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Tbe Approach to the Fifth Plan1 considers the removal of

poverty and the attainment of self—rel1ance as the two major tasks
of this Plan. These objectives are to be reallsed through a re-
distribution of consumption from the top 30 per cent to the bottom

30 per cent of the population and by a reduction in net fdreign aid

inflow to naught by the terminal. year of the Fifth PlanJéTechnical

Note on the Approach'to the Fifth Plan2has—now«been~mede—au§ilab&e

which describes the framework of calculation adopted for determin-

ing the numerical magnitudes of the plan incorporating the above
A SRV e =
objectives_in the mathematical model constructed for this purpose.

This Technical Note s_tates:3

"The heart of the framework of reasoning eonsists in
applying an open static Leontief model for ensuring
terminal year consistency amongst the output levels
of different sectors. For arriving at terminal year
investment levels, a macro-economic growth model has
been used. For estimating consumption, a special
consumption model has been developed which constitutes
an innovation in the context of inter-industry model
bullding. Imports have been endogenously estimated
through cons tructing suitable import coefficient matricee".

This summarises thé'logic of tﬁe model edopted for the'Fifth
Plan. Thus, the model has three parts: a madro-model, primarily
for estimating investment, an input-output model for estimating
sectoral output levels and imports, and a cbnsumption mtdel for

degiving sectoral consumption levels under alternative agsumptionsgda‘

* T am grateful to K.N. Raj and N. Krishnaji for helpful discussions
and comments on an earlier draft. Thanks are due to K. Pushpangadan,
M.K. Sukumaran Nair and A.V. Jose for computational assistance.
However, I am solely responsible for all errors and omissions.



This note attempts an amalysis of the assumptions, technlques§
results made avg:g.gtil in the Technical Note in,order to understa.ncﬂ
their implications for attaining the stated objectives of the Flftw
Plan. In an exercise.of the nature attempted in the Technical Noc%
it is important to bear in mind the sensitivity of tne final resulg
to the data base on.which it is constructed. In this note, however
we have not attempted any examination of the statistical data empl#
and their limitations.

Since the Technical Note does not provide in clear and unambi

language, the step-by-step details on the formulation and the solu
‘ . . !
of the model we first summarise the model. According to our unders

ing, it is presuamably solved in the manner indicated below.

THE MODEL

Step One:

The gross domestic product at factor cost for the terminal ye
estimated by assuming an average annual rafe of growth of 5.5 per
‘to the base year figure. By adding the total indirect taxes to th
figure thus obtained, the gross domestic product at market pricesi
estimated, Next, the total gross investment for the entire plan ps¢
is estimated by applying a global capital-output ratio to the diff
in“fhg gross domestic product at market prices between tne terminal
yéar and the base year. The yearly gross investment figures at ma
prices are then obtained by choosing an appropriate annual rate of
increase to the base-period investment which will make them consist

with the aggregate amount of investment derived earliex. gExports ¢

public consumption are exogenously given.' If the value of impor ¥
of private consumption are known, the estimates of gross domestic {

ing and of net foreign aid ¢an be obtained.
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Step two: SRR

While the annual gross investment is estimated by employing
the equations of the macro-model, it appears that imports and
private consumption could be dérived only by solving simultaneously
a set of equations obtained by combining some from the macro-mode}
with some from the input-vbutput sub-model. Such an integrated
solution also ensures consistency between the macro variables and
the micro-or/seetdrgl estimates, The solution of this system of
simultaneous equations will provide the values of imports and of

aggregate private consumption.

Step Three:

The aggregate private consumption expenditure derived thus is
utilised in the final solutioné of the model, where estimates of
sectoral consumption, of outputs and of imports are obtained. The
aggregate private consumption expenditure is divided into expenditure
in the rural and urban seoctors. The total conéumer expenditure of
each of theée sectors is further allocated among 27 expenditure
classes on the basis of the log-normal distribution fitted to the
consumer expenditure data obtained through the 22nd Round of the
National Sample Survey. The commodity combosition of consumption
for each of the expenditure classes is obtained by applying base-
year consumption proportions to the'totafﬁexpénditure of the respecti-
expenditure class in the.terminal year., The total private consumptior
expenditure on each commodity is then obtained by éggregatiﬁg‘the

expenditures of allclasses on that commodity.



Having estimated the private consumption demand of each
commodity/scctor, the gross domestic value of output of that
commodity/sector can be obfained by solving the equations of the
input-output model. In the input~output model the requirements of
final use of a commodity/sector for publie consumption, for invest-
ment and for exports are specified exogenously. The stock demand
is specified by another set of eQuations which can be combined
with the input-output model for the estimation of the gross values
of outputs. The estimated gross values of outputs can in turn be
utilised to ohtain the sectornl import requirements by solving the

import equations.

RE-DISTRIBUTION OF CONSUMPTION

L« <Eﬁe salient featufes of the models of the type described abovd
are‘weil—known. It is therefore not necessary here to enquire intd
the dynemic properties of this model or the time-paths of the
solu?ions of the equation system, Howevef, the FPifth Five-Year
Plan model incorporates a novel feature which was ignored in
similar earlier models. The implicétions of re—éistribution of
consumption from the richér sections to.the poorer sections of the
community, more specifieally for the growth of sectoral outputs amg
of imports, have been explici?ly introduced into this planning |
model. This is said to have demonstrated that such re-distribution
of consumption is not only éssential for "removing poverty" but

helps to attain "self-reliance". The Approach Paper had in fact

the following interesting (and highly significant) observation:
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"An important finding from the exercise is that reduced - .-

inequality in eonsumption expenditure leads to a reduction

in the total demand for imports. This lends suppert to

the hypothesis that a part of the requirements for net

aid stems from a pattern of consumption weighted in favour

of the more affluent sections. Self-reliance, just as

removal of poverty, calls for ree-distribution of consump-

tion in favour of the low-income groups. Correspondingly

any elitist orientation of the production pattern of

consumer goods has to give way to emphasis on production

of articles of mass consumptibn".
Since re-distribution plays such an important role in the Fifth Plan,
it is necessary to examine the way in which this assumption is
_incorporated into the model and the manner in which it affects the
numerical calculations.

The re-distribution assumption is introduced into the caleula-

. tions through a consumption sub-model. As indicated earlier, the
total private consumption is first broken up in this consumption
sub-model between the urban and the rural sectors. It is also assumed
that the distribution of per coapita total eonsumption expenditure
in both sectors follows log-normal distribution. For this distri-
bution, the degree of inequality as measured by the Lorenz Ratio
depends only on the variance of the distribution. When the'degree
of inequality remains the same, this parameter of the distribution
is unchanged. On the other hand, in the preferred variant, where
the per capita average consumption of the poorest 30 per ceﬂt of
the population would amount to Rs.36.64 and Rs.39.64 respectively,
instead of Bs.26.33 and Rs.28.44 in the rural and urban sectors in
1978-79, the degree of inequality would have changed. Since aggregat:

private consumption expenditure and the consumption expendithre of

the lowest 30 per cent of the population are known, a fresh estimate
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of the variance of a log-ncrmal distribution corresponding to thesq
data is derived.,. On the basis .of this paramete;, the distribution
of consumption expenditdre among the 27 cexpenditure classecs is
carried out. Wifhin each‘expenditure class, fhe_expenditure on
each of the 66 commodiéies is assumed to be a fixed proportion ox
the expénditure.of that class. This proportion is the sahe as

in the base year 1973~74, and it is invariant with respect. to

changes in the inequality in the distribution of total consumption

expenditure{) ﬁp

pi;%px<£hile the consumption sub-model is described as the most

innovative part of the Fifth Plan model, it is probably the most
confusing section in the Technical Note. The technique adopted fol
deriving the consumption expenditure with redistribution also appd
to be rather crude-and somewhat unsatisfactory. This method: for
driving the new distributton by specifying the desired levels of
per capita consumption expenditure for the bottom 30 per cent of
population' leads to a straight jacket solution of the problem.5 ‘
is knoﬁn that for any ncrmal distribution with a known mean tbe
ﬁth percentile depends only on the variance, The distributions
used in the Fifth Plan models: have known (for all practical purpod
although they are estimated) means and the variance is estimated

from the location of- just one percentile viz. corresponding

Po.30
to two distributions: the expenditure and -the share of the expen
diture (i.e. the first moment distribution)., It is obvious that

this procedure is somewhat like estimating the parameters of the

regréssion Y = a +'b X on the basis of only two pairs of observa
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to say, such a method will lead to extremely inefficient estimabtes:s
and attribute properties to the derived distribution which they
actually might not possess.

Ignoring fox the présent such biases in the drived consumption
distribution, we have attempted derivations of the expenditure dis-
tributions for the rural and urban sectors under the two alternative
assumptions in order to bring out the full implications of the re-
distribution assumption. The Technical Note has not provided the
basic data relating to the expenditure distribution for the 27
expenditure classes to whieh the total population of these two
sectors are grouped, On the other hand, it is possible to derive
the expenditure distributions for the decile c¢lasses of both sectors
on the basis of information;rovided in that document. Log-normal
distributions were fitted to these decile distributions and the
correspOndihg variances were estimated. With the given mean and
the estimated variance, expenditure distributions were derived fgr
the 27 expenditure classes. Tables(§ g;g)é givé)the percetage
distribution of population and of consumption expenditure for the
rural and urban sectors under the two assumptions viz. without
re-distribution and with re-distribution. '

A comparison of the distributions reveals the nature of the
shift in consumption when re=-distribution is assumed to take place.
In the rural sector, about 28 per cent of the population belongg to
the expenditure classes falling below the per capita monthly expen-

diture class R.30-35 when no change in inequality is assumed, but



this percentnée declines to about 10 per cent when re-distribution
is assumed to take placé. Theres$ of the population which were
earlier in this class, about”18 to 20 per cent, are pushed up to
the ékpendifuré classes ranging from Bs.35 to Rs.45. Similarly,
the percentagerof population excceding Rs.100 per capita monthly
~ expenditure formed about 10 per cent without .
fe-distribution in consumptionz but their percentage declines to
'3 per cent of the rural population when re-distribution is assumed.
In the éase of the urban seotor, about 29 per ccent of the

‘ pbpdiaﬁion falls boloQ the expgnditure class Rs.35-40 without re-
distribﬁtion, but fh;s figure declines to. about 14 per cent with
re~distribution. Thevperceptage of population exceeding Rs.100 per
sapita moﬁﬁhly‘expénditure declines from 20 per cert to only 15 per
cent with re-distribution. |

® Examination of tablecs 1 and 2 also provides some clues to the
1ikélywéffects of re-distribution of consumption. It appears tha;
while expenditure distribution is considerably altercd in the rural
sector, the conéemplaxed changes in the urban sector are'not.so
‘significant. In the urban_gector, 12.26 per cent of the population
hmfnmnﬁhly per capita expenditures exceeding Rs.120, but this
percéntage declineé to only 7 per éent when re-distribution is
envisaged; For the rural sector, 23 per cent of the population
were grouped in the monthly pef cdpita expenditure class 90-95
and above when no change in inequality was contemplated, but this
declines to 6 per cent with re-distribution. Since the bulk of
the total population belongs to the rural sector, the effort needed
to bring abotit re-distribution will have to make a greater impact

on the rural sector.



¢2Ft has been pointed out in the Approach Papor as well as in

the Technical Notc that the sectoral growth rates are only margi-

nallf differont under the alternative variants. The Approaeh Pape;
sayss

"An important point cmerging from the exercises was that

the inter-sectoral patterns of growth in the two

varionts were broadly similar at tho level of aggre-

gation reflected in 66 x 66 table. In many casas,

the diffcrences in the rates of growth of individual

sectors were marginal".
How does this happen in the model in spite of shifting a Yarge proe.
portion of the populgtion from the bottom to higher expenditure grq
The gross wvalue of domostic output, a3 we know, will equal the sum
of a number of items viz., oﬁtput used for intermediate inputs, expot
investment, public and privato bonsumption. Since the values of
exports, investment and of public consumption are exogenously speeif
and their soctoral distributions are the same for a variant with
raegspect to a given spcéific import substitution assumption, the gros
value of output will be different only if the demand for private
consumption is altered. Re=distribution can bring about changes in
" private consumption for either of two reasons: First, if the oommod
composition 1s significantly different in differcnt oxpenditure
classes then a re-distribution in consumption can completely alter
the composition of the commodity eonsumption vector. Or, the commody
structurc of consumption may remain similar in the different ecxpen-
diture classes, but the proportions in which they are consumed eould

be significantly different for the various expenditure classes, In

this case also some changcs in the aggregate demand for different
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commodities for private ecnsumption could occur.
the eommodity composition of consumption as we;l as the proportions

of total expenditure spent on them by the different expenditure classes,
it seems possible to provide an explanation for the similarity in the
sectoral growth rates under the différent variants.

: <§he commodity composition of consumption for the different
expendithre classes rcveals that for about 80 per cent of the popula-
tion in both the rural and the urban sectors, it comprises of practi-
cally the same number of items., In the urban sector, expenditure on
motor vehicles is the only additional item for the top few expenditure
groups. Besides, a detailed examination ofthe expenditure proportions
indicates that they are almost similar over wide ranges of the expen-
diture distribution. This implies fhat the degree of precision that
can be obtained for the estiﬁates of sector/commodity for private
consumption is-almost illusory since these estimates will not be
significally altercd even if‘numbef of expenditure classes were fewer,
In fact, the N.S.S. expen&iture da%a which to some extent formed
_a basis of this classification in the Technical Note are generally
available only for 12-13 size oldsseé. There is also another
reason why possibly the pattern of sectofal growth rates eould not
be much different under th different variants. 1In the relevant
range of the distribution where the commodity composition remains
the same, the aggregate private consumptio? expepditure is not

altered in any manner as a result of re-distribution. The decrease

in the proportion Of expenditure of the top expenditure e¢lasses is
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compensated by increases in the percentages of aggregate expenditur
in the middle rangese. Since commodity expenditure proportions are
also more or less similar for wide ranges of expenditure in the
re;evant classes, it is found that sectornl private consumption
expenditures are rather ihsensitive for many commodities to changes

in the distribution of total expenditure.

How does re-distribution affect agg;ogate private consumption
and total imports in the différent variants of the model In the
;ight of the above discussion one can sce that these effects of re-
distribution are likely to be negligible. Among the variables invol
in the derivation  aggregate private consumption, it will be notice
that the values of gross inmvestment, exports and of pdblic oonsumpfh
are exogenously specified and are the same for all the variaﬁts of
the models. However, since imports are different for each of the
variants, fhe values of private aggregate consumption and of gross
domestic sawvings are determined primarily by the level of imports.
So, the higher the amount of net imports of goods and services, the
lower will be the required volume éf gross domestic mavings and the
higher.the amount available for private consumption;> Table 3 provid‘
the values of the important macro-variables derived through the
model under different assumptions. To discern the effects of re-
distribution (item 4) and on imports (item 8), A comparison of these
figures under either eolumns (1) and (3) or columne (2) and (4) is
sufficient. It will be noticed that redistribution.leads to a

reduction of only R.43.5 erores in both thoese items. Since values
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of investment, exports and of public consumption remain the same, . .-

1 reduction in impbrts leads also to an identical reduction iquj
el

rivate consumption..
AR

| _QCMPQRT SUBS_TITUTION)

-

Eventhough the net effects of re~-distribution of cbnsumption
7~ Eng b e
on..imports appears negligible, omne mlght argue that when import

requirements -are disaggregated at the scéctor/commodity level, thé
shift from items required for the production of luxury items to
items.needed for expanding the production of commodities of mass
consumption would become apparent.,) -Of coufse,(}f imported inputs
are still nceded for the production of the items of mass consuﬁption,
the postulated effect of .'re-distribution! oh"self—reliance"cannot
be claimed. Further, the 66 x 66 input-output table does not permit
any discrimination betwecen the luxury and non-lufury items of
consumption since at this level: of aggrégation most of the items

of consumption appear in the budgets of the bulk of the population.
Beéides, the lion's share of the aggregate private consumption is
attributed to the rural seqtorj) It is true that gé the model a

drastic re-distribution of exbenditure is envisaged for this sectgé)

~

but do we have Q?ough information on the sharé of the import co‘fonentiaéé
Ql

in the consumption of the upper income groups of this secto£) Can
we safely assume that the bulk of the production of luxury goods

are consumed in the rural sector? <%n examination of the c¢ommodity
composition and of expenditure propértions in the urban sector also \

fails to indicate how imports can significantly decline due to re-

distribution under these cirqumstancei)
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If the numcrictl results given in Table 3 for the different
macro-variables under various asgsumptions are compared, it is scen
that the substnntial reduction chiceved for imports is solely due
to import substitution, (%nder Variant I1, i.o. with ;cduccion in
inequality, the valuo of imports in 1978-79 is prcjected to be
Rs.3523.9 crores in the absence of import substitution, but it is
lowerced to Rs.2966.7 erorcs when import substitution is taken account
of . The reduction in imports arising out of import substitution
is identical under Variant I also., It will also be noticed that
the reduction in aggregate consumption and conseqQuently the addition
to gross domestic savings will all be equnl to the amount by which
imports decline. Thus it appears that thce objective of self-reliand
can be achieved only if import substitution on the scnle aa nonooivq
in the Technical Noto is achiuvod:\)

If import substitution pluys/éuch an important role in the mod
one shculd ask two crucial guestions: First, is the import substit
a conscquence of the reduction in inequality in consumpticn? Secon
if it is unrclatced to the reduction in incquality in consumption,
how's import substitution dotermined in the model? From our examinj
tion of the model, it appcars to us that import substitution is not
the consecqQuence of a ehange in the inocqQuality paramcter for the
reasons stated above. Such a link-up is possible only if therc is
a shift from the patturn of consumption and of production, where
imported inputs are utilisced te wmother where only domestically

.

produced inputs arc involved, But,&fhc consumption eub-model assund

that the bese-ycar composition ¢f cornsumption and expenditure
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proportions will 2also hold good in the terminal year for each of
the expenditure classes. Under these assumptioné}we have already

- ?
noted that 'the pattern of consumption is unlikely te change signi-
ficantly as a result of r¢-distribution. Comparing imports in

o~ Table. 1plie  anneert -

columns (1) and (3) where the imported input components are assumed
to be the same as in 1973-74, it is noticed that with-re-distribution
only a marginal change occurs in the volume of imporgg)

If the above surmise is correct, then it is important to
enquire how import substitution is handled in the model. In this
connection, the Technical Note statesz7

"For determining the import sector, we have utilised two

import co-cfficient matrices. The first is a 66 x 66
technological matrix indicating the amount of import
used as a current input in the production process., The
second matrix eorresponds to the proportion of final
use of a particular eommodity/sector/ which is met at
the moment by imports".

The total import of 2 eommodity is thus broken up into imports
for intermediate use, for private consumption, for public consumption
and for investment. The imports for intermediate use can be estimated
when the values of gross outputs are known. Similarly, since the
import components of private and public consumption and of investment
are assumed to be fixed proportions of each of these items, these
can also be estimated.

Under the above assumptions and conditions, import substitution
can be handled in a very simple manner. The technological import
coefficient matrix can be altercd in such a manner as to reduce the

import requirements of a commodity/sector/ for intermediate usec.

(Just as imported inputs for domestic production can be reduced in



15

the manner described just now, it is possible to cut down the import
component of final demand by altering the proportions of import and
of'domestic cqmponents in the final'demand). Since the input-output
matrix represents given teehnological relationships, a reduction in
the import coefficient will however have to be compensated by an
equivalent increase in the domestically produced input coeffieient
so that the technologieal matrix remains the same. Of course this
implies that if the partieular imported input is not being produced
now, capacity is to be created for its production. Such capacity
creation may not be necessary if the QOmestic industry is already
producing the identical input and there is some excess capacity;
otherwise, provision has to be made:fo: theaaddit;;nal investment
roquired for import substitution.

Import substitution is handled in thé Fifth Plan model precisel‘
in the above manner. The import coefriicient matrii aﬁd the import
proportions are derived for the base year of the plan, 1973-74. In
the variants of the model where no import substitution is envisaged,
the samé base-year matrix and proportions are employed to estimate
the sectoral and hence the total value of imports. In.the other
variants of tge model, where import substitution ié also taken into
account, both the import coefficient matrix as well as the import
proportions for final use have been altered. In the import-coeffici!
matrix, the'coefficients have becen revised downwards with a corres-
ponding equa; upward adjustment of the domestic-input coefficients
such that'the total coefficient matrix remains the same in all cases

The import proportions relating to final use also have been adjusted
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downwards thus resulting in a similar increase on the side of domestic
contribution to final use. After adjusting these coefficients, the
model is solved for sectoral imports assuring consistency with the
other variables of the system. Table 4 provides the import reqQuire-
ments for various end-uses without and with import subgtitution.
(The detailed commodity/scctor/wise import estimates are provided
in the Appendix). It will be noticed that the bulk of the fall in
imports is achieved by reducing the imports requirad for intermediate
use and for investment.

When the import coefficients and proportions are altered in
this manner thexe is not much sanctity to the claim made in the
Technical Note about imports being estimated endogenously in the

model. The Technical Note makes the following observation on this

matter:

"The sectoral imported inputs have been cstimated
endogencusly in the model by using the same import
coefficient matrix as for the base year, while dimport
content of the final use has been estimated by the base
year matrix of proportions of the final use of imported
goods and services, The import coefficients and pro-
portions have, however, been reduced suitably in cases
of import substitution, the cxtent of the reduction
being judged by the feasibility of increased domestic

. production of the individual sector. The reduced amount
of each of the coefficients and proportions have been
added to tho corresponding domestia part". (italics added)

It is of course possibly by suitably modifying these coefficients
and proportions to derive any desired figure for imports. The eontenl\\
tion that thesc adjustments have been made by taking into account the ‘
feasibility of increased domestic production of the individual sectors

e—.and the implicit claim (not quite but without which their conclusion
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would not follow) made by the authors that such feasibility would
be greater when consumption is re-distributed as /in Variant II —
cannot be verified or evaluated by us since the basis or the datd
required for such verification have not been provided in the

Technical Note.

CTREATMENT OF FIXED INVESTMENT

As mentioned earlier,(?kvestment is estimated in the model
through a Harrod-Domar type'of equation. The value of the increme:
capital-output ratio is taken to be 3.14 for fixed investment whict
rises to 3.43 when inventories are also included. Since the averag
annual rate of growth of gorss domestic product is assumed to be
5.5 per cent fcer all variants, with and without import substitutior
the incremental output between the base md terminal years will be
the same., Since the same aggregate incremental capital -output rat:
is uscd in all the variants, the value of grosé investment also haj
to be the same - in all the variants. Besides, the sectoral composi
of investment is 2l1lso assumed to be invariant with respect to the
composition of gross output or the magnitude of import substitutior
The Technical Note statos thus:

"The samec sectoral composition of the gross fixed invest-
ment ‘in 1978-79 has been used for different cases with
alternative growth rates in gross domestic product,
though the total gross fixed investment is different
for the cnses with different growth rates in gross
domestic product."”

The fixity of the relative share of the different sectors in

investment may be justificd on the ground that the composition of

the gross outputs are not significantly different under the altern
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variants of the model. But, one wonders why this should still be
true when import substitution would be carried oqé) Is it possible
to expand the output of the import substituting secto;s without

a chiange in the scctoral composition of investment or of total
investment itself?gikscapacity already exlists in the domestic
sector to replace the imported inputs, then how can we explain the
base-yecar imports of these products and the import coefficient

matrix based on the same? (&he relation between import substitution

and investment is not at all clear from the Technical Noté)

CONCLUSION

This note h=s attempted nn analysis of some of the assumptions
/ -

and results underlying the basic formulations of the Fifth Five-
Year Plan. It is, however, true that this ﬁote has excluded from
its purview a probe into the financlal resources needed for the
Plan or the assumptions on which such estimates are built up. We
have mainly focussed our attention only on two aspects of the Plan,
viz. the implications of re-distribution of consumption and of
import substitution. The Fifth Plan model is highly interesting
since it is the first time that « model has cared to demonstrate
the implications of re-distribution of conaﬁmption for the solution
of the problem of poverty. Since the bulk of the total population
and the lion's share of total expenditure are accounted for by the
rural sector, the desired degree of re-distribution at the national

level can be achieved only by proposing a much greater degree of

re-distribution in the rural sector. And this appears to be precisely
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the stratogy dopted for the Plan. Whilg we are fully aware of

the causes responsible for inequality in the distribution of con-
sumption in the rural sector and the policy instruments which can
bring about the desired change in this, our experience in the past
shows how insurmountable can be the obstacles to bring this about.

Wo know thnt land reforms nnd taxation of agricultural incomes

can go a lcng way in this matter. But, the luke-warm attitude

towards land reforms and the posture adopted towards the Raj Committee
Report are sufficient indications on the liKely cowrse of action in
this matter.

Our analysis of the model has brought out the lack of any
relations boatween 're-distribution' and 'self-relianco'' Our analysis
shows thatc%mport saving 13 achieved in the preferred varinant only
by altering n priori the import coefficicnté) Our(galculations
indicate that 56 per cent of the rceduction in impcrts as a result
of import substitution is brought bout by reducing the import
proportions for investment requirements. Since sectoral inmYostments
are e¢xogenously specificd and also the import proportions of sectoral
investments arec similarly 4lterced, one is puzzled by the claim made
in the Approach Paper that rodistribution of consumption also leads
to a decline in import requirements. The Technicnl Noto fails to
explain the causal relnationships botween these twos Our own analysis
indicates that  substantinl reduction in the import bill is achieved
only by altering the coefficients and the proportions and thus

1
casts somc doubt on the elaim made by the Planning Commission.
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NOTES

Approach to the Fifth Flan, 1974-79, Government of India,
Planning Commission, January 1973 (Henceforth referred to
as Approach Paper)

A Technical Note on the Approach to the Fifth Five Year Plan
of India (1973-74 to 1978-79), Government of India, Planning
Commission, April 1973 (cyclostyled) (Henceforth referred to
as Technical Note)

Technical Note, p.3.
Approach Paper, p.21, para 17.

I am indebted to Shri N. Krishnaji for pointing out the
following analogy.

op.cit. p.21, para 15.
Technical Note, p.19.

Ivbid. p.7.
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Table 1: EXPENDITURE CLASSWISE DISTRIBUTION OF TOTAL PRIVATE CONSUMPTION
IN THE RURAL SECTOR - 1978<79

. W¥ithout Redistribution With Redistribution

kf:ndl- Percent- Percen- Monthly Percentage Percentage Monthly
Fass age of.' popu- tage ?f a.verz.a,ge of’ popula- of expendi- average
[ lation expenditure expenditure tlin— L f_u:e_ L ixzeiditzri
30-10 \ 0.21 0.0319 8,57 0.063019 0.063019 4,17
10-15 . 1.45 0.34 13.28 0.02706 0.001715  13.83
15-20 3.72 1.1% 17.81 0.15 0.05 18.78
20-25 6.03 2.41 22,97 0.98 0.40 .23.10
25-30 7.67 3.73 27.54 3.03 1.50 28.01
30-35 8.48 487 132,46 6.03 3.49 32.75
35-40 8.61 5.70 37.50 8.99 5.97 37.57

-45 8.22 6.17 42.51 1.03 8.31 42,63
#3-50 7.60 6.36 . 47.40 1.73 9.84 47.46
50-55 6.80 6.29 52.40 1.32 10.50 52.49
?s-éo 6.01 6.10 57.49 0.11 10.26 57.42 "
Fo-es 5.22 5.75 62.39 8.55 9.34 61.81
F5-7o 4.48 5.34 67.52 6.97 8,29 67,30
0-75 3.85 4.91 72.25 5.46 6.98 72.34
Fs-so 3.24  4.44 77.60 4.19 5.73 77.37
80-85 2.76 4.04 82.94 3.13 4.56 82.43
85-90 2.3%. 3,65 88.01 2.32 3.59 87.59
90-95 1.98 3.21 91.85 1.70 2.77 92.16
95-100 1.68 2.89 97.40 1.23 2.10 96.54
po-no 2.63 ‘4,85 104,44 1.51 2.80 104.93
F0-120" 1.87 3.78 144,54 0.77 1.56 114.78
20-130 1.35 2.98 125.10 0.39 0.86 124,92
0-140 0.91 2.32 135.50 0.1952 0.4588 133,00
0-160 1.23 3.22 148.18 0.1487 0.3881 147,64
0-180 0.67 1.98 167.24 0.0383 0.11371 167.68
0~200 0.37 1,23 188.58 0.0102 0.03402 187,73

ove 200 0.52 2,24 243.99 0.004024 0.01537 216.14




Table 2 EXPENDITUXE CLASSWISE DISTRIBUTION OF TOTAL PRIVATE
CONSUMPTION IN THE URBAN SECTOR, 1978-79.

Expendi- With Redisfﬁibution With Redistribution
ture Percentage Percentage Monthly Percentage Percentage Monthl)
Class of - of Average of of Averagi
population Expenditure Expenditure population Expenditure Expendij
_________________________________________ .
0-10 0.30 0.03 7.01  0.0000068  0.0000008765 9.01
10-15 1.40 0.26 13.02  0.03265 0.000063463 13. 6]
15-20 3.15 0.78 17.36 0.28527 0.00074106 18.2
20-25 4,83 1.55 22.50 1.0574 0.3464 22.9
25-30 5.76 2.29 27.88 2.403 10.9531 27.7{
30-85 6.47 3.00 32,52 4.074 1.901 32.6{
35-40 6.59 3.58 37.53 5.677 3.045 37.51
40-45 6.60 3.99 42,40 6.91 4.204 42,6}
45-50 6.28 4.26 47.57  7.73 5.24 47.4
50-55 5.93 4.43 52.39  7.96 5.97 52.5]
55-60 5.46 4.48 57.54 7 .87 6.46 57.sd
60-65 4.98 4.42 62.24  7.48 6.67 62.41
65-70. 4.50 4.31 67.16  7.04 6.61 65 .7
70-75 4,04 4,18 72.55 6.01 6.41 4.7
75-80 3.60 3.98 77.53  5.46 6.01 77.1
80-85 3.25 3.82 82.42 - 4,75 5.58 82,2
85-90 2.87 3.59 87.71  4.07 5.08 87.4
90-95 2.56 3.37 92.31  3.49 4.63 92.9
95-100 2.25 3.12 97.2 .2.96 4,12 91.5]
100-110 - 3. 81 5.69 104.72 4.56 6.78 104.1
110-120 3.01 4.92 114.61 3.1% 4,20 114.9
120~130 - 2,37 4,23 125.14 2.19 3.91 124.8)
130-140. 1.87 3.60 134.98 1.51 2.888 134.%
140-160. 2.69 5.72 149.10 1.73 3.676 148.71
160-180 1.73 . 4.16 168.59  0.81 1.961 168.7
180-200 1.13 3.05 189.22 0.39 1.046 188.7
“bove 200 2.47, 9.19 260.88.  0.37 1.229 229.7
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Table 4: ESTIMATION OF IMPORTS YITH REDUCTION IN

INEQUALITY
Items Vithout Import With Import Defference
substitution substitution Col.(2)-Col.(3)
Intermediate use 18934.6 16871.7 2062.9
Private consum-
ption 4467.4 4112.2 355.2

Public consumption 3937.1 3907.5 29.6
Gross fixed

investment 78244.5 4775.8 3068.7
Total imports 35183, 6%  29667.2 5516.4

*The comparable estimate given in the Technical Note gives the value
of imports as Rs,3523.9 crores. The estimate attained by us differs
only Rs. 6 crores which might be attributed to the errors resulting
from hand calculetions.
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