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Developll£nt is not only a ter:hnical but a social. and economic problem .. 

. -'A technical problem considers a ~Jltiplicit~ of means ept to achieve one 

given endo An economic problem considers a system (rnultiplicity) of means 

·apt ta achieve a system (multiplicity) of ends.. lihere there is not one but 

a multiplicity of. ends various ends may- not be har1110nious but ~7 be in 

substantial or partial conflict with each other.. To achitve more of one rod 
0 0 

may be possible only at the expense of achieving less of another end. An 

ethical (moral) valuation has to attach different weights of relativo il!'pcl'tllnr~ -. ' 

to various ends... In this W87 the national community will dete1"llline expUclty 

or implicitiy a hierarch;r of endso. By contrasting a system of· means (givm 

hW11Bn and natural resource_s and ways of using them made possible by a givon 

technology) with a &y~~tem (hierarchy) of ends the society e;cpresses it:~ 

choice of economic and social policy~ 

- Over- the past d-ecade through the Five Year Plans India has formulated h~•· 
. _, ; 

objectives_ in two rea:ln groups_:.. economic ends to secure a risins stenckrd c f 
'· < 0 

living for all citizens; and social ends to achieve soc:1al justice, i.e., 

equaliti of opportunity, and a reduction in :Inequalities of i\'lCc:oo, ~:cr::ltt>, 

&nd economic power--~ich constitute a "socialist pattern of sociGty." 

Let us consider the implications, conflicts. and choices invol"ed within 

each and betwoon these tvo groups of endsa 

Economic Objectives 

In order to secure a ris:lng standard of living a high rate of groNth 

(!) per cant) has to be achieved and susta:lned. 
•. 

In order to susta:ln the rt::te 

of ~h over the future.- substantial :Investments h!ve to '!le ~de \.T.ich li;Ji! 

the achievable improvement in the standard of living in the :l.nn-:;die·l;~ fl.'t,>l"'Do 
. I 

Without provid:lng for future growth a 6 or 7 per cant increase 1n eonsUil!ptiOJl 
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could be secured for the next five :-ear:r; providing tor sol!!e tuture growth 
~< "" 

will confine it to $ per cent; providing tor a higher rate or gl:'Oll't.h L,., · 

the future would further lower it below S per cento A series of cLoicca 

between eating ('somewhat' or 1lll1.lch' ) less todq tor the aaka of ca tlng 
' 

· ( '~o111e'ldult' or *liiUCh') 1110re tomorrow has to be made • . ' 

'• 

,In order to achieve seU'-suatain1ng growth in fifteen years c;o::tl,y 
• < • ' • '·'· I ' - : 

(i9 e. 1 greater) import-saving and.. export .. gaining investments have to be t-':ldo 
' ' - -. -, ' . ~ -.... 

which will, further limit the achievable improvement in the standard or liv1r.~ 
• ' '~ -- • ~ <f """ .,, ·- -

over the next five or ten. 7ears to' on:q L per cent per annUlll, 1. e., 2 per 
. . ' . ;. . ' •. ""-·~- -'" - ~ . -

cent. per . bead,. 

A higher .rate of growth viU 111. the long ~ lead to more employrnont .. 
' .· . . ' 

. In the alort. run, however, there is a conflict between "uxilmlm output" and 
- • • • • i .. • " -

'production 'can increase emploJIIlent today at the expense or producing a . . ' . . 
' 

lover-value output, and notabJ.r. less surplus which provideo investible fcr.c!a . . 
for 111ore output and emplo1J116Dt tomorrow •.. A .choice haa to be ~~~&de: l'lON cr.·.1.>)..:-.;·•· 

r· . --

in the 1960's 11187 111ean leas anploJlllent than wuld othe1"Wiae have been pcc:si.blo 

in the 1970's .. ;·· 

A natiCJD'a choice of social. time preference la a value ;uc.g;~ent o:1 hc~r 

much the present can sacrifice for the futurl! generation., A ticn-elof:~nt 

conscious communit7 builds for the future:-but the present gsneretian hs:s ~.1~> 

a ri&ht to Uvea 

Social Objectives 

Tbe conflict between mn1Ulising output or l!~Uimiaing employncnt b 

pr~ a social proble111.. It reVeals two out of the three type3 of 1nccrno 

inequalities in' Indiaa 
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2. Insq113lity ot i;1corae bet~Jeen tbe bulk ot the f&rlcultNBl (rura"l) 

and t.Jle bulk ot the industrial (urban) population. 

J. Inequality of i."lCO!lle (and wealt.'r and pot.>cr) between the 9;-n po:r C:·T<~ 

of the very poor or poor and the J..S per cent of the rich c:.r- Hr:i 1o:• • .:: 

people. 

While the third type ot inequality hits the eye and und<;ret;n~!l~ly cc-..':"t:l.! 

indignant heartbeats, the first two are not so much in the forq;1·o~,d of 

public conscience although they are quantitativel,y end qualit~L:I.vcl;r r.:•;r•· 

important. 

Full employment is undoubte~ the first step to1.• providinJ a r.•in~. •· 

ot equality of opportunity and for establishing a socialist pottf!:m d' 

society. This is India's fundamental aim. It is hoped to es!;ab~d: :F. 

within a generation. Full employment in an underdeveloped countr1 is " 

structural problem quite different from that in developed countries. ;:1·11 

conflict between raising the standard of living and greater eqlUll:'.tJ· in 

income distribution ma.lces it impossible to establish it overnig;"<t. ';,"~"' r. ·· 

to a greater personal (and regional) equality IIIBY lead to a s..'1Cl;:t=:.·~;;n fi''~. c 

(personal and regional) inequality in the sense that aome r.r;;u (";y;;·~::.r:; 

points") and people in f.hem increase their income at a higher r~te t!::r~ c: ·, : • .• 

The diffusion of the increase in income 11hich marks the intogr;.;ticn of 61 

national economy can come onl,y at a second later stage. T!:eoll m·9 t'".~ •~'- ~ .• '· 

growing pains of an underdeveloped economy. Wlat matters pri.;,-_cl'ilr is r-.:; '·-·: 

lose sight of the final goal end to see to it that veeted intcru;t,:l "l". d:i 

neither delay nO!' prevent i.tl!l schievl!illent. SolllB alleviating t•e:u'ar·e L: ·;;,:;n·::• 

can make the path less painful even though they may well prolong it. fc-~nc::<..': 



before a aatiaf'actor-.f standar·l of livir:g for all 's H:!:·<:':~·cl, ;;rd :..nc i ., •: 

excessivel,y. The economic d<;Vclopment operction is un~:vo:!t.h•b2.y pr·:i.dt'l, 

but progress in economic knowledge in the tv.eut.ieth cmturJ' c;::~ rr·~~ ~ '.; 

shorter and can provide partial anesthetics which did not l':z1.rJt :ln ''·'" 

nineteenth centur,y. 

Raising agricultural output to 100 million tons by 1966, prc·v.:c.:;-- -; 
• 

the social overhead capital in transport and energ;r, end m~·kinrs i.l',;,., (;_1: 

investment in both capital and conawner goods are the w11i.n in:FJ:Ec,-,·,:; rl 

investible funds, will raise employment, but will be im:u~·r i.•:i e<t- ·, _, L · · 

to full emplol"!lent by 1966. A special effort in d.r·ive ::md C•Y,.c.J:'.:: ''·'-· • 

well as a small part of investible funds {say, 10 p6r ce:~·:.) ~>~·,>.!.:1 'ce 

diverted into rural public works in seco11dary ro3d bdlc'i.>1£, c~ ::;;::'<., " 

bunding 1 terracing, etc., llhich contribute to agricultm·a~. c~1- i:·;:Jl r . . ' 

without at first producing moro agricultural productso St;::ll :-:c~~:;::.l,;_~_-. 

very little capital goods or foreign e:xchango, but they cgn u~..:.>l\l c.c''· 

millions of unemployed or underemployed people in rur&l India. .lf f'i.\·;; . ' ' • 

people were employed for 200 days a :yaar in such 111 rupee a d:J;-" r :::: :>:•. ::- · . 

works, 100 ·crores per an:•1um wuld have to be round and sp::at- ··cf : ·:.::_ ,.:, '· , 

half wultl bE! spent by the additionally employed on food a'"d <''J',•::(·l· ;· ;._,' ·, 

cent in home produced textiles and household goods--and eno-t!::,;: Z~ --..:.: ' 

of capital goods may have to be added. Rural tect>.nic2l ech~::~).:, '..;, ·:·.-~ 

ot six to ten month courses ia a necessary coroll.ary to Bt<: ;::::-.;:·.··.-: .. · ··-" 



• activities can be found. The real problem here b OZ'(;~nisu';;1cn ret;<'!' t:·:, 

car)ital. Other forms of public "-orks, Helfnre activ1ti('s1 Dnl prr:~.;:...:t,i:;.,, 

to labour~intensive small enterprise form the bulk of "anesthetic:'!" ·11crc 

10 per cent of national investment may create a multiple propo1·tion c~ 

additional employment. 

Equality of Opportunity 

!n a somewhat longer run education is the main instl"rr..ent o! eddH.!.; 

employment. This is so fundamental that it has to be discu.sssd ~cp<tro~e\.' c :; 

the main avenue to equality of opportunity. 

Equality of opportunity rather than equality of inco:r..e is the t.:r;.;.c:. 

tenet of a JDOdern society. Incomes in some occupations 11l.3'7 \'ell be ::! -~::~. 

than in others, provided the entry into thoso occupations is froc: ~ ... ~ 

equal:cy' accessible to eveeybody. Full employment, i.e., the po.<-.'J'F;;· .. f 

earning a living by work, represents a minimum or equalit;r of O?.COl't u·.J ·•-/, 

F.Ven tor that in sufficient minimum, widespread education:Jl e··,J tr:;hj·:;: 

!acUities have to be provided. Solll8 training may enable 'I>'Orbrs l•:J f!.r.i 

jobs quickl,y and thereby to-increase national income. General ..,,; ... ,.., :.1 " · ' '·, 

reveal its economic effects--decisive fundamental and not sub.-~.-~.tu~,,,:,k ,. .. :::.·· :- :. 

only after a longer gestation period or 10 to 20 years. Input of eC: .•c:,t. · 

today will increa;e national output the day after tomonCN. Ge,1cral cc:u.:c·~.: -

is 1n this sense a true social overhead capital with indirect a;» del•':''': 

economic effects. From an inadmissibly narrow economic point of v:Le\1 ·.::1.'· :: 

diSCOunts future increaseS i..'l product it might appear that poe;,• COU!!'~r~.C.l r.,• r. 

a!!ord to invest more than a minimum in this field.. Free access to cd,;c"t]-: :1 
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value to it-even if it coo onJ.,r be Naliacd 1'1 l.S t.o ?.0 y~.er.> i-in•c .. t: :. 

increases in material goods above the mic:IL.ll'JJB or s;J:;Dister.co ~-:tlch c.ou iJ, 

• 
must therefore flow into-~ucationo 

To raise the rate of growth from three to four ar:d a halt Ol' :..'~ ve l,-: 

cent per annum is a great achievement, which, if r.~·steined, n<.i.ll cll:?u~,. :r · 

Indian societ7 in one generation. S11ch a ch:mce rop;.·cscnts a l"O'l.J}::.l;lcn 

achieved b7 evolutiona17 methods. To raie:e the rate of gro;;t~, fl'lo::t .~i "'" 

seven per cent per annum ma7 not be mere difference in dcgret; H rUJ/ 'Jc 

difference in kind passing a "supersonic barrier" ct ~cv310;Z<;..:.n·~, B <15 •;c,, ·. 

ju.'llp requiring a thorough shake--up of society tihile pre.~e!"!ir:" '.k• h: :_:. · 

freedoms. Only a tremendous effort vastly increasing the lcmar~H-;,- <·•ir) ·,·. 

vibrant and eager. High productivit7 1n agriculture as ~.,:11 :3 ;;_,: ···::.~ 

can best be achieved by such an educational revolutico1o T;:c'; .:1 L ~ J , 

thoroughly reshape old ectablished attitudes and ina';ituti:-'15, cJ.'.' -~ ::_:, 

will diarupt continuity, it need not enclengcr netto::::]. cc;;~sic . .\ .::::c' ·-··· · · 

We cannot foreeee the paths or single social and econc;>;ic ,. )\· · .. ,, · 

describe 1n detail the mechanism of this change, beyond bolit:cJi.::e: ·,::"t 

there's a will there's a way-•-but the general pattern ot c:><:<' o::•c t ·• 

It is not beyond our range of possibilities to pJ.an for e:...:i1 ='' --:; r • ..... . 

• ·.· ' 

Increases in expenditure on education beginning fro.'ll 100 crorcs irl <. '' i' · · · 

year and rising b7 100 crores per annum to additional 500 c:ror.cs b : : .. , 

year of the Plan seera to be in approJdmate order of megnitt-de. ;\t :t • .:c,; r ·• .. 



ri:;in,?; dcm:.:::::~ic production dl.t!'"lr_g the Fo'.!!'t:1 Pk.n. Tha c~.her hulf of :1:.: 

e::penditure must co;rJ3 either from :!.<~creased s&Yings or from a cut :L-1. l:0rr1 

other investments. 

Reduction in Inequalities of Wealt~ and Po~r 

This is the most dUficult part of establishing a eodalis:O p~·~ -~., "'n 

societ;y. The conflict between equit;y and efficiency-~:!..e., cet'.'ee•l ;r ·:·.o·· 

justice and the rate of growth-is deeper and more ditfic~lt t.:~ reJc·\v·.l ;. 

an underdeveloped than in a developed countcy. ConcentraUon in l:'·'·"·"' · 'i 

sectors is the unavoidable corollacy of efficient n;>id g·":r'o!:, L·'' ·1 

developed countries, where entry or new !'inns llil.d potential c.:r·,c~.Jt L·: .. 

possible, monopolistic tendencies are il!lperfectly- control~v:d by ~!"' 1.: ... :r ·t·· 

legislation and less imparf'ectly by a low-tariff' iJ:~,:~rt p01jry t.Y.J.;:l. 

international to the imperfect national competition. In u:1 w.•ic·lX(;'!~],.,T: c 

country lack or capital, management, and technical~ compi:>tcni; pen:.1r. ·J. 

the one hand 'and the small size of the market on the ot:1er hard lir:Lt .h' 

entry of now firms. Moreover, shortage of foreign exchange~~~ t0 i··:'· 

to use imports as a price controlling device. Even at a later stc:z; t <1•·'. " 

trends do not stop concentration of' management at least, if not of o:;, =~·,' · 

l?nlargement and modernisation of existing firms are in r.::a:1y c;-,1ca d•. ~:. , .. • : 

the creation of new unite. 

Price control may be thought of as an effective device. 'J.':1c C:'l~~:···; 

in mm;y countries is not encouraging, and the handling of prlc:o o:: .. ·.•r., -

foreign exchange scarcity' and import licensing il!lpoa,es en e\·e .• ::'=··:.,.:.:1 1 · 

, on this inadequate tool. The fundamental difficulty lies :l::'J'''lc·ro, L·.-
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~he pric~..lr1ec:tanism ~s an essentbl tool !or efficient sllocation or rcsct.crcr'! 
• ~; -' - '-_ "", - '-- '- 'E,- • : ' ' • -

and should not be used for converting either income distribution or conea.tre-·· 
- - ~ . . ' . 

. ,. ~ ' - -_- _, 1,,, _,"1 • -'; 

ticn of. industryo': Nor should income distribution and concentration of inciust.r.r 
" • I -

' 
- -"'" ,.- 10> 

be' always correlated~ ' Income distribution can be somem11t corrected by i'i.scal · 
' - - .. -· '~ 

-_ ' - •' - . . ) 

1 devices: progres~ive incomej capital. gains tax, and differentiation betwem\ 
~ ~-
(I - - - - , J,ff' I - ' • ' • 0 • 

*earned and_ unearned. income and between income gained and income consumoo 

plU~ estate duti~s. Compensating measures must be taken so that income-

redistribution_ ~not unduzy lower the saving potentialG ·Concentration er 
_-Jij _. • - • -- ~ ,-' 

I industxy cannot 1Je avoided where there are economies of scale, 'but it csrt ba 
--~ • "' .- = .. 

•. controlled by spe~ial. tax devices (different amortisation periods, for 
•· 

_ ilistance) .beyond the point ot diminishing costs and. in those industri~.r ~1 

'Which. there .are no diminishing costs. Public investment in monopolistic . 
I_ •e 

sectors of industry may maintain a higher degree of competition4 l'nstita~ic<'i).l 

changes in the capitalmsrket, tor. instance, government ,holding a prop:Jrt~,-,n 
• t, ~' 'I 

ot non~voting shares with private management• are worth -explorin~; All th~:~e •. 

measures ere palliatives, not perf'ect solutionso :')o~ial strat.U'icvtion, a 

strong independent civil servic~. universities, ~d ~ters 'With ciiffev-rr:i 
' ' . . . . . 

'"'· 
often -"monastic" value may create social countervailing force 'l>i1ich v.Ul J>:,::.t:. 

• • • 0-,.• ,,. 

;'"' 

the concentration of power without. restra:i.rling t~chnical progress ami 
' 

·.·.concentration o! industry •. , 
~ ' '' 

The social sciences do .not, indicate unequivocal principles o! social ,, 
::•; .k ~ 

engineering 4 We do not !mow precisely how tQ IJVoid. the dan;;ers of e-..:t:~flSi\'e · 
,., ._ 

co~centration ot economic power without reducing economic efficiency a· . .l t.Le, 
' -, •:::::· :. -

rate or growth., A tentative groping tor pragmatic solution 'Will u,rclf mc:-<J 
- -- ' ' -_, ~ I '-·~, • -

light on this intricate set of problems. lt will notably probe '!-."hat sUi;J:~ . 
.}' ·-~-- ' 

sacrifice ot efficianc;r tor the sake ot a no'!;able ;increase in. equity mny 1:::;; . •\'._ . . ... _,__ 
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worthwhile. NtiU social and economic institutions tlnd rort:!S r.:ay emerge 

in thio procc~s. lwareness of the costs and the results will mark the 

building of a socialistic pattern of the Indian society. 


