)
OFFICIALL out put New Jobs . New Jobs Unskill ed Unskilled
PERSPECTIVE Increses ‘Per Rs. 1 Generated Total Labour labour Demand
in Bs, Million (Milliong) Ratio Generated
millions of output (Millions)
- ' ___Increases e
SECTORS
1. INDIJSTRY 134705 55.672 7499 0.72 5.399
2« BELECTRICITY 8053 40,352 0.324% 0469 0.223
3« TRLNSPORT 22341 80,332 1,724 0.72 1,292
4, CONSTRUCTION 42585 127,220 5,418 0,88 4,768
5. SERVICES 195388 144,955 284322 0,92 26,056
+ Special Bumployment 43,357 37.738
Programme 44 0,800 + 3pecial Employment
Progreciwes ses 0,800
Total New Jobs 44,157 Totel New Jobs 38,538
- Labour Force ~Unskilled Labour
Increment ¢ee 45,600 supply Increment 23,370
NET GAIN e - 1,443 GaIN  eee 15,168
Without Sp:zeial - 0,800 Without Special - 0,800
Bnployment Employnmznt

Progrzmmes 2.243 Programmes 14,288




TABLE 5.6 (b)
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COMPARISON OF OFFICILAL AND PHOPLE'S. PLAN EMPLOYMENT PERSPECTIVE

TCTAL NEW LABOUR DEMANDS GENER4TED
IN NON<AGRICULTURAL SECTORS (Millions)

GROWTH IN LABOUR SUPPLIES
NET ABSORPTION BY NON~AGRICULTURLL SECTOR
SPECTIAL EMPLOYMENT PROGRAMME

CH.NGE IN AGRICULTURALL LiBOUR FORCE

INCRE;SE IN 4GRICULTURLL OUTPUT-
(R, Millions)

+ .

=

"

-

PEOPLE'S OFFICIAL
__PLAN PLANS
46,94 43,36
45,60 45,60
1li34 - 2.4
5400 + 0,80
- Net gain in
634 ~ l.44 Employment
6.34 -+ 1,44 » 7,78 Millions
213005 204000
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Tagriculture' znd 'flood contpol/irrigation', supplenented by
projects in 'housing ond community fecilities' snd (b) the much
greater use of 'unskilled snd semi-skilled' persons in the social
service sector, are expected to total 5 million additional jobs

2 year by 1988-89. With the most liberasl extensions of official
'employment creation' programmes we cannot imzgine their leading
to more than 0,8 million additional jobs by 1988-89, Thus, there
is 2 net gain of (3.13 * 3.039 r 4,20) = 10,37 million jobs in
‘the Peonle's Plan as far as unskilled labour demand is colcerned,
4Adding in the !'speclal programmes', the net gain in terms of all
jobs becomes (6,34 # 1.44) = 7,78 millions. The smaller net gain
in terms of totsl jobs shows that while it is possible(by policy)

to affect the number of unskilled labourers being added to the

economy over the next ten years, the total labour force increment
is-alréady determined by previous population growth and cannot be
affected by policy. The effect on employment of population policy
takes 17 to 20 years to become sven marginally visible,

5;4.4 VWhile differentials in population growth do not affect
short run ;abour-suﬁﬁly pictures, they do affect the welfare of
workers by reducing the dependency rates, In the Peopleds Plan, we
have an increﬁenfof (733.5 = 634,0) T 99.5 millions in population
comnéred‘to a (754.7 - 634.0) = 120.,7 milliong in the official
variant. Thus, ﬁhile in the official plans 120.7 millions of nuw
déoendents will have to be supported by 44.46 millions of new jobs,
in the People's Plan 99.5 millioné of new dependents will have to
be supportéd'by 52,05 millions of new jobs, The dependents to ncw

jdbs ratio improves thus from Z.67:1 to about 1,81:1l.
000104
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S5e¢445 vie now bring the agriculturel sector into the picture,
Little relinble data exists here concerning incremental labour-
outnut relationships. The high figure of 232.59 new workers pPer
B¢ 1 million of new output is vitisted by the known facﬁ of in=-
creéasing oressure of underemployment. We note, however, that
under the official plans, there occurs a net increase of 1l.24
million workers in this sector, couplad with aﬁ output-increase
of 48,16 per cent in output, Under the People's Plan, however,
there 1s o net decrease of 6.34 million workers coupled with an
output increase of 54.70 per cent. Thug, fhe gain in gverage
product ivity of the agricultural workforce increases more rapidly
under the People's Plan than under the offiecial plans.

5.5 Growth snd _People's Prosperity

In aggregative t-rms, the People's Plan expects to achiave
a rise in GDP by 80,04 per cent over ten years. 4s populstion
rises during the same period by about 15.85 per cent, a rise in
per caepita GDP of 55,41 per cent is anticipated. This will take
per caplita income from R 1387.13 to R 2198,86 in 1975-76 prices,
Assuming that the share of the bottom 4 deciles should be raised
from 15 to 18 per cent of national income; as a result of the
“anti-poverty measures! undertaken, the per head income of the
poverty group should rise from R 520,17 to B 962.48 in ten yesrs
with a percentage rise of 100,62, However, let us note that
there will be four factors opersting co raisc the share of the
poor in per capita nationsl income, First there will be a rise
of around 45,787 millions in the demsnd for unskilled labour,
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Allowing a per worker wage of sround R 3000/- yearly, this

brings extra incomeé directly of B, 137361 millions. Swcondly,

the magsive outlays on education, health and housing should
together contribute another R, 9306,94 millions, even if only

50% of the increased outlays comme as net benefits to ths poor.
Thirdly, the direct and indirect impascts of the primary needs
{consumption) progrsmme should add to the welfare standards of

the poor. Finslly, the pattern of growth itself will provide a
certain bias in favour both of earnings by the poor snd relativcily
low onrices for basic necessities.

5;5Q1 Taking only the quantitative increase, the poorest 40 p:r
cent's income will rise by R, 146667 millions which will be about
8 111.18 per cent rise in this group's income, The totzl in
1988-89 of the incomes of thc bottom 40 per cent will rise to

Bsq 278583 millions yiclding a per capita income figure of R, 949,50
in 1988-89, This leaves a gap of rup.es 12,98 (Para 5.5) which
can easily be met by factors three and four mentioned above.
Calculating like-wise for the offieial plan variant, we colie up
with g per capiﬁa income for the poor group of only R, 785.45.
Thus, there is a gain in the People's Plan of over R, 164 per hwsad
in the finel avéfége annual income of the bottom 40 per cent of
the pobulation.

5.6 Seetoral Growth

The new pattern of growth visuslised hag, in turn,
implicationg éoncerning the growth rates of subsectors within
the over=-all growth. These ar- sleboreted in Table 5.7 below,
00106
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TABLE 5.7

TEN YEAR PLAN (OUTPUTS AND GROWTH RATES)

(Figures in R, Millions 5% 1975-76 Prices)

et ey

Sectors 1978~79 1988-89 Increase (%2
T TTT M g AT
b A RCotRg S 4D 4RLIED 371068 685764 57,40
a. Foodgrains 85C58 102965 15.58
b. Other Food Crops 59371 97712 64,57
¢e Nonfood Field Crops 74214 121075 63.14
d. Plantstion Products,etc, 66792 116815 74.89
@s 4nimgl Hugbandry, ete. 44528 82869 86,10
f. Forestry and others 37107 62668 68,88
2+ INDUSTRY AND MINING 134769 264224 96,05
3+ Small Industry 15648 45054 187.92
bs Organlsed Industry* 119121 219170 83.99
1. Wage Goods 26207 51216 95.42
2+ Other Consumption 21442 29445 37.32
3. Intermedisteg* 39310 78337 99,28
4, Capltal Goods 32162 60172 . 87.09
3e ELECTRICITY, EIC, 7244 13907 91.97
4., TRANSPORT 26819 52845 97.04
Se CONSTRUGCT IONsk* 32444 86637 167,04
6. SERVICES 198306 388874 98,09
2. Administration 77044 115566 50,00
b. Trade, Commerce, etc. 81304 146488 80.04
Cs Soclal Servicesk« 39898 126820 217.86
7« GDP at Factor Cost 770650 1320560 | 80.04

. * Including mining

¥+ Including relevant Parts of thousing',
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Tt is useful to note thst ¢

1.

Ze

3e

4.

In terms of 'increments'!, maximum growth takes place
in 'agriculture', 's<rvices', 'industry' and
construction' with increases of R, 213005 miliions,
B, 190568 millions, ks, 129455 millions and Rs.54193
millions respectively, Inevitably these sectors olso

absorb the largest parts of investment outlays,

B, 685764 millions, R, 419250 millions, Rs. 604603

millions and FRs. ‘249288 millions respectively, as in
Table 5.1.
In tcrms of 'relative incresses! (percentage growth

rétes) the fastest growth takes place in 1. Socisl

‘Services (217,86%), ii. Susll Industry (187,92%),

1ii. Construction (167,04%)5 iv. Intermediate Goods
including Mining (99.28%) and v. (organised industry)
Wage Goods (95.42%).

Sectors whose rates of growth turn out to be high,
even after being restricied as far as possible .by
policy, are (i) electricity etec, (91.97%), (ii)capital
goods (87.,09%) and (iii) trade and commerce (80,04%).

These are illustrations of compulsiéns form sectoral

balance considerstions,
Sectors whose rates of growth are successfully re-
duced by policy choice are (1) administration (50,00%)

and (ii) non-basic consrmption goods (37.32%).
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A sector whose low rate of growth requires explana=
fioﬁ is f'foodgrains'e. Since no more growth than this
iéﬂpgquired to méet orimsry neeag minima, resources
released here have been used to accelerate growth in
other..sectors of agriculture. The emphasis has been on
animal-husbandfy (favourable expected demand shift/
balanced ecology considerations), other food cTroPs
(demand shift-qrop-cycle-balance cdnsiderations),
plantation orodiects (deuwand shift/exports consi-
derstions) and forestry (ecology/long-range develop=-
ment considerations). The relatively low rate of
growth of the agricultural sector (57.40 per cenﬁ)
is a reflectién.of its large size and not of policy
de-emphasis. Indeed, our_emphasis_on agriculture is
revealed by the fact that this secltor as a whole
absorbs -33.12° per cent of investment and yields
34,36 per cent of output increases over the Plgn,.
As a consequence of this pattern, the economy
experiences (a) a rapid structural shift within
agriculture in favour of non-foodgrains sectors,
(b) a structural shift within industry in favour of
small industries snd basic wags goods, (c) a
structural shifts at the economy level in favour of
social services and construction, (d) also a shiff
favourable for transport, electricity etcy, and the
industry, but these shifts are reduced to levels
below than what they might have been otherwise., The
200109
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The share of capital goods industries and inter-

mediate goods rises, but once agaln the rate of

shift is checked as a result ofpolicy., Finally,

the plan creates s final pattern in which agricul-

ture, social services, smell industries, wage goods

and non=food grains sgriculture have much greater

prominence than what official perspectives visualises
54642 It is élear from Tables 5.4, 5.5, 5.6(a), 5.6(b) and
574 thét the People's Plan as a whole is a consistent applicotion
of a different logic. While this logic follows broadly the pati.rns
.1aid doyn in Chapter Two, a number of details become evident only
at this stage.

5.7 Phesing of Priorities Within the Ten-Year Plan

Within the above-specified over=-all structure of the
10-year plan, there has to be significant veristions in the pattern
ofﬁallocetions over time, The reason behind this is that (in any
Process of shift from one strategy of growth to another) there
muét bé an intervening 'transition phese! in which the imbalsnces
of the previous strategy are corrected. Only after this phase,
can growth along the new strategy begin in earnest. We have,
therefore, visualised a2 3-year 'transition phase plan' covering
the first three years (1978-79 = 1980-81) of the ten-year plan
outlined sbove, The main priorities in this phase can be spelt
out és followss

| (1) 4s far as hesvy industrics and costly infrastructure
afe concerned, themain emohagis should be in completing
outstahding crojects and bringing installed capacitics

to full utilisation.
eeell0
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(11) 4s for the agricultural sector, the emphasis will
be on rapidly extending the jrrigation/drainage base of
sgriculture through minor irrigation and rural public
works. Pfepafatory work for rapid expsnsion of mixed
farming and non-food agriculturél activities would also
start in this neriod, salthough significant output
increments will come only with a lag.

(111) In wage-goods industries, both significant new
investments as well as efforts towards better atili=
sation of installed capscities will have to be emphasied.

.Particular attention will have to be paid (in this
phase) to the rehabilitation of sick industries so that

' this phenomenon is brought -under effective control
within 3 years.

(iv) In the education sector, the adult-Literacy=-cum-
primary educagtion programme will have to be‘brought into
full operation as soon ss possible. The programmes for
vocationalisprtion of secondary schools, extension of
middle~level technical/scientific/medical education

and workers' education will have to be expanded some
what slower and will come into full operation only after
this phase, |

(v) A4s far as health and fsmily planning programues are
concerned an intensive propaganda=-cum-action drive will
have to be mounted for (a) family planniﬁg, (b) community
education in health and nutrition and (c) immunisation
and preventivé medicine, The base must also be built for

oealll
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creating a cadre of paramedical and middle-level medical
practitioners, as well as for-reorganisation of meuical
services on a rational area~hierarchy basis.
(vi) In the housing sector, the transitional phase will
be primarily concerned with (a) slum improvement and
(b) rural housing for the poor. Expensive townsplanning
operations should (as far as possible) be deferred.
(vii) Reorganisation and retionalisation of the system
of distribution in essentisl commodities will have to
be implemented a2s an urgent priority.
(viii) As far as employment policy is concerned, the
trangitional phase will place emphasis upon (a) increase
of agrarian/rural employment demand through the raising
of crop~intensity and (b) utilisation of surplus labour
through public works schemese The upsurge of small
industry and service sector employment opportunities will
come only latef, when the preparatory reform and re-
organisation of the extension-credit-marketing set up
has progressed sufficiently, The creation of the
institutional basis for small industry development,
“therefore, will be a strongly marked priority in.the
transitionzl phssea.
5.7.1 It will be noticed that (in the transitional phase)
considerable resources will have to be devoted to (i) preparing
for the transition in agriculture to the mixed-farming pattern,
(ii) reforming the edacation and health services base and
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(1ii) estezblishing the extension-credit-marketing set-up for

small industry development. To none of these will there be‘an
i.mediate output péy offe Similarly, the resources devoted to
rural nublic works snd subsidiary employment crestion will also
tend (in the short run) to increase purchssing power without
bringing proportionate output increases. Thus, in the transi-
tional phase, 2 degree of inflationary pressure;will tend to

emerge unless corrective measurcs are taken.

5.7.2 - By way of corrective measures,.however, we do not
necegssarily refer to either hesvier taxation or more stringent
commodity rotioning. Rather, we would like (as far as possible)

to avoid such ﬁethods for inflation-guppression. Our stress

will be placed on (1) improved utilisation.of installed capacities,
(11) qompletion of outstanding unfinished projgcﬁs, (iii) selective
import liberalisation, (iv) rapid cxtension of irrigation and
modern input supplies to agriculture snd (v) the deferment (as

far as possible) of long-gestation industrial and- infrastructural
investments, 4 slight 'go-slow' will also have to be imposed on
housing ond urban plahning projects in view of resource limitationse
5473 Keeping the above transition strategy in mind, the
investment pattern for the 3-year trensition phase can be spelt

out as indicated below?
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TABLE 5.8°¢ GROWTH IN THE TRANSITIONAL PHASE (in Rs.Million)

ééctor output Output Increment  Investment
1978=79 1981 -82

T dy ted

Agriculture and ' '
Allied Sectors 371068 434970 63202 205629

Industry and Mining 134769 160646 R5877 120900
Electricity ete, 7244 8577 1333 5610
Transport 26819 32014 5205 16709
Housing/Construction 32444 43282 10839 49858
Services 198306 259124 60818 117390
Total 770650 936614 167964 516096

5.7+4 Thus, while out of s totel increment in gross domestic
product of Rs. 619910 million over the 10-year period, K. 167964
millions are accounted for in the transitions phase (27,09%)3
investments worth ks, 516096 millions (24,92%) are accounted for
out of 2 ten-year total of R, 2070944 millions.

S5.7.5 The investment allocgtion for the thres year plan
(1978-79 ~ 1980-81) ha%e thus been attempted with a view to ensure
a smooth tfahsition from a heavy industry-capital goous oriented
Fifth Five Yesr Plan to an agriculture~gervices~oriented Peopleg
Plan, envisagedrin the 10-year development Plzn. The broad
allocations indicated in Table 5.8 does adhere to the new schelc
of priorities evolved for the 10 yesr develdpment (as high a per=-
centage share of B 39,84 for agriculture znd allied sectors, for
1nstance) The allocation to the predominant sector of the official
Flfth Five Year Plan (Industry snd Mining) receiving about 25.96
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Per cent of the total developmental outlays, has been acco;ded
somevhat an equal im»ortance in the transition Plan,Aabout 2342
per cent. The sectors which accouht for lower shares are
electricity, power etc. and transport. The importance given to
industrisl sector in the trsnsition Plan emerges mainly from the
needs to gtep up the suppiies of non-ggricultural wage goods. The
immediate requirement to increase the supplies from the services
sector is reflected iﬁ the compgrative high share allocated to
this sector in the totsl investments during the transition Plane
S5e746 The low share of investments allocated to sectors like
eiectricity, power etc. and trangport does not however imply

thet they are neglected in the transition Plan. We however, feecl
thet suppliess from these sectors could be substantially augmented
if (a) optimum capacity utilisation can be achleved and (b) a
re-allocetion of resources within the transport sector could be
attempted, While improved managerial practices including the
supplies of balancing equipments being sssured to the power gector,
and transmission losses being reduced to the minimum, total
supplies from the power sector can be substantiglly enhénced in
the short-run. & re-allocation of investment funds within the
transport sector in‘favour of mass passengef facilities and goods
traffic could (atleast during the transition Plan Period) assure

adequate transport services.

LR B N ]
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CHAPTER VI

4 FRAMEWORK FOR PLAN ADMINISTRATION

We have seen the necessary changes thet must take place
in development philosophy, guiding »srinciples of planning, the
desired growth perspective, 2nd investment priorities. chh a
. fundamentally new and different kind of plan will require a
considerably reformed framework for its implementation.

6.l 4 New Frame Work

Certain ideas concerning the type of administrative
framework which would be needed have been already suggested in
Chapter I. We have stated that "the methods of implementation
which are being followed by Indian plenners and administrators
will, in our opinion, have to be radically imprpved for the type
of Dfanning envisaged in this exercise. What then will be the
procedures for formulation and implementation of such planning?
Once again fundamentally a new approach to p;an administration
will be required. Such an approach will be based on (a) moderni-
sation of the structure and functions of the machinery of
administration, (b) professionalisstion of personnel at various
levels of the machinery of edministretion and (c) meaningful
opportunities for participation of the people both from rural
and urban sectors in community development programmes, consumers
and producers cooperatives,‘and in sociasl welfare activities
carried through voluntary efforts end voluntary organisations,
Other ideas for improving the machinery of ~dministration are
Implicit in the aimg of the anti-poverty programme as well as in
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the aims of the state sector. We are of the view that it will
be necessary to consider the implementation framework as an inte~
gral part of the system and process of Planning and developments
The purpose of the present chapter is to clarify the position in
this regard, .
6.161 We agree with the statement made in the First Five Year
Plan document to the effect that Wthe principal objectives to be
achieved in public administration are integrity, efficiency,
economy and public cooperation. These aims are closely inter-
related and to some extent inter—-dependent. Measures designed to
secure any one of the objectives help to achieve others as welle
The problem, however, has to be approached simultaneously from
several directions. The end we seek 1s service of the community
through good administratiom,l This was an appropriate approach
to plan administrstion although in practice Indian planning was
Party lineffective because of shortcomings in administration,
642 General Guidelines

First we would like fo enunclate the following general
guldelings: (a) In a country of India's size and diversities, it
will be necessary and desirable to evolve a machinery of gdminis-
tration which is decentralised for field action and which is
centralised at varioﬁs levels for policy formulation and adminig=
trative coordination. (b) This will involve a two way btraffic of
effective flow of information on policy and administration.

(¢) Implementation of plan progremmes will have to be developed

l. First Five Year Plan, p.ll5.
eoell?



- 117 -

in terms of a multi-level system of administrstion. (d) The
personnel belonging to public services at various levels of the
machinery of administration will have to acquire professional
orientstion. (e) The methods and procedures of administration
will have to be simplified and rationalised particularly where
there are contacts between ithe machinery of administration and

the public and more so at the grass roots levels of administration,
(f) In the organised sector of the economy, constant emphasis

will have to be placed on the need for professionalisation of
management, (g) 4nd last but not the least, involvement of the
Abeneficiary public in the progresmmes of rural development will
have to be ensured particularly by strengthening voluntary orgeni-
sations so that brogrammes of economic improvement are convertcd
as far as possible, into community actions for self-helb,

6.3 Framework of Plan Administration

We visualise the continuation of the Planning Commission
as an appropriate agency for formulating, monitoring and co=
ordinating the plans of economic development. We are of the view
that the Planning Commission must consich, as has been the casze
so far, of administrators and professionals of outstanding and
proven merit capnble of taking cbjective and independent view o
policies gnd programmes. We are also in favour of continuing thu
existence of the National Developnent Council as a forum fof
debating broad issues of economic development and the main festures
of proposed plans. Thus, while we are in favour of the apex body
which exists today we would like to cxpress our reservations in
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respect of the administrative machinery under the Plgnning
Commission which has profilerated into a leviathan. Such a
machinery tends to become a fifth wheel of administration
particularly when it is vested with financial and administrative
powers for approving or disapproving the ongoing implementation
of individual schemes and prujecis. Similarly, we think that the
réleuéf the National Development Council should undergo a radieal
change. Instead of converting the Council into a forum for
advocating partisan or local interests it should serve more as

a clearing house of experience and ideas on matters of fundamental.
policy.

6.4 Role of Central Ministrieg

In respect of basic economic and socisl policies it is
the ministries and the departments of the Government of India
which woﬁld need to take initistive for making asppropriate pro=-
Posals and ensuring implementation of approved policies. There
isy however, a considerable scope for improving the organisation,
procedures and methods of such ministries and departments. The
recomnendations of *he ApAdministrative R.forms Commission are
Pertinent in this respect and they need to be pursued with vigour
and urgency., It ;ould glsc be necessary to provide orientation
to the personnel in public services in favour of developing g
Professional approach to the management of the economy and
administration of planned projectse

6.5 Machinery =2t the State Level

We advonate the need of creating at State level & replica

of the machinery st the centre. We would, therefore, suggest that
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in each State there should ba a State Planning Board (as it

exists in some States) which should consist of administrators

and professionals of proven merit. Such Planning Boards should

be assisted by State level Development Councils which should
consist of Secretaries of various departments as well as district
administrstors. Here again the emphasis should be on a professional
and scientific approach to development planning and the need of
keeping in view national interests and national policies. The
machinery of planning ot the State level will have to play a dual
role in terms of filtering proposals and ideals emanating from
the district level upwerds and communicating the national pollcics
and decigionsg down the line to the grass roots level.

Geb District level Administration

The 'district' is still the most important single unit
of administration. The district has both strengths and shortcomings
as.a unit for plan administration. However, in view of the histori-
cal context, it would be desirable to retain the district as the
basic unit of development administration. This unit then can be
sub'diyided into 'development blocks!, on the basis of adminigs-
trative qonvenience as geonomic factors, At the district level tho
conventional functions of sdministration will naturally continue;
however primacy should be given to the development functions. We
would, therefore, suggest that the primary responsibility of the
district officer should be that of administering the plan projects
of cconomic development. In order to democratise the processcs
of planning both in terms of formulation and implementation it
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would be desirable to set up District Planning Committees.as:‘
advisory bodles., Such advisory bodies should consist of represen”
tatives of voluntary organisations and block development officerss
The activities covered by the distriet unit should be basically
concerned with the development of agriculture, reconstruction of
rural economy improvement in production and distribution of wage
goods, monagement of water resources and improvement of sanitation,
family planning, educstion, community development and anti-
poverty plans. The district unit must also be actively engaged

in the development of cottage industries, small scale industries
and employment guarantee schemes,

6¢7 Management of Public Sector Undertakings

We are clearly of the view thst the public sector under—
takings should be able to enjoy complete managerial autonoﬁy. In
order to see that their production targets are in line with planned
requircments, they should be encouraged to formulate corporate
Plans and plans for productivitj improvements. Once these are
approved on the basls of the projected return on investment they
should be 2hle to cnjoy operational indupendence. 4s we have
indicated in Chapter V, we visualise the public sector undertakings
as the major contributors to the process of capital formation, ;
They should therefore be enabled to generate savings which in turn
yould be easy to be mobilised as financial resources for economic

development,
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6.8 Administration of Economic Controls

In Chapter II, we have cxpressed our views on the subject
of economic and administrative controls. Fewer the controls ths
better it is for administration. However, if and when any controls
are found to be necessary, thege should be administcred without
fezr or favour.

6.2 Participation and Coopcration of the Pcople

It is clear thet in the kind of planning which is
advocated here, there will be far greater scope for peoples!
cooperatlon and part1c1nat10n in the process of economic develop-
ment. The antl-poverty plans employment guarantee schemej)
administration of land reformss} implementation of the programmes
for education; healthy and family planning; schemes for rural
reconstructioni proposals for developing cooperatives; provide
a variety of areas for meaningful participatioﬁ of tﬁe people in
the programmes of economic development, Such participation wiil
need:to be properly organised preferably by voluntary bodies end
suppofted by village psnchayats and local éuthOritieé. In the
industrial and services sector, we haVe slready referred to the
need for cfeating a participative mechagnism for employees at
different levels., The task of promoting economic developmenf must
become the concern of every citizen, The nsture of the schemes and
programmeé of economic development should provide the necessary
incentives and motivations for effective participation of the pcople
in the process of promoting economic development. Thus the conccrn
for improving the standard of living of the people should become

a powerful movement of the people,
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CHAPTER VII

ISSUES FOR FURTHER CONSIDERATION

In the preceding chapters, we have outlined in concrete
terms an alternative approach and a new framework of planning in
India., In the process of working on this exercise, we came across
certain important issues which we thought need to be further
examined, While we have worked out g 20 year perspective_of economic
nrogress supported by a 10 year plan of economic development to-
gether with specific programmes for implementstion, we‘are aware
that for the implementation of such a plan, a number of specific
policies willl have to be evolved, from time to time, depending
upon the exigoncies of national as well as internationsl factors,
Day to day management of the economy will no doubt be facilitated
by the strategic and programmatic frame of reference. At the same
time, there will have to be a certain degree of flexibility in
respect of gpecific policies which will be required for effective-
management of the economy, The arcas and the nature of such
Policies can to some extent be enticipted; however, it would
not be possible to lay down the elements of such policies in
advance. In this chapter, we refer to some of the policy issues
which will need further considerstion before and during the

implementation of the 10 year plan of economic development .

7.1 dgricultural Prices
7ol One of the important issues is in respect of agricultural

Prices. On the one hand considerable evidence exists to indicate

thrt the relationship between agricultural output and input prices
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has, in general, been moving in such a manner as to make agricul=
ture progressively less remuneretive. Indeed, this may be regard-
ed as one of the basic reasons why rising prices of agricultural
goods have not provided adequate incentives for effective improve-
‘ment of investment in agriculture., At the seme time, it 1is
equally obvious that as long as plamning takes the maintenance of
reasonablylléw prices for basic wage goods as one of its objectives,
it becomes very difficult to justify a rise in agricultural prices
which would otherwise be needed to moke agriculture a suitably
remunerative occupation,

7elel In general, we visualise that this problem can be tackled
on' the following lines. It will need measurss (a) to increase tho
supply and lower per unit costs of'agricultufal inputs, (b) to
Improve the present unsatisfactory ﬁexus&betweén increases in
agricultural income and the need of ploughing back the sévings

for investment in agricultufe, (c¢c) to achieve productivity
improvements in the pre~harvest and post-~harvest operationg
supported by better management of resources, and (d) to reduce

the middleman's ﬁargiﬁ between theprice paid to the farmer a2nd

the price 2% which the consumer buys the products of esgriculture,
Given a consistent formulation of a policy on these lines, 1t
would be possible to hope that the¢ necessary increases in agricul~
tural prices will provide reasonable incentives to the farmerse
This in turn will tend to mske agriculturc-a sufficiently remunura~
tive occupation, Such an approach then can be supplemwentoed by
evolving policyrsupports in terms of price subsidlies and a system
‘of rationing for the benefit of the vulnerable sections of the

socictve.
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72 Agrarian Investments

Our snalysis based as it is on such data as we could
marshal, suggests theﬁ the crucizl problem for augmentation of
agricultural 6utpﬁts ié that of increasging investment in this
sector. It 1s evident that adequate investment in agricultﬁre
cannot depend exclusively on resourcee transferred from other
sectors to the agrlcultural sector. This is due to the fact that
the size of the agricultural sector is large end 1ts nature is
very complex. However, available data suggest that rising agri-
cultural incomes tend to result into (2) a competitive upwards
shift of the prices of land, (b) diversion of investment in hous=
ing construction sometimes of a conspicuous tybe, and (e) tendency
for spending incomes on purchase of consumer durables. Theee
factors leave rether limited T esour ces for being reinvested in
agriculture itself. The'reported'existence of idle deposits of
the rﬁral banks also points to the iack of effective chanmnelisation
of the rural savings into reinvestment for the developmenf of
agriculture,

Te2s1 There arc, i principle, some tentative solutiong of the
problem described above. The first is to devise effective methods 7
of agricultural income tax which has a simultaneous commitment to
reinvestment of the funds so generated,for aéricultural development
The second tentative solution could be based on a suitable reform
of banking and credif system for mobilising the idle savings of

the agrarian sector. The third possibility ié'of popularising

rural development bonds which can be made attractive if the funds
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SO generated can be utilised for demonstrable improvements in

the given locality. It would also be important to consider the
Possibility of restricting the tendency of utilising agricultural
savings for pushing up the prices of land, While we make these
tentative suggestions, we recOghise that each one of them would
pose immense practical difficulties, yet it is clear that
effective measures in this direction would go a long way in
rationalising the process of attracting investments in Agriculture,

7.3 Land Reform

The question of land vglues is related in a certain
measure to the central requirement of regeneration of agriculture,
namely the problem of land reform. We are of the opinion that the
general direction of carrying out land reform should be guided by
the following considerstions: (a) to redistribute the land in
such a mgnner that a2 maximum number'ef'viable'ownerffermer units
are createds (b) to allocafe an adequate land surface for grazing,
fuel wood and fallowj (e) to organise the owner-farmer units
through cooperstives and group credit agencies into mixed farming
urits which sre large enough to premote the introduction of thu
techniques of scientific farm management, and (d) to manage the
relations between agricultural ﬁage workers, share croppers and
lend owners so as to provide adequat: protection, both economic
end social,y to the weaker sections.

Te3el Experience shows that these improvements cannot possibly
be attained ss lohng as land reform policy remaing restricted to
the enactment of unimaginative ceiling laws and is not accompanied
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by (a) intensive involvement of beneficiary groups in the process
of land reform, (b) parallel development of cooperatives and group
credit orgsnisations, and (c) realisation of the need of providing
opportunities of viable existence to the large masses of landless
labour. In this respect, we hope that the plan and programile
workeé out in the exercise for poverty elimination would succeed
in providing such a viable existence to this class of the societys
7e3e2 In the field of land reform, apart from economic and
social problems, there is also an administrative problem. Imple=
mentztion and administration of land reform pose many difficulties,
For example, a centralised administretive machinery would not be
able to taoke into account the need for altering local power
relationships. Similarly there will be innumerable difficulties
in organising associstions of the beneficiaries of land reforms
Equally important is the need for improving the levels of mass
education and to eliminate the hold of rural elites on the economic
and social life of the village communities. We recoghise the
complexity of the economic and social order of the rural
communities. Any sensible policey measurés for the soclo economic
reforms of the rural communities will have to be based on a
combination of 2 social idcalism and earthy pragmatism bgsed on
findings of empirical studies and surveys.

7e4d dgricultural Wages

Another important issue in the rural sector is that of
agricultural wages. The land-man situation in India is such that
even after successful implementetion of land reforms there will
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contin e to exist 2 substantial force of agricultural wage labour,
According to our estimates it is only after the first 10 years of
the Peoples'! Plan period that we..can visualise3a significant
reduction in the number of landless lebourers. This will largely
happen as a result of the development of rural public works which
will create alternctive job opportunities. This would be obvious
when we compare the 20 year perspective of economic progress and
the lO*&ears employment perspective in Chapter IV and V respective=
ly.

Tedel Given the fact that the agricultural wage labour force
willl remain somewhere around 50 = 60 millions, some concrete
measures will have to be taken to provide a minimum wage income
to this group. It seems to us thet it will be necessary to msko
Progress towards this target on the following lines, (a) to
Provide sufficient agro-cum-rural work in order to creato an
adequate addition to wage-labour demand and thereby to strengthen
the bargaining power of agricultural wage labourer, (b) to devise
appropriate methods for educating snd organiging agricultural
wage labourers into labour cooperatives for production of handi-=
crafts of sote kinds of wage goods, and (c¢) to enact and implement
minimym wage laws and to encrgisce the enforcement asgencies to tako
up this task earnestly. We are, however, of the view that legis—
lative measures although necessary snd important will not be
successful unlessjthey are adequately backed by a reasonably

formulated socio economic drive for creating job opportunitiese
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7 5 Banking and Credit Reform

In the presentation made in the previous chapters 1t
has been indicated that there should be an effective channeli~=
sation of rural savings for investment in the rural sector.
Similarly, there should be a concerted effort to mobilise the
savings genersted in the small 1industry and trade sectors,
Uptil now, however, the record of banking and credit institutions
in thils regard does not appear to be satisfactory.
7.5.1 Banking and credit institutions are still conservative
in their approach towards develoement finance and there are of
course well known reasons for this., The traditional approath of
banking institutions leaves the client to develop his activities
on his own. Schemes which would otherwise be viableiméY“tend to
fail if the client is not suitably conditioned to make effective
use of his funds and also honour his_commitmenté for repayment
of credit. There is, therefore, a case for strengthening rural
banking éystem by such agencies voluntary or'othérwise, which will
be able to guide the clients . in developing viable and productive
economic sctivitiér In this regard, ti.c experience and examples
of the Khadi and Village Industries Board and the Handicrafts Board
should serve as a us<siul guldee
7e5.2 The institutional arrangements intended for integrated
rural development should ther:fore be geared to perform the
functions required for supplementing commercial banking.

Te6 Cooperatives, Marketing and Credit

In addition to intensive reform of rural banking system
eXpansion of cooperative credif“géiwell a§ ‘cooperative purchase
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and marketing activities should undoubtedly prove advantageouss
Once'again considerable reorientétion of the e#isting inst;tutions
and their methods of operation will be called far. Basically,

this will depend upon propér'training facilities for.cooperatiVe
action. Experience in India suggests that the cooperastives can
‘work“weli in the social context of the couﬁtry if certain cqnditions
are created.; Of the several coﬁdiﬁions required, two are most
important, namely dédicétion'to the cause and gbility in terms'

of business management. It geems to us that both the'requiréménts
have to be deliberately fosferéd. This ih fact can be an extension
of 2 massive programme for non-formal'educetion. What is needed

is a complete transformation of the'cooperétive movéméﬁt as an'
instrument of sociasl progress and econoﬁic advancement.,

Te7? Employment Opportunities

Tt will be noted from an analysis of the problem of
unemployment and a realistic approach to the creation of job
6pportunities that full employmént will be a distant goal., This'
is so because it will be difficult to secure a balance between
economic and demographic forces. dccording to our calculations
in spite of the best effort a clesr improvement in the situation
will begin to matarislise only after 10 years of the perspective
of the Peoples' Plan although this record will be much better
than the one which is 1likely to cmerge on the basis of the exist~
ing type of economic plsnning. We therefére feel that it would
be useful to visualise and 1mplement an 1nterim'§olicy; Oneg of'
the few encouraging initiatives adopted in recent years relates
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to the introduction of the limited employment  guarantee scheme
by the Government of Maharashtra. Experience seems to show that
within its limitetions the scheme has achieved a reasonably
satisfactory performsnce. We thercfore suggest that the opération
and record of that scheme should be evaluated and if the -evaluation
is favourable, the scheme should be gdopted with appropriate
modifications for giving a trial on an all India basis. Thé
implementatibn of the scheme should, however, avoid any attempt

at raising the reqi ired finencial resources in an inequitous
manner. We are also of the view that such a scheme should be

introduced and intensified in a phascd mamner,

78 workers' Participation in Indugtry

We are of the view that industrial peace will be necessary
for raising the levels of production and productivity. It is in
this confext that the question of workers! participstion in industry
deserves serious consideration. 4part from participestion of workers
in the process of production et the shop-floor level it would be
desirable to cxamine the sdvantages of the idea of providing workers
particiPrtion in equity capital. The ides is to allow a part of wage
and bonus earnings to be converted into equity investment on thw
part of workers subject to certain conditions. Such an approach
has some record of success in developed and developing countries
and 1t deserves sorious consideration. In any case, the nedessit&
of incressing the ratc of savings of workers employed in the
Orgenised sector should be recognised and encouragéd. Although a
lot of preparstory work will be neceésary for pursuing thig idea,

we are of the visw that it should be given a fair trial,
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7841 Tn the context of a development strategyroriented in
favour of the weéker sections of the society and particularly
those who are below the poverty line it will be necessary for the
employees of the organised sector to adopt constructive approach
towards the question of participation in industry and more
specifically to the question of wages and bonus.

7e9 The Savings-lnvestmént Balsnce

One of the requirements of sound planning is to secure
aggregate balances in the gectoral development. It has been shown
in Chspters IV and V that it will be possible to mobilise finsncial
reséurces required for implement~tion of the 10 year plan of
economie development presented in this documeﬁf. This is good so
far as it goes. However, it will be necessary to carefully consider
one aspect of the savings-investment progremme; that is the relation
between an assumed alterstion in over 211 private savings pro=-
pensity and the alteration in the inter-personal distribution of
income,
7e2¢1l  The problem is clear. An egalitarisn alteration in income
distripution has a tecndency to shift income to relatively low
saving income groups and thus to lowyer the over 211 propensity of
private savings., If it is intended to reduce the impact of this
effect sufficiently, even in order to attain a modest rate of
increase in the rate of private savings there must be (a) a fairly
sharp reduction in the consumption propensity of the upper 20 per
cent of the éociéty and (b) a marked emphasis on the expansion of
savings habits down the income digtribution scale, We would préfer
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development on these lines rother then resort to inflestiongry
methods of mobilising finencirl resources.

7e9e2 Essentially 2 similer problem is encountered in regard
to the sunnly-demsnd balsnces in respect of wage goods. The
requirement of a sufficiently high rete of capital accumulation
sets en upver limit to the planned cxpangion of wage goods
sunplies., 4t the same time the anti~poverty programme implies
fairly large increases in wage goods supplies, if the supply =
demand balance is not to be lost. Once again, as we have-indi-
cated before, it will be necessary to impose sultable control

on luxuary consumpPtion as well as to limit the incremental
consumption propensity of the middle snd lower incéme groupse
Such chenges in consumption-seving bcehaviour is possible only

in a social context of "austerity for development approach!

And a pPolicy context of providing fiseal and institutional
incentives in favour of the geving hebit,

7.9.3 We would therefore like to suggest action on the follow—
ing lines. First, personal taxation should be altered so as to
encoursge gavings and discourage avoideable consumption, Secondly,
corporate tax should be so reiionclised as to encourage productivity
and efficicncy and discourage slothful menagement and under-
utilisation of capacities. 4nd thirdly, special tax and credit
incentives should be made availsble for investment in basie
consumdtion necessities,

749.4 The questlon is whether even aft:r msking considerable
efforts on such lines the neecded alterations in consumption and
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savings will be secured or not. It is therefore suggested that
this question should be studied and analysed in depth in order to
seek a sound basis for policy formulation.

7e9e5 Turning to the dimensionsg of s-vings in the state séctor
it seems to us thet it is possible (a) to hold down the adminis-—
tration exnenditure to the minimum limits; and (b) to improve
productivity and profitsbility of public enterprises. Basically
this will depend upon the impfovements in result-efficiency of
public spending through sdministrstive reforms, performance plann<
ing and budgeting and the spplication of the principles and
techniques of professional managemant,

7410 Water, Energy and Ecology

The persistent lacuna of development planning in this
country relates to the neglect of long range policies in respect
of water resources, energy resources =nd ecological factors. Leock
of dependable data has restricted our efforts in suggesting some
gqualitative directions of the required planning gnd policy
meagsures. It is importont, however, to gquickly build up the
necessary data base for long range planning of water resources,
energy resources and ecology factors. In any case, proper mgnoge-
ent of wster resources as well as of energy resources will become
a2 prime requirement of successful planning in the next 25 years or
s0. Such policies should integrate in themselves the need for
conservation of resources, the prospects for augmentetion znd
compulsions of innovations on the bssis of research and develop-
ment,
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7.10.1 We recognise the fact that it has not béen possible for
us to provide an exhaustive list of the various policy issues which
emerge from the need for planned economic development as also from
the plan~frame suggested in the earlier chapters. In any case, we
do not wish to ettempt to give final and complete answers in respsct
of some of the selected igsues which are presented here,

7.1 CONCLUSION
We present this document, Peoples' Plan - II, to the

public in India with the hope that it will provide a basis on

which a meaningful debate on planning for economic development
| cah be promoted. We feel that this document will gerve a useful
purpose if it succeeds in cresting a suitable climate for such-

a debata.
YO8
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CHAPTER-I
A REVIEW OF INDIAN PLANNING EXPERIENCE

The drafting of People's Plan II has been undertaken
with one central purpose in view. We wish to put before the
intelligent Indian citizen a concrete alternative to the kind
of economic planning so far practiced by our policy-makers.

- Naturallys the presentation of an 'alternative!
implics two things, First, we should be in g position to
identify the errors- in methodology, priorities and
implementation techniques- which have been responsible for
poor economic performance under the Plans. Secondly, we should
al so be able to spell out a consistent thought-framewofk
within which thé correction of the identified errors may take
place in the manner most favourable for improved development
performance.

It will be, therefore, useful to begin with a brief
réview of Indian planning experience in order to put these
issues in perspective,

Scetion-1l The Two Pliases of Developient Performance

We start by noting en interesting fact. Development
performance undcr the Plans has been marked by two strlkingly
different phases. The first phascs which lasted upto 19¢l-62,
was very encouraging. Reel national product had been rising at
an znnual average rate of 3.93 pcr cent and per capita recal
product showed a rise of 1.99 per cent a year., Per Capita

supplies of essential commodities rose by 1l.96 per cent,
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capital stock at 3.80 per cent and the rate of growth of
money supply (in spite of certain experiments with deficit
financing) had been restricted to 4.50 per cent per annum.
Prices were fairly stable, the all commodities index showing
a modest uptrend of 1.86 per cent, while prices of essential
commodities were even more stable with only a 0.49 pér cent
yearly increase on avernge. ZThere were only three mildly
worrying signs: population growth was showing a tendency
to accelerate, cmployment opportunities were failing to keep
pace with the increasing number of job-seekers and foreigh
exchange shortages were beginning to manifest themselves. Yet,
the broad picture was certainly hopeful and no one could have
visualised the dramatic collapse iIn development performance
that followed., Between 1962'3 to 1973'4, the growth rate
in real national product dropped to 3,19 per cents; in spite
of a slight rise in the rate of capital accumulation to 3.86
per cent g ycar., With the rate of population increase having
accelerated from 1.94 to 2.22 per cent, per capita incomes rose
only by 0.97 per cent a year. Per capita supplies of essential
commodities actually declined at 1.82 per cent per year. The
growth rate of money supplics sky-rocketted from 4.50 per cont
to 10.11 per cent. Price stability was lost with the all
commodities index showing aversge annusal increase of 7.15
per cent and wage goods (csscntial commodities) prices running
further ahcad et 9.80 per cent a year. With this eatastrophic
decline 1n, the quality of economic performances the proportion

of Indians living below the poverty line (which had becn
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dropping throughout the previous phase) began rising nce-again
and by the mid-'scventies was back at its mid-'fifties level
of nearly 40 per cent of the population.

The central problem for the correct interpretsation of
Indian planning cxperienccs then, is the following: why did
development performsnce in Phnse II prove so ppor after such

encouraging beginnings in Phase I ?

Section-2. Neglect of Population Control

A part of the poorer performance in Phase II1 is
obvicusly due to fastcr population growth. Both the slowing
down In the growth rate of per capita product and the decline
in per capita supplies of wage goods (essential commodities)
is -in part- due to the accelcration of population growth.
Further, the increasing gap which has emerged between birth and
death rates (and which will remain large, cven with best
efforts, for quite a few ycars to come) represents a
CONTINUING BﬁRDEN on econcmic progresse.

For this unfortunate situation, two factors are
responsible: (a) complaccency about and neglcet of the population
problem in Phase I and (b) inadcquate and ineffceetive policies
in the field of populatiosn control in Phase II. As a result,
the population situation today represents a serious nicnape
to our development prospects.

0f courses there exlsts today an =2dcguate sensc of
urgency in this matter. However, in spite of this fceling of

-urgency end the zllocation of an inereasing quentum of

-4,
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resources to this ficld of activity, the results so far have
not been impressive. 4s we shall see in chapter Two, the
fundamental reasons for policy-ineffcetiveness in this arca have
been (a) inadequate stress on motivational factors governing
family planning. (b) lack of cmphasis on the socio=-infrastructure*
(2s distinet from the techno-infrastructure) of family
limitation programmes, (c¢) the non-establishment of effective
linkage between family-planning and other elements of social
welfare programmes and (d) the unwillingness to provide a
sufficiently powerful legal-administrative substructure for
implemcntation of family-planning targets.

It has to be recognised, however, that while faster
popul ation growth explains PART of the poorer performance in
Phrse II, it explains only = SMALL PART. To be specific, 1t
explains only 27.35 per cent of lower growth rate of per capita
income and 7.4 per cent of the decline in the growth rate of

per capita wage goods supplies. The BULK of the effect is due

to some other force.

Section 3..Decline in the Effectiveness of Investment

Evidently, slower growth rates are dlso not to be
explained by a slowing-down of investments. Actually, capital
accumulation in Phase II was marginally HIGHER than in Phase I.
The difference was made by the sharp decline in the power of
new investment to generate additionél real output, the effect
being marked enough nt the all-cconomy level; but being

especially scrious in the case of essentigl commodities.
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While real output per unit of capital stock ROSE by 0.13
per cent annually in Phase I, it DECLINED byv -0.67 per caent
annually during Phase II. Supplies of wage goods per unit
of capital stock rose by 0.10 per cent during phase I, while
it declined by =-3.46 per cent in Phase II., This alone explains
62.65 per cent of the downward variation in the growth rate per
capita rezl output and 82,60 ver cent of the downward variation
in the growth rate of per capita sﬁpplies of essential commoditles.

A similar story is told by statistics relating to
incremental output-capital ratios (new income generated divided
by investment) rccorded in the Plans. For the first F¥, this
was a high 47 per cent. In the second FYP, this was lower, but
still adequately high at 32 per cent. In the Third Plan and
Plan Holiday period, this dropped to 21 per cent and the Fourth
Plan recorded an incremental outputecapital ratio of only
Yo per cent., The Fifth Five Year Plan, even if it fulfils
the Pl anners' expectations will not show an incremental output-
capit.l ratio in excess of 20 per cent. Why and how did this

declire in investment effectiveness take place?
Section 4. Wrong Investment Priorities.

Basically, the effect was due to two factors. First,
there was a gradual (and largely lnevitable) rise in the
capital=-intensity of production within wvarious sectors of the
economy. According to certain estimates worked out by A.Das
and Gautam Mathur, about 32 to 35 per cent of the fall in

incremental output-capital ratios can be attributed to this
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technical-modernisation effect (1954755 to 1973'74). The
residual 68 to 65 per cent represents the result of a shift
in investment away from LOW CAPITAL-INTENSITY SECTORS towards
HIGH CAPITAL-INTENSITY sectors.

As far as the effect on the ratio of wesge-goods
supplies to total capital stock is concerneds there are two
basic effects to be considereds One is the rise in the capital
intensity of wage goods (essential commodities) production
itself and the other is the FALL IN THE SHARE OF WAGE-GOODS
FRODUCING CAPIT.LL to total capital stock. In Phase I, the
average annual rise in the cegpital intensity of wage-goods
production.was only 0.05 per cent. This was more than counter-
balanced by a 0,15 per cent annual RISE in the share of wage-
goods capital to total capital; thus leading to a 0.10 per cent
annual rise in supply of wage goods per unit of capitsal stock.
In Phase II, the rise in capitel-intensity was about 0.25 per
cent annually, this being added to by an annual 3.21 per cent
fall in the ratio of wage-goods capital to total capital.

Clearlys then, the POORER growth performance in Phase II
1s to a large extont explained by

l. a shift tow-rds more cepital intensive sectors

of production, which might be called the 'heavy-
industry bias's and

2e a drop in the capital of wsge-goods industries

in relation to total accumulated capital, which
might be called the '"anti-consumption bias!'
with within-sector technical modernisation proving quantitatively

ncgligible as an explanation of higher capital-output ratios.
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Section 4. .cceler-ted Growth of Money Supplies

Money supply rose by only 4.50 per cent in Phase I
and by a high 10.11 per cent in Phase II. Combined with the
decline in the growth rate of real income and supplics of wage
gdods, this factor resulted in a 6.92 per cent rise in money
supply per unit of real product per yesr and a 9.71 per cent
rise in money supply per unit of wage goods supplies. This
‘compares with a 0.57 per cent and 060 per cent rise respectively
in Phase I,

If we consider the amount of money supply in relation
to capital stock, we find that this rose by 0.70 per cent in
Phase I and by 6.25 per cent in Phase II., Money supply in
relationship to wage-goods capital stock rose by 0.55 per cent
in Phase I and by 9.46 per cent in Phase II. Thuss, the bulk of
infl ationary pressure (as mcessured by high rates of rise in
money supply per unit of reel out and per unit of wage goods
supplics in phase II) represent the net resultant of

1. accelerated growth in money supply

2. the heavy-industry bias effect and

3. the anti-consumption bias effect
with only 3.57 per cent and 2.74 per cent respectively emerging
(fo: real output and wage good supplies in relation to money
stock) as the result of within-scetor rise in capital-intensity.

It is interesting to probe a little deeper into the
mechanism behind the accelerated growth of money supply in
Phase II.

-===8
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Section 5. Ineffective Development Financing

By and large the more rapid rate of monetary expansion
in relation to growth in Phase II cannot be laid~-as is sometimes
believed- at the door of fiscal irresponsibility. Rather,
the impact is to be traced more to ineffective development
financing.

By and large, improved efficiency of development
financing is represented by an increasing ratio of development
expenditures to total expenditures of the government. In 1950-51
tﬁis ratio stood at 36.26 per cent, by 1955-56 this had risen to
46,53 per cent and 1960-61 saw a level of 47.16 per cent. By
1965=-66 this had dropped to 43.68 per cent. A marginal recovery
was visible between 1965-66 to 1973-74 the ratio rising to
46.64 per cent, Nonetheless; the ratio of development finance
to total govemment expenditure AFIER HAVING RISEN RAPIDLY
DURING PHASE I was lower throughout Phase II and did not
recover to end-Phase I figures even in 1973-~74.

dnother interesting index of the nature of the
government's contribution to the development financing set
up is the ratio of public sector capital formation to total
government expenditure. In 1960-61, this stood at 38,38
per cent. In 1965-66 it was 36.58 per cent, In 1969-70 it had
further declined to 27.24 per cent and 1973-74 saw a value of
25.11 per cent. Thus, throughout Phase II there has been g
continual decline in the proportion of public sector capital

formation to government expenditure.

==
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Thuss; the government has allocated a diminishing share of its
total expenditure to development expenses end within development
pxpenses the share of real capital formation has fallen
continuously throughout Phase II.

A situation similar to the zbove can also be observed
if we study the ratio of public sector savings as a proportion
of public sector output. This ratio stood at 21.72 per cent in
1260-61s By 1973-74 this was down to 16.77 per cent, having
reached its lowest level in 1969-70 at 1l4.42 per cent.

Indeed the entire rise in the proportion of savings
to national income (from 9.95 per cent to 13.46 per cent) over
1960-61 to 1973-74, has been the result of a2 rise in private
savings as a ratio of private sector output from 8.85 per cent
to 12,91 per cent,; which has more than compensated for the
decline in the public sector propensity to save.

Section 6. The Savings Investment Plcture

The story can be neatly rounded off by considering the
savings investment picture. Net domestic savings rose from
9.95 per cent of Net Domestic Product in 1960-61, successively
to 12.31 per cent (65~66), 12,55 per cent (69-70) and 13.46
per cent (73-74), In the same period net domestic capital
fofmation rose from 13.85 per cent (60-61) to 15.37 per cent
(65-66) and then declined top 13.91 per cent (1969-70) and
to 12.36 per cent (1973-74),

In the same period the public sectors' capital
formation as proportion ta public sector product changed.from

72.15 per cent (1960-61) to 72.87 per cent (1965-66),



thereafter, drastically falling to 41.85 per cent (1969-70)
and further to 40.62 per cent in 1973-74. In comparable years
public socctor savings stood at 21.72 per cent (60-61) , 21.58
per cent (65-66), 14.42 per cent (69-70) and 16.77 per cent
(73-74) .

The private scctor's net capital formation stood at
6.89 per cent in 60-6l, 6.64 per cent in 65-66, 9.38 per cent
In 69«70 =nd 7.63 per cent in 73-74. Its saving propensity
rose from 8.55 per cent (60-61l), to 10.90 per cent (65-6€6),
to 12.25 per cent (69-70) md to 12.91 per cent (73-74). What
these fipures show is quite unmistakable. From 1960-61 to
1965-66 both the public and the private éectors were engaging
in acceleration of capital formation. Beyond 1965—66 to 1969~70
there was a collapse in the public capital formation effort,
which was not reversed even up to 1973-74. The private sector's
acceleration continued upto 1969-70 but thereafter, its rate of
capital formation al so declined.

On the savings front public savings propensities declined
significantly, while private sector saving propensities grew
rapidly. The net effect was a cyclical swing in national capital
formation with a peak in 1965-66 and a through which_was reached
around 1973-74. As a result qf the collapse of capital formation
and the modest upcreep of savings, however there resulted a -
surplus of domestic savings over domestic capital formation,
reversing the earlier trend of externally-finaced capital

formation which had reached its pesk-intensity in 1965-66.



Section 7. The Total Picture

Broadlys thens here is the upshot of our review of
planning experience. In the period after 1960-61l- the Indian
planncrsltried a process of heavy-industry-intensive and
capital-goods-intensive growth strategy, based on public
sector capital formation as its leading instrument. If this
could be maintained at higheintensity, the pay-off MIGHT HAVE
BEEN impressive. What ruined the picture was the INEFFECTIVENESS
OF THE GOVERNMENT AS AN ENGINE OF RESOURCE MOBILISATION- Public
Sector savings were never high enough in proportion to public
scetor product, so that even in the face of a quite reasonable
uptrend in private savings propensities, domestic savings
were totally inadequate to cover domestic capital formation
costs. The process could continue as long as the net inflow
of foreign investment could mske up the gap. The end was roached
in 1965-66 when the foreign exchange situation went beyond
control and IN REALITY THE IDEA OF TRULY RMAPID C/APITAL
ACCUMUL ATION W.S EFFECTIVELY GIVEN UP.

Since then, although the cconomy has (more or lesss
except for oil=crisis disturbances) recovered its INTERNLTIONAL
EQUILIBRIUM, its internal rate of cgpital accumulation has
had to be curtailed to levels at which a heavy=industry and
capital-goods biassed growth strategy is simply non-viable.

In other words, with an incremental output- capital
ratio of even 4.5:1 (which is the best we can hope for with
a heavy-industry strategy) we would need to invest around

22.5 per cent of national income in order to attain a 5 per

———=12
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cent growth rate in national income. With actual savings to
national income confined below 14 per cent, the maximum
feasible growth rnte without international disequlibrium is
around 3.1 per cent. Under such circumsteances THE PERSISTENCE
OF OUR PL:NNGRS WITY A HE:VY-INDUSTRY-BIAS GROWTH STRITEGY IS
FUNDAMENT.LLY ILLOGICAL.

Section 8. What this Mems for the People.

The combination of a low investment rate with a heavy=-
industry bias implies iﬁtolerably low rates of growth in
supplies of consumption gocdse. This is exactly what has been
the c~se post 1960-6l. Pur capita supplies of foodgrains declined
from 469 grammes pcr day per capita to 448 grammes, edible
oils in kilogrammes per year dropped from 3.2 kilos to 3.0
kilos, Vanaspatli remained stagnant at 0.8 kilogramﬁes per'year,
Cotton cloth in metres per year dropped from 13.8 to 12.1,
only sugar and tca recorded modest rise from 4.7 to 6.0 kilogramme
per annuam and 0.29 to 0.4l kilogrammes per annugn respectively.
The situation in terms of essential soclal services
was only marginally better. Buses per 1000 persons rose from
0.13 to 0.18 and trucks from 0,39 to 0.77. Number of primary
schools per 10,000 persons DECLINE from 7.6 to 7.4. Number of
sccondeary schools showed g rise from 1.1 per 10,000 persons to
l.7 per 10,000 persons.
This abysmal failure to produce the basic necessaries
of consumption has been primarily responsible for the continued

poverty of the Indian people after more than two decades of
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"planning®. It hos also had the result of largely making
'invisible' and "nug~tory" the othoerwise imprassive record of
the "planning era'.

We may briefly note the most important of these
achievements: (a) between 1900 and 1950, the production of
foodgrains rose by no more than 10 million tonnes, while
during the first two decades of planning an extra 50 million
tonnes were produced; (b) industrial output rose 4% times
between 1900 and 1950, while it recorded an increase of more
than 3} times between 1950-51 and 1973-74; (c) there has been
a continuing uptrend in the rate of saving from around 5 per
cent of national income to about 13.5 per cent; (d) the ratio
of taxation to national income has risen, in spite of evasion
and negligible taxation of agricultural income from about 5
per cent to nearly 18 per'cent; (e) there has been a substantial
expansion in the build-~up of infrastructural facilities,; both
_social and economic and (f) a cadre of technologists and
managers_have been created which (although few compared to
the population) is the third largest of any nation in the
world.

In spite of these undeniable achievements, however,
poverty has continued and growth has not been a visible
contributor to the People's welfare. Thus, a fundamental
change is required in the directions of our economic planning,
Broadlys our review has already produced certain clear

indications of the needed directions of change.
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CHAPTER= II
A REVISION OF DEVELOPMENT:L PRIORITIES

Sfye-

The fundamental internal contradiction in the Indian
pattern for development has been the COMBINATION of a heavy-
industry-oriented pattern of allocations and an investment rate
too low to validate such a pattern of allocations. This
contradiction has emerged primarily because the ratio of
domestic investment to national income has continued to remain
low. Thisy in turn, reflects the low efficiency of the govemn-
ment as a mobiliser-investor of resourcest a fact which is
vividly brought home by (a) the decline/stagnation in the
ratio of development expenditure to government expensess; (b)
the falling trend of public sector investment as a share of
public sector product, (e) the stagnancy/decline in the ratio
of public sector savihgs to public sector product and (d)
the dropping ‘share of new public capital formation as a shars
of development outlays of the government,

Apart from this INTERWAL CONTRIDICTION, which would
have by itself sufficed to lead to poor development performance,
there have been also a number of contradictions between the
pattern of development priorities and the objective needs
of the developmental situation. Briefly, these EXTERNAL
CONTR.DICTIONS of our development strategy relate to the
following areas.

Section 1, External Contradictions in the Development Pattern.

1.1 Firsts in a country where the ratio of agricultural



15«
production to national income rcmained as high as 50,17 per
cent (1973-74) and where around 75 to 80 per cent of the
population deﬁended directly on it as a source of livelihood,
the pattern of development allbcations (except during the
FPirst Five Year Plan) never reflccted this obvious premacy
of the agricultural sector.

It can, of course, be validly urged that the TOT.L
development outlays directly and indirectly promoting
agricultural development have been quite substantial as a
proportion of public sector outlays in Indian development
plans. It can also be argued that the rate of return observed
on such investments has been none too encouraging. It is
al so possible to refer to the relatively low reinvestment
potentitl of the agricultural sector and the reduction in
growth rates that mgy occur if esgricultural investment is
overemphasised,

However, such arguments miss the essential point.
This is that India's development performance both in terms
of per capita product mnd the growth r~te of employment
opportiunities will depend predominantly on what happens in
the agricultural sector. Consequently, the patterm of
investment allocations in our development plans should have
been governr 3, above everything else, by the need for
providing an adequate inputs~ infrastructure~ institutions
base for an adequately rapid increase in agricultural sector
incomes and employment. On the contrary, plon allocations have

been, to date, primarily governed by the requirement of
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industrislisation md still more so by the planned growth
rates of heavy industry.

It is, indecd, our finding that outlays on agricultural
development need perhaps to have becen only 15 to 20 per cent
higher than they have been. Given a more reasonable distribution
of outlays within the industrial scctor, this need not have
damaged the over-qll growth rate of the industrial sector
cithere. However, it would have meant a psychological shift of
fundamental importmce.

We must learn to look upon agriculture primarily
not as a sector supplying food to Industrial workers and raw
materials to industriess but more fund=mmentally as a generator
of income and employment opportunities. Our failure to do so
uptil now represents a fundamental error In development
strategy.

l.2 The second basic area in which development strategy
has failed to be in conformity with the objective nature of
the Indi~n economy has been the inadequate atteﬁtioh paid to
considerations of employment and msnpower, Even given a very
high rote of growth in the industrial sector, it is unlikely
thot this would account for more than 30 per cent of total
output and about 20 per cent of employment, even by A.D. 2000.
Thus, the bulk of growth in both income and employment
opportunities would have to occur OUTSIDE the industrisal sector
no matter how fast it grows. It follows, therefore, that
industrislisation cannot be regarded as the primary instrument

of developments which must teake place basically in agriculture
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and (secondarily) in the services sector as Far as absolute
increments in both income =nd employment are concerneda.

In other words, the primary stress in development
plenning must relate to growth of income and employment
opportunities in the agricultural =nd services sectors of
the economy. Industrial growth has to be planncd primarily as
a ‘source of supply of copital goods,; inputs and industrial
consumers' goods demeands of these two sectors.

Of course, this will still require a rapid growth
rate for the industrial sectors purely through inter-sector
balsznce considerations. However, it would occaslion substantial
changes in the intermal structural composition of the
industrial sector. The weightage of both consumption goods
and agro=inputs/agro-capital sectors would rise considerably
end the relative weight of industrial-inputs/industrial-capital
sectors would diminish. In other wordss the industrial
sectors dnvestment pattern would reflect a policy of feeding
the non=industrial sectors rather than feeding itself,

Indisn planners would have to realise that the bulk
of absolute incrcases in income and employment in the visible

future would be occuring outside the industrial sector,
primarily in agriculture and secondarily in the services
sector. Under such circumstences the Indestrial sector's
growth pattern neceds to be dominated by the need to feed
these two sectors. The pattern so far utilised in which
industrialisation is an end-in-itself and the structure of

capital and intcrmediste goods production is determined by
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the growth-requirement of the industrial sector is a case
of the tail wagging the doge. It follows directly from looking
upon industrizlisation as a 'target! to the practical exelusion
of income snd employment opportunities.
1.3 We have had already occasion to refer to the neglect
of the target of population limination in chapter one. After
assuming that adequate priority has been already given to
popul ation control, there remains another important dimension
along which population growth needs to be brought into the
development planning picture.e This concerns the question of
the provision of basic consumption needs (both of essential
commoditics ¢nhd essential scrvices) to this growing population,
Primarily, these needs would reflect requirements of food,
cloth, shelter, water supplys senitation, education, medical
carc and transport-tion.

Of course, basic needs minimum levels are unlikely to
be attained in the immediate future. Nor will they be attained
simul taneously at some specific future date, Rather, the
attempt must be to attain the minimum level of basie needs
of each type at the carliest date that the economy can be
expected to do so. On present showing@ assuming a popul atiohn
of 846 million by 1.D.2000 according to the Registrar General's
low-projections., it seems likely that targets for food, cloth,
education and medical care cen be (with best efforts) met in
another 15 to 20 years whereas it would be unrecasonsble to
expecet sheltor, water supplys senitation and transport needs

to be met before 25 to 30 ycars,
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TWvidentlys given an assumed pattern of dntes for
meeting basic needs minimum targets and the size of population
at those dates, a certain set of physicnl growth targets are
INDEPENDENTLY SET ~nd these become relatively rigid inputs to
the planning process.

Indian planners so far have heen very chary of
incorporating such consider=tions into development planning.
For one thing this would come into immedi-te mmd drastic
conflict with the pattern of developmental priorities they have
become accustomed to., This was demonstrated dramaticeally
when there appeared considerable political pressure( in the
Fifth Plan period) that the Fifth Plan should involve a certain
get of minimum commitments in terms of such targets. Glven
the resources constraints and the posited growth rate, the
planners found that any attempt to introduce such targets
would have LOVERED the growth rates of a number of heavy-
industry sectors below what the planners regarded as
irreducible minima,

The truly fantastic thing about these irreducible
ninima was that they had been set independently on the
basis of (alleged) long-term considerations and had nothing to
do with the criterion of inter-sectoral bzl mces., In other
words, these heavy-industry scctors represented to the
planners ends-in-themselves and not requirements emanating
from the assumed growth rate and pattern of final consumption
demands. Rather, it was the pattern of final consumption

demand, INCLUDING THAT FOR Z53ENTI.L COMMODITIES, which was

-—een20



-20=

to be adjusted to the requirement of an adequately high rate
of growth of the sacrosand hcavy industry sectors.

Since we do not look upon either industrialisation
or capital goods production as ends in themselves, we believe
that developuent priorities should include specific commitments
to rench 'basic ninimum' teorgets by specified dates. We realise,
of coursc, that the introduction of such physical target attain-
ment may not always be casy to harmonise even with the agriculture
wage goods- services strategy for particular the shelter-water
supply=sanitation group of needss; involving heavy investment
requirenentss may give some troubles Yet, the mere fact that
we treat industrislisation and capital goods production as
TOOLS rather than as ENDS, offer us nuch nore chance of
harnonising the needs of growth and enployment with that of basic
rnininun needs provision.
1.4 4 final nrea where there has been error in development
priorities has been concerned with the réquirement of price
stability. Now, it is perfectly clear that a rigid adherence
to an absolutely stable value for the rupee is neither
particularly inportant nor particulafly intelligent. However,
rapid inflation is undoubtedly counterproductive from the
point of view both of growth and socisl justice. Thus, we nust
not plan in such a manner that serious price rises beconme
IMPLICIT in the planning ~llocations themselves.. By and large,
this meens two things: (a) adequate attention to securing
increases in supplies of essential commodities sufficient to

neet the incre-nsed noney-denand for such goods without
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inflationary price-rises and (b) adequate stress on the
process of resource-nobilisation and resource~spending by the
Governnent,

What we have said before concerning our developnant
priorities assures that requirement (a) - adequate supply of
wage goods- would be tsken care of. The requirement (b) naturally
gives more trouble.

We must notc that the estimation of the resource=-
mobilisation necds have to be studied at two levels. First,
there is. the question of the aggregate mobiliaation of
development resources. This equals the sum of private sector
investments plus public sector investments plus non-investment
development expenses by the government. Secondly, there is
the quesfion of the mobilisation of development resources by
the government itself which equals government revenues minus
non-development expenses of the government, with an allowance
(if any) for deficit finemce.

We believe that the criteriz for non-inflationary
development finance, at the two levels of analysis, are the
following:

1. total development investments (aggregate
developmental outlays minus non-invostment
deveclopment spending of the government) must
not exceed private sector savings plus public
sector savings plus net foreign investment;

2+ development outl ays of the government must
not exceed government revenues minus non-
development expenses.

Cleerly, then, the resource- availability position c¢an be

improved through mcasures which

l. raise the proportion of public sector snvings
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to public scctor product,

2, raise the proportion of private sector
savings to privatc sector product,

3. raise the weightage within the cconomy of
£hat sector which has the higher propensity
to save (public sector),

4, raise government rcvenues as proportion
of nntional income, and

5. reduce the ratio of non-development
expenditure of the government to government
TEVENUC S
The problem of development finance involves limiting
aggregate investment and development outlays of the govefnment
within the limits specified; after having done cverything that

may be reasonably expedted to improve the resources- availability

situ~tion.

Section 2. The New Priorities in Development

The discussion above implies a new set of revised
developmentel priorities which have been incorporated in the
people's Plan. These will be summarised below for ready
reference,

First, we believe that in order to secure en
adequate expansion in income as well as employment opportunities,
it will be necessary to fully explore growth possibilifies in
agriculture (primerily ) and in the services sector ( secondarily).

Secondly, the growth rates for industrial output
in gencéral end of capital goods in particular should not be
treated as independent ends and should be derived primarily

from intersceetoral beal ance requirements.
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Thirdly, provision should be made for an adqquate
control of population expansion primarily in the interest of
an earlier target date for meeting basic needs minima.

Fourthly, basic¢ minimum needs targets in physical
terms should be incorporated in the planning process and
progress towards each minimum necds level nust be specified for
each planning period.

Fifthly, both aggregate investment and government
developmental outlays must be kept within limlts set by
resource availability.

Glven a commitment to the above priorities it should
be possible to secure much nmore satisfactory results in the
coming 15 years than we have done in the past,.

Basic Strategy of the People's Plan

Effective mass participation in economic growth: this
is the centrdl objective of the People's Plen. Unless this
fundamental aim is seriously and consistently pursued, therec
is no prospect for significant improvement in mass welfare
standards.

The unequivocal experience of antl-proverty prograines
in both rich and poor countries- attests to the truth of
this proposition. Neither the provision of social welfare
benefits to poor households, nor the establishment, at public
cost, of community utility services in poor neighbourhoods
or settlenentss, has a perceptible long-terms impact on ihe

welfare of the recepients, unless acconpanied by growing
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productive involvement in expanding sectors of economic
activity.

Consequently, so long as the productive involvement of
the Indisn 'People! in expanding sectors of economic activity
remains st its present low level, st-ndards of mass welfare
cannot possibly improve. Neither an acceleration of the rate
of growth, nor the strengthening of 'redistributive measures'
nor fin~lly the expansion of socizl welfare activities of the
St-~tey will msake a significant diffecrence.

The above is not memnt to deprccate the usefulness of
efforts currently being made to provide social welfare benefits
md to develop 'minimum essential community serviees' for the
poor. Rathers the intention is to emphasise the transccndent
importance of productive involvement of the people as an
instrument for raising mass wclfare standards.

By 'productive involvement' of the people we mean
their becoming cngrged in worthwhile economic activity!
(either as wege workers or as self-employed) in sectors
where cconomic opportunity is expanding as a result of economic
growth. The queslificntion about the ecessity of the productive
involvanent occuring in cxpanding scectors is important.
Enployuent in.doprcssed scetorss or sectors beinp graduzlly
weokened by economic development is in itself a highly
intractiblec cconomic probleme. If nass welfare standards are
to be raised in the long runs it is in prosperous =and growing

sectors of the ecconony that their employnent nust be found.
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Howcver, in order that opportunities for employnent/
self-enployricnt being created by the proeess of ceononic
growth may be effcctively utilised by the !'people' of a poor
country, they need to be of an approprinte type. This means
in effcet that (a) the jobs should be suitsble for unskilled/
seni-skilled workcrs and should require only 'mininel' retraining
and that (b) the self-cuployment opportunities nust be viablo
at low levels of techno entreprencurial sophistication and to
require only node anounts of investible capital.

The problenm with nodern econonic growth in g less
developed naticn is preciscly that (nost of ) the new ccononice
opportunities being crested are of a very different typce
Typically they require cffcctive acculturaturationto a
nnechanical~capitalist civilisation, ocmphasis technical skill
and nanagerial sophistication and usually involve falrly hcavy
investments of capitale

This mismatch of the type of opportunities being
created and the type of opportunities which cen be effectively
utilised by the 'people! accounts for two features of the
growth process in a less-developed nation: (a) the under-
utilisation of economic opportunities and the consequent low
'spread effect! of investments and (b) the confining of the
major bene}its of economic growth to the small section of the
population who alone are in a position to explolt the new
opportunities,

Plamming of an intensive and comprehensive type,

operating at several hierarchical levels is necessary in order
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to offer n reasonable chance of correcting this basic mismatch.
The central purpose of such planning is to secure a faster rate
of expmsion of economic opportunities that the 'people!
can utilise and to do this in » manner which does not prejudice
or snbotage the long-term capacity of the economy to grow and

modernise.

STRATEGY FOR MASS INVOLVEMENT IN ECONOMIC PROGRESS

The idea thnt planning should eaim at creating economic
opportunities which the people is in a position to utilise
1s, of course, not new. Beginning from the early 'Gandhian!
critiques‘of Indian economic planning through P.C.Mahalenobis's
suggestions in the Draft 2nd Five Year Plan, to the more
recont discussions initizted by Bardhan, Minhass Dandekar aznd
M~thur, the ssme theme has sppenred in meny guises in discussions
on Indien economic planning.

Official policy-mokers have sought to implement the
idea involved through a hbst of special programmes for the
bonefit of the economically less-endowed. There have been
progreamnes for aid to small and marginel farmers, promotion
of cottage and village industries, reservation of output
sectors for small and household industry units, provision of
nationalised bank credit for snall intrepreneurs and artisans
seeking self-enployment and various other schenes of s«n indirect
nature such as the promotion of service and marketing cooperatives,
comnunity developnent and technical extension, adult cducation

and vocational guldences etc.etce,
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Yet, the total effeel of such policies hnve been
relntively negligible, even ~llowing for the relatively
neagre outlay on such initiatives in general. Neither official
planners, nor their critics have been able to come up with
workable suggestions as to how such efforts can be provided
with adequate economic leverage.

It is worthwhile reglising that the needed levercge
can cone fron only one source:s the expenditure of public
noney, It is idle to expect that private spenders and
investors can be persuaded, or even gently coerced through
fiscal policy and adninistretive controls, to either shift
their purchases to the snall-scale sector (domand-stinulation)
or to increase the labour-capital ratio of their planned
investnent (technological chenge stinulating 1abour demand)
in a sufficiently big way to made a noticeable difference to
the character of the growth process. Private consunption and
investrient patterns have a tendency to be extremely stubbormn
in such natters. A decisive role, providing nmassive leverage
of the sort needed; has to be played by public expenditure,

When we spesk of public expenditure providing the
necessary leverages we do not mean a nere raising of outlays
on the type of 'projects seeking to provide more economic
opportunities to the underprivileged'. There are obvious
linits to the extent that such outlays c¢=n be raised without
throwing the plan as a whole out of gear and exposing the
ecohony to serious threats of inflation. While raising outlays
on snall industry, small farming and saall serviece sector

(together called the 'snall scale sector' in what follows)
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upto feasible linits, we shall not remain satisfied with this.
When we refer to the 'leverage! to be exerted through public
spending we mean to achieve something altogether more
substantial.

The brsic leverage mechanisn that we. wish to activate
is (a) to meke the Government the major bu&er whose expanding
denand will provide the growth-impetus to the small scale scctor
(b) to restructurc Governnent spending in order to provide for
both a massive cxpansion of lebour-intensive public works and
for a risc in the proportion of seni-skilled/unskilled work
foree in Government progremmess particul arly of the 'welfare
type end (c) to intensify the forward and backward input-
output linkages bctwecen the Public Scctor snd the small scale
scctor,

Subsidiary strengthening of the process may be achieved
by a sultable combination of following measures:

(d) Requiring each public sector unit so to regulate its input
Furchase =nd output-disposal policies as to secure the maximum
feasible stimulation of related small scale sector activities.
(e) Strengthening =nd expending the system of State_trading
and marketing to handle both the input and output marketing

of small scale sector activities.

(f) Relating the flow of nationalised bank credit to the areas
where small scale sector production is being stimul ated by
State purchase and trading.

(g) Orienting vocational training, technical export advice and
managenent education programmes also to serve the ssame set

of activities..
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(h) Intensifying publice-aided research end development of
technologies viable for small scale enterprises, once agein
concentrating on the sectors to which the leverage is being
applied.

(1) Initiating snd supporting the development of cooperatives,
associntions of small scale producers =nd other forms of
voluntary organisation to achieve both the involvement of
mass~level initiative and the credtion of valid channels of
feedback information conceming the small scale sector
activities.

As would be immediately evident, the application of
'leverage! of the sort described is intended to initiate and
promote a certain specific type of structural change in the
SCOonomy .

As 2o primary impact of the larger production in the
People's Scctor =md the large-scale labour-intensive public
works, there will be both a rapid rise in mass income and
also a faster growth rate of lower ecconomic group incomess
This will create a rapid increase in demand for popul ar
consunption necessitiess, as well as increased demand for
inputs utilised by the Small Scale Sector. A large part of
these demand increases will give rise to second-roﬁnd ' spin off
expansion in both the small scale sector's and Public Sector's
activities. A part will nalso go to stinulate growth in large
scale private sector ~ctivities.

In terns of the structural shift of resources within
the econony, the operation will be associnted with (a) the
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shift of resourccs =zway from large scole private industry
conpeting with the small sczle sector =nd into that sector
itselfy

(b) the shift of densnd away from high-cost consumption goods
tow-rds the production of low-cost nacessaries of nass
consurptions

(¢) an over-all shift towsrds spoaticslly well-dispersed
production and away from sharp regional ~nd local concentrationssg
(d) the retooling of capital goods scector to provide the
cepital goods required by the basic consuaption goods
industries;

(¢) a shift in econonic activity wecightage from larger urben
agglonerates to nun-erous newly energent urbaa/semi#urband
growth foel g

(f) a rapid growth of the intrestructural sector, within
which the increasing shere will be absorbed by State_and
Sa1all Scale Sector (co-operative) activitiesy and

(g) finally, the gradual cnergence of a new kind of econonic
systen in which the Snall Scale Scctor and Public Sectors work
in intensivc coilaboretion and the disappearance of the
rresent econonic order in which the growth of Public Sector
activity supports mainly the large-~scalce privete Sector.

The nllocations of People's Plan II will be guided
throughout by the considerations of (a) neximising the primary
leverage process and (b) following up end providing additionsal
support for the types of structural shift in the ECONOMY

that have been envisageds Certain inplications of such
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follow=up and support need to bz briefly mentioned ot this
stoge.

First, a considerable allocntion will have to be
nade to the provision of social welfeare services to poor
house~holds perticularly in thoée forns which cenable then to
attain ninimun standards of health, information, attitude and
work habit. It will also be necessary to lower the feitility
rates of these households in order to lower their dependency
burdens and to pronote their long run economic propects. Thus,
heavy enphasis is called for on prograunes relating to (prinary
amd adult) educations health nutrition and fanily planning.

Secondly. the growth of seni~urban central placces
would -require adequate investoment in housing =nd urban
developnent, water supply md sanitation, power and transport
and communications,.

Thirdly, in order that the basic consuaption and agro=
input needs are nets the agricultural sector will have to
grow adequately. Since we propose to enphasise the growth
of the productivity of the People's Sector units (small farms)
particular attention will have to be paid on nixed farning,
raising of crop intensity, protection of the agrarian lande
water system, Utilisation of bio=energy =nd bio-nanure,
forest protection and development, etes The allocation
sectors in this strategic complex would bes agriculture and
allied activities, dirrigation and flood control, trmsport
end comnunications, power znd science anl technology. The

forestry developnent target can be further promoted through
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Zllocations on hill a.d tribal area development.

Fourthly, to ensure that producer's good!s needs of
the growing econony are adequately :1et, a sufficiency of
allocation will have to be nmace for the growth of large scale
industrys nainly in the Public Sact-r., The allocation sectors
involved here would be industry =nd ninerals, power and
transport and comunication.

Finally rapid incrcase will have to be allowed for
in sectors cmtributing dircetly to the growth of Peoplels
Scetor nanufactures. The strategic complex includes. the
sectors: villege =nd snall scale industry, science and

technology, power and treasport and communications.
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CHAPTER-III

POPUL \TION AND BiSIC NEEDS

To anticipate future rates of demegraphic expansion
is one of the most difficult excercises since it depends on
such a large number of economic, sociological snd psychological
imponder ables. For non-experts the only possible way through
the tangle of conflicting population estimates is essentially
that of finding the area of 'greatest correspondence of
borned opinion' and the highest degree of prima fncle reasonable=
ness of base-assumptions,.

We observe that in l.D.,1971l, the population of Indila
stood at about 548 million. From this it is expected to grow by
feDe 2001 to a surprisingly wide range of figures. The highest
for 1,D. 2001 is 1035 millions (Dr Jaipal imbanavar's High
Estimate) =nd the lowest is the Reglstrar General of Censuses
Low 1 Estimate of 830 millions, The rsmmge of estimates which
cluster closest together and show the closest correspondence
of base-assumptions. however, are represented by (a) Jaipal
Ambznaver's Low Estimate of 926 millions (b) Hermen Lahn's
Estimate 6f 914 million, (c) The Registrar General'!s Medium.l
Estimate of 924 millions and (d) the Fremont Felix estimate of
922 millions.*d

Interestingly, the Registrar General's Office itself
favours rather the Medium 2. estimate of 945 million by A.D.
2001 and has recommended this as the basis of official

caleul ations. Upto the present, the estimates of Medium 1. and
*] F.ReMehta second India-Econony, Macrniillions, Delhi.
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Medium 2. match so ciosely taat there is little possibility
of en empirical judgement between thom. Indeeds except
beyond 1986, the two estimates do not differ by more than

5 millions, a differential size difficult to be sure of in
any Inter-Census year. Even upto the end of the People's
Plan period 1991-92, the difference between the two estimates
is of the order of 8.7 million in absolute terms or 2.15
per cent only. Thus, only minor differences are made if we
trke the officially~recommended Medium 2 estimates as the
basis of our célculations upto the end of the Peoplels Plan
period.

Our decision, therefore, is to use the Medium 2.
assumption estimate as the basis for calculating what will
happen if the éffectiveness of population policy remains at
its present level, Our estimate of the TIRGET of population
policy is set‘by the Registrar General's Low 2. estimate. This
is so because %f we assume that fertility and mortality are
brought into LONG-TERM Zero~growth relationéhip. by 1986,
the fineal population figure of 852 million is in fairly close
corrcspondence with the Registrar Geneval'!s Low estimate 2.
of 846 million. The ncecessary population figure for this
POPUL .TION EQUILIBRIUM BY 1986 growth path is 656 million for
1981, or only slightly below Medium 1 estimates. Thus, given a
really strong emphasis on population policy-from e DL.1977

(first year of the People's Plan) it should not be difficult
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to shift from the Medium 1 growth path to the Low 2 growth
path and reach a population figure of about 850 million by
1.De2000.

TABELEs NTICIPATED AND TiIRGETTED POPUL.ATION
FROM Z.D. 1971 TC 1i.D. 2001

Year Medium 1. Target Low 2.
1971 547.00 -— 547,00
'1976 605.60 - 600,30
1981 663.30 656 .30 648,70
1986 724,50 702,62 699,70
1991 786420 761,71 751.30
1996 853.80 804,48 799.80
2001 924.30 850,20 846.40

By the end of the People's Plan the population figure would

be either 786.20 (no change) or 761.7L (target level). A

popul ation of about 765.00 million by A.D.1991, giving

a 1992-93 average of 780 million seems a reasonable estimate
for carryihg out per capita progress excércises for L.D. 1992-93
On a similar method, the population base flgures for 1977-78

are 621.84 million, for 1982-83 they are 669,57 million, for
1987-88 they are 725.23 million and for 19292-93, they are 780
million respectively. The quinquennial growth factors are
1.6768 for the first quinquennium, 1.0831 for the second
quinquennium and 1.0755 for the third quinquennium respectively,

Section 2. Basic Need Minima by i.D. 2000-1.

The baslc needs minimum figures for physical
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quantities of outputs or services c-n be derived in two wayse.
One method » is to use per capita needs figures based on average
minimum consumption needs of human beings and to multiply this
by the population figure. This methods though populars
is certainly unsound since it represents or implicit assumption
of perfectly equal distribution of output. Much the better
method is to proceed as follows.

First, let us assume that by i.D. 2000-1, the Indien
Teonomy will reach a per'capita income level at which,
assuming a 6 per cent quinquennial improvement in the shoare
of income going to the lowest 40% = of population,no one
willl remain below the national poverty line. Given the
resultent figure for income increases one can use the known
income clasticities of demsnd to derive figures of output
of goods and services corresponding'to supply-demand
equilibrium for that yenr. These figures are much bettér
estimators of the wvolumes of output actually needed to guarantee
the supply of minimum-needs to the population.

Procecding in this manner we find that in A.D. 2000-1,
India will have to reach a per capita income of about Rs,2850/-
in constont 74-75 prices in order to reach a state of no-
poverty. This corresponds to a national income figure of
R5,202250.00 croress with a population of 8850 million,ras per
Medium 1 estimates, the needed figure will be Rs,262200.00
crores, LS shown later; we find that the planned national
income figure for A.D. 1992-93 is Rs.155762.25 crores and the

corresponding per capita income figure is Rs.1996.95 crores.
if the populetion is 924 jlillion,



Continuing upto L.D. 200(-1 at the smme pace of growth an
aggregate national income of Rs,234208.78 crores and a per caplta
income level of Rs.2755.39 is reached. This 1s rcasonably near
the required figure of Fs2850/- so that the target of no-
poverty by l.D. 2000-1 does not look too impossible., If,
however, the population figure is 924 million, per capita
income by i.D. 2000 will rise only to only Rs.2282.43, so
that the no~poverty aim by i.D. 2000 will become impossible
of attainment, even with growth acceleration beyond 1992-93.
It does not look too unreasonable to project for
a no=poverty per capita income level by i.D. 2001, provided
population can be held within 850 million by that year. We
present below our estimates for aggreg~te needed production
of a number of importsant commodities by l1.D. 2001, on the
basis of source data from the National Commission on

Agriculture.



Sector Unit 1971 Output Needed Output
2000~1
Foodgrmins mn tonnes 94,31 170.09
sugar -dO=- 4,03 10.44
Gur -do- 7.44 13,78
Vegetable 011l  -do- 1.82 4,13
Vanaspati -do- 0.59 1.75
Tea mn.kgs. 213,00 509 .36
Coffee mn kgs. 37,91 104.65
Tobacco -do- 255,00 483,74
Cotton Cloth mn, metres 5832.40 22990.69
Milk ooo tones 21.71 59,98
Eg«s rms 60,40 19667.24
Meat 'oo0 tonnes 0.69 2.13
Fish "oon tonnes 1.61 4,57

Source, National Commission on Agriculture

Report, Part III.

Production figures fpr a number of criftical
industrial goods are similarly derived, from original estimates
by F.R.Mechta- on income-elasticity basis~ on the same no~-poverhy
per capita income estimate of Rs.2850/- for i.D. 2000-1, with
approprinte modifications for pupulation, the figures are as

below.
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Sector Unit 1973-74 Output 1.0.2000-1 OQutput
Iron Ore Mn tonnes 37 218
Coal 0= 79 962
Petroleum ~d o~ Te? 35
Paper and

Board 'ooo tonnes 830 7055
Newsprint 'ooo tonnes 43 11389
Petroleun

Products Mn. tonnes 21.5 176,3
Cement -dO- 1600 164..60
Plastics 'oo_o tonnes 128 6800
Netrogen

Fertiliser 'o00 tonnes 1162 77350
Phosphnate

Fertiliser 'ooo tonnes 350 54584
Drugs and

Pharmaceunls Rss cCTOres 300 4105
Electricity Mn. Kwt, 72000 1233452

(Sources F.R.Mehta~op.cit,
adequately modified for necw
popul ation cstinnstes).

Estinates are als> possible to derive in

physical terns for a number »f critical services, by

applying a nunber of n rns to population figurcs,.

-~ _‘o
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Scrvice Letunl Kecd Nornm

Honlth 197273 2000-1

Doectors 130530 242857 1:3500 persons
Dentists 8400 28333 1:30000 <~do=-
Nurses 82330 170,000 1:5000 -do=-
ANMMS 54000 170,000 1:5000 =d0=
Sanitary

Inspectors. 30060 85,000 1:10000 =do=-
Education 1973=-74

Prianary ‘

Schotls 404780 850,000 - 151000 =do~-
Secondary _

Schoals 91990 170,CQ0 1:50C0 =do=-
Ssnitation

Safe

Drinking

Water Supply

(hme. litres) 25,4C0 340,000 mn.lites 40 litres a dsay

PEI' pPerson.

Housing

Standard .
Hobibble 61624 17¢ceee 1l unit per 5
Units('o20's) persons.

Sourcess Droft Fifth Five Yenrr Plans
F.R.Mehta, second India Seriese
Eeononye. Maciiillean, New Delhi
Annual Report of Health and Fanily
Housing Prograimes, 1974~75,.



CHAPTER- IV
RESOURCES FOR DEVELOPMENT

People's Plan II will cover the 15-year period from
1977-78 to 1992-23, What would be a reasonable estimate of
the quantum of resources which may be mobilised in this period
for developnent outlays? To find an UNAMBIGUOUS answer to such
a question is difficult for two reasons. First, the pace and
pattern of econonic growth during the period 1ltself deternine
the size of the economic base from which resources can be
nmobilised. Secondly, the degree to which resources will
actually get nobilised will also depend on whether or not we
can secure significant inprovenments in the efficiency of
resource-nobilisation mechanisns. Renenbering, then, that
ANY estinate of resource nobillisation depends on assunptions
nade gbout these two areas;, let us get on with the job of

estimating the resources available for People's Plan II.
Section 1. Domestic Savings and Investnents.

Considering the problen of resourcesy, first, at
the nacroecononic level, we note that the ratio of DOMESTIC
SAVINGS to national product will depend prinarily on three
Tactors: the rate of saving of the private sector fronm its
own inconme, the rate of savings fron public sector inconme and
the ratio between the incones of the two sectors. In 1977-78,
the first year of the 1lb-year planningcperiod we visualise,

national income (GDP) will be in the enviromient of Rs.65,000



crores at 1974-75 prices. Out of this, about 16 per cent
(R5,10,400 crores) will be in the public sector and the rest
(Rs.54,600 crores) will be in the private sector. In 1973-74
the last year for which detailed data are available, the
private sector propensity to save was about 19,01 per cent
(gross private savings divided by gross private sector
product) and the public sector propensity to save was about
23,70 per cent (gross public sector savings divided by grdss
public sector product). The gross domestic savings level for
the national cconony equalled about 17.20 per cent. Assuning
that sectoral savings ratio do not significantly change upto
1977-78, the gross donestic savings ratio will equal about
18,08 per cent in 1977-78.

If we take about 18.00 per cent as the gross domestic
savings ratio at the beginning of the People's Plan, we can -
assuwie that in the initial 5 yesrs or sos, it should not be
difficult to sustain an investment level of roughly 18 per
cent of national income 'on average'. Given a proper allocation
of this investnent, it whould not be too difficult to secure
a growth rate of about 5.5 per cent, with an increnmental
capital-output ratio of around 3.3:1, which is only slightly
below the 3.5:1 ratio assuned by our plamners for the Sixty
Plan period projections.

On this basis, the aggregatc gquanta of donestic savingé
will be Rs,1170C.0C crorces in 77-78, Bs.12343,50 crores in
7879, Rs.13022,39 crores in 79-80, Rs.13738.62 crores in 80-~-81
md Rs,14540.66 crores in 81-82, with a five-year total of
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Rs.65345,17 crores. In practice, we will expect actual savings.
to be somewhat lower in the ear.'lier yerrs and somewnalt above
the trend in later vears. By and larges, however, an investrnent
outlay of Rs.65345.17 crores or thereabouts does not seon
inpossibly high.

In 1982-83 we shall ekpcct the ratio =>f private to
public sector income to have shifted to around 80:20. Asswiing
a 5 per cent uptrend in private saving proponsities mnd a 10
per cent uptrend in public sector savings propensities, this
will give a savings propensity for the national econony of
around 19-48 per cent. With such a savings ratioy a growth
rate of no nore than 5.8l per cent will be feasible, even if
the capital-output ratio can be held at around 3.35:1. Sone
neasures of FORCING the rate of savings upwnrds to yleld at
least a growth raote of 6.5 per cent should be contenplated.

The "target" investment ratio for this S-ycar period
will have to be around 21.78 per cente This will leave a 'gap!
of 2.3C between the likely savings ratio and the desired
investnent ratio. By md larges such A gap can be nade up
only through three processes: (a) the inflow of forcign
investaents (b) legal-adninistrative easures for feompul sory
savings' =nd (c¢) deficit finmce. For an 'acccleration phase!
it is permissible to have recourse to such forcing techniques~
but these cannot be naintained as permanent parts of the
resources-nobilisation pattern without jecopardising the
deveiopment process. Jfhusy; it will be useful to consider

whether the pace attained during the 'accelerastion phaset', or
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slightly below can continue post-acceleration-phase without
requiring the continuance of speeclal neasures.

Supposing a 6.5 per cent annual growth rate was
sccured during the acceleration phase, national GDP would have
risen Tron Rs.84955 crores to Rs,116396.84 crores by 1987-88.
Over the 1l0-year period, then, the averege ennual rate of
growth would have been around 5.98 per cents ors roughly 6
per cent. Is a 6 per cont growth rate feasible for the 1987-88
to 1992-93 phase without involving recourse to "special neasures"?

We can assume that by 1987-88, the ratio of public
scetor's contribution to GDP would be around 22,5 per cent.
Allowing a 5 per cent rise in private savings propensities
and a 10 per cent rise in public saving propensities over
the quinquennium 82-83 to 87-88, we have a national savings
propensity of 20.96 per cent. With a capital-output ratio of
3.4:1, this would 2llow an average annual growth rate of
6.16 per cent. Thus, after the "acceleration phase" we can

safely allow for a phase of relaxation and return to full
stabilitys, even without recourse to forced-saving méasures.

Let us now examine the resource-mobilisation pattern
over 1982-83 to 1992-93. First comes the acceleration phase
with investment and growth rates being 21.78 per cent and
6.5 per cent respectively, but the non-forced domestic

savings rate being only 19.48 per cent. The required invest-
ment components are Rs,18503.20 crores, Rs.19705.91 crores,
Rs.20986,79 croress [5.22350.,93 crores and Rs.23803.74 crores

respectivelys a total of 7s,105350.57 crores. Unforced
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domestic savings over the same pariod will be Rs.16549.23 crorcs;,
Rs.17624,93 crores, Bs.18770.55 crores, Rs.19990.,64 crores and
Rs,21290.03 crores, - a total of ™,94225.38 crores. The "gap"
thus being Rs,11125.19 crores or about 1l0.56 per cent of the
gquantuwn of savings required. About 40 per cent of the gap can
prohably be covered by 'compulsory saving'! devicess a further
35 per cent to 40 per cent by "foreign aid" and about 25 to

2C per cent by "monetary expansion",.

For the 'stabilisation' quinquennium we posit a growth
rate of 6 per cent and a savings propensity of 20,96 per cent.
This allows the following quanta of domestic savings: Rs.24396.78
croress Rs.25860,59 crores; Rs,27412.,23 crores, Rs.29056,96 crores
and Rs.30800.38 crores, successively- the fif/e year total being
Rs.137526,94 crores.

From the ne:;ct chapter we observe that with average
annual grbwth rates of 5.5, 6.5 and 6.0 per cent over the three
- phases actual investment requirements are of the order of
Rse65149.03 crofes, Rs,105081.99 crores and Rs.133791.74 crores
respectively. Readjusting, acéordingly, we come to the following
pattern of savings- investment balances:

a) for the First plan, mobilised savings of

Rs,65345,17 crores exceed required savings of

Rs.65149.03 croress so that the allocations are

evidently feasible;

b) for the Second Plan, normally mobilised

savings fall below investment requirements of

Rse105081.99 crores, by Rs.1l0856.61 crores (10.33 per cent)

- 26
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the gap is made up’ by Ps.4342.64 crores of compulsory
savings Rs.3799.8l crores of foreign aid and Rs.2714.26
crores of deficit financey

¢) for the Third Plan, mobilised savings at
%5,137562.94 crores comfortably exceed requirements

of Rs.133721.74 crorcs.
Scetion 2, Foreign Exchange.

We start off in 1977-78 with an imports-to-GDP
ratio of agbout 8.55 pecr cent and an exports-to-GDP ratio of
about 6.32 per cent. This gives a commoditics trade gap of
2.23 per cont of GDPy a figure of around Rs.1450 crores.
Although this gap was presently being adequately bal anced by
increased net capital inflows and net repatriations of income
from sbroad, it is likely that the gap may tend to widen
seriously once growth rates begin to accelerate.

Our cxanination of cxport prospects do not held out
nuch hope of cexport incrcascs faster then 5.0 per cent in the
first 5 years, 5.5 per cent in the second 5 years and 6.5 per
cent in the last 5 years of the Pecople's Plan., With a stable
imports- GDP rclationship, this will create the following

situation.

Ycar 1977-78 12982-83 1987-88 1992-93
Ratio of

Inports to GDP 8&,55 8455 8455 8.55
Ratio of |

Exports to GDP 6,32 Gel7 5,88 Ge02
Gap to GDP 2.23 2.38 2.67 2,53

Absolute Gap
in Rs. crores. 1449,50 2021.93 3107.80 3940.78

---- 7
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Instead, we would like to see that the Gap was cut down

to a size that could continue to be easily covered by net
foreign cxchange inflows on the capital account. Assuming that
we take Rse1500 crores as the maxinun allowable import-cexport
gaps, the allowable imports turn out to be Rs.6741.22 crores
V(82-83),1%.8344.13 crores (87-88) sand Bs.10876.89 crores (92-93)
Thus, for rcasonable foreign trade gquilibriun, the imports-
GDP ratio must drop successively to 7.94, 7.17 and 6,98

per cent in 82-83, 37~88 and 92-93 respectively.

Interestingly enough the long-term task of dropping
the imports-GDP ratio to 6.98 per cent by 1992-93 is not
difficulte It is far more difficult to achieve the dropping of
the ratio to 7.94 by 82-83. We believe not even if the long-
range target is attained, the value of the ratio will be
nearer 8,00 and 7.27 in 82-83 and 87-88 respectively than the
required vaiues. This means that the 'GAP' rises from Rs,1450
crores in 77-78 to Rs,1554.68 crores in 82-83, to Rs,1617.92
crores in 87-88 and would only drop to Rs.1495.32 crores by
92-93.

Consequently, it seems Inevitable that some pressure
on foreign exchange resources will be inevitable between
82-83 to 87-88, This also accords with the coincidence of a
net deficit of domestic savings with respect to Investments.
However, by the end of the "stabilisation" period, the crisis
in foreign exchange would be firmly under control.

Thus, we see that the rescurce position does not
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rule out the type of development envisaged. Although we
begin modestly, with a 5.5 per cent grovth rate and well
within resources limits, our effort to accelerate in the
next phase to a 6.5 per cent growth rate immediately leads
to resource strain. However, the risk is deliberately
taken and the tension duly relieved through a relaxation
phase szt 6.0 per cent growth rate. This process of start-
accelerate-stahilise allows us to achieve an over-all 6.00
per cent growth rate without seriously straining resources.
We shall return to the question of resources after
the chapter on growth-patterns and outlays. At that point
we will be in a better position to appreciate the problem
of developmental finance~not in the sense treated here, but
in the sense of achieving the intended sharing of resources
between the private and the governmentsl components of the

oconomy.



CHAPTER -V
GROWITH PATTERN AND OUTL.AYS

The Pcople's Plan IT covers the 1S~ycar period starting
1977-78, its targets being sct for 1992-93. The whole period
is subdivided into: the Transition Plen (1977-78 to 1981-82),
the LAcceleration Plan (1982-83 to 1986-87) and the Stabilisation
Plan (1987-82 to 1991=922 ). We have assumed a broad pattermn of
growth of 5.5 per cent a year in national income for the
Transition Plan, 6.5 per cent a year for the Acoceleration Plan

and 6.0 per cent a year for the Stabilisation Plan.

Section 1. Lggregate Income

This means that aggregate national income (GDP at
constant 74-75 prices) is expected to rise from Rs.65000 crores
in 1977~78 to Rs,84955 crores in 1982-83 T Rs.116396.84 crores
in 1987-82 and finally to Rs,155762.25 crores in 1992-93., Over
the Transitional Plan, income rises by Rs.19955 crores; over
the Acceleration Plan by Rs.31411.84 crorecs and over the
Stabilisation Plan by Bs.39275.41 crores.

Section 2. Sectoral Growth; .griculture

Over the Transition Plan 45 per cent of the growth
is expected to occur in agriculture. Thus, the increment in
agricultural income would be Rs.8799.75 crores, from Rs.31525.00
crores to Rs.40324,75 crores. This will require an average
annual growth marginally above 5.0 per cent per annum. Over
the Acceleration Plan agriculture will account for 42;50 per

cent of growth. This will involve a rise of Rs,13362.78 crores

———— D
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to Rs.53687.53 crores. The average annual growth rate would
be just below 6.0 per cent. Over the Stabilisation Plans
agriculture will account for 40 per cent of growth. This

will mean a rise of BRs.15710.16 crores to Rs,69397.69 crores in
1992-93. The average annual growth rate will be just below
5.3 per cent. The share of agricultural output in total output
will be 49.50 per cent in 77-75, 47.47 per cent in 82-83,
46,12 per cent in 87-80 md 44.5C per cent in 92-93,

Within sgriculture, the share of foodgrains production
will drop from 41.24 per cent to 38.24 per cent. This yields an
increase of Rs.2419.20 crores from Rs,13000.00 crores to Rs.15420.18
croress with an average annual increase rate of marginally
below 3.5 per cent. Over the lceceleration Plan, the share of
foodgrains will drop to 33.24 per cent. Thuss the level of
goodgrains output value will expand to Rs.17845.73 crores, an
average annusl rate of growth slightly below 3.0 per ccht.
Finally the ratio o»f foodgrains output to agriculture will
drop to 20 per cent,; so that foodgrains output value will rise
to Rs,10431.35 crores. This gives an annual average growth rate
of about 1.7 per cent or slightly above.

On the other hand the value of aninal husbandry
and fishing will rise by an annusal average rate of 6.0 per
cent over the Trensitinal Plan, 7.5 per cent over the
Liceeleration Plen and G.0 per cent over the Stabilisation Plan,.
Thus from Rse3900 crores in 77-70 it will rise successively
T2 Rse5097.3 crores in 82-03 to Rs,7317.68 crores in 87-58 and.
to Rs.10751.07 crores in 92-93.
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Thuss the rest of sgricultural output will rise from
Bs5,14625 crores in 77-78 to Rs,19807.27 crores in 82-83; to
FRs. 286524412 crores in 87-88 =nd to PBs.39214.47 crores. The
average annual growth rate will be Jjust above 6.2 per cent
during the Trensition Plan, slightly =bove 7.5 per cent in the
Acceleration Pl-n and, ﬁarginally below 6.6 per cent for the

Stabilisation Plan.

Section 3. Sectoral Growth, Industry

Industry will acccunt for 25 per cent of growth in
the Transitions Plans, 27.5 per cent in the icceleration Plan
snd 30 per cent in the Stabilisation Plan. This merns that
industrial output will rise by Rs.4988.75 during the Trensition
Plans, at an average annugl rate of above 7.5 per cent reaching
Rs.16363.75 crores in 1982-83. In the lcceleration Plan the
increase will be to Rs.a25010.26 crores, =n average annual rate

_of above 8,8 per cent. During the Stabilisation Plan industrial

. e

()

output will increanse to Rs.36792.88 crores at an average annual
growth rate of slightly below 8.0 per cent.

Consvmers' goods production will grow at 6.5 per cent
a year dquring the Transition Plan, at 8.0 per cent a year during
the Accelerstion Plan and at 7.0 per cent a year during the
Stabilis~tion Plan. This will allow Consumers' goods output
to grow from Rs.4550 crores in 77-78 to successively Rs.6233.96
crores in 82«83, t0 Rs.21592,55 crores in 87~-83 and to Rs.12847,18

crores in 1992-93.
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Capital goods production will rise at 8.0 per cent
o year over the Tronsition Plan, at 9.5 per cent a year over
the Leceler~tion Plan and at 8.0 per cent a year over the
Stabilisation Plane This will lead to a rise in capital goods
production from Rs.2502.50 crores in 77-78 successively to
R5.3696.92 crores in 82~83, to Rs.5788.21 crores in 87-88 end
finally to Rs.8504.62 crores in 92-93.

Intermediate goods production will rise in value
from Rs.4322,50 crores in 77-78 successively to Rs.6452.87 crores
in 82-83., R5.10062.5C crores in 87-88 and Rs,15441.08 crores in
92-93, The corresponding five-year average annual growth rates
would be approximately 8.4 per cents, 9.3 per cent and 9.0 per

cent per year,

Scction 4. Sectoral Growth; Services.

The services sector will absorb 30 per cent of the
growth incrcment of the Trmsition Plan.. This will meen a Tise
from Rs, 22100 crores to Rs,28266.5 crores (ot an aversge annual
rate of around 5.0 per cent). During the Acceleration Pleans
this will rise to R.37699.05 crores (~t an averege snnual rate
of around 5.5 per cent), During the stabilisation Plan services
sector output will rcach Rs.49591.68 crores (at an average
amnual rate of 5.6 per cent approximately).

Within the services sector, eiectricity output will
grow by 8.0, 9.5 and 8,0 per cent in the three successive plens
reaching values successively of Rse1146.05 crorcs, Rs.1804,11

crores and Rs.2650.78 crores by cnd-People's Plan II, starting
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from a 1977-78 base of Rs,730 crores.

Transport Sector output will rise by 7.5, 9.0 and
75 per cent in successively Plans. Thus starting from a base
of Rse2242,50 crores in 1977-78 it will successively reach
values of Rs¢32192.33 crores, Rs.4853.26 crores and Rs.7110,90
crores in five year intervals.

Construétion will grow by 6.5 per cent in the
Transition Plan, by 7.0 per cent in the Acceleration Plan and
by 7.0 per cent in the Stabilisation Plan. This will allow it
to reach output value levels of Rse3740.37, Rse5246.24 and
Rs,7358.38 crores starting from a base of Rs.2730 crores in
1977-78.

Residual services will grow tolh.20160.75lcror65s
Rs«25695.,44 crores mnd Rs.32451,.,02 crores sterting from a base=-
iine of Rse16347.50 crores. The aversge annual growth rates
would be around 4.3 per cent, 5.0 per cent and 4.8 per cent

approximately.

Section 5. Structural Change, flgriculture,

Over tihe 15-year period, the following structural
shifts will take. place over the agricultural sector of the
economy. Foodgrains output share will fall from 20 per cent
(77-78) to 12.48 per cent (92-93), its average sectoral growth
rate being about 2.7 per cent per annuam. Animal husbandry
and fishing output's share will rise from 6.,00 per cent
(77-78) to 6.79 per cent (92-93), the average annual growth

rate being just below 7.0 per cent. Residual agriculture,
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including non-food field crops and plantations output, will
rise from 22.5 per cent to 25.19 per cent, with an average
annual growth rate of around 6.8 per cent. Agriculture's
share as a whole will f211 from 48.50 per cent to 44.58 per
cent. Its average annual growth rate will =mount to around
5.4 per cent for the 1b5-year period.

The relevant structural changes reflect the impact
of very rapid development in animal husbandry and a only
slightly less rapid development in plantatiaﬁ and non=-food
field cropse. Food production, although the slowest-growing
is kept comfortably ahecad of population growth. As we shall
seec In the section under programmes for agriculture, these
structural shifts are exactly those being regarded currently

desirable snd feasible by Indian experts in agronony.

Scetion 6. Structural Cheange, Industry.

Industrial output's share in GDP will rise from 17.50
per cent in 1977-78 to 23.63 per cent affording scope for
average mnual growth rate of above 8.1 per cent over the 15
year perlod. Consuners' goods production will grow by slightly
below 7.2 per cent on avernge, increasing its share from 7.00
per cent in 1977-78 to 8.25 per cent. Capital goods output will
grow by around 8.5 per cent, increasing its share from 3.85
per cent to 5.46 per cent. Intermedinste goods will grow by
above 88 per cent per ye~r and its share in GDP will go up fron

6.65 per cent to 9.91 per cent,
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Once again the structursl change patterm is in line,
as we shall see in the section on Industry sector progrmmnes,
with the objective requirenents and opportunities for industrieal
development in this country. By md large we observe here a
concern for rapid increasc in consunption goods output coupled
with an adequate care to cover capital goods smnd intcrmediste
goods needs for the econony as a whole.

It is interesting to observe that the share of the
capital and intermediate goods sectors rise even without any
EZPLICIT PRIORITY placed on their developnent. This indicates
that the requiremnents of intersectoral bhalonce impose upon the
econonic systenn a CERTAIN DEGREE of relative enphasis on
producer's goods sectors. Where we have differed is obvious
when we see that the growth in the consunption goods sector
none-=the-less procceds FASTER than the economy as a whole,
whereas if we take the fifth Plan estinmates, the Pleanning

Cormission mgkes it LAG BEHIND aggregate econonmic growth.

Section 7. Structural Change, Services.

Servicos Sector out declines as a share of national
inconme, from 34 per cent (77=78) to 32.49 per cent. However,
this aarginal decline still leaves adequate scope for an
average annual growth rate of around 6.1 per cent.

The najor infrastructural services get adequate
cnphasis with canstruption increasing its share in the nationgl
product from 4.2 per cen? to 4.72 per ccnt, electricity production

increases its share from 1.20 to 1.70 per cent, trensport
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incrcases its shrore fron 3.45 per cent to 4.56 per cent.
Rosidusl services grow at <£.7 per cent on avernge, their share
dropring fron 25.15 per coent to 20.83 per cent over thé 15-ycar

periond.

Scetion 7, Outlays for Lgriculturec,

The foodgrnins production sector has an over-all
incrcase of Bs.6431,35 crores over the 15-year period. Of this
the first five years accounts for Rs.2420.18 croress the second
five yerrs £or Rs,2425.55 crores snd the last five years for
Fs.1585.62 crores. The outputecapital ratio in this sector was
3.13 per cent over 1960-61 to 1973-74., We shall assume this to
be 1:¢3.15, 1:3.20 and 1:3.25 in the three Plan periods,
reflecting a gradunl increase in the capitsl-intensity of food
production., For the foodgrains sector, then, investment outlays
would sriount to Rs.7623.57 croress Rs,7761.76 crores end Rs.5153.27
crores respectively over the three Plans, yielding a total of
Rs. 20538.60 crores over the entire People's Plan.

The mninal husbondry and fisheries scctory, with
planned increments of Rse1197.30 crores, Rse2220.38 crores and
Rs.3254,19 crores respectively over the threc Plan periods, had
A output-cepital ratio of 1:2.38 during 1960-61 to 1973-74.
Allowing this ratio to stmnd respcetively at 1:2.50, 1:2.60
and 1:2.75 respectively in the three Plans- the rise being
Aue nainly to modern inputs- the outlay requirenerts work out
0 Rs.2993.25 crores, Bs.5772.98 crores md Rs.8949.02 crores
respectively. The total Pecoplets Plan outlay isIE.17715.25

CIrores,
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The "rest of agriculture" accounts for growth of
Rs. 5182427 crores, Rs.8716.85 crores and Rs.1G6920.35 crores
respectively. _ Outputecapital ratio for 1960-61 to 1973-74 was
1:3,5 in this area. We shall assune that the relevant output
coapital ratio will be 1:3.5, 1:3.55 md 1:3.6 for the three Plan
Perinds. The required osutlays are Rs.18137.26 crorcs rcspectively.

Aggregate People's Plan >utlays are Rs.87568,03 crores.

Section 8, Qutlays on Industry.

Consumers' goods production increases in the three
Plan periods by Rs.1683.96 crores, Rs.2925.59 crores and
Rs.3687.63 crores respectively. The outputecapital r-~tio for
consumers' gﬁods is in the environment, at present; of 1l:3.6
1:3'.5 and 13:3.45 respectively, its falling capital~output
ratio reflecting the deliberate promotion of lighter and
smaller-scale techniques. The respective outlay requirements
ai‘e Rs.6062;26- crores, Rs.10239,57 crores and 12722.32 crores
‘r;espectively. The total Pcople's Plan outlay is Rs.29024.15
crores respectively.

The incrcments of Intermediate goods output in the
three successive Plons are Rs,2130.37 crores,; Rs.3609.63 crores
snd Rs,537¢+58 crores respectively. The known output-capitel
ratio for this sector is l:4.42. We believc that this can
be held around 1:4.4 for the three Plans. Thus, requirecd
oﬁtlays are Rs,9373.63 croress Rs.,15882.37 crorecs and Rs,23665,75
" ecrores respectively. The People's Plan total outlay is
Rs.48921,75 crorese.

mmmm= 5O
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Capital goods production is planned to increase by
1174.42 crorcss Rs.2111.29 crores and Rs.2716.41l crores respectively.
With the output capitel r~tio being assumed held stable at its
present level of 1:4.,6, the Plan outlays on tnils account are Es.
5402.33 crores, Rs.9711.93 crores and Rs,12495.49 crores
respectivelys. Total allocatieons for the People's Plan period

cqunls Rs,27609.75 crores.

Section 9. Qutlays on Services.

Eloctricity output increases by Rs«366.05 crores,
Rse658.06 crores =nd Rc.846.67 crores rcespectively. With an
output-cepital ratio held at its current level of 135.2,
the required outlays samount to Rs.1903.46 crores, Rs.3421.91
crores md Rs.4402.68 crores. The People's Plan total is
Rs.9728.,05 crores.

Tr msport sector output grows from a base of Rs,2242.5
crores by Rs.976.83 crores, Rs.1l733.93 crores and Rs,2157.64 crores.
At mn mutput-capital ratio of 1:3.5 for the first, 1:3.6 for the
second and 1:3.7 for the third plan period- the rise reflecting
the inevitable mechmisation of transiaort— the outlsys are
Rse3418.91 crores,Rs.6242.15 crores and Rs.7983.27 respectively.
The People!s Plan totsl is Rs,17644.33 crores.

Construction scctor output grows by Rs.1010.37 crores,
Rse1505.87 crores end Rs.2112,14 crores respectively in the
thrce Plans. JAssuming the sectoral output-capital ratio of
1:5.6 being held constants required outlays ~re Rs,5658,07

crcres, Rs.8432.87 crorcs and Rs.11827.98 crores respectivelye.
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The People's Plan total is Rs.25918.92 crorcs.,

Capital output raotios arc very low in the residusal
services sector, these being more dependent on the levels pf
non-inve stment developmént allocations. Allowing an output-
capital ratio of 1:1.2, as previously observed, the needed
outléys are Rs,4575.60 croress Rs.664] .63 crores and Rs.8106.70

crores respectively.

Séction 10- Total Plan Outlays

For the Transitional Plan the Sectoral outlays
totnl Rs.65149,03 crores, which is expucted to secure an income
increment of Bs.19955.00 crores. This implies an aggregntive
output-capital ratio of 30.63 per cent and an average

investment~income ratio of 17.26 per cent.
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THE TRINMSITIOK PL:N (1977-78 TO 1982-83) Rs, CRORES 74-73.

Scetor Output 77-78 Output 82-83 Outlays.
Food 1300000 15420.18 7623 .57
ininal

Hushondry 3200 .00 5097.30 2993.25
Rest

Lgrieculture 14625,0C 198C7.27 18137.95
AGRICULTURE 31525.CC 40324,75 28754.77
Consumcr

Goodse 455C 0 6233.96 6062.26
Intcmediates 4322,5C 6452,87 0373.63
Capitsl Goods 252,50 3676.92 54(2.33
INDUSTRY 11375.CC 16363.75 20838.22
Electricity 78CCC 1146.C5 1903.46
Transport 2242.5C 3219.33 3418.91
Construction 2730 o C 3740 .37 5658.07
Other Sarvices 16347,50 2016C .75 4575,6C
SERVICES 22100 CC 28266 ,5C 15556 .04
GR.IND TOT'L 6500 (0 84955.CC 65149.C3

C:PIT/L-CUTPUT R.TIO 3.26:1
GROWTA R.TE (.NFUAL .VER.GE)5.5 per cent
IrVESTMENT R.IE (LAVER.GE) 17,96 per cent.
For the icceleration Plans the Sectoral outlays
total to Rs.1C5"8l.99 crores, fron which the expected income
increment is Rse31441.84 croresy, thus yielding an éverage
capital- output ratio of 3.34:l. Thus, allowing for the

annual average growth rate of 6.5 per cent, the required



investnent-to incone ratio is 21,71 per cent.

THE 1CCELER.TION PL.N (1982-83 TO 1987-88) Rs.CRORES 74=-75.

Sector Cutput 82-83 Output 87-88 Outlays
Food 15420,18 17245,73 7761 ,76
Animal

Husbandry 597,30 7317.68 5772.98
Rest .gricultureldlC7.27 28524,12 30944,82
LGRICULTURE 40324.75 53687.53 44479 .56
C-Gozds 6233.96 9159.55 10239.57
Intermediates 6452.,87 10062,.50 156882.37
K-goods 3676.,92 575,21 9711 .93
INDU STRY 16363.75 2501 + 26 35033.87
Elcctricity 1146.C5 1804.11 3421,91
Tronsport 3219.33 4953.26 6242.15
Construction 374037 5246 .24 8432.87
Other Services 20160.75 25695,44 6641 .63
SERVICES 28266 . 50 37699 ,05 24738 ,56
GRAND TOTLL £4955.00 116396 .84 105081 .99

C.PIT:L OUTPUT RATIO 3.34:l
LVER.GE GROWTH R.TE 6.5 per cent.
INVESTMENT R.TE (.VER.GE) 21.71 per cent.

The outlays of the Stabilisation Plan total to
Rs,133721,.,74 crores, which is to produce an income increment
' of $s.39275.41 crores. Thus, the increnental cnpital-ottput

ratio comes to 3.41l:1. Given the 6.0 per cent =nnual growth
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rate, the needed avernge ratio of investment to incone 1is

20446 per cent.
T8 STABILISATION PLAN (1987-88 TO 1992-93) at 74-75 Bs, Crores,

Sector Qutput 87-88 Output 92-93 Ouflays.
Food 178456,73 19431.35 51563.27
<ninal

Husbandry 7317.68 10751 .87 8949.02
Rest

Lgriculture 28524.12 39241 ,47 38485.,26
LGRICULTURE 53687 .53 69397 .69 52587455
Consuription

Good s, 9159,55 12847,18 12722.32
Intemediates 10062.50 15441,08 23665.75
Capitnl Goods 578¢ .21 2504,62 12495,49
INDUSTRY 25010.26 36792.8C 48883, 56
Electricity 1804.11 2680.78 4402.68
Ir-nsport 4953, 26 7110.,90 7983.27
Construction 5246.24 735%.983 11827.93
Othcr

Services., 25695.44 32451.02 106,70
SERVICES 37699.05 49571 .68 32320.63
GRIND TOTAL 116326.84 155762.25 133791.74

C.PITAL OUTPUT R.TIO 3.41:1
LJINMULL GROWTH R.TE 6.0 per cent.
INVESTMENT R.TE (.LVERAGE) 20.46 per cent,

For the Pecople's Plan II period as a whole, we have

the following patterns of growth and outlays as shown en the
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following two tsbles. In the first table we show the pattem

of output increases which also gives the accelersation-

decelerntion rates (5-year annual averages) for aach scctor,

The second table shows the pattern of outlays and slso the

proportions of sectoral outlays to the total,

GROWTH P.TTERN IN PEQPLE'S PL.N II

1977-7 1922-83 198728 1992-93
GDP 65000.00(545) R4955,00(645) 116396.84(6.0) 155762.25
Sectors.
Bood 1300C.00(3.5) 15420,12(3.0) 17045.,73(1.7) 19431.35
inimal H, 390C 400 (6 +C) 5097.30(7.5) 7317.62(2.0) 1C751.27
Rest igr. 14625.C0(6.2) 19807.27(7.5) 28524,12(6.6) 39214 ,47
LGR. 31525.00(5,0) 40324.75(6.0) 53687.53(5.3) 69397.69
C-Goods 455C «CC(6.5) 6233.96(C.0) 9159.55(7.0) 12847.18
I-Goods. 4322.50(C.4) 6462.,27(9.3) 10C62.50(9.0) 15441 .08
K-goods. 2502.5082.C) 3676,92(9.5) 5780 21(0.0) 85n4,62
INDUSTRY 11375.00(75) 16363,75(C.2 25010.26(2C) 36792.28
Blectricity 7CC «CC(84C) 114640 5(9,.5) 1804411(2.C) 2650 ,72
Transport 2242,5C(7.5) 3219433(9.0) 4053,26(7.5) 711¢ .92
Construction 273C.CC(6.5) 374 37(7.0) 5246 424(7.C) 7352,30
Other . '
Services. 1694745C (443) 2160, 75(5,0) 25695,44(4.%) 32451,.C2
SERVICES 2210C 0 (5.C) 20266450 (545) 37699.05(5.6) 49571 ,.6¢
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OUTLAYS PLTTERN IN PEOPLE'S PLAN II

TRANSITION
PL AN
Food 7623,57(11.70)
inimal
Husbandry 2003,25( 4,59)
Rest

“griculture 18137.95(27.84)
L GRICULTURE28754.77(44.14)

C-Goods 6062.26(9.25)
I-Goods. 9373.63(14.39)
K=-goods, 54024,33(8,29)
IMDUSTRY 20838,.22(31.99)

Electricity 1909.46(2.92)
Transport 3418,01(5.25)

Construction 5658.07(2.68)

Other

Services. 4575,60(7.02)
SERVICES 15556,04(23.82
TOTAL 651490,03(100.00) .

Section 1ll.

ACCELERATION
PLAN

7761 .76 .(7.32)

5772.,98(5,49)

30994.82(29.50)

44479 ,56(42.33)
10239.57(2.74)
15822.37(15.06)
9711 .93(9.24)
35833.87(34.10)
3421.91(3.26)
6242.15(5.94)
8432.87(2.03)

6641 .63(632)
24730 ,56(23. 54)

105081 .,92(100.00)

~ comparison of the Plans

STABILISATION
PLLN

5153.27(3.85)
8949,02(6.69)

38485,26(28,77)
52587.55(39.31)
12722,32(9.51)
23665.75(17.69)
12495.49(9.34)
48823,56(36,54)
4402.68(3.29)
7983,27(5.97)
11827.98(8.84)

8106,70(6,06)
32320.63(24.16)

133791 ,.,74(100.00)

We are now in a position to appreciate the pattemn

of development aimed at and the developmental logic behind

this pattern. The Pcople's Plan II period- with its over-all

theme of anti-poverty and basic-needs provision strategy=- is

packaged into three parts, each having its own sub-theme,
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The MAIN EMPHASIS of the TRINSITION PLAN is to
correct the imbal ances r«sulting from nrevious planning and to
put the economy in a position for accelerated growthe As a
result, its stress is an food-production and the wage goods
industries. Jligriculture as a whole also receives its highest
emphasis in this Plan, absorbing 44.14 per cent of the outlsgys.
Relgtively speakings industrial development gets the least
emphasis in this Plan, absorbing 31.99 per cent of outlgys.
Services sector development 1s pmphasised, with the percentage
of outlay (23.88) being the second highest of the three Plans.
In keeping with the necessity of early emphasis on population
control and soclal services developments the soclal services
sector secures relatively the highest percentage of qytlays
(7.02) in the three Plans. Since this Plan is mainly
preparatory in spirit, the growth rate aimed at is modest
(5.5 per cent) =nd well within resources limits,

The LCCELERATION PL.N shifts the emphasis to
accelerated growth, still with primary emphasis on the growth
of wage=goods production, which gets the largest proportion
.of outlay (D.74. per cent) among the three Plans. In agriculture
the share of animal husbandry and non-food crops rises, whercas
the ?elative outlay on food production declines rapidly. .is a
by-product of faster growth thc outlgy sharcs of intcrmediate
goods and capital goods sectors go ups as well as the share the
infrastructural services of clectriecity and transport.

The relative emphasis on construction fzlls marginally but
its actual growth rate in this period is higher than in the

previous plan. The aggregate r-te of growth is high (6.5 per
— ®
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cent) and the ground conceded by slower growth in the First
Plen period is rapidly made up.

In the STABILIS.LTION PL'N éeriod, the economy
slows down slizghtly =md conccntrates on the maintenance of
a long-run stable rate of growth of 6 per cent. In pursuit
of long-run balo-nce conditions, the growth rates of intermediate
ad capital goods scctors gets relatively highest emphasis in
tcras of proportions to total outlays. Outlays are also
relatively the highest for infrastructural services- electricity
transport and construction. Progress also begins in earnest in

reaching nced-based minima in housings sanitation and water

supply.

Section 12, Public Outlays and Resources.

Investnent outlays in the Public Sector asmount
in aggregate to Rs.38500.090, Rs.62722.69 and Rs.80200.2L crores
out of Rs.65140.03 crores, Rs,105C31.99 crores and Rs.1337901.74
creres respectively., Inclusive of non-investaent developnent
outlays the public outlay figures anount to Rs.51003.49 crores,
Rs,84675,63 crorecs ~nd Rs,102403.93 crores respectively. Thus,
public outlays rise by 62.07% as between the first and the
sccond plans snd by 2C.C2% between the second and the third
plan.

The total outlays nre allocated to programnatic
sectors on the basis of principlcs nade clear in the chapter on
developnental prograamics. Below we spell out the broad pattems
of outlays in a table which indicates the rclative emphasis

placed on cach programmatic sector.
--- 87
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PLAN I FLAN II YLAN IIT Dreft Vth PLAN

AGRICULTURE end | |
Allied Trogrammes: 7798.,29(15,00) 10584-45(12-50) 10840, 39(10.0°) (13.45)

ITMNIGLTION and )

Flood Control 4419, 02(8, 50) 6674.05(8.00) 7046 ,26(6,50) ( 7.20)
2WeEK and network

development, 8838,04(17,00) 14818,24(17,50) 19512,71(18,00) (16.62)
MANUFLCTURES and

Mining, 10327,70(20,00) 18628, 64(22,00) 27100,96(25,00) (24,42)
TRANSSORT and |

communicationss 10137.76(19,850) 17383, 50(20.50) 24390,88(22,50) (19,10)
SOCIAL and

community services: 10397.70(20,00) 15667,99(18,50) 19512,71(18,00) (19,5)
TOTAL OUTLAYS: 51.988,49 84675,63 108403,93
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Clearly we have here a planning process beginning with a
stress on agricultural development, which is gradually
displaced by a stress on industrial development. Emphasis is

naintained throughout on infrastructural development, the

stress itself rising in each plan. The soclal services sector,
although a falling share of total outlays nonetheless gets
sufficient resources.

Turning to the financing of public outlays, we
distinguish rcvenue sources between taxation, surpluses fron
public c¢nterprises, donestic borrowingss foreign -aid and
deficit finence. Since we are committed to financial stability,
deficit financing is not used except in the tacceleration Plan'
phase. Foreign aid is expected to be reduced gradusally
rcaching a very smnall proportion of public outlays by the
stabilisation phasc. The najor stress falls, therefore; on the
surplusces of public enterprises and also oﬁ taxation,

Let us note that, in the transition Plan, the rate
of taxation does not have to be raised beyond presently-
visualised (end 5th Plan) rates. The acezleration of tax
revenues in the second phase depends nainly on bringing the

sgricultural sector under nore effective taxation,
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Rupees Crores

Taxgtion and
Similar Revenue
sources,

o luses fﬁom
Pglt')fm Enterprises,

Dome g*ic Barrowings
Foreign £iqd

Teficit gfinance

FIITANCING OF

THE TREOFILR'S PLAN OUTLALYS
IN PUBLIC SECTOR

TRLITSITION FLAN

23186,87(44,60)

5578, 36(10,73)
16792,28(32, 30)
6430,98(12, 37)

0.00

e e— e .

51988 .49

39272, 56( 46, 38)

10965,49(12,% )
28789.71(35;00)
2933, 68(3,46)
2714,.26(3.21)

84675.63

ACCELZRLTION PLAN STALBILISATION ZLAN

50049 ,85 (47,09)

18428, 67 (17. 00)
36512,37 (33.63)
2513,04 ( 2.32)

0.00

e e —— .

108403,93

Figures within breckets indicate percentsges to total
The plan involves o sherp increase
in public sector surpluses, & gradusl increasc in the sheare

public gector outleys.

of tax finance,

a rise followed by a drop in diaestic

borrowingssno recourse to deficit finencec, except in the
—iddle plan and a dropping percentage of foreign aoid,

VIH PLAN

(42,08)

( 7.81)
(31.8)

(14.84)

( 3.45)

39303, 00
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The real problen iss of course, whether surpluses
from public cnterprises can be raised to an adequate extent.
We belicve thsat it should not be difficult to each a net
rein&ﬁstment ratio of 12,92 per cont by 82,83, 15.00 per cent
by ©7=00 and 16,00 por coent by the end of the Psople's Flan.
This is all that would required to mebilise the posited
surpluses. The question >f public sector efficiency will be
further exmined in the Chapter on Inplenentation and

Man~zencent.

——— T
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CHAPTER -VI
RESULTS ‘ND PRECONDITIONS

We shall now proceed to evaluate the results to be
expected from People's Plan II worked out above. The perfomance
will have to be evaluated both oﬁ the general criteria of
economic progress and the specific criteria of performance in
the basis needs sectors.

Income

Aggregate GDP will rise from Rs.65000 crores in 77-78
to Rs.155762.25 crores by end-Flan. Per capital income will
rise from Rh1054.28 to Rs.1996.95 by end-Plans a rise of 91.04
per cent over 15 years. Population in the same period rises by
158,82 nillion from 621.48 millions to 780,00 nillions, a
per cent rise of 25,56 per cent. The rise in aggregate GIDP
is 116,60 per cent.

Sectorwise, the weightage of public sector rises from
16 per ceﬁt to 25 per cents allowing for a rise in public¢ scctor
output from Rs.10400 crores to Rs,38940,56 crores, a risec of nearly
274.43 per cent. Private sector output rises fronm Rs.54600 crores
to Rs,116821.69 crores, a rise of 113,96 per cent. The share
of the small scale units sector, within the private scctor
rises to 30 per cent froﬁ 16 per centy thus its output rises
from Rse8736.00 crores to Rs.35046.51 crores, a per cent rise
of 301.17 per cent. The 1arge private sector's output rises
from Rs.45864.00 crores to Rs,81775.18 crores. This is a rise of
78.30 per cent. Thuss the cconony becomes (a) more public-sector

oriented and (b) within the private sector, nore sigll-unite

cem= 72
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oriented. This is in basic accord with the principles of

denocratic socialisi.
Eaploynent.

In 1977-78, the total working force is 186.44 nillions.
By the end of the planning period, a further 63.53 nillions of
new job seckers are added to the picture. If we also seek to
rolicve the backlog of wnenploynent/underenploynent, we need
to create anotner 20.00 million jobs to tzke care of the
base-ycar unenployed/undercnployed. This estinnte of 'initial
backlog' is arrived at by applying the 1971-72 ratio of
underenployment unernployment to the 1977-78 labour force
figure,

M together, we believe that it will be pocssible to
crecate about 78 nillion new jobss involving a 41.84 per cent
increasc in number of workers. This memns that 'average! per
worker productivity will grow by 35 per cent over the 15-year
period. This scems to be roughly somewhat above the 30 per
cent dncrease noted bhetween 1960-61 and 1974-75.

Scctorwises enployment will expand by 35.10 million
in Agriculture, 27.30 million in scrvices and 15.60 nillion
in industry. In terns of outlay per job this mecans Rs.26598,909
per new job in services sector, Rs.533146.12 per new job in
industry snd Rs.31828,94 per new job in agriculture. Observed-
ratios arc at %,24324,.,33 in services and Rs.28554.28 in

agriculture ore in close neighbourhood of our assumptions, with
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a slight upward adjustiient for a better degree of capitalisation

per worker, We plan, howover, to reduce the per worker outlay
requirenent from Rs.60223.38 to Rs.533146.,12 in industry. This
neans that snall-scale industrisl units, with lower cepital-
worker ratios will have to account for a large proportion of
the planne& employnent increase. Without reliable per worker
investment outlay figures for snall industry, it is difficult
to be sure whether the required reduction can in fact be
brought about. Oﬁr inpression is that if the ratio of siall-units
output to total output can be raised from around 18 per cent

in the final year, the required change can be secured. This
will nesn = inprovenent of snall industry output fron

Rs+ 2047.5 crores to Rs.9198,22 crores or a growth of 349.24 per
cent over thce 15-vear period. The assuiptions about per worker
outlay in agriculture and services salso implies that there will
not be any distincet trend towards mechaniegation in agriculture
and services sectors and that the nost highly 1abour-intcnsive
techniques viable will be chosen for these sectors.

In other words, the basis of an eaployment policy
with which wo hope to cut our backlog .f unenploynent/underenploy=-
nent by a net 10 nillion or so over the next 15-year boils
down to (a) heavy stress on labour-intensive siall unit
cultivation in agriculture, coupled with the introduction of
nixed ferming and nultiple-cropping; (b) using 1labour-intensive
rnethods in the scrvices sector mmd holding back the tendency
towards "unproductive nodernisation" in the services sector;

and (e) placing the naxinun fessible stress on the growth
at base year to around 25 per cent
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of sall units within the industrial sector. These are all
policies which are obvious in terns of conmonsenses but it is
cneouraging thet this pattern also accords -not too badly=-
with the basic needs and w~ge-goods-oriented growth we have
been pining«.at..
In terns of 1abour force distribution, the FPlan

brings about the following structural shift, shown in labour

forn bel ow,

SECTOR Agricul ture Industry Services

Mlns. 136.17 19,88 30.39 ] Base-year
§ 77-78

A 7245 11,2 17.3 1§

M1zS. 35,10 15,60 27«30 gIncrements

% 45,0 20 .0 35,0 1}

Mlns 181.27 45,48 57.69 § Final year
i 92-93

% 63475 15.99 20426 §

Thuss a distinct over-all Kuznets shift is evident towards a
nore industry-scrvice orionted pattern of emnploynent, although
the absolute cnployment increases are largest in agriculture
and scrvices sectors. This, once agrin demonstrates the
validity of our basic helief that =n adequate growth and
enployrient plen- if it is intersectorally rational- takes care

of the need for relative industrialisation.

Urbanisation
With the relative rise in the proportion of
industrial cmiploy:ent to total enploytent,; a degree of

urbanisation is inplicit in our developnent process. However,

-—=a75
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we sh=all assumc thnt about 25 per cent of the increascd
industrial output can be in the form of dispersed industriali-
sation in non-urban areas. Assuming that 60 per cent of tho
increasc .in services sector employment is similarly dispensed,
the nunber of jobs created in the Rural sector conces to 54,6
nillion in the rural scctor and only 23.4 nillion in the urban
sector. Nonetheless, even this lcads to a relative shift of
urban-rural employment percentages with rural jobs growing
fron 147,22 nillions to 201,89 millions and urban jobs growing
from 39,15 nillion to 62.55 niillion. Thus, we have a shift
fron roughly 21 per cent urbanisation of the workforce to
about 23.65 per cont over the Planning period.

‘Thus, urbanisation would procced, but with the larger
part of new enploynent opportunities occuring in the rural rrea,
the counterproductive trend towsrds PUSH URBALNISATION (through
low rural enploymecnt opportunities) will be halted with
only PULL-URBANISLTION execrcising its effect.

ietually, the greatest relative increase in
popul ation is expected; under our strategys, in the scni-urbanised
rural growth centres which will basically be the focal points
of dispersed sgro-industrialisation. If one divides tho
national population into truly urban, seni-urban =nd rural
popul ations, we expect 30 per cent of the population increment
to be absorbed by truly urb=n places, 25 per cent by the
seni-urban places and sbout 45 per cent by the rural plnaces of
residence. This gives the following pattern of shift in

residentisl locations.



1977-78 Urban Seni-Urban Rural
Mlns 116,86 31,07 478.55
% 18.0 5.0 770
1992-93 164 .50 70«77 | 544,73
% 21.09 9.07 69 .84

Thus, including seni-urbsn placcs, the urbanisation ratio
will rise from 23.0 to 30.16 per cent, whereas not-ineluding
senl-urban placess the retio will rise from 18.0 to 21.02

per cent,
Basic Needs

We can now look at the basic needs fulfilment picturec.
In terns of non-durable consunption goods, the picture is
very cncour~ging. We presoent below in tabular form the
sifuﬂtion with respect to mnjor coﬁsumption goodse. We conpare
the 1992-93 butput planned with (a) the per capitn:need-based
nininwir ad (b) the inconc-clasticity-based denand picture for
that yo~r, This shows (a) whether snd how muéh progress has
been nade in terms of basic nceds fulfilment at the technical
level and (b) whether the cconomic systern will be confortably
or unconfortably placced in terms of the supply-denand position

of the reclevent good .
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SECTOR 1992-93 Output Nced based Denand Level
Output Estinate.

FOOng'ajnS 173e7o 156.82 172-02

(an,.tonnes)

Sugar

(mn. tonne s) 12,568 5.580 11.025

Vegetable Fats

and Oils.

('ooo tonnes) 24948 18998 23708

Milk

('ooco tonnes) 59878 46732 60700%

Meat and Fish

('ooo tonnes) 2321 10343 15664%

Cotton Cloth

('ooo0000 netres) 24685 21097 19907%

Tea

(rm. Kgs.) 484,22 467 .41 485,

Coffee

(rm. Kgs.) 99.22 06,03 100.64

Tobacco

(*in. kgs.) 445,00 443,90 445,

Basicallys then, ncn-durable consunption goods basic needs
would be overfulfilied in per ceapita terms and very closc to
incone-clasticity-based denand estinates,

Ls far as the need-based ninina in the social scrvices
sector is conccmeds the picturc is also fairly encouraging, as
long a2s we nerely consider the e:llucational, medicnal services
and trénSport sectorse The picture is otherwisc with respeccet
to supply of safe drinking water a1 smitation. The following

dates in tabular fora gives the situation in 1992-93,

¥ will be short relative to Acnmand
*¥will be oversupplie? with respect to demand.

to housing =nd also with respect



SERV1CE

Doctors*
Nurses
ANMS*

Senitary
Inspectors,

Hogpital
Bods,

Enrolnent in
Premnary
Education
(nlng)

Enrolnent in
Vocational
Training.

Housing
(habitable unit)

Woter supply
(litrcs per
copita)

Transport(l)
(buses per
'ooo persons).

Transport (2)
(trucks per
'000 persons)

Elcectricity

(% of hapbitation

locations)

-3
19922-923 Level

312225
160000
1606C0

800020

417225

187,.,8

99,28

140428

12.8

C.58

1.49

8C 8

Nom Level

222857
156000
156000

78000

39CC0C0

175,23

99,45

156CC0

4C40C

1.C0

2.CC

l(."(\' .O

* RNegistered practitioners including hakimes

anﬁ vailds

** Tncluding midwives,
Inclwling edult dLiteracy programmes
Urban and Semi-urban Places only.

Desired Norm

1313500 persons

1:5000 persons
1:5000 persons

1:100CC persons

1:20CC persons

Covernge of 8%
illitcrate
adults 1CC%
child enrolnent

50% of nales in
lower 4
quartiles,

Habitable unit
per foanily of 5

4C litres per
capita per day
of safe drinking
water.

1 bus per
thousand persons

2 trucks per
thousand persons

100% cleetri-
fication of
habotations!
locations.
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We see, then, that by 1992-93 we can reach better
than nininun levels in prinary clucation, nedical services,
vocational training and such 'Hunan intensive! social services.
Howewver, we cen succeed in only cutting the housing shortage
by half, we can resch less than 1/3rd of drinking water supply
needs, rbout 7C per ccnt of rcad haulage requirenents and =about
58 per cent of public read passenger services denand. Thus,
heavier social infrastructurc will be still below the basic
needs nowm levels,

Paneity of data and conflicet of expert opinion has
prevented the working out of normal  with respceet to cncrgy
consunption per head., It is gl so probable that 'basic nceds!
in these areas cannot be met by 1992-93 within the outlay/
growth levels assuned, 1If industrirl encrgy demand, as estimated,
is to be met, there is only a 15 per cent surplus for electricity
reached, virtually doubling present per capite donestic use
levels. This will probably be far bchind actual demands and
policies invsolving alternative energy scurces in rural arcas
will have to sbsBorb ~t 1ea§t 30 per cent of rural area cncrgy
dernands. We believe that the bio-gas revolution, if adoquaiely
pushed, may bridge the gap but this requires further study

an? evaluation.
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Elnsticity ~nd input-output based estinates of a
number of critical input goods nre presented on the next
page with corresponding production levels for 1992-93. The
estinstes show that there will emerge shortages in'Drugs and
Pharnaceuticals, Cement 2nd Phasphotic fertilisers if growth
rntes follow that of the "intermediate™ sector. These sectors
will have to grow 'on average! 2 to 3 per cent faster then the

rest of the interncdiate-goods scctors.

INTERMEDI\TE GOODS 1992-93 Output Likely Demand
Cement (mm.tonnes) 120.02 139.53
Drugs(Rse crorcs) 2869.01 3479;88
Phasphates(tooo tonnes) 37200.02 46401

Iron eand

Steel(mn.tonnes) 91.00 92.25

Coal (mn.tonnes) 810,00 815.83
Petroleun (nn.tonnes) 22,00 29,74

Cle~rly, it would be useful if fuel (o0il) requirements éould
be cut by around 20% or so. The possibility depands on the
applicnation both ~f ~lternative encrgy sources snd fuel

neagenent techniques,
Threc Issucs.,

The results which have been described sbove
represent an irmense achicevement in terns of inmprovenents
the basic living standnrds of the people. These results have

been possible of attainnent only by deliberately restricting
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the growth of certain demnandse. Specificallys it has been
assuned that PER CAPITL, the supply of high-priced consumer
durables (TVs; airconditioners, Cars, fridges, etc.) will not

be allowed to rise beyond 120 per cent of present per capita
levels. Secondly, iﬁ AGGREGATE terms it has been assuned that
Defence expenditure will retain a constent proportion to
governnental revenues, that adninistrative expenditure will be
brought down from its present level of about 10.00 per cent

of nationgl product to 8.58 per cent by end=-Plen and that the
“surplus-generating capacity of public enterpriscs can be ralsed
to about 16.00 per cent by the end of the People's Plon period.
‘Thirdly, it has been assuned that the share of per capite
product of the lowest 4 Quartiles of the population cen be
raised by 10 per cent cach quinguennium, bringing this up

fron around 15 per cent at base line to around 19.97 per cent
by the end of the People's Plan. Since the share of the niddle
4 quartiles is expcected to rise fromAaround 35 per cent to

40 per cent of incomes the share »f the top 2 quartiles nust
drop from around 50 per cent to 40 per cent of incomes. Thus,
the implementati-nal feasibility of the People's Plan will
depend on (a) the possibility of restricting consumer durables
deriand in face of rapidly rising per capita incones, (b)
reversing known rising trends in Defcence and Adninistrative
cxpenses and Also ngking progress in turning publie enterprises
into nore efficient e~rners of surplus, and (c¢) finally, on
developing neasures adequate to bring asbout the posited shift

in interpersonal distribution of incones, Thcse issues will

———— 82
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be faced in the chaptecrs on Progremnes and Implenentation.
.Povcrty

The per capita incone, rising fron Rs,1054.28 to
R5.1996.95 snd the shift in the distribution of income from
15 per cent to 20 per cent in the share going to the lowest
quartile inplics a risc in thc average income of menbers of the
lowest 4 quartiles fron Rs.391.97 to Rs.998.47 by end~-Plen. This
should suffice for TOTAL ELIMINATION OF POVERTY (the ppverty
line at current pricecs standing at around Rs,698,00 per capita
income) if the share of gains within the poverty class itself
was cquale Unfortunatcly, the situ=tion is such that, by and
largcs the bulk of the gains would tend to be absorbed by the
upper 80 per cent of the poor, leaving a hard care 2 per cent
of prverty untouched,

Thus, speecial neasures would be necessary to help
the botton 20 per cent, (a) through'public works programes
and (b) through direct consunption and investnent resources
transfers, so that adequate support is provided to those
fairilies which remain below the poverty line in 1992-93,

The broad target of the People's Plan in tems of
reduction in poverty is that from 40 PER CENT, the proportion
2T absolutely poor to the population would be brought down
t:> 20 FER CENT.

Through the implenentation o>f the People's Plan,

then, we shall be aining at the following targetss
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i) Rise in aggregate national income (GDP)

from Rse65,000 crores to Rs.155762.25 crores, a roughly
6 per cent rer annun increase dver 15 ye.ﬂrs..
ii) Rise in yer carita national incone from
Rse1054.28 t0 Rse1996.95
iii) Elimination of poverty to the extent of a
drop from 40 to 20 per cent in the ratio of the
absolutely poor to total population.
iv) Reduction in unenplaoyment/underemploynment to
the extent of cutting the backlog of unemployment/
underenploynent fron 25 million to about 10 nmillion,
v) Provision of basic nceds norms or better in
non-durable consunption, education ahd health
services by 1992-93.
vi) Distinet progress towards improvements in
attainment of housing, sanitation and water supply
Nnorns.

These results are predicated on Implenentation neasures

sufficient for
vii) Holding back rises in per capita conswaption
of high-cost durables, donestic encrgy md sinilar
itens,.
viii) Holding back Defence and Administrative
expenses to the requisite extent,
ix) Effccting a redistribution of- incone
sufficient to bring the share of the lowest 4
quartiles up to 20 per cent and that of the niddle

-—-- 84
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4 quartiles to 4C por ccnt of incones.

ix) H-1ding back jopulati~n to a figure

of 780 nillions in 1992-93,

bl X



CHAPTER ~VIT

PROGRAMMATICS OF PEOPLE'S PL.AN II,

In what has gce before we have briefly discussed
(A) the STR.TEGIC CONCEPTIONS on which the People's Plan is
based md (B) the broad qumntitative dinensions sf the process
of ECONOMIC GROWTH :ND STRUCTUR'L CH.NGE which wo hope to
activate through the process of the People FPlan. The time has
now come to discusss; in more concrete terms, the programmatic
content of the Plan. The stress here is on the identification
of the action programmes we wish to implement and on the
processes of change we wish thereby‘to stimul ate.

For ease of exposition we shall -be distinguishing

between 5 types of geonomic areas to which the plan will apply:

(1) forests, deserts and other arecas of sparse habitation;
(2) villnge not performing centrgl functionss (3) central
villages and scmi~urbanised rursl growth centres, (4) intermediate
towns and (5) major urban places. ZEvidently the types of
developmental =~ction in each type of geonomic area will be
distinctly different =nd will contairn development processes
of different component-conpositions.

In the first typc of geononic arce the significant
developnent tergets will include ~fforeststion and forsst
developinents river basin and other large scale schenes for
water utilisation, erosion and flood control, control of
spread of Cesert and 'badlands' (e.g. Cheambol ravines) etey

transport developnent for better exploitation of forest and
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mineral rescrves; welfare of forest and tribal peoples etlc.

In the sccond type of arca the main stress in
developnont would be on tho cnergonce of a sound agro-ccology
end lend/watcer usc. Significant stress will be placéd on soil
protcetiony development of inlend water bodiess minor
irrigation; development of mixed farming practices, extensive
use of bio=- fertiliser and bio~-cnergy; developnment of orchords
amd fuel wood plantations: safe drinking water supply; etce
By and large only 'nininun' level comnmunity facilities and
soclal overhead services would be provided at such locations,
however, For nost facilities the local population would be
dependent on the hear-by central village or seni-urban growth
centres. Transport development will have to provide for all~
weather access to such central locations at lecast for
padcestrain, bi~cycle and light goods wehicle traffic. The
devclopnent pattern-docs not contempl ate nuch growth of either
small industry or trade/scrvice activities in ‘these non-central
locationss these being concentrated at the central villages/
senii-urbmn growth centres.

In the third type of location the primary develop-
nental job is to provide adequate narketing and services
facilities for populations living in the first two types of
geononic spaccs. Further, these places are expected 1o
function as foci for intensive development of snall industry
and trade/service occupations and to accormodate a rapidly
rising an! prosperous population. Fairly intensive investment

would therefore have to be nade on the developrent of
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housing, smmitation and other conunity facilities at such
centres with a2ll-weathor motorable roads to the ncarest
internedinte town and adequate supply of electrical power would
be an important part of such investments. In aldition such
centres will haove to be equipped as cffective primary-level
centres for eduertions health, fanily-planning, agrononic
extension and othor Strte services. These will =also serve as
locations for the base units of buying and selling of the

State trading and marketing activities.

In the fourth type >f geononic location the

prinary developnental thrust would ain at the developnent of
viable intermedinté urban places providing seecond order contral

villages linked to it. Technical education, pre=university
college education, hospital services, nediun sd large scale
industry (based nainly on local input surpluses), dcvelopnont
banking and consultancy servicess ctcee will provide the najor
basis for the ccononic netivily of such towns. They will also
serve as the majsr input collection md outpute-disposal
exchanges between major industrial agglonerations and rural
places onl thus constitute the focal points linking the large-
scale and snall-=scale trade and distributi-n systens in the
coumtry. It is mticipated that these geononic spaces will bo
on the way towards energence as MODERN URBAN CENTEHES with

s, full complenent of urban scrvice facilitics by the end »f the
Pesple's Plan'period. Trmsport developnent linking these
centraes with rnajor urban ngglonerations by both nulti-chennel

high-ways and railroad systems would also require enphasis,
locations. Transport development, connecting
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Sharp population incrcases are zxpected at those loentions
during the People's Plan period.

Fin~llys the fifth type of geononic spaces- the
najor urbsn centrcess would function as the centres of very large
scrle ml emplex industrisl activities, as well as the focal
porints of high-order, technicnl menpower generation in‘the
country. In aldition  they will serve as the highest-order
centres of educatims (universities/top technical education),
henlth (research h-spitals and specialised training institutes),
trade and transPth (najor ports, railheads and airports)
and amninistratin (Hational and State capitalss Zonzl Centres
of Development Adninistratizn)e. Considerable development of
nore nodern forms of anall scale and ancillary industrial
activity is expected within and in the imnmediate environs of
the majo>r urbmm places.

Henvy investnent in inproving the quality of urben
environnents, rapid trensit systens for intrecity traffic,
- hrusing Acvelrrnient ~nd provision of urban comnmunity utilities
will h~ve t2 be rrovided in order that the major urban centres
nay not deteriornte as units of huasn habitation. However,
we oxpect that both due to the Better developnent of type three
md type four urban placess as well as deliberate policies
restricting nigration into najor townss we shall be able to
cmtrol the influx of rootless and poorly acculturasted rural
ropulnti-ns int» thesc contres and thus lower the pressure of

the single nmost deleterisus influence in urban environnents,
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The picture of development we are drawing up may
become quantitatively clearer by looking at the present and
anticipated population distribution between the five types of
geonomic spaces., In 19270-71, according to census estimates,
the distribution of population hetween the five types of geonomic
spaces was as follows: (1) sparsely inhabited areas (0.52 crores)
(2) non-central villages and hamlets (38.72 crores)s (3) central
villages and semi-urban centres (3.62 crores), (4) intermediate
towns (6.10 crores), (5) major urban places (4.86 crores)-
out of a total of 54.82 croress. In 1992-23 we expect the
following distribution: (1) sparcely inhgbited areas (0.98 crores)
(2) non=central villages and hamlets (53,49 crores), (3) central
villages and semi-urban growth centres (20.00 crores), (4)
intermediatetownsv(9.68 crores) and (5) major urban places
(6477 crores)- out of a total population of 78 Crores.

This indicates that TRUE URBAN PORULATION would
rise from about 12,96 crores to 16.78 crores, the semi-urbanised
population from 3.62 to 7.08 crores and the TRUE RURAL
POPULATION would rise from 39.29 crores to 59,47 crores. This
represents a formidagble degree of urbanisation in the broad
sense of the term although the bulk of it is contained in the
semi-urbanised central places and does not go to overload the
facilities of the major towns.

This pattern of population distribution also
matches the growth pattern of the economy posited in Section 2
of this document. The major growth sectors- small Industry and

trade/service units, State provided social overhead services
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and development administration - all represent items involving
intensive utilisation of middle and lower level foceal points
represented by geonomic spaces of types 3 and 4. The relatively
slow=-growing sectors of activity- cgriculture and large scale
industry- typicslly concentrate on the geonomic spaces of
types 2 and 5 respectively in both of which the population
growth rate is expected to be slow,.

Bearing the above general vision in mind we can
now proceed to the consideration of action-programues in
each type of gepnonic space. Basicallys, these action- programmes
will involve three types of initiatives: (a) the training and
support of members >f poor housshclds in each type of geononic
space to participate effectivel& in the growth processes planned
to occur in the relevant areas, (b) the provision of guidance,
technical ideas, input and credit/marketing facilities designed
to allow effective participation as self-enployed in these |
processes of growth, (c¢) the provision of infrastructure capable
of sustaining thesc planned growth processes and also to provide
nininun conditions for hunmn existence in the geonomic space-
type under comsideration. Apnrt from these three basic types
of ectivity, therc is naturally a component of direct investnent
wqtion by the State. The cntire operations-set, however, needs
tHy be closely integr-ted with posited growth process occuring
in that arca.

This point needs sone cnphasis because it has been
neglected to a~ very great extent in Indian Planning and Plan

inplementation s> for. Mostlys the provision ~f soecigl
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overhead services (education, health and family planning,
nutrition, etc.) follows a set pattern which takes little

account oi‘ the geonomic wariations and variations in pattems

of planned growth. Basicolly, the patterns follow the assumptions
of an UNIFORM needs anhd opportunities pattern which is drasti-
cally out-of-1ine with the varying geonomic space profiles of
opportunities and needs. The People's Plan must inaugur-te a

new éra_ in this particular dimension.

Further, it has also to be understood that while
development has to be~ for maximum synergistic effect- designed
as a 'package', the components of the package must be capable
of vary flexible veriation even within geonomic areas of broadly
the same type. For example, the geonomic space-type (non-
central rural habitations) will display radical chsracter change
fromra dense humid paddy- cultliv-tion area like to Godavari
delta of Andhra to the drier central highlands of the same
state, Once again, not adequate provision has been made in
Indian Planning to these variations and their impaet on the
form in which development services need to be provided.

Let us consider the action programmes in geonomic spaces
of the first type. Here the most impnortant base characteristics
to be remcmbered are:; (1) the extremely dispersed habitnotion
patterns snd 'serious problems of accessibility, (2) the presence
of a large tribrl element in the population and (3) the importance
of large-scsle works of ecology- protection and enrichment and
éhe neceésity of involving the local pcople in the provident

md effective ntilisation of local resourccs,
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Coming to the sct of progreammes cons*ituted by
f-mily plrnning, nutrition, he~lth mnd educntions the main
determining ch~r~cteristic is the problem of desling with
hyper-distributed population scrtters. Most 'villages' in
sucih ~rcas are too small snd too inaccessible to function as
viable contres for this group of community services. The
appropriate structure is to locate a.nuﬁber of SERVICE POINTS,
mostly on the major roads being developed (seé 3.4.2) in such
arcnas d to cover thesc service points by well-equipped teams
on a rotational basis. Radiating oﬁtward from these service
points one requires a locol cadre of par-medicals para-
educrtional ~nd para-agronomic personnel. This offers a
fruitful field for the application of ideas such as the employ~
ment of a '"bare-foot doctors', "traditional agronomiéte"etc.

The programmes should also seek to achicve
integration with the norms and rhythens of tribal cultures
prevailing in these sreas. While n certain degree of
detribalisation is the inevitable component of outside
influcnce=-exposures, the nin should be to ret~in and preserve
the integrity of the ftribal comnunity- organisation pattern
and to use tribal solidarity ﬁechanisms as an inmportant
developnental nsset.

Adult mnd prinnry educations in particular, should
stress the manncr in which the tribal community-action
patterns could be cxtended and made approprinte to the
utilisntion of the opportunities genernted by the large-scsle

works of trmsport development, afforestation, soil and water
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protection, ete. which will incvitably constitute the nain
conponents of developrient expenditure in these arcas. The
labour co-opcrntive, in particular, is en institution highly
appropriate in such contexts and requires intensive promotion.
One of the najor ideas in Pecople'!s sector developnent in thase
areas should be bresk the monopolistic doninance of CONTRACTORS
and to replace hin by directly state=nanaged works dealing
with orgmised labour co~operatives of the local people,

In the developnent of community foreilities in such
areas the supply of safe drinking water deserves great
enphasis. By and large one observes that the problem of access
to water is not endenic only in desert and hill arcas, but
also in otherwise water-rich areas of the rain-forest type.

On a felt-need baslis, this represente onc of the nmost
inportant types of developnent work in such areas.

Housing developnent is difficult to undertake in the
case of dispersed hanlets, However, the growth centres of such
areass usually villages lying on the nain roadsg, need intensive
developnent. These 'growth centres' also serve as points
where the scaitered populations of these areas can be
concentrated and provided with modern educational and heglth
facilities =and opportunities for industrial and service
enployricnts,

Transport and power developnent is the nain
infrastructural challenge in the'se arecas.s By ond large aiple
opportunities for hydel power gener~l md the sctting up of

water nills exist EXCEPT IN DESERT ARELS where, however,
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solar ~nd ﬁindpower oppertunities are usually excellent.
Transport usually tokes the fora of najor roads runring fron
railheads to the niajor 'collection points' of forest product
or nining inlustrics. This pattern will probably persist since
population is too thinly scattered to permit the developnent
of laternsl subarterials to any but a linited extent. However,
the number and length of motorable roads can be effectively
extended, with import-nt development gains for such areas.

Works of forest development/forest exploitations
desert control =nd dry area farming development, mining and
industrial development based on the intensive exploitation of
locsl resources represents the main developmental activities
in the economic sphere. However,.under the people's plan
certain criticsl differences will be introduced in the paitern
of such developments: The major policy initiatives in this area
would be: (a) intensification of small sceale industry development
based on locnl products; (2) the restructuring of trade pattemms
through the devclopment of local people's co-operatives and the
gradual elimination of the outside money-lender/tradery (3) the
gradual elinmination of the forest contractor by direct
execution of such works through PWD/Forest Department management
(of course, in cooperation with the labour co-operative movement
ersrlicr referred to); (4) the setting up of forest and hill
areqn developnent institutes and specisal agencies for the
devclopnent of desert sreas in order to develop appropriate
forestry, ngrononic end industrial technologies for the

development of such arcas and (5) making special provisions

~—-- 95



-98..

for training/reservation of posts for tribsl people in the
adoinistrative apparatus of such areas.

Coning next to the densely-settled rural areas of
non-ccentral vill age type, the major ~rca= characteristics to
be borne in mind are(l) the high men/land ratios and the
associsted phenomenon of land-hunger which is responsible for ~
nuch of the ecologicnal deterior~tion of such areas (2) the
already-advanced decay the village crafts ond home industries
and the associated collapse of inter-village narketing, (3) the
relatively rigid large-farncre-doninated counity structures
and (4) the generally poor nexus to central villages/growth
centrcs and consequent isolation both from marketing/trade
channels as well as access to socizl service facillities.

The set of pfogrammes related to education, heslth
and faanily planning, nutrition etce.- when appropriately
nodified according to the area characteristics «lcads to a
very different pattern from that of the sparsely-settled regions
we have bcen considering. Once the problem of all-weather
access to central'village/growth centre is solved, the non=-
central villages would need to have very little of either
educationsl or heslth/fanily plenning facilities to be located
in village. What enach village would need is nobilisation
centres (visited by teans from the nearby central viliage/

growth centre), manned by part-tine adult education, conmunity
organisation and nedical social workers recruited from residents
of the village itsclfe The najor activity of thesc parae

professionals (one n=n/one womran per viilage) would be to
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mobiliéc and ensble the residents of the village to utilise
the scrvice facilities made available at the central village/
growth centre. This mobilisntion centre can be effectively
combined with the village adult education/prinary schocl
unit and developed into a centre of comnunity concourse and
ineraction for the village as a whole.

The najor forn of comnunity facility development in
non-centrsl villages would be constituted by drinking water
-supply, inprovenent of sanitation arrangenents and
nininun housing standards. ALl this, however, will be done
prinsrily with the help of (appropriately modified) traditional
technologics, corrunity resources and low investment of outside
resources. The size of these communities by and large
- DO NOT PERMIT the idea of introduction of nodern comnunity
facilitics. Investments on the modernisati on of cormunity
facilities in tho rursl =rea will be CONCENTRATED on the adeduate
developrient of the central village/growth centre units. The
only large conponent of PUBLIC IRVESTMENT in community utilitles
would be provided by (a) the naintenance of an all=weather
connection (suitable for pedestrian, bicycle and light goods
vehicle traffic) from the camnunif& centre building to the
central village and (b) the cextension of powerlines for the
running of minor irrigation plant and nachinery.

The nain business of comnmunity works would be to
employ the surplus labour of the coamunity in publie works
for the cnrichnent of the agro-cecology of the village community.

This will involve prograxcs such as contour bunding, swanp
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clearance and the developnent of inlond water bodies, training
ond bunding of watercourses and plains streais, etc.

These will be financed on the basis of a 80:20
cost sharing between the PWD/Irrigation authorities and the
local cormunitics involved, The organisation of surplus 1lobour
of poor households of the village into lgbour cooperatives
to executive these programes, as well as dcvelopnental works
at central village/gfowth centres would be an inportant
conponent of developnental action in this field,

Small farmer prosperity would be encouraged through
the promotion of mixed farming, minor irrig;tion, provision
of superior inputs, agronomic advice and credit, 211 provided
in a single package through the centrsdl/village growth centre
institutional complex. The key element of the conplex would
be the rursl crop loan bank, the local inputs cooper~tive and
the local centres for State purchase of food and agricultural
cormodities. Group credit in various forms would neced to be
developed to its fullest extent.

Larger farmers will al so be serviced through the sane
institution~l channels but at commercial rates of intcrest
and on commercidl banking principles.

Extensive developnent of bio-nanure and bio=
fertiliser would be encouraged in these agricultural spaces.
This prograwe would be linked up, on the one hand, with the
developnent of sninel husbendry -on the one hand and with the
inprovenent of villeage sanitation =nd on the other with the

developnent of fuelwoud plantetions »f cowion village land.
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Thesc prograies will nake an important contribution-in
association with programes under 3.5.3- to the building of a
s>unad rural ec 1l gy.

It will be noted that the non-central villages
aTe boing visuglised as specialised AGRONOMIC UNITS. The trede/
services/handicarafts smctivities at present scabtered over
these settlerients aro expectel to be concentratéd and noved
into the central village/growth centres where a cambination.
of credit, training and narketing/product development services
nay be arranged so as to put them on a viable footinge.

Gralually, we also visusalise the surplus agricultural
population as being cncouraged to migrn~te into the central
villagc/growth centres and there sbsorbed into the growing siall
industry/scrvice sector occupatims.

Next in the hierarchy of geononic spéces is the central
vill age/growth centre. As dalrealdy Qvident, the najor econonic
business of these areas is (1) to serve as the services centres
of the surrounding spaces of type one =nd type two, (2) to
function 2s the centre for the purchnse of agricultural products
end the distribution of agro-inputs, (3) to enable to intensive
developnent of snall industries md crafts on thebasis of input-
supplies and rninrketing opportunities generated af such bentres
md (4) to serve as the point through which the nodemn
technological/scientific civilisation nay effectively percolate
to geononic spaces of type one/type two.

Each such centre will have to provide nmiddle and
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secondary cducatinal facilitices as well es vocational treining
for not only its own population but als?> the populntion of the
surrounding non-centrsl villnges. Sinilarly the health contre
and naternity csre/family planning ccntre of the location will
be serving this larger clicutecle basc. it this hicererchical
level we should be able to provide scrvices at a level
comparabie to that of a standard 'district! of a mademn
fjwnship. Further, as the planned novenent of poor artisan

ad craft households from the surrounding rural placcs into
these growth contres is carricd out 2o fairly large alult
education,s vocational guidance and training programic will have
to be carried out.

Basigally we visualise the combination of the
vocational school and adult education institutim with a
programe »>f intensive training in snall industries and craft
enployrientse. The output of these instituti-ns should be provided
with institutionalised credit, either on an individualised or
group.basis by the 1oeal rural bank, We also visuallsce the
linking up of this process with the expmsion of service
cooperetives md State trading units »n the ne hand md with
the developnent of rural industrial estates cua housing
devecloprnients on the fringes of such contral settlcenents,

Intensive development of urban-typc housing,
nodern sanitation arrangenonts and recreationsl facilities will
have to t=ke place at thesc growth centres. Investients in

rentable accormodation md transit hotel/restaurant facilities
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will als> be nceessary sad can be developed through brnking
support of private entreprencurs.

Trensp>rt developnent in the form of all-weather
notorable roals and (where approprintg) reilroad links ©2
the intsrmodiate tovms serving a group of rural growth centres
nust receive priority. Sinilarly, reslly coffcctive developnent
nf power and cnergy fuel supplics will be central to the
Aevelnpnent coffort in such arcas.

The formation =nd development of effective municipal
orgmisations in such nreas would also be an importgnt element
of the action programme. Of course, in the initial stages,
rmunicipal works will have to be finenced through public grmts.
But, soon thereefter, it should be possible for such
municipalities to finmmce their works/mainten-nce progrsammnes
on a matching grants principle.

By and large we do not expect the penetration of
large scalce industry to these centres snd expect them to be
confined to growth centrcs of the next higher order, the
intermedinte towns. Small industry both of the traditional craft
and nodern typcs will be cmphasised. In addition agro-
processing industrices, as well as the minor agro-tools and agro-
nachinery production/repair industries will gravitate to this
point. Intensive developricnt of housing construction,
furniture =.nd nccessory industrics will sAlso inevitably
acconpeny the growth process, in view 6f the heavy enphasis

on nodcrn housing end cormunity f-cilities.
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A rich nmix of productive activities will thus
emerge and be further enricdhed by an equally intensive
devgloPBent of trade and mnrrkoting focilities,

Next in the hicrarchy are the intermediate towns
serving n large nunber of rural growth centres: about 30 being
the normal nunmber of centres served by the typical internediate
town with a population betwecen 50,000 to 100,000. Sone
intermediate towns, with specific local resource bases for
large industry developnent (e.g. niining towns, forest area
rallheads etc.) ney hove larger populations between 1,50,000
to 3,00,000.

The najor econonic business of these interneliste
towns would be constituted by (1) providing centralised
higher-order cducational and health facilities, (2) functioning
28 the major 'exchange' points between the rural and urbean
product trades, (3) providing centres of urban culture and
nodern living fron which nodernising impulses nay spread to
the rural growth centres and (4) to serve as centres for the
devclopnent mnd spread of approprinte technology to the
surrounding rural growth centres and services arcns,

In ~ddition, these centres will also accomnodate
large industrisl units whonever these are appropriate to the
local narketing-resources profile. This developnent will also
be encoursged by the deliberate dispersel of publie scetor
industries to such units and dlso the intensive developnent
of contral units of dairy and aninal husbandry developnent in

the surrounding arcas.
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iriong the indispensible elements of higher order
educ~tionsl fnacilities in such towns would be the zonal/
region~l degree college of science and technologys the zonal/
regionsl degree college of agronomy =nd ecology ~nd the zonal/
regional institute for the treining of development bankings
cosopersrtive and extension workers. Each intermediate town
will also hnve a fully equipped_ﬁodern hospitel nnd provision
for medicnl training, with emphasis on the tr~ining of para=-
medical -nd nedical socisl work personnel. The educational
systen of the intermedinte town would also include n
institute for training in commerce and entrepreneurship, as
‘well as a higher educ-~tion unit specialising in law and
sdministr~tion.

Of courses the intermediate town cormunity would have
its own lower-order progrmines of adult educstion/primary
cducntions secondary cduc~tion/crsft and vocational training
nd £fnily plenning/maternity care_and nutrition. However,
these will function in forms appropriate to town ponulations
and in close co-ordination with the- higher order services
institutions.

Standard town-planning norma of the modern type will
guide cormunity foacility development in intermediate towns,
Particular crniphasiss howevef, will need to be placed on
(2) naintenance of COMPACT URBAN FORM, (b) the proper location
of residentials; central commercial and administr-tive district
md industricl zone facilities md (e¢) adequate developnent

of low incone housing and the prevention of the energence
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of extensive urban sluns.

Trensport linkagcs to major urban centres by nulti-
chomnel highwayss railrond links mnd (where appropriate)
alr routes will have to receivc adequate attention. Intra-urban
trensport will probably not be a scvere problen in the
planning period under questicn =l though nainten-ncc of roads
snd urban public transport developnent will h-~ve to be
emphasised;

Industrial developricnt in such intermadinte towns
will nainly take three fornsg (a)-centralised production of
inputs needed by the anall industries in associnted growth
centres, (b) large scale industries involving the processing
of region~l input surplusess (¢) ancillary developnent
conneccted with industries of type (2) =md (b) and (d) the towns
own component of siall industries smnd services unit producing
for the internediate town narket.

In addition, wherever approprintes the internediate
towns will develop large industries which nay be allocated to
it on the basis of national plan location decisions of najor
public sector plants, This will be encoursged, however, in
gencral only for the larger interncdiate townms.

In a2ddition also a full complenent of urban scrvices
and trade activities including comercinlvificrses, hotels and
tourist facilities, recreational /md cultural units, etc. will
energe and will hrve to be stinulated in order to provide a rich

end voried nctivity base for these internediate towns.
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Finally, of the top of the hierorchy we have the
100 or so nmajor towns servicing on average 10 internedlate
towns. These najor urbsn agglomerantes will certain the
bulk of large industrial units; the university level institutions
for training in science md technology, law and adninistration,
nmagenent nedicine amd the liberal arts; and the linkage
facilitics by land, air and sea linking thé national ccononic
regions with one another ws well as with the international
2 CONnoLY »

The devclopnent patterns of these najor urben places
would follow nore or less the current ideals of urbsn develop=-
nent nd nagjor city planning, with the following imﬁortant
differcnces introduced in the people's plan. First, the
movenent of rural population into these towns would be
restricted (a) naturally through the development of work and
settlencent opportunities in rural growth centres and internediate
towns and (b) the deliberate restriction of immigration into
rnajor toﬁns by a systen of internal nigration certificates =nd
quota~restrictions; Secondlys the developnent of intra-urban
rapid transit systens, lower incone housing and slums-
inprovenent (the three town planning activities of thé
grecatest relevance to the poorer town-dwellers) will
receive higher priority. Thirdly, snall industry developient
of a nodem type will be given much greater anphasis as well
=5 the developuaent of co-operative and state narketing of

essentinl productse.
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By and large, howcver, the least ch-nge will
occur in the development policy-mix in the largei' urban
centres and the shorpest shifts in the policy-nixes applied
to sparsely-popul ated arcas, rural growth centres and
internediate towﬁs. These represent, to date, the weeakost
areas in Indien economic developnont and conscquently nlso

the areas where policy nix chenges need to be the sharpest.



