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Developrent is not only a technical but 8 sociel, and economic problcm,- |
'A technical problem coﬁsidera a multiplicity of means ept t:o achievé one
given end, An economic pfo‘olem éonsidert_z a systenm (multiplicity‘) of rcens
" apt to acixieval a system (maltiplicity) of ends, Wh'era there is not one but
a.'nmltip_licit;' of . ends various ends may no£ be harmonious bu't-may'be in
substantia]‘. or partial confl:l'ct. with each other, To schieve more or one ¢nd
'_may be poss:lble only at the expense of achieving less of another elldo An :
ethical (moral) valuat.ion has to attach different veighta of relative wncv‘anm
to var:._oua ends, In this way the natioaal commmity will determine explicity
or implicitiy 'a" hiar_archy or‘ends“, By cohtrast.ing 8 system of means (given
human and natural resources and ways of ﬁaing them made possible by a givon
technology) 'Hith a system (hierarchy) of ends the society e:tpresses ita
choice of economlic and social policy.

) Over the past decade through the Five Year Plans india haa fomla_t-ad her
object.:\.vaa in tm rain groups: s eco'i:bmic ends to secure a rising standord i
-living for all citizens, and aoc:l.al -ds to achleve social just.ics, o€sy
: equality of 0pportunity, and a reduction in inequalities of inceme, weclth,
| snd economic power-—shich const.itute a ngocizlist pattern of sociciy."

- Let us conaider the implications, conflicts, and choices involwed w:.’ohm

each and betwoen these two groups of endsa

Economic Objectives

In order to secure a rising standard of living a high rate of growth
(5 per cent) has to be achieved and sust.ained-. In order to sustain the rate
of growth over the future, substantial investments have to be recde wtich lini?
the achlevable improvement in the standard of living in the :an"dieus fv*-r:n Qe

Without providing for future growth a 6 or 7 per ceut increaae in cmsumntiea

CTe -



could be secured for the next five yesrs; providing for some future growth
will confine it to 5 per cent; providing for a‘higher rate ot grow%.h :Ln'"
the futurﬂ_e would further lower it below S per emi. A series of choieea .-
J between eating ('aomeﬂmt" or mich!)less today for the sake of esting |
' (‘someuhat' or 'mucn') more tomorrow has f.o be made. |
o ‘ I.n order to achieve eelf-eustaining grow'oh in fifteen years ceoc].y o
:(?lqee » greate_;‘) __;gl.rr“npprb-:-sexingm__._ and export.ogeining 4nvestments have to be rodn j
which.re'_.lll, further limit i‘.he ,geh}eyeble 1mprovemen_t in the etandard of living :
| over_' the_next Iive erten years to only h per cent per ammun, i.e., 2 rer
cent, per head, - | o

A hi.gher rate or growth wil]. in the 1ong run lead to more aployreat .
. In the sl!ort run, however, there is a conﬂ.ict hetweern "mexixum outprut" and
"max:ln:um employment.," nore hbour-inteneive b\zt lese efficient methuds of
'product.ion can increase employment today at the expenle of producing &
lower-velue output, and notably ].eea surplua which provides inveatible f.;rda
for more out.put and employment tomorrou, A choice hae to be made. noTa crmulrr.
in the 1960's may mean less employment then would ot.herwi.ee heu been pcoubw
“in the 1970's. | (

A nation's choice of social time prererence 1e 8 valuc "L.d hmt a hc "y
much the present can saerifice for the future gmerstion, 1.\ uevelo;;;ent
conscious community builds for the futu;‘e_-but the_ pljesen’o gmeretion haz also

a right te live,

Social Objectivee

The eonﬂict between max:lnd.eing output or meximising emplayncnt 13
primarily & social problem. It reveals two out of the three types of iuccmc
inequalities in India:



1. Inequuliity of iacome betwecn the @mloyed and the wnemrloyed.

2. Inequality of iacome betwiesn ihe bulk of the egriculturel (rurdl)
end the bulk of the industrial (urban) population.

3. Inequality of income (and wealilr and power) between the §5-97 EoT €Tt
of the very poor or poor and the 3-5 per cent of the rich cr very rich

people,

While the third type of inequality hits the eye and underctzndssly crines
indignant heartbeats, the first two are not 86 much in the foreground of
public conscience although they asre quantitatively and qualitiitively rors
important, |

Full employment is undoubtedly the first step for providinz & pin’. . .
of equality of opportunity and for establishing a socialist pattern cf
society. This 1s India's fundemental aim, It is hoped to establich i
within a generation. Full employment in an undserdeveloped couniry is o
structural problem quite different from that in develcped cowmtiries, "ia
conflict between raising the standard of living and greater equaliiy in
income distribution makes it impossible to establish it overnigit. “hu . 2
to a greater perscnal (and regional) equality may lead to a ghoiiwiun greiic -
(personal and regional) inequality in the sense that some arcas (" rcuir:
points®) and people in fhem increase their income at a higher rate tha o iix.
The diffusion of the increase in income which marks the intcoraticn of g
national economy can come only at a second later stage., Theme ore t-. geo”i
growing pains of an underdeveloped economy. bWhat matters prii-rily is rc: 4o
lose sight of the final goal and to see to it that vested interists hvyls

neither delay nor prevent its achievement. Some alleviating tvelfere ni-coiyos

can make the path less painful even though they may well prolong it. [feous-ic



developrent planning ¢ both zccelirats grosdh, do4., ehorten the 300 o0
before a aalisfactory standard of livirg for all is rercheq, and indin™ .
the selecilon of some welfare macsures which do not widen the 2an: ol
excessively, The cecnomic developrment operciion is uncvoldably noinfv),
but progress in sconomic knowledge in the tweniieth contury can maclte 1%
shorter and can provide partial anesthetics which did not exist in 420
nineteenth century.

Raising agricultural output to 100 million toas by 1966, provigi-:
the social overhead capital in transport' and energy, end noiting icdc.hiic
investmeént in both capital and consumer goods are the main ingrsdiens of
the plsnned 5 per cent rate of growth, They will atcord tha ~2lov 2 4
investible funds, will raise employment, but will be inculficient Lo 1.:-
to full employuent by 1966. A special effort in drive o2nd cr cairnohi-
well as a emall part of investible funds (say, 10 por cen’) slcoid “e
diverted into rural putlic works in secondsry road building, di-e7u-, 7
bunding, terracing, etc., which contribute to agricultuwsai copital £.00
without at first producing more agricultural products. Such schinitics -
very little capital goods or foreign exchange, but they c¢sn uvocivily e ow -
millions of unemployed or underemployed people in rursl India. iLf fiv: .
people were employed foxr 200 days a year in such "1 rupee a coj™ yruval oo

works, 100 crores per annum would have to be found and epcat--cf 1l.icl « .

2oy
H

half would be spent by the additionally employed on food snd fadthicr Dl.:%

~r

cent in home produced textiles and household goodse~and anoilizz 0.0 . .

of capital goods may have to be added, PRural technical educsntiog 5w 7o

of six to ten month courses is a necessary corollary to svol conivii -,
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Thore is no dovbt that resources for this fora of ureful wplsyunt. croabas
activities cen be found, The real problcm here is organiseilen retier :\,.3':3
capital, Other forms of public works, welfare activitics, an? proticidion
to lebour-intensive small enterprise form the bulk of "sncztheiiea® -here

10 per cent of netional investment may create a rmltiple proparvion cf

additional employment.

Equality of Oppertunity
In 2 somewhat longer run education is the main instwirent of additi- -4

employment, This is so fundamental that it has to be discussed scparstel: ¢
the maln avenue to equality of opportunity.

Equality of opportunity rather than equality of income is the t:sic
tenet of a modern soclety, Incomes In some cccupations may well be :2-ic .
than in others, provided the entry into thoses cccupations is fro- sud
equally accegsible to everyb.odyo Full employment, 1l.e., the po.:ibdilis: o
earning a living by work, represents a minlmum of equality of odjortwiiy,

Iven for that in sufficlent minimum, widespread educatianal end traiai-o
facilities have to be provided, Some training may eneble workirs %5 {ini

Jobs quickly and thereby to increase national income. Cemersl cducazi-n - *1%
reveal its economic effects-=declsive fundamental and not sub-iituvioile 70 ~7
only after a longer gestation period of 10 to 20 years, Input of ed:cui. .
todsy will increase national output the day after tomorrow, Geacral ecucrii -
is in this sense a true sccial overhead capital with indirect and dels:ond
economic effects., From sn inadmisslbly narrow economic point of view h' 0:
discounts future increases in product it might sppear that poor countric: a:v -

afford to invest more than a minimum in this ffeld. Free acceza to od:oniiscn



for everybody drreepective of incoma o, tooever, 09 ody wiy o ke
cquelity of opperiunity. A scclelist paticin of secizty rust cuiohoa 1P
value to it--even if it can only e realized in 15 to 20 yiers timc- A1z
increases in materlsl goods sbove the miaimin of sibristerce vhich cun b:

realia-«ad much more quickly. A hlgh proporticn of tobal national expasiiti:a
must therefore flow into educatiom, )

To raiss the rate o;f grovwih from thres to four ard a half cx wive ip:
cent per annum 1s a great achievement, which, if svstsinad, will chenge 't
Indian society in one generation. Such a change repiesents 8 vovolulicn
achieved by evolutionary methods, To raize the rate of growth fica five ~.
seven per cent rer annua may not be mere differencs in degres; it oy e .
difference in kind pasaing— a "supersonic barrier® cf dcvalcpminy, a diseu .t
Jump reouiring a thorough shake-up of sociciy Hhiie prerervins ito farooeoo
freedoms, Only a tremendous effort vastly Increasing the queniitvy cad -
of education could achieve it, It would make the moseou of riyed lrodin oo
vibrant and eager. High productivity in agriculture as w11 3 duo oollr
can best be achieved by such an educational revoluticn. Tiou o 1 J.
thoroughly reshape old estzblished attitudes and instituticns, ~277 < i
will d-ismpt continuity, it need not endenger netionzl cceheslica end wui?
We cannot foreszee the paths of single soclal and econcric o3) Ve
describe in detail the mechanism of this change, boyond belltevin; ..t -
there's a will there's a way"--but the general pattern of cha.;: coa to - oo

It is rot beyond our range of possibilities to plan for ecci o ~L o -
Increases in expenditure on education beginning from 100 crores in 1 o - .-

year and rising by 100 crores per annum to additional 500 crores ia ‘i. 777 o

year of the Plon seem to be in approximate order of megnitvde. AL Yoaco oL



ei Vuis erprnditure will be spont on food, of which ot fivst there nis’ !

5o
. . -

ba increzsed iwposts of suxplus preducts whicoh poy be replaced gradun¥'y i
rising domezilic production duvring the Fourth Plen, The otlher holf of (Lo

erpenditure must coma either fiom Jacreased ssvinegs or from 8 cut i cor?

other investments,

Reduction in Inegqualities of Weslth and Power

This is the most difficult part of eaiabliahinz 8 goclalisy puiven
soclety, The conflict between equity and efficiency--i.e., tetweecn scio”
justice and the rate of growth--1s desper and more dlfficult to resoivs i
an underdeveloped than in a developed country., Conceatration iu minr ¢!
sectors is the unavoidable corollery of efficient rapid growth, Lroa
developed countries, where entry of new firms and potential coeh b T
possible, monopolistic tendencies are imperfectly controlizd by enil .r o
legi:slation and less imperfectly by a low=tariff irport policy vhidl =
international to the imperfect neational compatition., In aa uwnderdov-lia:.
country lack of capital, manfgement, and t.echnicai}y compaient peccuanl v
the one hand 'and the small size of the market on the otaer hand 1inl%t “ho
entry of new firms. Moreover, shortage of foreign sxchange males iT Lan: o
to use imports as a price controlling device. Even at a later aiag: tani
trends do not stop concentration of management at least, if nct of cuo oM

Inlargement and modernisation of existing firms are in many cogeop il st i
the creation of new units.

Price control may be thought of as an effective device. The cintiioy
- in many countries is not encouraging, and the handling of price con.tns o
foreign exchange scarcif;y and import licensing impeses an oven o2l 1

e,

. on this inadequate tool, The fundamental difficulty lies :lrwhcra, b



,lhe price-mecnanifm ie an essant.lal tool for cfficxent. ellouation of I‘Cscub

a B e

an.d should net be used for convertinrr El‘bhel' incor.e distribut;.cn or canac**rca

— . - )

ticn o£ mdneur;; Nor should income dlstrihut.:.on and concentration of inuusnx:,r

- i

wp !

'be always correlated.e Income d:latnbution can be sonewhet corrccted hy i‘: seal -

devicee.r progrese:.va meo;e , capltal gains tax, and differentiation be‘tWem _ N
wearne& and unearned incom; end between 1ncome gained and mcome consumed

plne estate dut.:.es. Compensatmg measures ‘must 'be taken 80 that i.nca'rse-r
red:.str:.butzon wl.llrnot unduly lower the saving pot.entiale Concent.rat.im et

m

industry cannot be avoided where there are economies of scale 2 but it esn bu

,.ﬁ @, = B

controlled by special tax devices (different amort:l.sat:on periods', for ,‘
inetance) beyond the point. of dmi.nishing costs and in those '.Lndustrie.x m
wh:.ch there are no dim:i.nish:.ng costsa Publ:.c mveetment in mompoli*‘tm .
sectors of mdust.ry mey maintain a higher degree of (:n:u'*xpet:'Lt:!cn'ui Inet.:.t.z..;u 1.

- changes in the capital market,, for instance, goverzment. holding a [:\ropdl‘t.:‘n
of nonuvot:\ng sharea with pr:.vat.e manegement are worth eapiorir . All hess -
measures are palliatives, not perfect'.- solut-ionsq bocial str;vificetion y '

~ strong independent civil service, univereit.ies, and urit.ere ws.th a:.!’f'evrrr. -
‘often “monastic“ value ray create social countervailirg force which W11 dimit
the concent.reticn of power withou’e restraming technical pmgr 258 31.45. -
concent.rat:.on o.t :i.nd1.1s’f.r;r.a R

) The social sciences do not: mdicate unequi.v:;cal princ:.ple& of social
engineermg., We do not know precisely how to avoid the »dan.,ers of :lcessi\e
concentratien of economic power mt.hout reducing economie eff:.cienc:,r a. }. t‘
rate of growth, A tentative groping for pragmet.ic solutic-n w:.ll t.hrcw mETE
light on th:l.s dntricate set of prohlems It will notably probe what e"ii,} %

eacrifiee of efficiency for the seke of a notab].e ‘increase in equity may &
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vorthwhile, New social and econcmic institutions end forms may emcrgze
in this proccss, *wareness of the costs and the results will mark the

building of 2 socialistic pattern of the Indian society.



