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I

Ob jectives and Strategy

1.1 In cunlitative ferms, the rhiectives an? strategy of
Iniie's develorrent pregrammes- furing tue. iase:decads largely.
Po)lew-the lines set-in theirrsvious plurs: - The.elirmdnaticon of,
masecpoverty, reducticn of inesali¥iss.pnd at{ainrent of self-
veliance are- reitercted: ag the rrinciral long term goals.

Tho princiral ccmponents of licng

ternm strategy comtirue to stresp accelerating tHe ¢verall rate of
development, reducing populaticn growth, increasing the share of
publicly ow_ned wealth; state regulaticn of the ~rivate sector,
and special prcgrummes (including fiscal messures) tc achieve =
better distributicn cf the benefits cf Aevelorment,

1.2,. "'he accelpretlcn cf the cverall g'rcwt,h rate-tyricelly
,prcjected tc r1se from an hisherical average ‘of less then 4 per

- gent a year te arcund 5.5 per cent & year in the rrcximate five
year perlcd end rising te six per cent or more a year cver a 10-15
yepr pericd - and the ability to sustain it cn a self—rellant
bagis, with aseurance of reascngble price - Lablllty, is seen to
require: (a) ulgnifmaz t step-up in the rate of agricultural
expgnsicn from & histericel averege of ercund 3 per crnt a year
to 4<4.5 per cen’-a jre'-*r, (") a rete of ‘:'r...'ius_trial groewth
(S—Q-per cent a year) ccnsidexi); i (i T than the average with
em;-hasis on repid mbstx ublen in inte rmediate and capital goods;
() e pregressive 1nC1eas\a In lne cversil rate of 1nvestment te
resch ‘arcund 18-20 per cent of naticnal income within s decade

or so; (r‘) marpesive recducticn.in the fereign exchange deficit
through & combinaticrn cf impert ,subs-iitﬁticn and exporﬁ- stimilation,

the accént heing cn the fermer™ 5 and (e) a high merginel

1/ The long—-ter1 o 23 Je.ctlrnq in draft versrn cf the Frurth
Plen (1969-74) ac well as cf the Fifth Plan (1974~79) pesited
the e;L:Lminptlcn cl rot .aid Ly the er:ly eighties, The revised
Fifth Plan hcwever, Aces n-t ir3icaiz hew this rbjective has
been ‘affected by the changoud ipcernziicnel situeticn, esrecially
the rise in ril pric:s. The prcjected exrcrt grrvth ranges
between 7 ard 8,5 pe; cert a yesr, wiith heavy emphesis cn
non-traditicnal 'juens-. :



rote of savings (varying frcm 25 e 3 per cent) in the attainment
cf which the public sectcr was tc play the key rcle, Puhlic savings,
thrcugh current budgetery surrluses and thrcugh rrofits <f rublie
enterprises, was tc crntrihute the hulk cf the additicnal savings
and heceme a rrcgressively mcre impertant scurce cf aggregate

s:_wings.-g

1.3 In the metter cof equitaehle distributirn cf inecme, the Indian
plans havs, frcm the begining, ruled cut (with the impertant
exception of land refcrms), eny majcr redistributicn cf past
accuﬁulatioﬁ cf private wealth, FNaticrelisaticn cf exdsting rrivate
=nterrrises in nen-agricultural crersticns wes agein ccnsciouély
de-emphasised until the mi‘'-sixties, In rrder tc bring grester
sccic-econcmic equelity, government pclicy has therefcre, fccussed
en (2) increasing the share rf public sectcr in tctal capital steck
thrcugh a manipulatirn of the ellccaticn cf new investments between
public and yrivate sectors: (b) reservaticn of new investments in
selectr?, strategic, secters mcsély, if nct exclusively, for the
public sectcr; (c) en elahrrate system of c-ntrcls and rogulaticns
cver the ectivities ~f the rrivate secter; (d) prcgressive
texaticn ccrbine” with the rrevisirn of free or highly subsidised
services and amcnities which will hemrfit the pocr; and (e)

special nrégrammes neant tc help prrticularly vulnerable segments
(1ike scheduled castes and scheduled tribes) imrreve their eccnemic
well-being, These elements have ccntinued te form the cere of '
gevernment relicy during the st Aecade alsc, Nevertheless,
gseveral immcrtant shifts, — scme in quantitstive targets, cthers
in accent and emrhasis, and yet cthers by wey cf inncvations -~

have taken place since the early Sixties,

2/ Fer ‘instence, the Draft Fcurth Plan (1969-74) *rc jected net

dcmestic sevirg rate tc rise frem 8 per cent in 1967-68
' 19 per cent in 1980-81, Over the same

pericd public saving es & “rrperti-n of neticnel incrme wes
tc rise frem 0.8 per cent ( or barely 10% of the aggrepate
saving) tc 7.77 per cent ( or 40% -of aggregate saving) The-
Braft Fifth Plan prc jects grcss saving rate tc rise frem 12,2
per cent in 1973-74 tc 19 per cent in 1083-84, and the puhlic
seving rate t- rise frrrm 2,8 t- 7.7 per cent,
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1,4 One_such ghangs was. the abtempt, 41 the_serty—aixtiocs-

define the gcals cf develcprment nct in terms of an aversge per
oarita real irccme and a rather vague. commitment tc redueing

the inequalities, but in terms cf previding a minimm-stendard

¢f living - 211 sectdirns within o specified pericd, This reflected
the growing reélisatim that inequalities remained lerge and that
far tor high a rreportien of the _’pecfle.did.nrt have an aeceptszble
minimum standard of living, - In faet cne versicn cf the leng term
prlan for 1961-7&, prepared in 1962,1/ was built arcund a minimm
per cepita consumpticn target of Rs,20 per menth (in 1960-61
prices) tc be echieved by 1975-76, Thcugh subsequent rlans contimed
tc speek cof the minimun inecme cbjective, thepersistent shertfalls .
in grcwth and the prececupsticns with shrrt term prcblems resulted
in this eommitment getting blurred tc a peimt thet the revised
versirn of the Fifth Plan dces nct even menticn it,

1.5 There has been, in fact, a sustained and signifiecent ercsicn
in the quentitetiw grels cf the sectcral and aggregate grewth:
The lcong term growth fate targots for agriculture have been
rrogressively reduced from 4,5 = 5 p-r cent in the Frurth Plan
(1969-74) to 4.3 per cent in the latest versi n cf the Pifth Plean;
even th~ tergetted anmial grcwth rate frr m:lning ahd manufroturing
hes been hrcught Acwn even more frem ercund £ p:r cent in the
Fecurth Plan (19€9.74) tc less than 7.5 per cent in the latest
versirn of the Fifth Plan, The reducticn in targetted sbsclute
levels cf cutput implied bv these revisicns can he seen from
Table 1,1, The revisicns alsc imply en er-sicn in the aggregate
real inccre targets, Thus the third plan tergetted r~el naticnal
inecme, (velued at 1960-61 rrices) tc reach Rs.330-340 billira in
1975-76; the Frurth Plan (1060-74) imrlicitly ncstponed the
target date for reaching this level by 3-4 years (to 1978-7Q); and
the latest versicn cf the Fifth Plan expects it t- he reached
cnly-.-re.fter 1985-86, '

1/ Plenning Commicsicn, Persreetive of Develcpment, India, 1960-61
to 1975-76: Imrllcatl(ns rf Planning f¢r a minirum level of
living, reprinted in PK Bar“han and TN Srinivasen, op,cit,

Poverty and Income Distribution in India, (Celcutta 1°074)
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Teble 1,1. Selected Prrducticn targets fror 1978-79
in successive five year plens

Frirth Plen: Draf+ Wifth Revised Fifth

1969-74 Plan Plan
Ferdgrains (Mil, tcnnns) 155 140 125
Cloth cctten (mil, meters) n.a 10000 9500
Paper & Newsprint(Nc.tcnnes) 1650 1351 1130
Nitrcgen (mil, tcépes) 6.0 40 2,9
Petrcleum Prcds (mil, tcnnes) 32 24.6 27
Cement (mil tonnes) 27 25 20.8
Steel (mil, tcnnes) 12.5 o, g.8
Aluminium 000 tcnnes 450 370 310
Electricity (10 lkwh) - 145 120 117

1,6  Ancther impertanmt shift cf emphesis which cccured in the pest

decade reletes tc femily plenning, Awareness cf ‘the nged fcr reduciﬁg
the rete of perulaticn grewth haed been heightene’ by the uhexpecteﬂly
high grewth of pepulation reverled ry the 1961 census an? hed Ted to |
a substential increase in the financielsdllccaticn for Family Planring
in the third plan.' The ¢cmmitment tr the pregrarme has s8ince been
greatly strengthenéﬁ with -the setting ~f spegific quantitative
targets fcr the reductjcr of birth rate surrcrted by & menifcld
increas; in fineneial allrcati » fcr.-éxtending the net woerk cof

foardly rlanning instituticns fer mass educaticn campaigns, amd

fcr rreviding the necessary meterial inruts and incentives, The
fineneial allccati-n frr Family Plamning prcerarmme in the Fifth

Plen is abcut twc thirds higher than in the Frurth which in turn
'represent mere than ten fold increase rver the third rlan levels.

The target.is tc reduce the birth rate frcm 3¢ per 3000 in

1971-76 o arrun? 5 per 100" in 1981—96.1/

1,7 As regrrds the rclicies in pursuit <f equalily, there were.
severel significant shifts:  The last decade witnessed naticnalisaticn
cf existing priﬁate secter enterrrises in baﬁking, gencral inéurance
and ccal mines; prcgressive mnati-nalisatirn of fereipn trade as

well as segments cf Acmestic trace was declared'tc he the roliey;

an? several "sick".ihﬂuqtrial units heve heep teken cver by the

1/ The revised Fifth Plan has r-vised tc 30 per 1000 to be
achieved by 1982-84




gcvernment, All this merks a suhstantial shift frem the esrlier
rcliey of Ade-emphasising Ststu. teke-cver «f existips private
enterpriscs, Secrndly, the apparatus frr erntrcl an? regulpticn
of th- private sectcr has bcen undergeing medificaticns in
respcnse partly tc grrwwp' criticisms cf its eumb~rscme weys and
its ineffectiveness, ard partly r«flecting shifts in the relative
pewer of varicug interests invclved. Finally, there has been an
expansicn in both the rumber and the scale cf special rrcgrammes
aimed at benefitting the rocrer segments as it hecame clear that,
ccentrary tc expectaticns, the henefits of growth and rublic
expenditure were nct re'-whi.n;:r the smell farmer, agncultural workers
and cther seeticns which crnstitute the ccre cf the cfuntry's
ahjeetly pccr peruleticrn, Besides reccgnising the need tc mowe
frem purely w-lfare programmes tc pregremmes for develerment tailored
tc the needs anc pctentials cf each regicn, several new prcerammes
have been intrcduced. Nctshble ameng there are (s) the Small
Farmers! Develcrment Agenoy designed tr identify andhelp overccme
the impediments which small, but rctentially vieble, fermers face
in expleiting te known technclcgies ic increase rrrodueticn;
(b) the rrceramme fcr rreviding preductive employment to marginal
farmers and agricultural labrurers; (¢) Aev-lcrment cf chrenically
drought affected areas tc helr mitigate fluctuaticns in cutrut and
te ensure a permanent inereese in rrcAuctivity and emplcyment; and
(a) the naticnel minimum needs rrogramme intended te previde all
-parts of the ecuntry with cortain minimum standards cf cducatien,
rublie heelth, rceds and cther amenities,



CIT.
Review of Perfcrmance since early .10A0's
Oversall Grcwth

2.1 Between 1961 and 1971, aggregate real output has risen by
scme 45 per cont, i.e, at an aversge anmual rete of appreximately
2.8 per c,ent.l‘/ Per barita real income has risen by 13-14 per
cent cver this rericd, These reslised rates of grcwth, beth of
aggregatc an per cepita inccme, have feller crnsiderably shert of
the tergets sect in successive rlens (abcut 5-5, 5 per cent a year
fer total natichal inccme and 2,5 - 3 por cent per anmum fer

per capita rezl 1nccme. The Indmn ecrnomy alsc seems tc hrve
expericenced a slaokening «f growth Auring the aixtles and early
seventies, taken as a whcle, ccmpared tc the recerd of the fifties,

2,2 The shoftfé!ll in relaticn tc targets, anl the deceleraticn
in relaticn tc the rerfcrmance during the fifties cccurred in
prectically all the mejor sectcrs, Thus hetween 1961 and 1972

the index of agricultural rreduction has risen at an average annuel
rate cf barely 2 per cent a year, covpaz;e" tc 4 per.cent er mere
rate envisaged by the Plan and an actual average of over 3 per cent
a year between 1951 amd 1961, 2/ Sinilerly the net vutnut of
mamufacturing industries, which were tergetted tc rise by 8-9

per cent per anmum, grew by cnly 5 per cent a year., And in: rractically

in all sectcrs, the increase ih cutyut Auring the sixties teken as
a whcle, was apparently lcwer than inthe fifties. If slackening in the

cverall growth was nct as marked, the explansticn is in the accelerated

exrensicn cf public administraticn and defence “uring the sixties
(Table 2,.1)

1/ Unless ctherwise indicated, the gr wth rates presented in this
paper are ccmputed cn the hagis f three year aversge at bcth
ends cf the pericd under discussicn,

2/ The use cf even threeyear aversges frT computing sericultural

grcwth rates cculd be misleading hecause the secter is particularly

expesed tc fluctuaticns cn ecerunt of weather, However the
crnclusicn remains velid when we cempars the increrses cn cutput
base” cn five yesr avernges: Between 1950-1/195/-55 and 1060~1/
1964-5, the index rcse 38 #; the incresse between 1960-1/106/-5
and 1970-1, A974~5 was 23%



Teble 2,1 Grcwth of Net Demestic Preduet at Facter Cost,
1900-1 tc 1972-3

(Rs.billirn at 19601
rrices)

1950~51 1960-61 1970-71 tc Cclp
%o b5 (., 197273 ce1 $100 %x‘°°
1952. 53 1902-63 .

Primary sectcr 53.43 - €9.55  85.00  130.2 122.2

of which Agriculture 50,79  65.51 77,83  129,0 120.3
Seccndary sectcr 14,03 27.41  43.59 1836 150,0
of which mamufacturing 10,95  20.17  30.¢6 184.2 152.0
Trensrort, Commnicaticn & Trede 11,50 19,95 31,01 173.5 155,4
Finence and Resl Estate 3,75 5.81 g.10 154.9 .139.4
Communit and Per. Semees Q.86 14.82 25.7M 150.3 173.5
of whieh Public Admn, and defenee 3,38  5.86  12.68 173.4 2164
Tctel 93.47.  137.54  193.40  147.1 140.6
Peruleticn 365.3 444 554, 121,5 124,.8
Per capith income Ré 255.9 367.8 345,9 120,3 112.4

a2

Scurce: GOI Central Statistical Orgeniseti-n, Nati-nel Accrunts Statistics
1960-61 to 1972~73, (Jan, 1075)

2.3, Agrioculture: The ncn—fulﬁlmentcf agricultural precduction
targets is in part explained by the feet that the varicus 1n]~uts

intc agriculture dld nrt irerease in the mea.sure planned,’ In
partlcular the adﬂr‘lfn tc majer and merium irrigaticn facilities,
the level of fgrtillser ernsum**‘lrn, end the aren ccvere? by
plant prctecticn measures ,foe‘lvsuhﬂtantially shert of ;targets,

On the cther hamd, the targets for mincr irrigaticn, scil
e-nservaticn an® the area under high yielding varieties seem to
have been substantislly fulfilied (Teble 2.2)



Table 2,2 Targets and Achievemert* cf Varicus
) tericdtural Prcgrammes

Unit 1961-66 - 1969-74
- . Terget  Achieved Target Achieved
Majer end. Medium ‘fgi‘rigé‘ﬁirx-n 1 06ha ’ 5.2 2.2 4.8 3.3
Minor Irrigaticn 1% 5.2 5.3 48 ks
£cil Ccrsgervaticn 1 Oéﬁaﬁ L.é 4. 0 5.6 6.4
Plant Pr-teetion 106ha- 20 17 80 64
Area un®r HYV 10%na - - 25 25
Fertiliser o ﬁsumptirfn
N 000t 1020 550 3200 1800
P 205 000t 4o 130 1400 700

Scuree:. Planning Ccrmﬂss;'.c-n

1, 60I, Planring Ccmmissicn, Dreft.Féurth Five Yeer Plan 1969-74
2y GOI, Planning Ccrmmissicn, Draft Fifth Five Yeer Plan 197474

# Eweept in the cnse of fortiliser,.figures for which-relste to tota

_ecnsumrticn nt the end ~f the twr pericds, targets snd
achi -vement relnte tc in¢rements Auring the rericds,

The targéts end achievéments frr mincr irrigaticn for the twe
peric’s are nct ccrparetle,

2.4 The shortfall in cutput cenn~t, hrwever, he whelly attributed
tc the nonefulfilment of input targets, A crude calculaticn shews
that the actual indrease in trtal area and irrigated area under
fordgrains, ‘the inerease in fertiliser use, anf-the shifts in the
allceation of area as. between different fccdgrains, shcul”? have
rosulted in a 23-24 million trnnesd additicn to anmual fecdprain
rutrut between 1962-3- and. 1972-73;the actual ircrecese wes arcund
20 millicn tonnes,

*This estimate is ccnservative em seversl acccunts. (1) We have
used the yardstick of yield resrcnse t- fertilisers frr traditicnal
rether than the high-yiel”ing varicties, (2) N- allcwence is ma‘e
for the fact that the basal ylelds f HYVs (i,e. the yield withcut
fertilisers) are ccnsidersbly higher then fcr traditicnal verieties,
(3) Tt Ares noct take intr acecunt the ecntributicn cf several cther
inruts, like scil ccnservaticn, dry farming, plant rrctecticn,
ccmpest and green mamire,tc increasing (vtput,



2.5 The rpecint 1s brought cut mere fereefully hy a cecmpariscn
of the trends Auring the fifties'anﬁ'the sixties. Thcugh the
expangicn of total area hed fallen sharply from the fifties tc the
sixties, this was mcre than ccmpensated by an acceleraticn in the
tempc cf irrigaticn dev lcpment and cf fertiliser use. Overall ,
the increase in cﬁtput potential during the sixties on accrunt of
the factors menticned ahove wes scme twe third gz:'eater than
during the fifties. Since nc ®llcwance is made for the effect of
HYV, which were ncn-existent in the fifties, cn the prcéuctivity
per upit of plant nutrients, the Aifference between the additicns
to pctential ocutput Auring the two pericds tends tc he under-stated
in the above calculaticns, And yet the incrcase in actual output
between 1962 an” 1972 was less than thet during 1952 and 1962,
(Table 2,3)

Table 2,3;: Estimates of Adfiticns tc Prrducticn Petential
for fccdgrains, Infia 1952-72

] 1052-53 tc 1962-63 1962-63 tc 1972-73
Elements contribu- s Nt ey ‘s
ting tr incroased Af‘f:':'.t1rns Resrgns frditins ﬁdd%t'l(ns fAditions

Aueti tc input %o_ cutnt te i7aput Resyrns tc cutrut
preduieticn _ mi, +rored) (Mill.tcnnes
Arena expansicn 14.7 mi1l* 600K /ha g.8 5.7 Mi11* 700k/hr 4.0

he ha
" Extensien cf .
Irrigatirn 4.0 mill* 507K-/hn 2.0 2,0 mill* 500k</h» 4.0
ha _ ha
Shifts in ercp pattern 0.8 2.0
Fertilizers N .225 mill 10t/t 2,2 1,09mill 10 t/t 10.9
tonnes . tonnes
P205 L056 mill &t 3 W43 mill 6t/ 2.6
tcnnes tennes
14.1 23-5
(21.0)%* (20)

s -

* Computed cn the hasis ¢f 5 year averrges

## Figures in brackets refer the ‘increase in ectual outrut hased on

5 yeer avcrages,

1. These estimates sre hased ¢n five year average ¢~ arer and yield

centred sreund each cf these years,
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2,6 One plaucirle explrnaticn fer the divergent trends in
rctential and ~ctual rrcducticn especially Auring the sixties is that
the preductivity of inputs has heen less than the respcnse
coefficients rssumed in calculating pctentiel cutput. The yield
respense ¢o fertilisers deserves particuler attenticn in this
centext, Prime facie, the c:efficicnis, being derived frcm e lerge
numbcr «f fertilisers trizls cn farmers' fields shculd give e
realistic.avprckimati/n tc resprrse under sverage ferming

ornéiti: ns, Indeed ,fcr reas ns cited earlier, the essumed respcnses
are ccnservative, It is nevertheless ncssirle that the respcnse -
under ccnditicns of mess eppliceticn mev be lcwer than under sirrle
fertiliser trials fcr reascns like the fcllewing, (1) The

farmers may nrt »¢ chserving the epprrcpriaste timin~ and methcd

cf placement ¢f mitriepts; (ii) the degree f interderendence
hetween fertiliser resrcnse and cther inruts mav ke much greater
than assumed; en® (iii) thrugh the ~v-rall average dose is well
belcow the cptimum level, it may crnceal a high ~egree cf
cencentraticon of fertiliser use ¢n » relrtiwly smell nreperticn

of area. This,hy nc mesns exhaustive 1ist, is itself scmewhet
speculrtive, We Ar kncw, hrwever, thet the fertiliser-water

suprly interacti'n is f srecirl impcrtance in the case of high
yieldirg vrrieties, fdequate, essurc? an® timely suprly Ff‘water,
which is nécessary fcr secvrirg the best perfermence frem the new
wheat varieties, is simply =: & ac-icved - ver much ¢f even the
_drrirFate® trects. In the coaze of rice, en the cther hand, the
rrchlem seems t¢ Fe rne < f crrntrcllirg excess water rn heth
unirrigeted and irrigeted c:nditi-ns Auring the princirel grrvimg
serscn which, rver much f the ccuntry, crircides with the mers-cns.
Whatever the exyl mticn if the rrrductivity of fertiliser is lcwer
than suggested ty the fertiliser tiriala, nct cnly will the a7diti- nal
cutrut per unit of nutrient he lrwer than assumed, but it will alsc
reduce the eccncmically cptimel “rse., The lotter implies that the
farmers will nct rush fertiliser eprlicatirn t« b~ levels which
exrerimental cr dem nstratirn “sta suggest tc h- the cptimum, This
cruid be thce ress'n why fcrtiliser c-nsumrticn has nect grcwn as much
as wes enticipated even after the intrcAucticn rf HYVs; en? the sharmp
reducticn in the reti- ¢f frrd t. fertiliser -~ rices which tcck rzlace
in the last 2 yesrs cculd enly further lemrcr the Aemand,
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2.1 Industry: The ncn-fulfillment cf plan targets and the
decelerzticn ¢ f grewth in egriculture has significantly sffected
the rerfcrmance ~f marufacturing industries, Being the principal
scuree cf rew material frr an impertant segment cf industr}-focé,
drink, tcbacc and textiles acccunted frr cver half the velue
added by menufacturing in the early sixties-and given that the
fcreign exchange shertages limited the rcssibilities of importing
agricultural rew materials, a shertfall in agricultursl
preducticn meant a shertfall in suprly of raw materials tc these
industries, It is alsc nctewerthy thet the deceleraticn in cutrut
grcwth durdng the gixties was mcre marked fer such industrial
ercps than frr focdgreins, Slcwen-then targetted grrwth of
sgriculture alsc meant slcwer~than targetted grewth of demend frr
manufectures, Apart from the direct effect - afterall agricuvlture end
allied aotivities acecunt £ r cver 50 per cent cf the ageregete
inccme - the rete of" increase in a.gricuituml Tre ﬂuctirh was a
mejor constreir® cn the grcwth of ancther majer sc-urée cf Armand

V‘for memfactures, nam:-ly, investment,
2.8 The targetted investment growth was predicated cn eertain

oxpectations of income, dcmestic savings rate and
“rreign aif, With actual incrme grewth rs w21l as the mrrginel
rete of saving falling ~ell shert of targeps, and sinee fcreign
aid Aid net show a.compensetcry rise, the trrgets of real irvestment
eTcirth could et be fulfilled, Continuine en the tremis of the
first twce plans, resl invr stment reccrf’e" frirly sustsined
exrnnaurn, theugh well belcew tr rrrets ﬂunng the Third Plan,
‘But fcllewing the drcurhts of 1965 snd 1966, there was a sherp cut
béck in the grrwth f investment: aAfter<rising doxe 50 per comt)
between 1960-1 and 1966-7, grcss carital fcrmaticn in real terms
se hy herdly 10 per cent in the subsequent 6 yerrs, Net capital
fermaticn netually dec“ incd in eber lute torms Auring 1967-68 and
even by, 1972-73 had barely resche? the 1966-67. level.
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2.9 Deceleraticn - f investment meent th-t the race cf
capacity creaticns g2lsr slrwed Arwn, While expansicn cf
capacity in metals, fertilisers, chomicel and intermediste
gcods infustries continued, even if at » slcwer rate than
pYirned, the expansicn «f caritel grers infustries suffered
& severe set hack, In many segments of the capitel greds
inAustry. ,(e._g. Railwey rclling strek, electrical machinery,
and hesvy engineering industries) caracities had been
crested in anticipnti'n of rapid exransicn cf mew-investments in
electricity Penérpti n, mtals, cral and transpcrtaticn, The
recessirn in investment an? p'rowth Aduring the nd.r‘-sixties
found such ir‘ustries with larp-e excess carecitiese. The
extra~criinex¥y rari” exransi-n cf menufactured exncrts,
sinee 1971, while adting significently tc. demend frr cortain
types of intustries, was still tco small tr meke & *ifference
tc the CVe‘raJ.l erowth . of infustrial cutput.: The gen-ral
slack-ning rf Aemand rjampeneri interest in creeti-n cf new
eapacities and henee predueticn, " Preducti n frrm such
invesf'nents.'Ps was being maﬂé Iwas cn the rther 'hmv* Lo ffected
‘by the crrw't‘,lmz:l.ngT Aeleys in ccmpletlng rlants. anr’ hringing them
c full ceracity pr(.duct:.gn.. The cvirell ricture ~f in‘vstriel
expansicn -."'ﬁlinp the fifths snd sixties can be seen fr-m Table (2.4)
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Table 2,4: Net cutput cf the mamufecturing Sectcr, India,
‘ 1951 . 1972
(Rs. millirn =t 19A0-1
1951-51  1960-61 1970-71 CoL E_ Ccl3
te tc te Ccl 1 100 Crl 2 00
1053-54  1962-63 1972-3
Reglstered Sector - 6024.5 11832,1 19086,5 196 161
Consumer gcods 3706.2 5266.0  6472.8 142 123
Intermsdiate gocds 1552,1  3903.2  7507.1 251 192
Cepital grcds 600.6  2213.7  4190.7 360 189
Miscellanecus 165,.6 4149.2 915.8 27 204
Unregistered Sectrr 5i03.5 8370.6  11641.5 155 139
Tetel Manufacturing 11428,0  20202.7 30728.0 177 152

Scurce: GOI, CSO, Naticnal Accrunts Statistics 1960-61 to 1972-73:
Disaggregated Tables (March 1975) Teble 25,1 and 26,1

Ccnsumpticn gecds include Industry greups 1,2,3,4,5,7 (20)
| '6,8,9,10,11,12,13,
14,15,16,17,18,19)

Intermediate gecods
Capital geods
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Solf Teliznce'
Self Relimce

2,10 If one were to judge-by the trends in the volume of external
assistance in relation to the level of imports and of investment, .

‘the cconomy would seem to have made Significant p ogress towards
self-reliance ese cially_since the mid~sixties, The current account
deficit which was equal to about 37 per cent o total imports in

the early sixties, and about o 42 per cent in the mid-sixties were
only 21 per cent of the imports in the early seventies, 4s a pro-
portion of gross capital formation, the current accoumt deficit has

~ fallen from 16.4 per cent in the early sixties to a liﬁtlé over 5 per
cent in the 'ea'rly seventies. ..(-Table 2.5). "Moreover the actual level
of export earnings and imports, at current pﬁéés yere roughly equal t
to the plan pmjeétions. This 18 however a rather illus_ory gain because
the reduced dependence.oh 2id has been achieve’ at. 2 jegels of econcmic
activity much below those projected by the Flans,

Table 2.5 Current account deficits, capital formation and imports
India 1960-73
(ks.billion at current prices)
1960-61 1965--66 - 1971-72

to . to ‘%o .
96263 T 196768 153k

1. Gross domestic

“capital: formation 26.3 50.38 ° 86.44
O dopnats o7 fwl

and services _ 11.8 19,32 22.89
3. Current account deficit: 4e32 8.09 L.73
ko Ratio of-(3) to (1) . 16.4 16.1 5.5
5. Ratio of (3) to (2) ' 36,6 419 20.7_

Computed from GOI, (SO Netional -Account Statistics
1960-61 to 1973~7L , Op.cit
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2,11 Foreign Trade: The progressive reduction of the current
account deficit was the result of a relatively slow increase in
imports, especially ‘since the mid-sxities, in the context of &
sustained growth o exports. Between 1970-and 1972 aggregate
comnodity imports, valued at curent prices, averaged at roughly

the sume level as in 1960-62, and some 15 percent lower than in the
mid-sixties (Table 2.6). Consumer good imports more then doubled .
betireen 1960-62 and 1965-67 largely because of wnprecedentedly high
level of food importé necessitated by the droughts of 1965 and 1966.
With more normal weather and the revival of domestic agriculture,
food imports fell, Total consumer goods imports in 1970~72 averaged
only a fourth of the peak level of the mid-sixties, The decline of eapital

good imports since the mid-sixties is the direct consequence of the
stagnation of investments., Since intermational prices were rising
during the period, the decline in volume of capital good imports
which incidentally stands in sbarp contrast to the trends of the
fifties end early sixties was even more 'pronounced. The imports of
intermediate goods, on the other hand, have been steadily rising
throughout the period., Though the slowimg down of domestic indu-
strial growth did dampen the démard for a variety of imported raw
materials, the requirements of imported fuels and fertiliser materi~
als continued to grow, Delays in completing planned capacity, and

- bringing completed plants to fall capacity production, compounded by
labour problems and power shortages adversely affected domestic

- productior of ‘gome '.lx;duatr,ies. The shortfall in domestic outtut of*
such items g8 ste-~l sn® fertilisers wos so savere thot o substantied
jncresse in imports- wes needed to meet Jdemcnd, evan thoush the igtter
was much-less than expected,
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Table 2,6 Trends _in Imports, India, 1960=-1972

{$ milldion)

1960-2Y. 15656 1 970__72_.2_/

‘Consuiact goods 311 745 189
Intermediate goods 937 980 1360
Capital goods 764, 8.8 639
Other 362 214 17¢

Toteal 2374, R8T 2367

1/ Computed from data in Fourth Five Year Flan
- (1965-70), p.102, Classification not strictly
comparable with subsequent years

2/ Taken from GOI, Economic Survey 1968-69 and
Economic Survey 1975<76

2,12 Upto 1967-63, expor;:s were growing that at a much slower rate
than imports;. cdnSe@ently, the trade and current accent deficits
showed a tendency to widen. Thereafter, a number of factors contri-
buted to accelerating export growth: in part they were the result of
deliberate policy of which the devalwation of 1966, subsidies to
exporters , and rapid expansion of trade with East Burope an counfries
under bilateral agreementsl/, were th_é most important, In part, and
this seems to be true of manufactured products (especially engincering
goous ), thie caerjonce of' excess capacity on account of slack domestic
damand probably forced yroducers to seek out export outlets, Thirdly
the world-wide inflation of commodity. prices has been a significant

1/The share of exports going to these countries rose from less than
10 per cent in 1961-62 to over 21 percent in 1971-72,
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Table 2,7: Growth cf Indiens Bxports, 1960-61 to 1973-74"

($ million at current prices)

/

1960-61  1965-66 197374

Traditicnal Ttems

Jute Memfocturers 28, 384 370
Tea 260 241 195
Cotton and .cotton

mamfactures 139 137 303
Vepetable cils

and oil.cake 57 86 291
Leather and leather

prcducts (inel.fontwear) - 79 o1 249
Ceshew kemels 40 51 99
Coir manmufactures 18 22 20
Other agricultural 2/ '

products and marmifactures- 73 117 252
Non-Trediticnel items

Fish and Fish products 10 14 119
Mineral Ores 86 135 207
Iron and Steel 12 17 35
Art  silk. fabrics - - 10 38
Mineral fuels an? lubricants 16 20 20
Chemical products 7 19 67
Engineoring sords | 18 35 269

Total (including others) 1339 1690 3365

1/ Computed frem date. bliSh‘ed( in Econ S =76
"using a unifcrm exchange rete cf 14 = 7.5 ks Note the

data relate to single years and are nct threc year averages,

_Z_/includes, tchacoo, coffee, pepper and supar:
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factor in the growth of nominal export eammings since the mid

sixties?.'/ From the long term vigy.foint-the trend towards diver-
gification of expofbs is notarorthy While a significant proportion

of additional earnings has come from traditional agro-based products,

s everal new items have cmerged and the latters #hare in totrl earnings ha
- incressed: Fishery products, iron ore and menufactures (other than
4gro-based products), which were relatively unimportant in Indial!s

export trade in the early sixties, have expanded much faster than
traditional items and na} account for a sizeable fraction of export

earnings (Table 2,7)

2.13 The rate of expansion in new manufactured exports is parti-
cularly impressive, The earnings from engineering good, irén and
steel, and chemical products has risen from 05,280 million in 1960-61
to over Bs.4 billion in 1973-74. Though the ievel of export demand,
is still too small to make a significent difference to total manu-
facturing output—/ it has bocome a perceptible influence on certain
categories of n_ndustn.es, notably engineering.

2,1, The tendency for narrowing of the current deficit has been
~dintengified in the last 2-3 years:. the e$cport growth has been
intensified by the burgeoning demand in the middle east, the favour
able pr‘icés in world market and fortuitious factors like the very

high world price of sugar coinciding wi th a domestic surplus. An
‘additional factor is the surge. o' remittances which nowever remsins to he
fully explained.  Since at the.iame time foreign aild receipts have

aleo bean rising, the economy has been accumilating reserves despite

& The dollar value of export-earnings rose some 15 per cent hetween
1960-2 and 1965~7; the official quantum index of exports shows a
rige of about 12 per cent during the -same period, The corresponding
figures for the period 1965-67 to 19¥0-72 are 66 per cent and 12 per
cent respectively, While the quantum indises. are defretive and é~nnot
be taken as a. good measure of volume chappes the relative movements
of dollar earnings and qua.ntmn indice do indicate that price increases
were a more mportant factor in the late sixties and early seventies.

v On a very craje~cklculitivy, exrcrts.of nllmnnmifaeture’ rrctucts
relative to gross production of this sector was barely prcbab]y less then
5 per cent in 1973-74.
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the steer rise in cil rrices, contimiing world. inflsticn, and

high food imperts, Much of the increese in Impert is, hcwever, due
tc rrice rises snd focd shertnges; the quantum of imrorts, cspeci-
ally cf machinery, contime to stagnnte reflecting the stagnaticn
of investment, It weuld therefore, be prem=ture to say thrt the
balence ¢f payments cutlcck hes been fundamentrz]lly trensformed,
2,05 Jerestic Rescurec mchilisaticn As reinted cut earlier, real

investment has been cc.nsistentlly belew plan cbjectives, The gap

hes been nere . J\_rg';n(mnced. Since the mid sixties, The anmuel -rete
of real net investment which wre prcjected -te rise by cver 60 rer
cent Auring the Fourth Plen (1969-74), in fact stapnated arcund the
196768 1evel, For this resscn, the rducticn in the magnitude of
exterﬂal_resaurces' either in absclute téms 59 n8 e properticn of
investment is ccnsidershbly lces simmificant ‘then micht apresr at
first sirht, On the basis of CSC dat~ the m-rginal rate of savings
during the sixties and early seventics teken as a whcle, werks out
tc arcund 21-22 per cent (Table 2,6) which will below the toreet

(28 per cent), Even the estimate of 21-22 per cent is cren to scme

ngtden ]
sacstion.~” mane 2.6 Trmds in Domestic Savings, Tndia 1“60-1 +o 1?72_73
‘ (_s_.bﬂll(n et 196061 rriccs

1960-61 1970-71
te tc
196263 1972-73
Net drmestic procuct 137.54 193.40
Net demestic cerital !
fermotion 17,37 27.83
wet earital inflo '
(et current price 4.23 2.51
Net demestic ‘savings 13.14 R5.32
Increase in NDP 55.86
Increase in sevings 12,18
Merginal saving rate 21,8%

-—

Souree: CSO. Natirnal Ingme Stetistics,....-nr,cit

1/

-"The hcusehcld sccturs investment i pnysical assets ghows » yeer
dcubling within cne yerr namoly between 1965-66 and 1966~-67.
Whether in f-ct such a srurt did teke place, or whether it is cnly
statisticel in neture remrins uncleer. If the inerecnse is stoti-
stical, the merginal arving rate weuld be cconsidersbly smaller
than the 21-22 percent menticned earlier,
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Tww failure of the pubiic sector to schieve its savings térgets
is particulerly nntewcrthy: It will be secn frem Table 2.7 below
thet, at current prlces net public savings have increased cen-
81derably less than net private sevings, And as a propertion of
net ‘demestic product public savings hrve in fact declined whereas
the rions aimed at a blp rise in brth the prererticen of aggregate
SRVATLT Sracral ot Zn Sho iu*r* szeter and the ratio of public

savings to natlrnal income,

Table 2.7 Treﬁﬁs in,Savings, Iﬁdia'1960 to 1972

‘(Rs.crores at current prices)

1960-61 to 1962-63  ~1970-71 t5 197273

NDP ot factor ot 14018 100 36939 100

Tetal drmestic crvings (net) 1382 9,86 4723 12,79
Hrusehclds go3 6.37 3694 10,00
Private ccrporaticns 129 0.92 213 0,58
Public Sectcr 360 2.57 817 2.21
Mministraticn (236) (520)
Dopertmental enterprises (121) (iqz)
Nen-depnartmental enterrrises (3) (96)

Scurce: GOI Naticnal Accrunt Statistics 1960-61 tr 1972-73, rp.cit

N The grester part of the increments to nublic savinps has come

thr vugn the budget The decade of the six+ies withesse® a rapid rise
in the rcvornment revenue in aosclute terms (frwn R+, 19,2 hillien dn
GL0. 72, v B (6 R Len din 1670 72) »n? n significant increase in
reﬁcnues as & frnpcrticn of aggregrte net cutput frcm arcund 14

'per cent to 18 per cent), Over 80 per cent of the increrse in reverues
wss cn acccunt of taxes, and in particular indirect trxes. The letter
as a provpertien of NDP rese from 2.6 rer cent in 1960-62 to 12,1 per
cent in 1970-72 reflecting » widening of the tax cﬁVerepe, errl the
-7rﬁw§h.n .rrcﬁupt;rn. Dlrect taxes ,cn the cthor hend ,berely kept pace
with rgeregate MDP, ond in fact trailed behind nnn-apricultural incomes,
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Expenditure, hcwever, increased frater than revenues partly
reflecting the expanslrn cf state activity in the sphere of
agricultural services educaticn health =nd cther develormental
functions, but mcre 1mportantly cn acccunt of \the big rise in
defence grending and the effect cf inflaticn on salary levels as
well as on the cost of goods ani gerwizes:prirchedddy by Gavmewbnt,
The burden of subsidies and tyansfer (“eflectlnp in part the effort
te mitigate the effect cf infle ticn, fced shertages and dreught on
the more vulnersble anl fcr mere veeal classes) also rcse st a faster
rate than average and abscrbed nearly a fifth of the additional
revermes, The net result was that savings threugh ‘the budget barely
drubled in absclute terms; and as a preportion of tct’Bl reverue fell
frem close to 20% in the early sixties to urnder 11% in the early
seventies (Table2.8)

rﬁiwymnwmhmm:sma (Rs.mi1110n)
1960-61 19'70-7

to : te
1962-63 1972-73
Resources
Income from property & enterprensurship 2190 16390
Direct taxes_' - 4870 12800
Indirect taxes 12130 45100
Miscellanecus 720 1930
Total Receipts = Total expenditure 19900 66210
Outlayn
Compensaticn to'emplcyees . 8150 26530
Net purchase of gocds & Series 4360 16650
Interest on puhlic deliver 790 3020
Subsidies & transfers 2040 12800
Sevings | 3570 7210

* Includes Administraticn an® Departmentel Enterprices.
Scurce: CSO, National Acccunts Statistics.......cp.cit

Ccmpared to public savings thrcugh the budget, the retained
earnings of public sector cnterprisesere negligible - they acccunted
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for less than 1 per cent.of the ‘total rublic savings in the eerly
sixties, an® remeined insignificent kwsugh cut thc decade. There
‘has been scme improvement since, end for the three years 1970-1 to
19’72—73 , retained earnings of these enterprises accounted for ~ver
10 per cent of public savings, If we exclude rublic fimpciél
enterrise, the picture is ccnsidersbly worse. In fact ncn financial
rublic enterrrises ;'.excludin_g reilways, :P&'T and cther departmentally
cperated activity, heve ccnsistently been Ais-soving thrcughcut the
‘ixtical/ The reccrd of public enterprise has thus belied the
expectaticn thrt a prr-{!fmssivé ‘_eaqaansic'n of rublic enterprise will
meke o significent comtributicn te agerecate sevings and give the
state direct cemtrcl over an increesing pmportiori of the country's
seving pccl,

The pcerr record of public enterprises in genemtihg surylus is
due t+ several fretcrs: In part, perhaps a large part, 1t reflects
thé '-ilcle'ffic}igncies in the_ nanagement of these. enterprise'ss'. In
ordinate delsys in ccmpleting p-'rilénj'ects', 'exoessivé inventaries eand
low rates of capecity use, which has ccme tc characterise public
enterprise oreratirns, meen relstively high unit costs of producticn,
In gseveral cases, thesec enterprises are als¢ required t¢ bear costs
which are nct strictly related to p'eructi(‘n. This harrens fcr
instance, when the ccsts of subsidised hcusing and amemities to
employees are charged tc the enterbrisés accoﬁnt; or when enter-
rrises are forced to carry workers emplcyed for construction even
after the constructicn is cempleted end the"pia.nt' gces inte preduction,

1/?1256 chservaticns nre based cn zhe estimates rublished in CSO's
aticnal Acccunts Stetistics; 1960-1 to 19%2-:2, cp.Git,
The tctel dissaving of this cetegory of ent erpri!]; gsee Tahle 28
on p,55 of the above publicaticn) ranged frem ks,1 ercre in 1963-4

tc a maximum of Bs.61 crores in 1967-68, There was a marginel .
resitive saving of Bs,4 creres in 1970-71. '

It needs tc be ncted, however, that in terms of tectel cperating
surplus(net of depreciaticn), the perf'drmencs cf non-finsncial
nen-departmental enterprises heve improved significsntly threu
- the sixties: Operating surplus (rcughly ecual to gross rrofits
hes grown from Re,6 crores in 1960-61 to R, 327 ercres in 1970-71.
This represents » considerable improvement in reletion to grcss
value ~f rrcduction but in the sbsence of crmprehensive date cn the
cumulative investments, it is difficult tc judge whether this also
representa an imprcvement in the rate of return teo investments, We
de heve scme evidence (frcm data of the Bureau of Publioc Enterprrise
and the Reserve Bank f India) sugprest that the ratio of gress prefits
te capital emrlcyed in public sector enterrriees (renging from 3-4
rercent since the mif-sixties)is well below the ecmparable figure for
the private corperate sector (8,5 to 10%)
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These circumsténces are compounded by pclicies which make it
‘difficult for enté;prises to ad just the prices of their products

in line with legitimate ard unavoidsble ccst rices, In yet cther
ceses enterprises’ rre forced tc bear lcsses cn a prrt of their
operatirns (e.g., freight rates on bulk ccmmcdities, and electricity
rates for rurel consumers ) ﬁthmt freedem for cr.mpens.atc-zy price
adjustments on other parts cf their operaticns.

Employment

Lack of comparahle data, cn ccmnrehensive bagis, makes it
difficult to evalute the tremis in the level amd pattern of
emplcyment, and in the incidence of unemplcyment and uzﬁérer"ﬁloyment.
We de knrw, cr ccurse, " that- the cverall rorulation growth in the
sixties (24. 7 per cent) was higher than in the prev-.uus decade
(21.6 per cent) and that the urben population rcse faster than the
Yotal, " The census data show only me rgin~l rise in the.lsbcur force
but this is 3arpely’ due tc chonpes il concepts afh’” A6Tihitions.

Lhcre has.als~ beon scme qualitativg n.mprwemerrtﬂn 'the
availahle human rescurces: The mcldence cf- mass ccm'xunlcable
diserses like smellpox and chclera have been £r: atly ref‘ucod There
has heen a further exr\dnsirn of health ‘care fac:illtles hy bringing
publicly flnanced he»lth—care facilities within easisr rerch. of the

pecrle, an® by expanﬂlng the suprly 6f qualified personnel is 8
result, the overall mortqilty rate hes Aeclined further teo arcund
15 per 1000 in 1971 compared to 27 in 1950,  This is cfcourse
enly a partiel measure cf the health status f the prru_latlnn.
Hardly anything is _kn(wn about the incidence of mrrbidity; whtle
availablfs Aate cn focd suprlies sugrest th'-‘tAthere_.may‘have been
little imprcvemerit, pessibly _a'.sli.gh_i_'.ﬁecline in the average frcd
intake during the last decede, The propartien of literates in the
peyul-ticn hes incrersed tc 29,3% by 1971, compared tc 24 per cent
in 1961, The pace of incresse in literary rate during the sixties,
however, merks a significent shewing dewn over the pace reccrded
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during the earlier decrde, The rmumber of merscns e’ucated urte
Matriculaticn or mere rese from A dittle cver 8 millien in 1961
(1ess than 2 percent of the p(‘rulp‘bir-n) tc 21 millicn in 1971
(arcund 4 per cent of the rorulaticn)

Only partial and sketchy da‘ba are rvailshlc cn the evcluticn
of the pattern of emplcyment. Given the apparent slowing dewn of
the overall rete of growth, alcng with an accelersticn of pepuleticn
increase, in the sixties ccmpared tc the previous decrde, and given
further that the cversll rate grcwth is itself relatively lcw, cne .
cculd expect the gmr beotween the growth of employment opportunities
and the increrse in 1abcur suprly tc¢ have intensified., But the
available date are rather conﬂicting cn.this roint, For instanee
the total empllryment in the rrgrnised secter (comprising units
employing 25 cr mere persons) has risen 50 per cent between 1%1
and 1974 (frcm 12,1 millicen to 18,5 rrllllcn)-/ In the case cf
registered fnotcrs for which comr~rrble data ~ver a longer reriod
are qvallnble emplryment seems tc hawe incrensed by rrughly the
srme extent during the fifties =nd the sixties, even. though the
rate of growth of cutput in the letter rericd wes distinetly
10"61’2/ But these d¢ nct tell us snything abcut the trends in
agriculture and in the uncrganlsed sectors which together account
fer nearly 90 per cent of the employment, &lvr rewll sor=ines f

" BindeT#nad edtnihgs of frctery workere;twhu have~#mong the
strenest trade unions, hes beén. stagmht throughout -tha. aixties
it is hiphly probable thet ncn-unicnised.

1/ Soﬁrget GOI, Ministry of finence, Eccnemic Survey 1975-76

2/The average daily emrlcyment in facteries rese from 2 © millicn in
1951 te 3.9 mllllon in 1961 and further to 5,1 millicn in 1971,

E/I'he index of ronl ecrrnings of fretery werkers (1961=100) was 95
in 1966 101 in 1970 and 1971, and 103 in 1972, See GCI, labcur
Bureau, Pccket Bock of Labour Stetistics 1975, p.26
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workers in the uncrgenised sectcr heve nct been ghle t¢ meintain

their real inccme, One would expect the agricultural labourers, tc
heve fared even worse, Scme studies1have suggested that the real
wage rates cover large parts of the country may have declined
Auring the sixties, But withcut kncwing the intensity of employment
it is Aiffieult to eay what herpened tc the totel real ineomes of
the agricultural lebourers, A8 for overtrunémpiiyment the National
Semple Survey Dates Ac net shaw a very percertible rise in either
rurel or urban unemrlcyment rates, cheve:z, a recent study using
NSS date conclules thet the degree of u}lenmlcyment and under
emplcyment in rurl India which had frllen prercepitibly durine the
late fifties and early sixties, hes apein registered a shary riee?
Deta frem Bmplcyment exchanges elso show e very rapid rise in mmber
of perscns registeréd (especislly in the edufiated cotegeries) e=nd a
steady drep in the ratic of placcrments to the numbcr.reg:istenedz/ .
While thesé rates of ineressc in registreticn are partly due tc .
the extengicn of the coverage of. emplcyment exchenges, they do peint
to a wersening of the employment situaticn especi®lly for the
educated, |

114 See P.¥.Bardhan, The Green Revclutirn and Lgricultural Lahcurers, EPW

2/Raj Krishne,

Rural Unemplovment: A Survey cf ccncepts and Estinetes
) for India, mimec fpril 1976

3/The ‘mumber of applicants in the live registor rese frm 1,83
millicn at the end cf 1961 tc 2,62 million in 1966 and 8, 2 millicn
in 1973,  The mmber of pleccments ‘in these years were resrectively
0.40.1i11icn (21,7% of mumber cn 1ive register) 0,51 millicn (19. 5%)
ant 0,52 millicn (6 3%)

The no, of perscns on live register with educeticnal level of
matricul~ticn end ebove rose frem 0,59 millicn 4in 1961 t- 3 9 millicn
in 1973, .

Q}gg Bzck of Labour Stapistics. 1975 n.27
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Poverty and Inequelities

The cembined effect of the slackening of cutput erowth and
the quickéning of populaticn grewth during the sixties and the
early 'Seifont:‘.'-\-is has been = marked drén in the rate’ 4f increase in
per carita real .inccme, The lattef; whiéh reccrded: a'20' per cent
risr= butween 1951-—2 ahd 1961—62 incressed by .cnly 12,4 per cent
1n the Subsequent decnde. If the GSO estimutea of srvings rre’
cerrect, there the-.slow r‘cvwn 1n terms of per capita consumptirn
growth is considerably mére rrnnrfunceﬁ In any event ‘the Fer
onp:.ta availehility of mest esson’ti"l 1+ems f mags crnswnrtion
(See Tablel, 9)has ine reage d mach less f‘urinff the sixti-s thpr in
the:preccxiing H.e_pgde. The per carita avallahility of foo dg-rains
hes in fact declined in ﬂbsnlute_,terms.

Table 2.9 Selecte indicators cf change in avernge living

standards, India 1951-1972
Upit 1915}3-1 1960-1 1972;1
per Bapita 1952—3 1962—3 . 19772-73
Feodgrains eme/day- 376 457.8  450.6
Edible cdls ke/year 2.84 3,77 . S.9
Suger Kg/yenr 3.0. 5,4 6.3
Cotton -elothing ‘meter/yesr 8,5 14.6 12,5
Men made fabrics meter/yéar n.a 1,2 1.6
Bicycles Ne,/millicn 750 3000 3700
Sewing machines " .‘ o 145 742 v 566
Redic receivers licenced " 1550 4810 17400.
Rlectricity consumed. ~ kwh/year 1.6 "3.4. 7.3
(ﬂomestj_g) . '

l/Estimates b*sed rn 3 ye-r dvérrgeS.
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fhe picture regerding the trend in liVing standards will not
be ccmplete withcut knnwing whether and in what menner, the distri-
bution of: wealth -'nd ircomes h-s changed. (The evidence on the
latter quest.lon is of‘ten ambigucus, scmetimes cont.radlctozy, and
hence, fer frem conclusive, And such data -8 are svailable have
not' hech. enrlysed. systematically to cbtain an cverell picture cf.
the behaviour inequalities,

In terms the d:.stnbution of wealth, the mest impertarnt change
“Hnd' bem%tcgmbsixte Anbrenss. in-the prbportihn of camitel sock -owmed

and’ opemted by the public secter,.  Though the share cof t.he pu“lic
ngtcr in oo, invegtqerrt”smee -the mid, sixties: (40 ;por.cent): ‘hag
been lewer than the Yedk.sShseved dubing thl thibl % plan {dhi750
per cent) its shane in tctal’ capital stock hes steadily inereased
to arcund 35 per “cent in 1073—’741/ If the publie secter hed maaneﬂ
tc carn a rete cof rcturn ccmperable to the private sector, this
wc'uld hrve meant ‘a ccrresronding reducticn in the promerticn of total
pGCerty incomes: accruing tc the public sector, And since it is
well kncown thet property :i;nctmes' are much mére urrequally distributed
thet income frem work, thissbould have refduced the inequality in
the distribution of private incomes. Hewever,in point of fact, the
return to public investment hes been much below these realised hy
the private secbor, Consequently the increased ruhlic cwnership
is unlikelyto heve improved inceme, ﬂlstnhution in the private
soctcr. ‘Indeed if the suspicion thet t;ho benefit of the subsidies
ipildcit in the pricing policics of public enterprices accrued
-primarily-tr-the well bo de is correct; the distributive effcrts of
- public ownership mey r v.

l/ .Th:Ls is based on the estimrted distributicn of the stcok -cf -

reprwhmlble tangible welath: between’ public and private sectors
in 1950-51 (See

and the accumileted total investment by two sectors frem 1951-52
threugh 197374 as estimrted by CSO,
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e There are no comprehensive:data on the distribution of private
‘wealth, Surveys for rural aread suggest that the inequlity in
the distribution of wealth (including land) has worsened.' But in
so far this reflects the ‘cqr.lbinegl..effecf ofi1 possibly, disparate
changes in the. prn’.é.é'of different assets and of differential rates
of accumlation:d' renl.assets, it cannot.be taken as conclusive
evidence. ol worcen—ig ineqaliiies,. On the other hand, there is
evidence. from -the NSS that the distribution of operational holdings
1671-72 was somewhat less unequal than in 1961-2, Even though the
{oroportion not . operating any land rose marg:i.na.'Lly, ‘bhé_re was a*
substantiad - reduc't on in the nunber of holdings and the average
the pronortion of -5 acre range roge; and

size of, holdings abov acres the average size of Holdings in all
other cln~sses rose, the 1ncr_ease be;.ng an inverse function of the
size of holding (Table )‘.

The evidence on the dlstmbut:l.on of nrlvate incomes is patchy
and inconclusive. There is a wid, ely held view that whatever ey
have ha.ov'ened to the dlstnbutlon of land - and this is at best
parginal the incomes of the lgngus farme have increased considerably
faster than that of smnll farms portly because the farmer have
superior access to inputs and cred:L . both in terms of ‘the quantun
and of the terms on which they are obtained. The only. empzrical
evidéiice v tlds 'Lsmm’ pcﬂ;mna to two. d::stnct Ferozpur
< dhe Pa job -andrMuzpdfedn Ptm;pb and Muzaffamanrin Up, ‘both
in thé hoartiond of tho groon rmrolublon%/ At current piices,the
Ferocpar data show that the :~rrentage increaso in farm husiness
incowe butrecs the mid-fiftic. and the mid-sixtias is signiﬁcantly

higher thon averags in the case of bigger forms and lower than

average. for sull faras. Bus the x\hzbaffanmgar"data do not show
such a pronownced differcnce, Much more careful study of the data
involving adjustnents for price change and possible distortions due
to grouping are neédcd before fim conclusions can be made, Even
then, neo gencralisation is possible unlecs similar data are- ava;ﬂable-

14 Iig KR Canapathy and YUK Sherme,- Shifts in Pathern of Asset
dings of Twral Households, liconomic and Political Weekly March
%y 1977, -
»

?/GR- Soint - UGreen Revrolusien-and Distribution of Farmer Incomes',”
Economic and Polditicdl Weckly, March 27, 1976
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Toble 2,12 Percentage distribution of no of holdings and area
operated by size of hows ehold operational holdings
1960-61 and 1970~71

. 1960-561 ~ 797071
Size glass ‘Households Area op- Av. Area Households Area op .Avi Area
erated per hh rated per hh
(acres) (acres)
0 26.86 27.41
01-.99 15.10 1.30 0slds 14,.93 1.69  .0.52
1.00=2,49 15.63  5.77 1.89 17.9, 7.56 1.93
2450-4.99 16,17 12.74 4403 16.44 14,591 415
5,007 849 9.02 11,99 6.80  2.66  13.31 7.02
7.50-9.99- 4481 .04 9.61 4428 19,30 %%
10,00~14.99 5.2 14.29 13.49 L.T2 14.22  13.76
15,00 and above 6.9S 44,.86 32.49 5,62 39.01 31.70

Total 100.00- - 100,00 5.1 100, 00 300, 00- %57

Sourcc : S.K, Sanyal 's Comment on®Trend in current unemployment in Indial
| E.P,W, Jan 29, 1977,
for other areas,’

Ko wbeor wioki, On the other hand, the rise in the share of tho
households operating no land, the apparent decline in rural real wage
rates over large parts of the country, and the fact that the real
varnings of important ‘segments of organised urban labour, (like
factory workers) bas stagnated, would seem to suggest a relative
deteriomtion in the position of the poorer clhsses. Com

Comparable nation wide ,data on the distribution of population
by lovel of consumption at differemt points of time are available
from the National Sample Survey. The main limitations with these
data are (a) Qqhsidemble ad justments have to be made for changing
price lovel in order to get at change in real rather thon nominal
consuption and (b) the data are published separately for rurel and
and urban aress and very littlo work has been done to reconstruct
the distribution of the total popula:bioﬁ by level of per capita ..l
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recl consumption, The latter type of studies. are available only

for rural areas!, They suzgest that the degree of inequality

in the distribution of population by. level of per vapita consumption
(both in norminal and real terms) his not changed appreciably over the
sixties, and may in fact have declined a bit. That the behaviour of
the nationn) distribution may conceal considerable inter-regional
variations is shown by the stuly of the Punjab data which, acoording
to one study, point to aggravation of inequalities in real consumpkion

over ihe_.sixt.ies.? .

Inpact of Public Sector:
' Uhequal distribution of private income was supnosed to be

mitigated by a fiseal policy which would on the one hand tax the
rich more heavily than the poor and on the other use the P oceeds
for activities which will benefit the pdor more. 'The extent of
progression in the incidence of taxation relative to incomes is

the subject of some debate, Direct taxation on agriculture is
negligible in relation to the sector's output and its incidence is
domenstrably regressive., The schedule of nominal rates on non-
agricultural incomes is indecd progressive, but the degree of effective
progression is greatly reduced by the various exemptions and rebates
allowed by the law. Since a considerable part of taxable non-agri=-
cultural income escapes the tax net altogether, and the incidence of
such evasion is perhaps highest in the upper income groups, the
progression of the tax collected to actual incomes is apt to be

- furthor campemed, In the casc of' indirect taxes, the incidence is
significantly progressive in relation to consumer expenditure, but
some doubts have been raised about their progressivity in relation
to the incomes ospecially in the high income brackets. Overall the
incidence of taxation would appear to' be progressive though to a
much less striking degree than uswlly believed.. .

1. Several of these studies are reported in P.K, Bardhan and .
TN, Srinivasan, (Q)E.;Povdrb#mﬁ'mconb ﬁlﬁﬁ&bution. eesOp.cit)

2. Indira Rajaraman, Boverty, Tnequality and Economic Growth, Rural
Punjab 1960-1 to 1970-1 (mneo, 197Z)
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The imract of exrenditures is for less certeint of cocurse,

~snditure on yubii8 health; S8Rcd otubntirn small farmers ond
nargin~l. farmers rrogremmes end similsr cther activities do henefit
thc pocr relatively more than the rich. Hewever n~t all suci'l
cxpenditurcs benefit the ncc r; ¢ the rorr cre by ne mears the
e..cIns’ve heneficieries cf such exren’itures. flsc, ernsiderarle
sune are rrovided as subsidies (exylicit s~nd imrlicit) theough the
buc et ~rl through the operaticns of such enterrrises -8 irrig~ticn,
electricity and trensrcrt, The direct and exrlicit subsities thrcugh
the budpget is currently cf the (rder of B, hillirrn; the extent
ci subsidies imrlieit in the pricing cf geoeds and scrvices surplieﬂ '
0y public enterprise remains tc he queantified ~nl could well Ye a
rultirle of the reccrde” subsi'ics. If th re is nc accurrte idea -

e cxder of subsidies rrovide? by the Stete -n® its .c-rg‘-'.nna, even
Jess is kn-wn ahcut whe the heneficirries »re, Meny cof th-se
iubsidies, e.g. for fced, high-r efucaticn, urhan hespitels irri-
pebion and electricity prohably benefit the better cff segments
ncr thm the peer,

The reccrd of the Indien ecrnemy since the enrrly sixtics cen thus

be sumrod up as follews:  As befc re, the pqrfrxﬁqpnce_ 'Qf thé' oc nemy

en terme of grcwth hes fallen censidershly shert of trrget; merecver,
*' v s indicaticns that the grewth has slews” dcwn during this
roried; The slew Acwn roflects the cf.\.'m*‘in_e_-.-d .clefféct of a r‘eéeler—

asien in agricultural prcducticn -n? a nenr strencticr of rerl
inv-gtment (largely attribﬁted tc the slock in mbl:i‘c‘ investment ),
These in turn ceus~d stl. ag roccssicn in demestic cemrnd for
mmufactured'rrcducts especially ceritel grcds, The glow Acwn in

+ wostic demend helpe:? rei;-«tive]y strong exrort g'r<wth At the

seme time the impret of Acmestic rccession cn copitel goclg impert 8

an! tho r‘:‘eéline in fced dmyrerts from the extracriinery levels of
th. mid sixties, led tc e comprretive stagn~ti n of spproante
imperts despite ,rising,v'imr#rt rrices. This rsultel in » rr-gressive
roiuction in the current account Adcficit through t.h_e eérlj seventies,
vth in ~heclute terms and as » prererticn of impcerts, The current
acecunt deficit ms n rroperticn of inve stmont alsc foll, Bub these
irtie~tiens of increase self-reliance are mislenting ~s they were
suicved at mich lower levels of cverall activity ~n¢ grcwth thon
-1
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rlanned, Given thé cversll prewth rate i€, is"yere iRy turt
the additirns ¥ the 1aRddr, fdfce & uldThatié Teen Bsci®éd in
productide Frloyhent . Ynon Rogiéat il fnleré iplfymenk; Kave
FFHERAFLYT Hi8oR. ThAYR TooéfTdontes THHAHEN Fhthafrdmnutivarbint
Beifencey WETa redfcdiveads $Ral Tl WE RO e R pRd cliftyrEL:
1éRreEens . TThee A0 vBhedd Shéde ¢ £11yblas PineRdlis n thd " sl
pePUE L o £ bR 108 G FIOPANTBEN A% gE 3T gt Ten havel FoFRpbnts

ne ETrd Yrdht2 " ierErentdit theJaisthmg{m g m~5té gms{nﬁp@,i cH
InAT 1 G re HrevhEY btamrEhehaivel stafiesl v otT e ibt rittvt dve
effact: of TooIig, secfor ordrntions, it. ts' Unlikely tHof thc.yq"mr:%
a'big "iffererce, Werall, 4he Averape réed ‘céndlimritlon Ff an
‘Infidan cxyeriencety  distiret -8lrwibg down) ovep-the Sdgtigs ne
orrly Seventiess In-fact, the ser cepits ¢corisumpbirn- «F such -items
=8 fordgrains hre- ~etisdly Frlleéd, Bver if ﬁhedegreo ¢f- Inequelity
h-8 nrt changed nqrprocia“iv-, the relativeiy slow éﬁ*hft.h‘_(f Ter
carita real inctmes an! crpsumrticn yeints te an increase in the

ahsclutc number below the roverty line, rerhers cven the. rrﬁrértipn.
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I1I

Prcspects and Prchlems

31 " Since the race ~f improvement in living standars, and more
especially the Tiving stanr’arﬂs cf the pocr, 1s evidently
unsatisfactery, it is naturel tc ask whether the hasic arnrcach
to sclving rreblems of mass pcverty and uﬁeinrloyment warrant a-
reccnsideraticn, Population Control

To begin with and cn this there can »e nc
controversy - sustained effort to bring “own the rate of perulation
fFrowth is of paramcunt 1mportance , nc matter hew cther elements cof
the develcpment strategy are resha.pefl The last decade witnessed
a very cons:.derable exransicn cf the qully Planning Prcgramme
beth in coverage and intensity, Sisnificant pregress hes been made
in terms of the muher of ccuples in the rerrcductive age grcups
wl}c-_é.re rrbtectéﬁ ageinst cencerticn, A further intensificaticn
is .ne'eded te achieve the mth.er medest target of bhringing Acwn the
birth rate tc.around 30 pertthousand hy- ]983-8L. Howevef the
manner in which‘the pregramme was Tushed foxwar.in the last year
cr twe, might wel'l redound: ageinst the pregrammes and there is
. genuine apprehensn.cn abcut hcw the programme micht he affected as
a ccnsequence, While the immediete precccuratirn must, of necessity,
be. tc restcre. the public image cf the prcgramme and the peoplo's
ccnfif‘ence in 1t - 'and this w111 call fcr a radical change in the
moarnr of anprf ach tc the recple - the gtals set for redueing the
birth rate Ac net afmit of Ailuticn,. The penaltles fer failing te
reduce the -birt;h' rate, an? hence the cverall grcwth cf perulatiom,
wruld ke tc.meke the prcblem of prcviding full emﬁléyment and minimm
inccmes that mch bigger, end mcre f:Lfficult The pehelties may

-nct be sc evident in the shcrt run, hut viewed in 8 20-30 year
perspectlve their Aimensicns are cverwhelming, the mrre sc if, as
seems likely, there are ‘severe ccnstraints tc accelerating the
cverall rate f econcmic growth te levels ~f significantly higher
than reccrded sc far,
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Ccnstraints cn growth ¢ Agriculture*

3.2 As veinted cut in the previcus section, cne.
of the mst crucisl fecters limiting the cverall rete of grewth

in India is the rate of increase in agricultural prcAuction,

The rcemificati‘ns cf a shrrtfall in sgricultural prcducticn
targets cn the rest ¢f the ecrnomy are fer reaching: hesides

its Airect impect cn the cverall grcwth, it affects the “emand

fcr manufactures, it affects ire supply cf raw meterials for
imrortant sepments of industry; it weuld pean smeller surrluses
fer expert and larger imrort requirements; an® shertage of
agricultural suprlies, especially cf fred, is a majcr ingredient
cf inflaticn with a1l its attendant Aisterti-ns. Ve heve seen
earlier that the shortfall in agricultursl grewth Auring the sixties
reflects a slewing dcwn in the gress cropred ares, the frilure tc
achieve the targetéﬁ levels f ihrut use, especially irrigation and
fertiliser use, an? a lcwar-than-expected prcductivity of input,

3.2 Irrigatirn: In the future, the reserves of cultivahle land
being practicelly exhauste?, there-is little score frr inereasing
the ovltivated area (i.e., net s un area), The cnly way
effective crop arca con be incrersed is through mcre intensive
creprine f the cultivated larn? which in turn derends 1nrgely

mn the rate at which irrigatirn facilities can he exparded and cn
the quality cf these facilities, Aveilshle estimates cf "ultimete
pctential”, though highly neticrnel, dc show thet there is much
sccpe for extensicn cf irrigeticn, The Irrigaticn commissicn
estimated that ultimetely 107 millicn hectares (grcss) cruld he
irrigated; by cempariscn, the petentiel create” sc far (thrcugh
1973-74) eAds up tc arcund 45 millicn hectares. The rate cf
additirns tc retentisl has stesdily riser frem lees than 500,000
ha per smum in the fifties to cver 1,4 million ha per anmum

in the Frurth Plan and 2,4 million ha in the current plan,
Purtherincrease in the rate ¢f additicns may be nrssihle But

the are 1ik<ly ‘tc belack cf sufficiently detesile” kncwledge
on the lceaticn and extent of greund-water suprlies, the
. shertage f rreperly investigpated an? engineered major an® medium
'prcjects, as well as likely imblances between the Aistributicn cf
‘unexplcited prtential an” the aveilability cf firmhéial rcsrurtes
acrcss States.,

*This sectIon, as well 5 tne eariler discussion of past agricultural
~ growth, cdraws heavily on the author's on going stud§ of ag;;cultural
development,
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3.2 Mrre quantitetive exransicn, hrwever, is nct ercugh to
ensure thet crcpring intensities on irrigated land ircrease
sufficiently maintain the effects «f pgrcss crcpred area,

Irrigeted crorping intensity have indee® risen (frem 1,09 in
1950-1 tc 1,13 in 196061 tc 1.22 in 1972-73), but this rate has
t'r‘ be stepred .up aprrecintly if the deceleratic.-ﬁ the ‘grecss

crey aren iri the 1ajt decnde is tc be nrvest;ec‘ This ealls

for quelltative imprr‘wament of irrigeticn, beth on new rre jects
and on existing prc jects, aimed st builling efficient ﬂistrihution
systems Acwn tr the ferm level, cutjblng dewn wasteful use of water and
controllint cropping patterns. The recognitirn of quelitative
aspects cf irrigaticn rlanning is reflected in the comman® area
develorment, Ayacent develcrmert ard cther similar pre jects.

But they deserve much greater omrhesis in the fiture,

3.4 Qualitstive imprcvement inv-lves much mcre thar rhysical
cnginecring ' the system, Where land in the o mmar® area cf an
irrigé}ted nrojects cwned and cperaﬁed by a large mumher f farmers
each with fragmented hrliings - and this as is typicelly the case

in al1 farts ¢f the cruntry - and individuel farmer can, an?

~ften dres, gain at; the exyense f rthers, hy viclating-the s cially
Aesirable allccatirn <f water in time end space. One manifestaticn
of this is the tendency fcr the farms nerr the head rf a cansl System
t- grow crersg which are mrre water intensive than “esirable frem
sceifl viewrcint an? lesving the frormers st the tail-end with
1little cr no water, In smaller areas, as fcr examrle the area
commended hy a distributery, cenflicts alsc arise <ver whe shrul”
get, how much water, and in Wh.a,t- sequence, The relstive rower of
different cleimants is cften the decisive frcter in settling

these ccnflicts, Nct enly Anes this result in an inequitahle
distributi b ¢f the bensfits of irrigati-n hetween fermers in

the crmmen? arer, but cculd well lead t a reductirn in the
additicnal outrut yer unit cf water, Unless fn.rmérs crorerate, cr
can be made tc cccperate, in enfcreing the cror ratterns, as well
as timing an? quantum cf water delivnries tc individual plcts

necessary for schieving maxirmum rrcductlrn per unit water, it is
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difficult tc ensure efficient use cof irrigsticr, Cle-rly the

f rmilaticn of reguleticns hy theStrte is not hy itself sufficient;
Exrerience hrs amply shewn that nc state agency cen reelly rolice
compliance of regulati ns in this sphere, much less efi‘('rce comrliance,
This ean be Acne crly by lccal instituticns geverned hy the farmers
themselves, which, in turn, is predicate” cn ecllective accertance

of thr sceially-Aesirable resime of weter ellce~ticn an” the
willingness t- enforce this regime cn all memhers ~f the ccmmunity.
The lac.k «f such instituticns is an extremely severe censtraint c¢n
the extent tr which the efficiency and rrcductivity f Infials irri-

gaticn systems can be improved,

3.5 Prcductivity cf Fertilisers: Many analysts of agriculture
seem tc suggest that the iracdequate attenticn tc irrigaticn is the
rcct cause of slcw-grewth in cerer preductirn, an? thot the
hcttle-necks tc grewth will be breken Aecisively by giving much
grecter rmphesis t irrigaticn develerment, This is erronccus,
The direct centributich cf irrigeticn is indeed significant, With
mere shun’ant and assured woter suprly, the same crer ylelds mcre
than under rainfed cchtiticrs; mere importently, it mekes rcssikle,
a shift in the crep-mix frem lew yielding, lcw veslue crops (like
millets) tc high ¥ield, high velue crops (paddy, sugar canc); an®
alsc a higher crrrring intensity, Far mcre impcrtent };Wever, is
the indirect effect «f irrigaticn.cn rreductirn thrrugh ircreasing
the capacity f the plan* t- ahscrh nutrients rs well ~s the
rrcductivity rer unit of mitrient, There. is a c- rsiferrhle hrdy
cf Aat~ tr shew that the rhysical 1imit tc fertiliser vse an® the
asscciated yields ‘n irrigated lands are much.higher thm M
rainfed areas, An? fcr crﬁmarahle levels of arrliceticr, the yiel”

resrense for unit of nutrient is alsc higher under irrigated ¢ nditicns,

2.6 While the extensicn cf drrigaticn increases the pctential far
increasing yield thr¢ugh fertilizer usc, it does nrt by itself

ensure thet the rctentiel is reslised, The actial level (f fertiliser
use is in fact far helew the level which technicrl exprrts recrmmend,
end, as rcinted cut in the rrevicus sectif'n, there is reascn tc

believe that the preductivity of_fertiliseré is lcwer than expecte?,
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It is'alsr t- be nrted thet a big part of the incrrase® prrAucticn
reential 48 cn accrunt cf incroased fertiliser applicatirn, (fer
instence accerding tc cur calculaticns in Teble ahcut half the
additignel feclpreing petential attributeble to yield inér(-‘ase'in ‘
the fifties an? heerly twe thirds in the sixties, were Aue to
fertilisers). ’Under the circumstances cne cught tc he ::c-ncemed

&t leash o5 much with ideutifying an? remedying the causes of the
gab hetween the pctential and actual levels of fertiliser use , 88
with accelerating investment in irrigation, We have indicated
scme of the reastns in Section 2, but the& are no mere then suggestifed
L great. deal -more work is urgently needed in arder tc get a better §
prounded understanding of this prchlem,

Inplications_of Agricultursl Shortfall
3,7 While nc definite predicticn cof the future_rrte of agricultursl
grewth is possibie, it wouldd be ﬁseﬁxi tc examine the implicaticns

cf the fcllowing to realise the crep cutrut ta.rge‘l".s set, e.g., in‘the
revised vyoreion cf the Fifth Plan, 'Sﬁppcse that agricultural prod
Huct.ic.n increases nt"faster then 3 per cent » year, a r~te which is
actually scmowhet above averape of the last15 years. . If nevertheless
the cversll grcwth rate téreets are tc be rorlised, . it .would be
necessary tc achieve a higher rete cf exrensicrt in mamufacturing
industry (eround 9 percent » year) then currently visuleised (arcund
7.5% a year)l{ Whether pr. not, this cnﬁ-b( érnefis in port o functicon
of the ability to'muster the orpanisaticnel capacity and perscnnel on
the requisite scéle, ‘Cansifering th-t even the atteinment cf.the
presend {(roveswl Fiili Iimn) Lai¢esd. for industry, energy and
trenspert are cc..n.’tingent on a substantisl iﬁprcvemmt in the quality
cf plaming, constructicn and menagement cof projects (especially in
the public sccter), any ettempt to ccmfehsate‘ for slow agricultural
grewtlh with faster inﬁustrial expensicn mey well be frustrated by
crganisaticnal constraints.

S —

1/ On the gesumption thet (2) the rates cf prowth of gross output and
"7 value aided are the ssme in egriculture en? (b) the elasticity of”
tertiary secter cutput relative tc total remains as prejected by
the Plan, In pcint of fect, as the impcrtence of rurchased input
te output is grcwing in agriculture, value a’ded in the scctor
is likely tc grow glewer than gross cutrut., Tc this extent the
celculation un’arstates the degree of ncceleraticn in industry
required tc medntain overell grcwth targets.



38

3,8 Assume for » mement thrt the constroints on the suprly side
cen be overcome, In this event, the sltersticn of relstive seotowal

growth rates would upset the internal balance of the eeconomy. Specie
fically, the ocutput of apricultursl profucts will fall substentially
short of domestic demand while theat of mamufactures will exceed
internsl requirements, On o rough estimate, if the Plan targets

of porulation and reel income growth are mef, and agriculturcl
prodﬁction gros by only 3 per cent a yesr over the next 15 years, the
total agricultural prcduction will be adequate tc meet only 80 per’
cent of Jomestic demend in 19688-89, the absclute value of the Aeficit

‘being close to #10 billicn at 1973-74 prices.’ll

3.9 In theory, this deficit coul? be obsorbed without inflation

an? without adversely affecting the consumption of the rocr, through

a system of public procurement' and distribution involving a significent
degree of implicit texeticn of rroducers and/or subsidies to corsumers,
But when one considers the resistance tc rublic procurement, as well
as the difficulties and finencial hurden invclve- in running an
effective public distributicn system of a far more moiest scoveg/

this seems herdly a crediblg route to pursue.

1/ This estimate is hased on the following deta end asgunrticns:

2) populaticn aggregste real income savings and investment, srow
as projected in.the revised Fifth Plan through 1988-89;

b) Elasticity of demand for agricultural products in relstion to
rer capita privste consumpticn is 0.8; and

c¢) Gross value of crcy production in 1973-74 wos Rs.270 hillion
‘ (CSO, Naticnal fccounts Stotistics, 1960~1 to 1973-74, Diss-

apprepateﬂ Tables),

/ Lecording to the Dr~ft version of the Plan, renl GDP wes tc he’
aprroximately dcubled between 1973-7., an? 1985-76 Over the
seme perlod, nen-foced imrorts were "lso rrejectef’ to hg doubleAr,
(See, GOI, Planning Commission, Draft Fifth Five Year Plan,
19’74;-79, Ch 1) Mrrlying to, mvliclt unit elastlclty of imrorts
relative to GDP to the pro‘]ecte'i growth in the revised rlan,
which wculd Aouhle the GDP between 1973-74 and 1988-89; and teking
total non-food imperts in 1973-74 at Bs,31 billion, total non-foed
imports in 1988-89, works cut tc R«.65 hillicn,
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The Export Corstraints 11 53'2

3.10. The cnly way in which rrices of for? an? cther
~essential commedities cen 1':>e _ke_"._t,.étahl.e under th ge c(~nr?itibyxs
woul? be "thrdﬁe‘ﬁ imfor’t’s. The mernitude of a"r'!ition'ﬂl im'ocrts
required can be ju"e‘ed hy nctine that, while the totel non-fnrd
,'import recquirements in 1989-90 congistent with rov:LSer’ Fll‘th FPlen
wculd prohably be of t}}g order of $6-7 hllllcns "tho nf’d:,tlonal
imprerts to ﬂully bric:itze the deficit in agriciltural surr lies glone
will be $0.10 billirn. -The a”ditiocnal import requirements nay..be
even larger if" the acceleration of industry is in Sectrrs which
uses imported raw moterdials sn? equirment.

3,11 In order tc meet this without reccurse tc foreien: sid

(which in eny case is unlikely t’o'be': evailahle "orll._ this scole),

The rate of 'exrort Frowth will need to be much h;phef than -corrently

projected (’7-8 Per. cent a yeer), ind p-iveri the limited score for

:lncreasing tradltlonal agre hased axrcrts, rractically all the

increase will have tc. come from the non—tmdltlrnal items like-

fishery rroﬁucts ».even handicrafts, and mnnufactures hrsed cn non-

agricultural rew materlals. These cetersories reed to rrow by 12- 13

per cent a year, in rn‘er té rergch 7-2 per cert aversge a.nmal

increase in apprep'ﬂte exports visunlwcﬂ in the lcnﬁ-tem proiecticno

of the'Fifth Plan, They will need to grew faster (18 per cent

a year)A in.order t~ ﬂiair;tain' the .ov_a_rall ‘arowth cf r<al income and

& vishle balance of Myment , in the face ‘of # shartfell in n.éjri-

cultgral provth .. |
Susteined anmial increase cf .15 per cént and mere in acgreprte

exrort is not unknown among developing countries, Moreover India,

1/ According tc-the Draft Fifth Plan rrojecticntotal exvorts rre

to rise from an estimated $2.6 billicn in 1973-74 to #6.1. millicn

by 1985-86; cver the same period, the earnings fren non~-traditional
exrorts defineﬂ as ~bove r~re projectef‘ to rise from #0.8 Million to
$3.3 pillion, Extrapolrted this wrul? bhring the level tc #4.6 billion

by 1988-89 (If the entire deficit of agricultiwral rroducts (#10 hillion)

were to be.imrorte?, the ncn-traditional exyorts weuld need tc be

$15 billicn, Since there are limits to increasing suprlies of

fishery rroducts cnd ores beyond levels already agsumed, most if not
ell, the extre exrorts will have to be in the ferm cf mnnufactures.
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i‘b ig often rointe? cut, is still ofiétaef the minor tradine nrticns

of the werld aceccunting for barely half n percent of worl? exrcrts
in 1974, With its large an? Aiversified industrial hase an? the
emerrence of large rotential markets in the middle erst, it woul?
seem th-t if onmly India were determined snd fcllowed the "rircht"
rolicies, it can schieve quite high rates of axrort growth, Such
frer_lcral _argument‘é are however of little use .in juieing whether am
un(.ie.r what conditions seceleraticn in exrort gréwth of the msenitule
indicated is femaible cr likely. |

3.13 Sustained. erowth of mﬂnufr‘cture exrorts - nt these high
levels cronct. be ~chieved unless the mejor potentinl rxvv‘rt inmustries
nte clenrly identified end ndequate rescurces ~re ocmmittesl to
exp';andim; the carseity cn o scele which fully meets anticirated
Adcmestic demand sand generates sizeshle of exports, Alsc since the
rrojected frowth of m"nufnc‘lmred exports is frster thnn that of
domestic mamifacturing outmt the rattern of- ext ort “eman? will
heceme rrogressively more :Lm_\ortant in shoping the rottern of
industriel investments en? pzjodqctic:ri., .But a8 of ncw, i“ess on
whnt the approprinte pﬁttem. of exrorts sheul” re (t:_akinp into
account t'.he emerging pattern o warld Jemand, the palicies of major
imperting countries, «s well as India's technologicai ar’gj‘.‘fnci:or :
enicwments), remain quite 1ll-2efinel. £And there is hardly ~ny

ccnscicus rlamnine for exrension of exrort caracity,

3,14 Deteiled long term rlemning of exrort e~r-oities mry not he
feasitle bhecruse of the many uncerteaints a‘rw(_ujb,__mture'- oY hécause

'n sifnificant pert of rotenticl exyerta f-11s within the ambit

of .the private 'sectc_r; lecording té Bonventicnal w:.tsr?zjm,'the ‘fceus
of rolicy 'undei‘ithr- se ccndi_{:ibﬁs, "shaul? *e cn rrovidins olequote
incentives (though aprronrinte exehange rte end suhsidy pclicies),
o' huilding the necessary instituticonal infre-strusture to stiml-te
exr orts, On closer exrmnaticn, ‘hewever, it 4s arrerent thet the

rrofitahility of exrcrts demn s cna Prent Aeal more than exchange
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rates and subsidies. The rate of pro‘uctivity increasee in exrort
industries, the extent to which th-se gnins are shared with lahcur
and thé behnviour of tte gewerallprice level are »1l relevent,

3.15 The success cf some ccuntries on the exrort froent, in the faee
of'ccnsiﬂeréhle ﬂomestic-inflnticn, is not whelly exrlained hy fheir
cexchnnge rete rolicies ~lene. Fquelly imrortant is the ~bility of
their governments,tc tteulste the expcrt inéustnies‘TrOm:ﬂomestic
inflationary pressures by rassins on the hurnt of it to the domestic
consumers either thcugh'n tax/subsidy mechonism, or though on anility
to contain'wane increases well helow the rate of rrice inflation

and productivity incressc., Exactly how this has been acecmplisheA
in the countries with a excertional rec&rﬂs of exrort growth remains
tc written.

3.16 *t a more hagic level the attninment of very high rrtes o
export expansicn in a werld of hirhly cempetitive ant uncertain,
markets, implies an aggressive secréh for new external markets,
imrlies an ageressive search for new external markets an a high
degree of resilence on the part of domestic enterrrises in sdcpting
their production and mnrketing strategies to chsnging conditions,
A.felative new comer to the world merket in mahufactures, like India,
has the further prohlem estehlishing mnrketing chrnnels: Other
countries seem to have dcne this, st ~my rate in the intial stages,
by p;Cducing_largely en centract frr multi-nrticnal corperation

and other privat firms from “evelcred countries the latter rroviden
heth kncw-hew en? recdy eccess tc estohlished marketing cutlets,
3.17 ~Altcgether, o shift in stroteegy which seeks tc¢ comrensate
for slow agricultursl growth by mekine the eccnomy coﬁsciously more
exportmorientéd,'hns far rerching imrlications for the patterns of
production, organisaticn, anc eccnomic mansgement within the country
and in its external postdres as well. Such chanfes touch issues
vhich camct, ~t nny rate ~re nct, Aecised rurely cn econemic
calculaticns, An? when the econcmic enlculrticn itself is not in a
poéitionlto convineinely demcnstrrte in ~dvance that the gnins will
be dramntic and reasonshly nssured, its nbility tc rersuse mnjor

shifts of rolicy is not likely tc¢ he significant,
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Resource Mobilisation

3.18 A shortfall in apricultural greuth
imrlyine as 4t does that bcth ageregste cutrut en? the su  ly

of <cr-nspmptifn grof’s are suiallex;' than piannerf, grertly aggrevaate.
the alresdy Aifficult rrevlem of rescurce metiliseticn, With
egeregate cutrut belew targets, the mohiliSatic'n of real snvings
cn the scnle requited tc finence the original. investment proeremme
without risking inflaticn calls for even higher marginel savings
rates than plenned, At the same time, the seller supply of
consumer g-ods creates an inflsticnary pctential, adds tc:the cost
of g*overnment creraticns, and makes it the mere Aifficult, '
pchtlca.lly, to raise taxes cr adjust pricesd rublic enterr rise,
rrciucts, The tendency, under these c:.rcumstances, tc rescrt to

deficit financing only mekes matters worse,

2,19 ~ Financial -stringency and inflation do result in a rruning
cf the rerl investment prcogremme, But this o justment is made not
on'the basis of a ccherent revisicn of therlan as a whcle, hut 'in
a hephazard an? a’hee fashicn depending in pert on the raniom Aclays
in"lc"zl‘er:ar,ing and imrlementing rrcjects and scmetimes hy such
a'r‘:--i'trnry Aevices as across-the borrd cute in allccetirns, The
revisicn of the cverall plan persnective hoth interms of ‘verall
does. indeed take place
growth rate gng of the compositicn cf ocutrut and 1nvec=tment , /Mcuever,
this rrccess has been tc be toc infrequent, amd the gars between
tarpets ani reslisatirn tcc persistent, to correct disterticns in

the investment pattern,

Once adtorterd, the five.year investment allccaticrnsunder
the rublic sectcr rlan serve as the hasis fcr the oper tings
ministries and departments tc rropramme their:activities, Many cf
these activities have tc be rlann’ef] several yeers sHerd and cannct
be switched on rr off at .é_ﬁor{: nctiee without heavy cost, And in
many cdses faéilitieé have to he exran‘ed in relaticn to ccrtain
expected leng-term demand prewth, If the latt-r should fail tc
materialise, imhlances between oeracity and deman? emerpe Tesulting in idle

caracity in s(me sepments and shertages in other,
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3.21 .  Another scurcéiof Hetortion is the tendency-to stert too
many projects ang thereby te "sr\read the rescurces thinly over a
wide comrass, The 1nc1us:.cn cf a preject in the original five
year rlen has ten"er‘ te te viewed as a comltment frcm which it
i pollt:.cally difficult to with?raw,. : There are strong Fressures

start as meny of the Tre J"Cts 1nc1uded in'he five year rlan as
Tresi rle, even when uh.- onereing trnnﬂs in the Pconf*my warrant
(fer lack. of deman’ or for lack of f:mance) scme” of them heirg -
posbponed or Aropred, With the real resources availakle bei ng by
mch smalle? than rngmally ’é&cpecteﬂ an? the ccsts of prcjects
(qurbe arart from 1nf1ation) unr‘er-estlmated this means spre Aing
_ava:L'Lahle resources on far too many prcjects, thereby delayine the
cr mrleti(,n of all, While no precise quantificsticn -is rossible,
the swelline' pipe-line of ‘unfinished rrcjects may he ¢ne foctor
explainin- the sharp rise in the overall carital artput ratio
observed during the last 2 decedes. - Te the extent s more
'real-ist}-c'_ tazjfpf '_reduc'eé the 'score fer such distorticns, it
should alsc: improve the reslised rrc-f‘uétivit;y cf investment as
mea.su‘rhd!*y 'l',he‘ICOR) ‘The’ overall ICOR mgy alsc be hreught Acun
by the chanre in thé bciﬁpbsitidh of. investments asscciate’ with lower
grcwth rate_a:l

The Prcoklem of Poverty

3.22 ﬂtogéther} the appar_ehtly severc constraints on the
exrangion of agriculturel cqﬁfut and on stepping-up the prowth of
eJ;* ts beyond levels curreﬁfly assumed, woul’' seem tc arpue for
a lﬁwer'in# of* the overall growud Ltergets in the interests of price
S‘bab:.lity end of mlnlmlsmg wasteful dlstortlr ne, Would this net
slew down the tace - of diVer51flcaticn and, the rate of new emplcyment
creetion, therehy meking the rrosrects of sclving rrr'hlem of ohject
'\overby recede further 1nto future? However, this is nrt a
mean.mz'ful ‘questi rn ‘The relevant crmperisen is n-t hetween what
_can_ be done fer the poor with hypotheticelly high snd low grrwth Tates,
but hétween ‘what, is_he'_.ing' accemrlished now and what can be Aone with
arprorriate policies given the ,fatct of a metest cverall growth.
. Viewed frem this angle ‘ohe rrchlem talks n & sr-mewhat Adifferent ccempeldicn,

1{ The Aemand fé¢r larpely cerilrl intensive goods en? serives (1ike
metals, ccnstructicn materials, enersy an’ transrort are te an
1mportant degree Aetermine? by the rate cf growth  investment,
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3.23  .Recogniticn cf severe ecnstraints cn the realisatirn cf evn
the medest prowth targets ¢f the Revised Fifth Plen, implies that

if the sttrinment of minimum inecme chjeetives is t° he rursue?
sericusly, r-distributive measures which ene-le th-~ inecmes of

the rcer tc rise at a hipher rate than average must be given

oro~ter weight in roliey, Programmes tc hely the poor imrrove

treir inecme and welfore arn of sevoral Aifferent tyres, Ceilinss
cn land -wmershir, rrcteeticn of tenaney rights an? other elerents
of 1and refcrm aim at giving mere land teothe mmall eultiveter,

srme 1land t- leniless, an? a higher share <f the rre-uce tc the
tenants, All measwres which lead tc the redistri™uticrn «f lan?

in ferms of the mereinal frrmers an? thelnndless hove s streng
em-lcyment aspeet in thet it creates crportunity for nelf mployment,
Stimuleticn of small seale enterryise (through a comhinat1rn cf

[re tection and rositive messuros to irerecase thoir Oomretﬂ;ivo )

con acity vis-s-vis lrrpe enterrrises) an’ the attemrts t evclve
errrepriete technel: ry are desipned tc ereste lnﬂrg'er emrlcyment fopr
a gven level of cutrut, and slsc achieve a wider statial Aier-reicn
of renefitsy A third ecatepery crnsiéts f such ryrperammes as "minimum
needs", rural public werks, “rousht-rrcne area rrogremmes, - rogrammes
for tribal sreas an? schedulor castes, all of which nm exrlicitly
frecussed on imrreving the welfrre skills and rrcduptivity of srecifie,

well;i""entifieﬂ , segments c¢f the roor,

3.24 Reistribution measures opcrntmp threurch lan® r fom, ci+ilines
v urhan inccmes and rroyperty an? simil-r cther messures, e wever

Yegiretle they mey he, ore unlikely tc make much headway unier the
rresent ern?iticns, All these refcrms have a direet adverse effret
cn the eccncmic status of the clnsges which are in ecntrel of the
instruments of rower; and the ronr simply are nct cresnigsed tc press
their elaim -in.any effective menner., Less direct and drastie measures
emphas’sing redistributirn thfnuﬁh the fiseal mecherism sn? thrrush
rregrammes which helyp incresse rreductivity am! enrlcyment of the
reor are widely believe? t+ he a mrre rrcmising answer, While this
ccurcse is alsc heset with many rrchlémd, nct the least of which ie
that ‘it invclves nccertance of "sacrilices" cn the prrt ~f the
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well-tc-dc, it is,arpuable thet the only course opén  is tc

rush along this rcad es far as possirle, . The focus of such
Trcframmes has-té-he rrimarily if nct ixelusively increasing the
ahbscrpticn of lahour in apriculture..an relate” increase in
théﬁsdale and improve the effectiveness of tle thir? category of

r¥r;remmes mentioned ahcve,

3.25 Scale of Anti-Poverty Programmes:; The scale of enti-poverty
“r“Frahmés déﬁenﬂs on the scale on which rescurces, hrth finencial
‘and-real, which can he MObillseF And‘aince ‘the ‘whele reint of
the rrorramme: 1s te redistrihute real inccmes in favour of the
roer,. it 15 1mper&t1ve that the resources are mobilised mcstly frem
the rlchor segments of the ro"ulatiﬂn It is- possible thet a
trimming « “f the overall QTOwth targets more .in line ‘with the
poss1b111t;es of expandlngnagrlcultural rrcductlon and ‘exrrrts,

mi ght impreve the efficiency «f investment and therebf rclease

mere resources {rr antl-rcverty programmes even at current levsls
of res: urco mohillsatlon - But 1t weuld be prudent not te overestimate
the extent of additional. fbsources o this acccint, Aqy sizearle
incresse in the scalevrf anti—pOVerty rregrammes, wwthcut risking
inflatiern, Wlll have t¢ beplanned on thetasis of a more intensive
effort tc raise rascurces frem the well-to-dc sesments of the

rorulati-n,

3.26 The generdl nature of the measures neede’ for this purrose

are sufgbiently‘weli known, ig the first Tlace there.is roem for

improvement in-the tex system, and partioularly the Airect tax system.

Efféctlve taxatien of agrlcuTtural incrmes pnﬂlnoreaSlng the efficiency
of 1nccme taxatlon (by eliminating the Inmmers- le an? crmrlcx

exemrtlcns, changlng the unlt cf taxatl'n ‘a‘justing therste structure,

and stlffbning r!naltles fer eva51(n) have an; esr901ally 1mrortqnt

rcle beth for r9131ny lonhger rescurces an? frr ensuring preater
ffectlve progressirn in the 1n01den0L of the tax burden. ‘Secenly

there is need pnd scope for a th(rcuph review cf the quantun cf im-licit
ana éX“llclt subgidies given ﬁhrrugh the Jrudiets ‘and thecreraticn

cf puhlyclenterrrlses, a8 W61l as the distributicn of the rena fits

frem these suhsidies as between “ifferent classes. If, as wilely
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3.28 Efectivenes:of Anmti poverty programmes There is also mwch

room for 1mprovement in the effectiveness of ant:.-poverby programmes,
The variety of programmes eurrently in operation is justified in

so far it reflects an attempt at discriminating between the needs

of different classes of the poor. The emphesis is, and rightly,

on using these progremmes to build productive assets as the basis
for a lasting incresse in employment opportunities and incomes:i~

in rurel areas rather than eimply as e vehicle for somehow providing
jobs to the poor, Judging by the experiemece of other Asian countries
notebly China and Japan, there seems to be vast score for increasing
the amount of labour in Indian agrieulture 14 Properly designed
progremmes, both in terms of type of works ‘end 1if their goographieal
distribution eould make a signifieent impact in raising the employment
and income levels of the poor regions and the poor elasses,

However, in zetusl fact, these programmes have a large overlap

with the normal developmemt aetivities and, where such overlap exists,
the arrangements for coordinat{iom are less th-n ndequate. Iden1ly,
such a coordination should be besed om an overall progrnmme for
aefrlcultu:g'al qnd mro; develoment.”of the selected aress, prepered
after a systematic study of the potentirls and constraints specifie:
t0 each area, Though the meed _for such area plens has been long
reoognised and repeatedly emphasisef’ »- 1ittle in faot has been
tohieved, Further the choice of areas for anti-poverty programmes
are not always derived from an objective 'detemination of the
intensity of poverty, unemployment ond future produetion potenti-ls.
Axid_, in »n e:tfi"ért to placate as many eonstituents as poesible,. the
-anti-pbverby programmes tend to be spread widely among-regions snd .
projects théreby diluting their of feetivenoss.

3.29, As a first step townrds rationalisrtion of the nntl-pov*xrty
progragmes, it 'would be desirable to ‘group the rumercus schemes

which oualify for inelusion into the following three bre~d countries
according to the type of activ:.tlea and the group of reople which
form then- foous, (1)'!!\9 Mminimum needs" programme, which as
conoe:wnd by the Flfth Plen, seeks t0O ensure that aJJ. parts of the
countyy and nll seetors of aoﬁi.ety will have, within specified
period, a certpin mi.nlmum standard of edueation and health
faclllties, drinking water eupp]y, gecess to reads, and
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suspected, a Aispreperticnate share of these subsidies benefit

the relatively well-to~do, a reccnsideratiern of the princirles

and pclicies poverning them will h'e ve!y.much in order, The

ob Jectlve shculd he tc ensure that the extent of henefits to the:
bettter-onf sements is reduced as mich as pcssi*le or, at a
ninimum, that the extent of such suhsi’ies an? ‘chelr rereficirries
are expllcl,tly 1den_'t1f1_qd. The third area of: actlc»n,.anﬂ cne which
te some extent folich;frcm the secrnd, relates tc the pricine of
public enterrrise prcﬂﬁcts. The chject is ¢f course tc ensure that
rubllc sector inyestments generate a reas'nable rate of return,
Imrrovements in operati nal efflciency hy recucing censtructicn
1age achiev:an‘ and maintaining a hich level <f caracity use, and
m1n*mlslnp feather-'neddlng ete - are clearly essentlal As the same
time it is alsc immrtant to rati nelise the Y‘I'lClnE r.olicies rf
these enterprises and provide su fficient flexibility to permlt
them' t- he adapted. in the light cf changing cost end market
cu;ditirns This has far reachl“'P 1mplica1;1vns fcr themanner in
whlch po.hlic sector units are orsranined ‘and manage’, AS menticned
earlier, the implementati n cf these refcrms will adversely ~{fact
the interests .cf the well-to-de, and it would sakl far-a great deal of

sollective- foreaight to forge 1 ; . :
resistance. © forge necessary politicel will to overcome the

,.2’ Any significant redistributirn cf inccmes in the ahove faghien
will r sult 1n shifts in the ‘rettern ef ccnsumer Aemand, 4 shift
tcwards arre eoualltarla.n incrme Aigtributicn, ' will mean an
increase in the requirements of relatliwly- essential commodities

(113'{& fccdpreins) at'tha éxrénsé of the less eésmti.'al items

(1ike ariml ~reducts, fruit, and clothing and of ccurse duratles).
léﬁt §o leng as fiscel yrlicy is effective in restraining the cverall
c@-t;atﬁnrﬁi?‘n in crease, vgith'in the 1imit set hy the aveilahble surrlies
of agricultural ccnrmnrriifies, fhe rrchlem is simply cne cf chering
the rroduct mix within a givehfotal; an? this change can he sccrm-
rlished, in rrincirle, Fy apfropriate 'a"Justménts in relative rrices,
But since markets are n-t perfect, adiustments 4n relstive rrice
changes may n't he a’equate ard the State mey- have tr intervene

with, a p,ublic distributicn system to make the necessery surrlies
zvailarle at reas nable.prices,
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such cther cwenities, The activities will imrreve the peneral
welfare of the rorulaticn, and strenp-then the sceial infrastructure,
but their effects cn preduoticn are neither imme’iste ncr "n‘ect
{2) Prcgrammes of the arca develcrment tyre froussingrrimerily om
distriets cr taluke w1th a thh 1ncidence cf roverty whether fue to
B very lcw level cf avcrepe per carita ~al incrmes cr Aue t-. their
meldistributicn, The freus of effort in thesc area, which shculd be
ressifle te identify on & feirly chjective hasis, cught tc ke on
preraring ‘and 1mrlem9n+inp rre Jectq forirercasing the rreduetion
rrtentlpl ri‘efern‘ ly on the T*ams +f ar irterrated leng-term
devel. (rment Once this is dene, all rrcjects in the area coul” te
Fr ught under a sivsle re'girn.' (3) Prergremmes aime” at imrroving
rreductivity and inccme f rerticular greups (f pocr like, e,f.,
small farmers, niarginal farmers and rural artisans, Sinée these
cotegrries are sppead all cver, including the relnfively better-cff
arzes, they will necessa®ily have a much mcre di#fuse! gen;;rarhiéal
focus,

3.30 » seecnd ster wculd be set apart a eerthir porfifon of the
ruhlic secter rlan funds .ekrlicitly fcr these th’rée eateprries of
Antizrcverty re gram{es, rerhers piving a much gweeter rricrity for
categrries (1) and (2), (Sueh en ider was in fact a'%cested in
the errly stares «f the "iscussicn cf the Fifth Flen in resrect cf
the minimum needs prcogremme Mut did not make much headwey),
Whether and in whnat manncr fun'ine ®f such rregwemmes enn he Aenc
within the crntext ¢(f the fefernl Struectuye and the existing
cn:-riventif;m r-rvérnin_rr Centre-State finencisl rn'.l.ati( ns, are questicns
which need further ennsidersti-n, OQuite clerrly, sinee mest cf tho
rregranmes fall within the srhore cf the Strte Government the
latter will have t: re rersuaded tr the iden ¢f a separate minimum
neceds and ﬁackwa!ﬁ areas rrceranmme, funding them serarately, and? of
eciding the' s‘el'ectn‘-'n cf.the areas and prcjects on an chiectivé hagis,

3.3 Le The seeertanece cf anti-pcverty rrcprammes as a Sserarnte
end high rnrnty ac+1Vity, ahould intwcduee fFreatey tuwrcsiveness
en? r‘*gect1v1ty in the use ~f rutlie rascurees trwards this ecal,
Its succesg hcwever, requires e high degree of decentralisatirn of
actual rlanning and imrlementaticr sc that the selectirn cf
rrcjects as well as the design of r-rgnﬁieaticns fcr rlamming and
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imrlementaticn cne adepted tc lccal ‘conditicns., Fffective
decentralisaticn is thus the thir® important requirement. This
dces n't mean only autoncmy in srending, cr even of strengthening
the administraticn undérpinning  fcr the prepgramme; it is just as
impcrbenf tc have effective rerresentative lccal instituticns which
can particirate(anﬂ ma.n s activgt_gowi‘th a sense cf stake an?
inv*lvement, rather than Berve?ng mere 1o‘hb1es fer larp'er essistancefron
Hig‘ler " levsls of rcvernment or as apents fcr dls‘\ursmg' such
assmtance 8s.is received, The acid test of this weuld e in the
wz.llinp'ness and ebility -f thelocal inst tuticns tc raise at

leest a rart of the cost cf the Aevelcrment rrojects from within its
commnity.

3.32  The ahility tc build effective lrcal institutirns is of
central implorbanc;e for the success of nct only anti-rcverty
rrc.prammés‘ but ~f fural develorment gencrally, In rart, this is
a matter of p,ettin.g reorle te accert the tw1n rrincirles thet the
benoficiéries -cf Zieviéloment werk share at lerst a rart f tha.
cests cf such wo:ks anﬂ that the J,ettnr-off hencficiaries shculs
ray mrre. But the rc:Le of 1ns+iwt1ons gres for heyend this. As
reinted cut ih the: dn.saussun cf agriculture, the effective .
explcitatien & the pctentials fcr :mreas:.mr yield may requirve
rlanning cf land use rattern’and laycut of irrigatinr sytems en”
crerrine pattern hy village and grcups of villages., An? cnce
de‘velc;peﬁ there is alsr the rrchlem of ensuring thet s'm~ inruts
like water are s~ allccated aniused as to maximise cverall cutrut
This is an ertremely ﬂlfficult an?. ecmplex rrnhle-m, hut . cne which
Aerends mﬂnmtlve, ar’ yet viable scluticns if amcultural
r‘evelfpment ‘penerally’ and anti-poverty programme, in rartlcular-,. ere to
achive ‘desu\ed results,

A cos
I

115382



To sum up, i* js the contenticon of thic «aper that {a) The
posaibiXtties of accelerrting cv-rall growth, even to the dég're""
visualised in the lovg tern %roiections given ir +the revised Pifth
Plen, are doubtful eésentiaWIy ~enguse of the severe ccrstraint on
the poseibility cf ste: ping ur the growth of agriculrure and exrort ;
(b) -Thee cengtrairts om sgricvlture ar~ ir part technological and
in leree rart institutiﬁnaT; while in the case of exports the
ramificaticr cf a siernificently mor- out-werd oriented rrowth may
ivvolve chenges in many fﬁpnamental trrts, ivclu’ing pelititsl, eof
current develermer® policy. (¢) To @ertinue committing investment
profprammes (beth the 1 vel and the cormosition) without regerd to the

ahove constralnts, exrose the economy to risks of inflation &and
wrsteful use of limited investible resources, '(d) With a modest
growth, it is inevitrhle thst redis tributlvr messures should prlay a mueh
bigger role in efforts tc imrmrove the ecnditions of the poer, the

so hecaus with slew eroﬁth the nrobebiiity of the noor getting
jobs’ and mairtaining the resl wege level is greatly reduced, (e)
A larger anti-rneverty rrcgramme, consistirg essentiall, of emrloymenmt
gendratinp growth infrestructursl and rroductive agricltural rrojects
eoncentrated in the oot ares, 1s rossihble hrovuﬁed that the fisecal
e g .L is and eff=ciiwvly to cor+aln thp/conoumpt1on of the rich.
There is also much scove for ircrengirg the impact cf such preogrammes
by grester care in Selecting arcas and in plerning end implementetion
of the -rojects. (f) Both with anti-poverty ard agriculturel
rrosrémmés, the develorment .of viahle and responsible locel instituticns

is criticel t  success.

This is by no mesns an exhsustive trestment of-the verious

facets of India's development rroblem. It is easy to list menmy other

, e'spects which are imrortent but which hmve not been touched upon: g,p.,
.‘$\wtorg9“18atlon of the public scctor, urban rroblem, thc appar~tus for

AN .’ reglating tte privats sector; the chaotic state of the rrieing amd
yf&lm f distribution system, regional heilgance ete, etc, However the intentiop

' was not to be exhaustiwe but to focus ¢» what seemed to be fundamental
constraints or the snced with which ther prohlem af objrct mass poverty
can be tackled, There coul” he Aifferent opinions on whether what
havebeen identified as furnfementel constreirts =re in fact sc, The
judgements regarding the frcterunderliyingsthe censtraints, an® the
mean by which and the speed with which,they can be cvercome cen alse

be subject of Asbate., After 211 the rurnesec of thig rarer was
start a debate .
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