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THE APPROACH TO THE FIFTH PLAN: FIRST IMPRESSIONS 

By K.N. R a j  

The Approach t o  the F i f t h  Plan i s  an important document both 

for what it  e x p l i c i t l y  s t a t e s  and what i t  does not .  For the  f i r s t  

time the planning Commission has presented an esiimate of the  d i r ec t  

and indirect  f o r e i e  oxchange requirements a t t r ibu tab le  t o  se lec t ive  

c h q e s  i n  the consumption pa t t e rn  of  the upper strata of Indian 

society; and a t t e n t i o n  has  been focussed on it as a major considera- 

tion governing the  choice between the a l t e r n a t i v e  pattern8 of growth 

that bight be considerrd i n  the preparation of  the Plan. Viewed 

against t he  background of the e a r l i e r  policy formulations re la t fng  

to  planning i n  India  t h i s  r epresents a s ign i f ican t  contribution. 

Two a l te rna t ives  (or var ian ts )  a re  described i n  some d e t a i l  

i n  the document, one based on the assumption t h a t  the  d i s t r ibu t ion  

of consumption expenditure between the  di f ferent  size-groups 

(c lass i f ied  according to dec i l e s )  would remain the same as  i n  1968- 

69 during the Plan period,  the other on the assumption of a major 

eh i f t  i n  favdur of the  bottom three  dec i les  of the population. The 

second variant shows considerable improvement i n  the balance of 

payments when compared t o  the f i r s t ;  and it is "preferredtp both 

because it en ta i l s  greater  r e d h i o n  of poverty (by the assumption . . 
regarding the pattern of consumption) and for  the reason tha t  the 

goal o f  zero ne t  foreign aid can be achieved more quickly. 

The reason why the second variant  makes fo r  a smaller de f i c i t  

i n  the balance of  payments, and'what it implies, have been c l ea r ly  

stated. "Now t h a t  self-sufficiency has been achieved i n  foodgrabs ,  



the  consumption pat tern of the lower income s t r a t a  bas a much lower 

import content, compared to the middle and upper income s t r a t a ,  

taking i n t o .  account both imports . . t h a t  d i r e c t l y  go in to  consumption 

ahd those tha.t do s6 i n d i r e c t l y . v i a  domestic production of consump- 

. t i on  .goods. I n '  f a c t ,  the attainment of s e l f  -reliance to an impor ta 

extent depends on how soon the middle and the upper income s t r a t a  

'exercise the needed res t r a in t  on t h e i r  consumption, par t icular ly  

'of goods and services tha t  have a s ignif icant  import contentn. 

I t ' h a s  a lso been pointed out t h a t  " t h i s  lends support t o  the hypotb 

t h a t  a part  of the requirements for net aid s t e m  from a pat tern of 

coneumption weighted i n  favour of the more aff luent  sections .'I 

What 4.8 - the  order of the decline i n  the balance of paykn t s  

d e f i c i t  i f  the preferred v k i a n t  i s  adopted? . The o f f i c i a l  document 

a s  now published, gives no, . indication. But t h ~  e a r l i e r  version 

(apparently pr ior  t o  k t s  approval by th,e ~ab ine*)  had been publishe 

i n  a leading finanoial  d a i l y  ear ly  in. ~ecernber according to i t ,  

the d e f i c i t  on current account' i n  the balance of payments over the 

Plan'period was estimated a t  around lb.3000 crores by t h o  .Resources 

Working Group appointed by the Planning Commission. According t o  

the approved o f f i c i a l  document, the !gross.externa;L aid  assumed for 

the Plan i s  Rs.3000 .cx?ores ; but Rs.1600 .crores i s  expected t o  be 

croree "under o*her components of t be.  balance-of-payments on capita 
net 

accouxitH ,. and ,so t h e  amount of/aid available for financing the 

current  accoun't d e f i c i t  would. be only Rs.lOOO crores.  One may 

therefore infer  thab t,he estimated reduction i n  the  current account 



def ic i t ,  by adopting the  second var iant ,  i s  Rs.2000 crores (or  

~s.400 crores  per annum on the average) -- par t icu lar ly  since no 

other estimate of the Resources Working Group appears t o  have been 

modified i n  the o f f i c i a l  version of  the Approach paper now published. 

Those in te res ted  i n  the technical  d e t a i l s  of the exerciee 

would w a n t  t o  h o w  the assumptions on which t h e  estimate has been 

arr ived at. Considering the nature of the d a t a  available some of 

these assw.tip.t;ions a re  of course l i k e l y  to  have been very much i n  

the nature of gtguesstimatesw. But t h i s  i a  not a feature o f  t h i s  

par t icular  e3tirnate alone; oven the estimate of investment and 

saving i n  the Indian economy are baaed i n  par t  on wild guesses. 

A t  l e a s t  ten ta t ive ly  one may proceed on the assumption that  the 

estimated reduction i n  imports i s  feas ib le  provided d r a s t i c  cuts  

can be made i n  ce r t a in  items of consumption of the  middle and upper- 

income groups. 

The second variant may be dismissed by some a s  nothing b u t  

an arithmetical exercise the character is t ics  and implications of 

whichwere already well known. Th53 would be no i t  her f a i r  nor correct. 

Ear l ier  estimates which indicated tha t  the  foreign exchange content 
I 

of n l ~ ~ ~ y l t ,  and ltsemi-luxuryw consumption w a s  f a i l y  high have been 

hotly contest6d by many i n  the  profession and have generally not 

found acce.ptance. The present estimate may meet the same f a t e ,  but . . 

w h a t  cannot be maintained is tha t  the precise implications of the 

.second variant  i n  the form they have been presented were valwaysw 

known and t h a t  there therefore i s  nothing s ignif icant  about it. 

Actually, u n t i l  now, the prac t ice  has been t o  regard "maintern 

importsgt as  something that  needed t o  be given h igh  p r i o r i t y  without 



almost any reference to  the ultimate source of demand. In  1966 the 

lack of adequate foreign exchange f o r  Itmaintenance import sw was 

ident i f ied  ae the main reason for under-utilization of capacity 

i n  manufacturing industry,  without diatin-ing: z b t w e s n  .:the,.d'~ff.e~( 

kinds of demand fo which the ex is t ing  capacity was oriented;  the 

whole policy package of devaluation, import l i be ra l i za t ion ,  and 

dependance on massive aid for a period was defended pn t h i s  ground. 

Not many who accepted t h i s '  position have since then cared t o  re- 

examine carefully and hopestly where and why some of t h e i r  basic 

assumptions went wrong. But, i n  any case,  they cannot now deny 

tha t  the  "preferredn var iant  for the F i f th  Plan period r e s t s  on a 

wholly d i f fe rent  s e t  o f  asskuptions, and tha t  , the differences a re  

import ant enough f o r  a for thr ight ,  open debate of the issues involved 

It would be much more pertinent i f ,  assuming t h a t  the  estirnatl 

i s  not f a r  off  the mark, one were t o  ask how precisely the postulata 
w 

reduction i n  the consumption of the upper s t r a t a  of .  society i s  to  be 

brought about. It i s  not enough t o .  reduce disposable incomes a t  

th i s  l e v e l  (even if that  were possible)', .because the consequent cut 
. . 

may well be i n  savings r a the r  than i n  consumption; moreover, the cut! 

have t o  be mainly in consumption with lfs&gnificant import contentu 

(or export po tent ia l ) .  

The National Development Counc 3.1 has been promised another 

document i n  tho near future se t t ing  out i n  f u l l  the  policy-frame 

for the  implementation of the approved variant .  Perhaps t h i s  i s  t h e  

reason why no questions *ere ra ised on t h e  very important and down- 

to-earth questions of policy and implementation which the preferred 



variant  ra ises .  B u t  there are enough hints  i n  the document as t o  
E 

what a re  l i k e l y  t o  be the  main consti tuents of the policy frame; 

and they do r a i s e  i ssues  tha t  should and could have been discussed 

before the  f i n a l  stamp of approval w a s  put on it by such an important 

decision-making body i n  the country. 

For instance,  though a b r i e f  reference has been made to  the 

ra t iona le  of the land reform measures already decided upon, it i s  

c l e a r  tha t  no major redis t r ibut ion of w e a l t h  or income i s  anticipated. 

It has i n  f ac t  been expl ic i t ly  s t a t ed  t h a t  since t h e  r a t i o  of savings 

t o  income i s  postulated to  go up, and the household sector w i l l  have 

a predominant ro le  i n  generating savings, "the income o f t h e  r ich 

w i l l  show an increase" ; t h a t  "inducements must be give*.  to' potent ia l  

savers t o  invest t h e i r  savings i n  soc ia l ly  productive asse ts  where 

p o s s i b i l i t i e s  of d i r e c t  investment e x i s t  as i n  the case of agriculture 

and unincorporated enterprises" ; t h a t  "the incentives offered t o  

po tent ia l  savers must be 'a t t ract ive enough to make them invest i n  

f inancia l  asse ts f r ;  and tha t  '!purely f i s c a l  devices a re  unlikely 

t o  make a substant ia l  impact on the  exist ing income d i f fe ren t i a l s  

a t  the accrual s tagefv.  How then i s  tho logic of the proposed re-  

d i s t r ibu t ive  growth process to be t ranslated in to  practice? 

Tho Approach paper recognizes t h a t  the basic problem of economic 

policy i s  t o  ensure tha t  "such a logic ge ts  translated in to  observable 

real i ty ."  But the fur ther  thoughtd of the Commission on t h i s  crucial  

issue a re  ra ther  vague. One suspects tha t ,  unless the Commission has 

del iberately  chosen to  hide something very important it has up i t s  

sleeve, w h a t  i t  w i l l  ultimately come up w i t h  i n  the next doctiment on 



the policy-frame may not be so very d i f fe rent  from the kind of .general 

recipes t h a t  have been offered i n  the past .  .This fear  i s  strengthened 

by the statement tha t  the att.ainment o f  self-rel iance depends , t o  a 

large extent  on "how soon the middle and the upper: Lqcome. , s t r a t a  exerd 

the needed r e s t r a i n t  on t h e i r  consumptimw. If r e s t r a i n t  and other 

such indLvidual v i r tues  a re  t o  be t h e  main instruments of .po13'cy t h o  
. . 

. I  . . , 

r e s u l t s  a re  . l i ke ly  . t o  be no different  t h a n . i n  .the past .  
. . ,  

There i a  a br ief  reference t o  the production pattern baing 

controlled mlch t ha t  " inessent ia l  but expensive a r t i c l o s  of consumptfl 

a re  not made available",  and t o  the "licensing policy and other 

instruments a t  .t he disposal of the Government being used for t hds 
4 ,  

purpose1*. This is  perhaps the mos t  con= e t e  suggestion for bringing 

about the postulated redis t r ibut ion.  But i t  ra i ses  some, questions. 
. . 

Can physical controls over production be e f fec t ive  i n  curtailing. 

supplies when there i s  considerable demand f o r  the products, concerned . . 

and the controls imposed may have themselves the e f fec t  ra is ing the 
, '  I 

prof'itability of manufacturing the necessary intermediate goods o r  
I 

of divert ing i l l e g a l l y  the imports f r o m  other uses? What would ore 

do w i t h  the considerable capacity already i n s t a l l e d  i n  industries 

catering t o  these requirements? The l a t t e r  i s  porhaps not quite so 

serious a.problem a s  the former, since i t  may be possible t o  d iver t  

t o  more e s sen t i a l  uses a t  l e a s t  par t  of the capacity ins ta l led  f o r  tq . . 

production o f  *tluxyry*t and 11 semi-lwcurytt goods (such as by producing 
t ..' * 

. 
more buses and trucks . , . .  w i t h  , . the capac i ty . ins ta l led  for manuCacturing 

ca r s ) ;  par t  of the outpqt can also probably. b ' .  be , .  exported,,;thoqgh i t  



s o c i a l i s t  count r ies  anxious t o  achieve higher standards of consumption 

a r e  w i l l i n g  t o  obl ige,  i n  exchange f o r  India importing from them the  

c a p i t a l  and intermediate g o d s  e s s e n t i a l  f o r  'the plan). The Commission 

i t g e l f  seems t o  v i sua l i ze  the so lu t ion  mainly i n  terms of promoting 

the  exports  of the  "luxuryn goods, 

If the  incomes of those i n  the middle and upper income strata 

cannot be prevented from growing, an a l t e r n a t i v e  course t h a t  could be 

adopted t o  check consumption of a r t i c l e s  with high d i r e c t  o r  i n d i r e c t  

import content i s  t o  r a i s e  t h e i r  pr ices  r e l a t i v e l y  t o  those of o thers  

by imposing much higher  i n d i r e c t  taxes on them. I n  t h i s  way pa r t  of 

these incomes could a l s o  be mopped up. If the i n d i r e c t  taxee a r e  

pitched high enough t o  serve these purposes t h e i r  e f fec t ive  administra- 
.-- . 

t i o n  (eeg. of excise du t i e s )  may of course pose many d i f f i c u l t  problems. 

On the o ther  h a ~ d  these problems w i l l  be no d i f f e r e n t  in charac ter ,  

ard possibly not  any more severe, than thoee involved i n  d i r e c t l y  

cont ro l l ing  the  production pat tern,  

It is not very c l e a r  what prec ise ly  a r e  the a r t i c l e s  af consump- 

t i o n  of the uppor and middle income strata on which the a t e  w i l l  have 

t o  f a l l  i n  order t o  br ing  about the  required reduction i n  the import 

b i l l ,  Perhaps the  more disaggregated mater ial  balances, t o  which the 

document r e f e r e ,  w i l l  throw some l i g h t  when they a r e  published, Some 

of the  broad implicat ions of the contemplated r e d i s t r i b u t i o n  can 

however be infer red  even without going in to  the  d e t a i l s .  

!he :op th ree  d e c i l e s  of the  population (arranged according 

to  l e v e l s  of per c a p i t a  consumption) covers a. spectrurn that would 



include no t  only the  very r i c h  and the upper income groups (who 

might a t  bes t  form the  top 5 per cent of the population) but 

l a rge  numbers who would be regarded as among the  lower strata qf the 

"middle c lassesw m even lower. This w i l l  be evident from estimates 

of the  average per c a p i t a  monthly ,&nsumer expenditure of the  popula- 

t i o n  belonging t o  each of the  top th ree  'deci les .  The following 

t a b l e  shows rough est imates  fo r  an average family of f i v e  members 

belonging t o  each of these  dec i l e s ,  and to  the  top and bottom halves 

of the f i r s t  and t h i r d  dec i l e s ,  i n  the  last  year of the  Fourth Plan 

(assuming t h a t  the  r a t e  of growth i n  t h e  last two years  of the Plan 

period i s  r ea l i sed  as postulated i n  the Armroach p p e r ) :  

Monthly Consufner Ekpenditure of a hmfl~. . of Five Members. 
Belonging to  the Top Three Deciles i n  1973-74 ( a t  1971-72 priceq) 

(in rupees) 

F i r s t  d e c i l e  Rs. 640. 5 

T9p half  of the d e c i l e  Rs. 766.5 
Bottom half of the d e c i l e  RsO526.5 

Second dec i l e  Rs.418.5 

Third dec i l e  Rs.338.5 

Top half  of the dec i l e  Rs.  392.5 
Bottom half  of the d e c i l e  Rs.  284.5 

Obviously, if the c u t  i n  consumption expenditure, however small, i s  

designed t o  fal l  on a l l  those beldnging t g  t h e  top  three  dec i l e s ,  it 

w i l l  i :-svitably a f f e c t  even fami l ies  with annual income of no more 

than about Rs.3000 t o  Rs. 3500. 



The Approach document makes it c l e a r  t h a t  the second var iant  

would involve a cu t  of approximately 5 per  cent i n  the per cap i t a  

consumption of those belonging t o  the  top three  dec i l e s  of the  popula- 

t i o n  taken as a whole. But no indica t ion  has been given of how the 

iacldPnce of the cut  is proposed t o  be d i s t r ibu ted  among them. On 

t h i s  w i l l  depend the range of the items t h a t  w i l l  need t o  be covered 

and the extent of the cut  requi res  i n  each case. For instance,  if 

a l l  the  cu t s  i n  consumption a re  to  f a l l  only on the  top 5 per  cent 

of the  population, and the r e s t  of those i n  the top t h r e e  dec i l e s  

a r e  allowed to  maintain t h e i r  per c a p i t a  conoun~t ion  constant a t  the 

l e v e l  reached i n  1973-74, the per c a p i t a  consumption expenditure of 

t h i s  top  5 per cent  of the population w i l l  have to  be reduced by 

near ly  1 5  per  cent;  it i s  m i n l y  the luxury and semi-luxury items 

consumed by them that w i l l  then have t o  bear the brunt  of the  cu t s  

i n  conamption and r e l a t e d  imports. On the other  hand, E We 

incidence is spread more widely, a wider range of items may need t h  

be covered. 

I n  f a c t  it i s  when one probes deeper in to  these  and other  

such implications of the  npreferred var iant"  that one could wonder 

how f a r  it i s  feas ib le  po l i t i ca l ly .  I f  t h i s  vari&nt i s  to  be imple- 
a 

mented, the marginal r a t e  of saving of the  top  th ree  d e c i l e s  of the  

population dur i rq  the  Plan period w i l l  probably have t o  be over 100 

per  cent ,  s ince t h e i r  per cap i t a  consumption expenditure i n  1978-79 
0 

w i l l  have to be l ~ w e r  than i n  1973b74 even though t h e i r  income per 
.A 

c a p i t a  i s  presumably expected t o  be higher. ( ~ h o  ca roach paper 

leaves open the question of t he  pa t t e rn  of income generation and 

the consequent r e l a t i o n  between income consumption and savings; but ,  



as indicated e a r l i e r ,  it does say t h a t  the "income of the  r i c h  w i l l  

show an increasev. ) It is of course r i g h t  and proper t h a t ,  if cuts  

in consumption a r e  to  be imposed on any sec t ion  of the population 

t o  secure the resources needed f o r  development, they should . f a l l  . 

on these  th ree  d e c i l e s  at  the top  than on those below. But the  

question remains whether, d v e n  the  ex i s t ing  s t r u c t u r e  of soc ia l  and 

p o l i t i c a l  power i n  the country, c u t s  of the order  needed w i l l  i n  

f a c t  be allowed t o  be made. The Commission has pointed o u t ' t h a t  

"within c e r t a i n  limits, a decis ion on the r a t e  of growth i s  i n  the  

f i n a l  ana lys is  a p o l i t i c a l  one". It should have added t h a t  a 

dec is ion  on the  "preferredw pa t t e rn  of growth is in g r e a t e r  degree 

a p o l i t i c a l  one, and t h a t  the limits within which one var iant  aan 

be preferred over another on teohnical  grounds a r e  i n  f a c t  extremely 

narrow. 

These p o l i t i c a l  questions apa r t ,  there a r e  severa l  other  

i s s u e s  on which the  assumptions made by the  Commission i n  opting f o r  

the  second variant  a r e  not  a l together  clear .  For ine tame ,  since 

the  phasing of the proposed investment i n  the Plan period has not 
. . 

been indicated,  one does not  know whether there  w i l l  be a hump (or  

bunching of investment) i n  the e a k l i e r  years  so t h a t  the increases 
., , . . . 

i n  output r ea l i zab le  from such investment are' secured a t  l e a s t  by 

the terminal year  of the  Plan. Year-wise breakdowns cannot of course 
. . 

be given till the  technica l  requirements and compulsions of the 

proj&;ts a r e  worked out, but some ind ica t ion  of the kind 9f phasing 

the  Commission has i n  mind i s  necessary even a t  t h i s  s tage  because 

(a)  on t h i s  w i l l  depend the marginal r a t e s  of saving and n e t  foreign 



aid  required i n  the e a r l i e r  years  of the Plan period (which, i n  

pr inc ip le ,  could be higher  or lower than the  annual average f o r  the 

period as a whole) an3 therefore  t o  some extent  the f e a s i b i l i t y  of 

the whole approach; and (b) t o  the  extent '  t h a t  teohnical considera- 

t ions  permit f l e x i b i l i t y  i n  phasing, those who are ca l l ed  upon to 

prepare pro j eo t s  f o r  t h e  Plan cm take the relevant  economic 

considerat ions in to  account if appropriate  guidel ines i n  t h i s  

respect  a r e  l a i d  down, 

There a r e  however some estimates given of tho required r a t e s  

of domestic saving at the  beginning and end of the Plan period 

(12.9 per cent  of the gross  nat ional  product i n  1973-74 and 16.6 

per cent of it i n  ,1978-79); i t  i s  a l s o  postulated t h a t  no n e t  

fore ign  a id  w i l l  be needed by the  end of the  period. The expected 

average r a t e  of growth of the  gross  nat ional  product during tho 

Plan period taken as a whole . (5.5 per  cent per  m u m ) ,  the f e a s i b l e  

r a t e  of inorease of public consumption (7 per  cent per annum), the 

required narginal  r a t e  of saving during t h e  Plan (27.9 per cent per  

annum), and the grass domestic investment over the period as a whole 

(RS. 451 66 crores  st 1977-72- p r i ces )  have a l s o  been indicated. From 

some assumptions about the r a t e  of growth of output and pr ices  i n  

the las?; two years  of the Fourth Plan period, and on the f u r t h e r  

simplifying assumptions t h a t  (a) the m o s s  n a t i o n d  product and 

public consumption grow s t e a d i l y  during the  F i f t h  Plan a t  the 

percentage r a t e s  postulated f o r  the  period as a whole, and (b)  the  

marginal r a t e  of saving is constant over the  Plan period, it i s  

possible  t o  work out very roughly the re levant  magnitudes f o r  each 

year  and i d e n t i f y  at  l e a s t  some of the implicat ions of t h i s  kind 

of phasing. 





The main conclusion t h a t  emerges from t h i s  exercise i s  tha t ,  

given the low i n i t i a l  r a t e  of domestic saving, the net  foreign aid 

.required i n  the early years of the Plan period nay have' to  be f a i r l y  

high i f  an investment programme of the order visualized is t o  be 

implemented. Should the gross national product reach higher levels 

i n  these i n i t i a l  years than indicated by the above estimates the 

picture oould be somewhat di f ferent ;  but on the present outlook the 

chances of i t s  being lower appear t o  be greater. 

Dependence on foreign aid i n  the i n i t i a l  years of the Plan 

period can perhaps be reduced if  much f u l l e r  u t i l i z a t i on  of the. 

capacity already ins ta l led could be achieved or  i f  investaent currently 

being undertaken matures adequately by then i n  industr ies which make 

possible import-substitution on a large scale. The Commission does 

i n  f ac t  point out the existence of such under-utilization and 

emphasize the need for  " ins t i tu t ion building, policy making and 

adoption of procedures to  create and u t i l i a e  capacitiesn i n  these 

f i e l d s  . 
But t h i s  kind of hope and exhortation has been expressed i n  

ea r l i e r  documents without leading t o  my significant  resul ts .  Those 

who are  familiar  with the factors  responsible fo r  the under-utilization 

of ins ta l led  capacity i n  the plants, managed by the Hindus tan Steel 

Limited, the Heavy MachineBuilding Plant a t  Ranchi, etc. know how 

unrea l i s t i c  a re  the'assumptions .made by those who s e t  targets  i n  t h i s  

regard without caring to study the problems involved i n  eech case. 

Moreover, some of the decisions taken by the concerned Ministries - 
as i n  respect of the s t ee l  plant a t  Salem -- run wholly contrary to 



the  f u l l  ' u t i l i z a t i o n  of capac i ty  i n  key i n d u s t r i e s  f o r  saving foreign 

exchange (and indeed contrary t o  severa l  o the r  declared object ives  

of the  F i f t h  ~ l a n ) .  It i s  the re fo re  d i f f i c u l t  to  avoid maintaining 

a degree of scepticism i n  t h i s  matter,  u n t i l  t he re  a r e  s igns  of a 

more concrete ,  disaggregated, and consis tent  -approach t o  questions of 

capaci ty u t i l i z a t i o n .  

While the  exis tence of under-ut i l izat ion of capaci ty i n  key 

i n d u s t r i e s  i s  i n  general  a f a c t o r  that could make the  implementation 

of the "preferred va r i an tw  e a s i e r ,  t he re  a r e  some other  very hard 

r e a l i t i e s  of economic performance t h a t  have to  be contended with. 

One of these,  extremely re levant  to  the achievement of the production 

and export t a r g e t s ,  i s  the r a t e  of growth of outpu+ of crops o ther  

t k n  foodgrain i n  the  last few years,  Un t i l  the middle ' s i x t i e s  

the output of these  crops had grown f a s t e r  than of foodgrains ( a t  

3.6 per cent  per amurn i n  the  preceding 15 years  compared t o  3 per  

cent per  mnum in the case of f o ~ d ~ r a i n s ) . ~  Not only has it been 

much lower s ince  then but t h e  t o t a l ' i n c r e s s e  i n  t h e i r  output over 

the e n t i r e  period, I 964-65 t o  1970-71, has been l e s s  than 5 per  cent, 

Not s u r p i s i n g l y ,  the  output of agro-based indus t r i e s  has grown 

during t h i s  period at  a r a t e  of l e s s  than 11/2 per  cent per m u m  

(compared t o  6 per cent per  annurn i n  the case of the o the r  industr ies '  

covered by the index of i n d u s t r i a l  production); and the fore ign  

e~change  earnings from agro-based exports seem t o  have been about 

" one-sixth lower i n  1970-71 than i n  1964-65. 

It is t r u e  that the required growth r a t e  f o r  ag r i cu l tu re ,  

corresponding t o  the preferred va r i an t  f o r  t h e  F i f t h  Plan period, ia 



below the 5 cent 
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r a t e  which, is  general ly  mentioned 

the required rate1'. I f  the est imates  of the  Commission a r e  co r rec t  

it would be enough i f  the r a t e  of growth of output of foodgrains i s  

about 4 per  cent  per  annum 

f i e l d  crops about 4.9 per  rent  per 

annum, during t h i s  period. But these  a r e  higher than the  r a t e s  

r ea l i zed  between 1964-65 a& 1970-71, and s t r i k i n g l y  so i n  t h e  case  

of crops o t h e r  than foodgrains. 

Indeed one of the  ser ious  gaps i n  the  otherwise c l e a r  and 

cogent exposi t ion of the main considerat ions relevant t o  the formula- 

t i o n  of the F i f t h  Plan is  the lack  of a diagnost ic  ana lys i s  of t .?e 

performance of t h e  Indian economy i n  the Fourth Plan period. The 

Commission had made a very good beginning in  t h i 8  respec t  i n  i t s  

Mid-Term Appraisal of the  Fourth Plan published a l i t t l e  over a year 

ago, but  no attempt has been made t o  follow up the  implicat ions 

systematical ly  i n  e i t h e r  the f i r s t  formulation of the approach to  the 

F i f t h  Plan ( l l~owmds the ~ ~ ~ r o s c h " )  published l a s t  summer o r  i n  . 
the l a t e s t  document. 

A l l  t h i s  is  not t o  suggest tFz t  the t a rge t8  indicated i n  the 

Approach paper a r e  t o t a l l y  u n r e a l i s t i c  and cannot possibly be achieved. 

I n  terms of realism', the l a t e s t  document shows some improvement over 

the e a r l i e r  one i n  c e r t a i n  respects .  For ins tance ,  it had been 

ca tegor i ca l ly  aaser ted i n  the  nTotrards the Approach" paper t h a t  "the 

t o t a l  out lay  i n  the  F i f t h  Plan period would have t o  be around twice - 
the s i z e  of the Fourth Plan"; s ince the planned out lay i n  t h e  Foliieth 

Plan was about Rs.25,OOO crores  a5 1967-68 pr i ces ,  t h i s  would have 



required a t o t a l  out lay of around Rs,50,000 crores  i n  the  F i f t h  Plan 

a t , . t h i s  l e v e l  o,f pr ices ,  .!The t o t a l  estimated outlay in t h e  F i f t h  

Plan is s t i l l  plaoed a t  a l i t t l e  over Rs.51,OOO crores  according t o  

the l a t e s t  document, However, not only i s  i t  at  1971-72 p r i ces  but 

the  document makes it c l e a r  that a l l  the  estimates r e l a t e  t o  p o 0 s 8  

investment (unlike i n  the e a r l i e r  Anyone familiar with the 

relevant  concepts and d a t a  can Bee that i n  r e a l  terms the propoaed 

investment out lay  i n  the F i f t h  Plan cannot be much more than about 

50 per  cent  over the  Fourth Plan period; it could be even . l e s s .  

Actually most of t h e  t a r g e t s  indica ted  i n  the  Approach paper 

appear reasona3ly r e a l i ~ t i c ~  except those implici% i n  the  presumed 

r e d i s t r i b u t i o n  .of consumption on the  sca le  cont emplate6 i n  the 

"preferred variant".. It is t r u e  that  very much .,more purposive and 

concerted e f f o r t s  w i l l  be needed t o  improve on..past performance i n  
-. 

almost a l l  s ec to r s  of the economy, but unless  the  p o s s i b i l i t y  of t h i s  

kind of improvement can be postulated the re  i s  not  'much p o i n t . i n  

even attempting t o  acce le ra t e  progres's through planned development. 

The l a c k  of real ism i n  regard to the  presumed r e d i s t r i b u t i o n  

of consumption is b a s i c a l l y .  due to  the p o l i t i c a l  dimensions of a 

programe of the  s o r t  ou t l ined  i n  the f tpreferred variantf t .  One cannot 

wholly blame the Commission f o r  t h i s ,  as it has only responded to  

the pol i t ica .1 d i r e c t j v e  given t o  it and' t r i e d  t o  show a t ,  i f  the  

objec t ives  l a i d  down at  t h e  p o l i t i c a l  l e v e l  a r e  t o  be r ea l i zed ,  it 

can be done given the necessary p o l i t i c a l  understanding, w i l l  and - 
d i sc ip l ine ,  If a percept ib le  dent is t o  be npde i n t o  the  phenomenon 

of mass poverty, and t h i s  i s  to  be achieved along with the attainment 



of self-reliance by the ena of the F i f th  Plan period, it i s  i n  f ac t  

d i f f i c u l t  to  think of any other way of doing it. The b a l l  is therefore 

now i n  the s ide  of the cour t  where it should be. 

I n  the process of placing it there, and more specif ica l ly  by 

the way i n  which i t  has done it, the Commission has made an extremely 

useful contribution. It has questioned the Mnd of f ao i l e  reasoning 

tha t  used to be made till now between development, r a t e s  of growth, 

and foreign aid and thereby given a new direct ion which, if translated 

concretely in to  po l i t i c a l  and economic measures, could make a signi- 

f i c an t  impact on the economy as well as on the processes of eociaJ 

and economic change i n  the country i n  the  future. One only wishes 

that  the precise policy implications of the f f p e f  erred var iantn  had 

been spe l t  out more exp l i c i t l y  than they have been, so t h a t  the 

p o l i t i c a l  leadership cannot l a t e r  blame the Comission f o r  not 

having made more c lea r  - i n  ordinary layman's language of the  kind 

they can understand -- some of the very important aesumptions under- 

lying t h i s  approach. 

On the contrary, the Commission has indicated an all-too- 

obvious escape route to  the po l i t i c a l  leadership which the  shrewder 

among them could not have overlooked when accepting the "preferred 

variantn with apparently zmquestionning enthusiasm. For, i n  opera- 

t ional  terms, the most s ignif icant  observation i n  the Approach paper 

is contained i n  the followinq inference the Commission has drawn 

from i t s  quanti tat ive exercise: 

"An important point emerging from the exercise was t ha t  the 
inter-sectoral patterns of growth i n  the two variants  were 
broadly similar at  the l eve l  of aggregation reflected i n  a 



66 x 66 table .  I n  most cases,  t he  d i f ferences  i n  the r a t e s  of 
growth of individual  sec to r s  were mrgind.......Only i n  f i v e  
of the above sec tors  the d i f ference  i n  the  r a t e  of growth 
exceeded one percentage point.......It follows t h a t  even if 
the reduction of inequal i ty  t h a t  may be ac tua l ly  achieved 
during the F i f t h  Plan period is much l e s s  than postulated i n  
the second va r i an t ,  while i t  w i l l  subs tan t i a l ly  slow down 
progress towards removal of poverty, the broad pat tern of 
growth emerging from the  preferred va r i an t  w i l l  not requi re  
m a  j a r  modification". 

From the technical  angle one could question, prec ise ly  f o r  

t h i s  reason, the value of a quant i ta t ive  exercise a t  t h e  l e v e l  of 

aggregation impl i c i t  i n  the 66 x 66 tab le ;  one could a l s o  be curious 

as t o  how the problems of estimation of t h e  import requirements 

corresponding t o  each of the two va r i an t s  re fer red  to  i n  the paper 

were i n  f a c t  overcome when the l e v e l  of aggregation i s .  such tha t  the 

otherwise important d i f ferences  i n  the pa t te rns  of growth impl i c i t  

i n  these va r i an t s  ge t  so thoroughly concealed. It is obvious however 

that, from the p o l i t i c a l  point of view, t h e  r e s u l t  could not  have 

been regarded as mything  but  a blessing;  ,both those who a r e  willing 

t o  accept the i'mplicatTons of the "preferred variant"  and those who 

are not can accept the Plan as outlined i n  the Approach Faper, 

leaving i t  t o  la te r .  ac t ions  and...non-actions to  decide the eventual 

outcome. 

January 30, 1973. ' 
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FOOTNOTES 

Financial EStpress, December 6 t o  12, 1972. 

2 
llBeeidee the  n e t  inflow of funds corresponding t o  the  d e f i c i t  
on cur rent  account, t he re  i s  another element of d r a f t  on t h e  
r e s t  of the  world, namely, the accrua l  back from i n t e r e s t  
paments  i n  rupees on P.L.480 debts  and deposi tsw.  In' the  
estimate of the  t o t a l  saving ava i lab le  t o  t h e  economy f o r  the  
F i f t h  Plan period by the orginat ing sec to r s  the f i g u r e  given 
f o r  " r e s t  of the  world" i s  therefore  Rs.1203 crores.  Approach 
to  the F i f t h  Plan, 1974-79, p. 33. 

3 
I?ie e f f e c t  t h a t  d ivers ion  of a rea  t o  more remunerative crops 
l i k e  wheat, maize and b a j r a  has had on the  output of important 
crops o t h e r  than foodgrain (such as cot ton and groundnuts) has 
been drawn pointed a t t e n t i o n  to  by Dr. Oharm Narain, Chairman 
of the Agricul tural  Pr ices  Corhmission, i n  an address to  the  
Indian Society of Agricul tural  S t a t i s t i c s  i n  March 1972 on 
"Growth and Imbalances i n  Indian Agriculturen. 

For a f u l l e r  discussion of t h i s  point,  see K.N.Raj ,  P.G.K. 
P a n i h r  and T.N.Krishna~~ATome ~ e r s p e c t i v e s  on ~ l & n i n a  and 
Devel.oprnent with ~ a r t t 6 u i a r  Reference to  Kerala: X P r e l i m i n a q  
Paper on the Approach t o  the F i f th  Five Year Plan ( C e ~ t r e  f o r  
Development Studies , Trivandrum, September 1 972).  
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