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I N T R O D U C T I O N

An essential feature of planning in India is its democratic 
character. W hile experts have necessarily an im portant part 
to play in the formulation of our Plans, a democratic plan 
cannot be merely an exercise by experts. T h e  people have to 
take an active part both in the form ulation and in the imple
m entation of the Plan. T his is the essence of democratic plan
ning, and in so far as it gives everyone a sense of participation, 
it helps to make our Plan a people’s plan in the truest sense 
of the term.

T he Draft O utline of the T h ird  Five Year Plan has been 
published several months ahead of the publication of the Final 
Plan prim arily w ith  a  view to giving the people, experts and 
laymen alike, an opportunity to examine it carefully and give 
the Planning Commission the benefit of their constructive sug
gestions. I t  is a heartening feature that the people are taking 
very keen interest all over the country in discussing the various 
issues raised in  the Draft Outline.

T h e  ‘Yojana’ took an early opportunity  to organise a Sympo
sium on the D raft Outline. Well-known public men, adminis
trators and economists have contributed valuable articles on  
different aspects of the Plan and have given their constructive 
criticisms. I t was felt that these articles have a permanent 
value and deserve to be made available to a larger circle of 
readers than the patrons of the ‘Yojana’. These articles are, 
therefore, being published in book form in the hope that it 
will help further to stimulate interest in  the problems of plan
ning and provide useful guide-lines to all those who wish to  ̂
participate actively in  this great national endeavour.

G. L. NANDA

Deputy Chairman 
The Planning Commissioft



‘‘Problems in the T h ird  P lan—A Critical Miscellany” consists 
mainly of articles reproduced from the T h ird  P lan Special N um ber 
brought out by Tojana soon after the D raft O utline was released. 
In  order to provide a fuller perspective and enable an objective dis
cussion, the volume also reprints the first and th ird  chapters of the 
D raft O utline and includes the speeches made by the Prime M inister 
an d  the Minister for Planning during the Parliam entary debate on 
the D raft Outline.
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Approach and Perspective

I
SOCIAL OBJECTIVES IN  PLA N N IN G

OVER the past decade, through the Five Year Plans, Ind ia has endea
voured to harness natural resources and the energies of the people 
to the tasks of national development. From the beginning, it 

has been stressed that the objective of planned development is not only 
to increase production and attain  higher levels of living, bu t also to 
secure a social and economic order based on the values of freedom and 
democracy in which “justice, social, economic and political, shall in io im  
all the institutions of the national life”. I t  is the primary aim of the 
Plans to provide the basic necessities to all persons w ithin the community 
and at the same time, to emphasise the place of hum an values in  economic 
and  social development. Long before independence these purposes were 
expressed through the movement for national freedom and guided the 
thinking of those who urged the need for planned development.

In  December 1954, Parliam ent declared that the broad objective of 
economic policy should be to achieve the “socialist pattern  of society”. 
Accordingly, the basic criterion in determ ining social policies and the 
lines of economic advance should be, no t private profit or the interests of a 
few, but the good of the community as a whole. T he existing social and 
economic institutions have, therefore, to be Judged in  relation to their 
ro le  in national development. T o  the extent they do not fulfil the 
social purposes in  view, they have to  be transform ed or replaced. In  
reconstructing social and economic institutions, a large responsibility 
rests with the State on behalf of the entire community. T h e  State has 
to plan its own investments and to  influence and regulate economic 
activity within the private sector so as to ensure the co-ordinated develop
m ent of all the available resources. T hrough  the policies it pursues, it 
has to safeguard the interests of the weaker sections of the community 
an d  enable them as speedily as possible to come up  to the level of the 
rest. A socialist pattern  of society has to be based on increased produc
tion  realised through the use of m odern science and technology and on 
equitable distribution of income and wealth. T he problems of produc
tion  cannot be viewed in isolation from wider social considerations, for the 
m anner in which productive activity is organised itself determines to an 
ex ten t the relative distribution of incomes and the benefits reaching diffe
re n t sections of the community. Programmes of investment under public 
ownership or control, whether these relate to economic and social over
heads or to the development of agriculture and industry, are therefore
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of crucial significance not only for their direct effects, b u t also in  dieter- 
m ining the directions of future economic and social advance.

These considerations follow from the Directive Principles in the 
Constitution and were broadly embodied in the First P lan which stated 
that the main objective of planning was to create conditions in  w hich 
living standards are reasonably high and all citizens, m en and  wom en, 
are given full and equal opportunity for growth and service. T h e  P lan , 
therefore, sought to provide for a balanced emphasis on increase in 
production and employment and the attainm ent of economic equ.ality 
and social justice. T h e  Second Plan also stressed that the p a tte rn  of 
development and the lines along which economic activity is d irected  
should be related from the start to the basic objectives which the society 
has in view. In  particular, the benefits of economic developm ent shcould 
accrue more to the relatively less privileged classes of society, and  there  
should be a progressive reduction in the concentration of incomes, 
wealth and economic power.

T h e  socialist pattern  of society envisaged in Ind ia’s plans does not 
imply that all economic initiative must rest with the State. Indeed, it 
assigns to private enterprise an im portant role in national developm ent. 
T his is based on the assumption that the private sector accepts the broad  
discipline and values implied in the national p lan and will function  in 
unison with the public sector. In  thinking of the private sector, it is 
necessary to take into consideration not only the large organised un its 
bu t also—and principally—the millions of farmers, artisans, traders and 
small industrialists who constitute the bulk of the private sector. In  any 
objective assessment private enterprise should not be equated w ith large 
units in industry and trade although, for technological and other reasons, 
such units have considerable significance in the development of the eco
nomy. T h e  socialist pattern  places special emphasis on the needs o f the 
small producers and envisages a rapidly growing co-operative sector, in 
particular, in respect of agriculture, medium and small scale industry, 
trade and distribution and many fields of social services. Co-operative 
organisations have the m erit of combining the advantages of individual 
initiative and small-scale pattern  with those of large-scale m anagem ent 
and organisation and are a vital factor both for social stability and  for 
economic growth. Along with the public sector and a private sector 
informed by a sense of social purpose, they constitute the foundation, for 
the co-operative commonwealth. All enterprise, whether G overnm ent or 
private has to meet the test of public interest in  terms of the basic eco
nomic and social goals which the country has accepted. T he public sector 
has a leading role in the development of the economy and is expected 
to grow both absolutely and relatively to the organised private sector.

In  the short run, there may sometimes be a conflict between the eco
nomic and social objectives of developmental planning. T h e  claims of 
economic and social equality and those of increased em ployment may have 
to be reconciled with the requirem ents of production. Experience of the 
working of the first two Plans suggests that on the whole the most satis
factory results are likely to be achieved by a balanced advance in  all these
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directions. W hat constitutes a balance will vary according to the needs and 
circumstances of the economy but, given the acceptance on the part of the 
comimunity of the essential values or ends to be pursued, the processes 
of democracy and freedom of choice should be capable of throwing up 
the optimum to be aimed at in  a given context.

T h e  Directive Principles of State Policy in  the Constitution have 
placed before the country the objectives of securing adequate means of 
livelihood and the right to work, to education and to public assistance in  
cases of unemployment, old age, sickness and disablement and in other 
cases of undeserved want. They have also affirmed that for realising these 
goals, the ownership and control of the m aterial resources of the country 
should be so distributed as best to subserve the common good and that 
the operation of the economic system should not result in the concentra
tion of wealth and economic power in the hands of a few. T h e  successive 
Five Year Plans which the country undertakes have to keep in view these 
basic considerations.

APPROACH AND PERSPECTIVE 3

II

FACTORS IN  LONG  TE R M  DEVELOPM ENT

Among the aspects of retarded development to which planning has to 
address itself are low levels of productivity, income and living, the h ig h ' 
proportion of the population engaged in  agriculture and the existence of 
large-scale under-employment, the dependence on more advanced coun
tries for equipm ent and technical knowledge, and inadequate rate of 
economic growth. These are deeply rooted economic and social problems 
which call for a long-range strategy for development. For a nation to 
lift itself from a state of poverty and enter upon the process of dynamic 
growth is a task that calls for a long and sustained effort. I t was for this 
reason that in the First Plan the problem  of development was visualised 
over a period of 25 or 30 years and the immediate five-year period was 
considered in this broader context.

Although for certain purposes it is convenient to divide the process 
of development into shorter spans, in  reality it forms one continuous 
whole in which the priorities and objectives for each period are linked 
w ith a larger perspective. Thus, both the First and the Second Plans were 
conceived as stages in the long-term social and economic development of 
the country. T he First Plan presented a picture of economic growth over 
the 30 years between 1950-51 and 1980-81. On certain assumptions con
cerning the rate of growth of population, the proportion of the increase 
of national income which could be ploughed back into investment at each 
stage of development, and the re tu rn  by way of additional ou tput on the 
investment undertaken, it was envisaged that the level of national income 
in 1950-51 could be doubled by 1971-72 and that of per capita income by 
1977-78. In  the light of the experience gained during the First Plan, the 
earli«r projections and assumptions were reviewed in  the Second Plan, 
w hich suggested that in  relation to 1950-51 the doubling of the national



income m ight be achieved by 1967-68 and of per capita incomie by 
1973-74. Another im portant objective to be achieved by the end  o f  the 
Fifth Plan in 1975-76 was the reduction of the proportion of the population  
dependent on agriculture from the present level of about 70 per cen t to 
about 60 per cent.

T h e  realisation of the targets envisaged in  the Second Plan projections 
will depend on two sets of factors—firstly, the ra te at which p opu la
tion grows and, secondly, the scale, pattern  and intensity of the effort 
made in each of the next three Plan periods. In  respect of population, 
there has been already a significant change since the publication o f  the 
Second Plan. A num ber of estimates of the likely growth of population  
which have been worked out on different assumptions suggest thait the 
population is likely to increase during the next 15 years at a ra te  much 
in  excess of that indicated in the Second Plan. T h e  following tab le  sets 
out the estimates of population growth prepared by the Central Statistical 
Organisation which have been accepted provisionally as a working basis 
for the preparation of the T h ird  Plan along with those given in  the 
report on the Second P la n :

(in millions)
1951 1956 1961 1966 1971 1976

Second Plan estimates 362 384 408 434 465 500
C.S.O. estimates 362 391 431 480 528 568

T h e projections of the Central Statistical Organisation, which are neces
sarily very tentative, are based on the following view of trends of birth, 
death and growth ra te s :

(per 1,000 per annum)
1951-56 1956-61 1961-66 1966-71 1971-76 

B irthrate 41-7 407 396 32-9 27-3
Death rate 25 9 21-6 18-2 13-9 12-6
Growth rate 15 8 191 214 19 0 14 7

O n these estimates, over the period 1951—76, the total increase in  popu la
tion may be of the order of 206 m illion as against 138 m illion assumed 
in  the Second Plan. Corresponding to the growth of population, it is 
estimated that the labour force, which stood at 141 m illion in I95I, will 
increase to about 222 m illion by 1976. T h e  increase in the labour force 
over the 15 years 1961—76 may be of the order of 60 m illion; of these 
m ore than two-thirds will need to be absorbed outside agriculture.

In  an economy with low levels of income and consumption, h igh  rates 
of population growth severely lim it the pace of economic development. 
T hey increase the requirem ents of consumption and the difficulty of finding 
productive employment for the growing labour force. If  the long-term 
aims concerning per capita income and the reduction in the proportion 
of population dependent on agriculture are to be realised, the effort by 
w aj of capital accumulation has to be substantially increased. T h e  pro
jections regarding b irth  rate trends set out above certainly assume wide
spread changes in  attitudes and a high degree of success in the spread of 
family planning practices. T h e  objective of stabilising the population
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has certainly to be regarded as an essential element in  a strategy of 
development.

APPROACH AND PERSPECTIVE 5

PATTERN AND PRIORITIES OF DEVELOPMENT

T h e  projections in  the Second P lan assumed that national income 
w ould increase at over 5 per cent per annum  during the next three Plan 
periods. T he principal economic objective of long-term development is 
to secure a progressive rise in the level of consumption per head. This 
rise in consumption can only be achieved through a large and continuous 
increase in production. In  other words, development has to be so planned 
and organised that the economy expands rapidly and becomes self-reliant 
and self-generating within the shortest period possible. For achieving this 
aim , the following are the essential cond itions:

(a) Rate o f Investment : As was stressed in the Second Plan, the rate
of investment as a proportion of the national income must be stepped up 
progressively. T his may be illustrated from the projections in  the Second 
P lan  which envisaged increase in  the rate of investment from about 
7 per cent of the national income by the end of the First Plan to about
11 per cent by the end of the Second Plan, about 14 per cent by the end 
of the  T h ird  Plan, and 16 and 17 per cent respectively by the end of the 
Fourth and Fifth Plans.

{b) Bask and Heavy Industries : Basic industries, such as steel, fuel
and power and machine-building, have to  be established on a large enough 
scale as a m ajor condition of rapid  economic development. W ithout this 
condition being fulfilled the requirem ent of further industrialisation will 
not be met in adequate measure from the country’s own resources, and 
self-sustained growth cannot be achieved. T his approach has far-reaching 
implications specially for a country like India, which has a large popula
tion and rich resources, bu t also a great deal of leeway to make up over a 
lelatively short period. _

(c) Agriculture : In  those sectors of development in  which a large
measure of progress can be achieved through the fuller exploitation of 
the resources available w ithin the economy, the maximum rate of deve
lopm ent physically possible should be secured. Thus, the development 
of agriculture, based on the utilisation of manpower resources of the 
countryside and the maximum use of local resources, holds a key to the 
rap id  economic development of the country. In  the present stage of 
development, production of sufficient foodgrains has the highest urgency. 
Once the capacity to produce has been created, w ithin a comparatively 
short period it can be adapted to m eet the changing needs of the com
munity. Over a period, the aims to be achieved are the development of 
a diversified and intensive system of agriculture, including anim al hus
bandry, dairying, production of meat, fish, poultry, etc.; provision of a 
balanced and adequate diet to the entire population; and the development 
of commercial crops both to meet the increasing requirem ents of industry 
and of exports.



Development of agriculture calls for extension of irrigation on a large 
scale as well as for increased production of chemical fertilisers.

In  any long-term view, the prospects of agricultural developmen t are 
intim ately connepted with the success achieved in

(i) bringing about technological changes, specially the adoption  
of scientific agricultural practices and im proved implennents 
and other equipm ent;

(ii) fuller utilisation of manpower resources in ru ra l areas a n d  the 
organisation of maximum local efforts; and

(iii) reorganisation of the rural economy along co-operative flines, 
including the provision of services, credit, m arketing, proce;ssing 
and distribution, co-operation in production and diversification 
of the occupational structure.

T hrough the community development movement and the developmemt of 
co-operatives, these goah are being pursued; the effort has to  be fuirther 
intensified.

{d) Social Services and Equality o f Opportunity; An essential asspect 
of long-term planning is that effective and speedy means should be dewised 
to raise the level of productivity for the nation as a whole. I t  is only 
thus that the general level of well-being can be effectively raised. Alt the 
base of this entire effort are the various programmes of developmemt for 
building up the country’s hum an resources, specially education and heialth, 
and programmes for raising the levels of skills and technical and  scientific 
knowledge and for scientific and technological research. W ith  thiis in 
view, it has been proposed that free and compulsory education w ill be 
provided for all children in the age group 6—11 years during  the period  
of the T h ird  Plan. T h e  next step will be to provide for universal educa
tion up  to the age of 14 years, a goal to be fulfilled during the Fourth and 
Fifth Plans.

Reference may also be made here to the program me for provitding 
m inim um  amenities in the course of the T h ird  Plan. These include 
supply of drinking water, approach roads and the village school bu ild ing  
which may serve as a community centre and provide facilities for the 
village library, and roads linking each village to the nearest m ain road  or 
railway station. T hrough these and other development programmes, 
undertaken with the support and participation of the people, the P lan  
seeks to provide basic necessities to all citizens, more especially food, supply 
of drinking water, clothing, elementary education, health  and sanitation, 
housing and, progressively also, work for all.

Investment Requirements o f the Economy : Estimates concerning
future investments are necessarily subject to a num ber of assumptions 
regarding the proportion of the current income of the com m unity which 
may be devoted to capital formation, the return  by way of additional 
ou tpu t on the investment which is undertaken, the extent of external 
assistance available and other relevant factors. Prelim inary studies u n d er
taken in the Planning Commission suggest broadly that if national income
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is to  increase from about Rs. 13,000 crore in 1960-61 (at 1958-59 prices) 
to about Rs. 17,000 crore in 1965-66, net investment of the order of 
Rs. 10,000 crore has to be undertaken during the T h ird  Plan. This may 
be compared w ith a total investment of Rs. 3,360 crore in  the First Plan 
and of Rs. 6,750 crore in the Second. Further, to raise the national 
income to about Rs. 22,000 crore by the end of the Fourth Plan and to
abou t Rs. 30,000 crore by the end of the Fifth Plan, it will be necessary to
pro’vide for a net investment of the order of Rs. 15,000 to Rs. 16,000
crore in the Fourth and Rs. 21,000 to Rs. 22,000 crore in the Fifth Plan.

Significance o f  External Resources : For growth in national income
to be  realised in  a sustained and continuous manner, an essential require
m en t is that investment should become progressively larger in relation to 
the national income. A substantial part of the investment will require 
mainly domestic resources, bu t in the short period the lack of foreign 
exchange resources restricts the rate at which the potential resources of 
the country can be turned into productive wealth and outputs of capital 
goo<ls and interm ediate goods expanded rapidly enough to reduce the 
dependence on external resources. This dcficicncy is inherent in the 
character of the economy as it has functioned thus far. W hile possibilities 
of increasing foreign exchange earnings from the traditional exports have 
to be developed to the greatest extent possible, it is nevertheless true that 
the first impact of the effort to develop the basic and heavy industries and 
m achine-building capacity is to accentuate the balance of payments pro
blem. T he problem  of replacing imports is essentially one of developing 
the necessary capacity for production w ithin the country. A developing 
economy which for its part endeavours to mobilise its own resources is 
faced with the dilem ma that a large increase may occur in the im port 
req^iirements for specialised capital equipm ent, metals, machinery etc., 
for which it may not be able to pay for a period from its own export 
earnings. T h e  need for external resources is implicit in this situation. 
Such assistance has already done a great deal to hasten Ind ia’s economic 
growth and its value can scarcely be over-estimated. It is a basic objective 
in the strategy of development to create the conditions in which the 
dependence on external assistance will disappear as early as may be possi
ble. To this end, the highest priority is to be given to industries which 
are vital to export-earning and import-saving. T here has to be special 
emphasis on policies and measures which will help in securing the sur
pluses needed from  internal production and making them available, for 
export at competitive prices. These aspects of export promotion are of 
the greatest significance for enabling the Indian economy in the course 
of the  next two Plans to secure its further advance on the strength of its 
ow n resources.

Research and Surveys : Large advances in  science and technology
which are taking place continuously dem and that programmes of deve
lopm ent in industry and allied fields should be kept under constant review. 
I t  is essential to exploit new possibilities as they arise, for instance, in the 
field of heavy chemicals, metallurgical industries, development of energy 
etc. Equally, it is essential to promote more intensive scientific research
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on the many problems which confront large and small industries ini the 
country, to speed up  the practical application of the results of research 
and devote greater attention to fundam ental research in all fields. Simall 
improvements in productivity which affect the work of millions of peirsons 
have enormous significance in terms of overall production and shiould 
therefore receive special attention in each phase of development.

Both the First and the Second Plans provided for surveys and investiga
tions of natural resources. Valuable studies have been already undertaken  
by the Central W ater and Power Commission, the Geological Surve'y of 
India, the Bureau of Mines, the Oil and N atural Gas Commission,, the 
Indian Council of Agricultural Research, State Governments and  o th er 
agencies. T he stage has been reached when as a necessary cond ition  of 
well-conceived long-term plans, a comprehensive view must be takein of 
the extent and quality of the inform ation available, the principal gaps 
which exist and the further steps needed in  relation to specific long-r;ange 
objectives concerning the development of irrigation, power, steel, coaTl, oil 
and minerals and land and forest resources and the conservation of nattural 
resources generally. In  the light of such a review, systematic progranames 
for surveys and investigations have to be drawn up and the organisattions 
concerned strengthened. An appropriate machinery for p lanning co-rordi- 
nated studies of natural resources on a continuing basis and reviewing 
the results obtained from time to time has now to be devised. T h is  may 
take the form of a committee of direction composed of the technical 
heads of the various agencies concerned with which a few leading scieratists 
are associated and which is assisted by a highly trained staff. For this pur
pose it is hoped to work out details in the near future.
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I l l

APPROACH T O  T H E  T H IR D  PLAN

In defining the objectives, priorities and targets for the T h ird  P lan , 
the determ ining considerations are the social objectives described above 
the requirem ents of the economy during the Plan period, the perspective 
of long-term development to which the Plan has to be related, and the 
actual progress achieved during the first two Plans. Over the period  of 
the First and the Second Plan, national income is expected to increase by 
about 42 per cent. T h e  T h ird  Plan aims at securing an increase of over 5 
per cent per annum  in national income, so that over the 15 years, 1951—66, 
the total increase in  national income will be of the order of 80 per cent. 
T o  achieve this, it will be necessary to step up investment from about
11 per cent of the national income at the end of the Second P lan  to 
about 14 per cent by the end of the T h ird  Plan.

A principal aim of the T h ird  Plan is to secure a m arked advance 
towards self-sustaining growth. Basically, self-sustaining growth im plies 
that savings and investment in the economy rise sufficiently to secure a 
high rate of growth of income on a continuing basis. An im portant aspect 
of this problem  is that of creating w ithin the country the capacity—



including the development of the designing and operational skills re
qu ired—to produce the capital goods and equipm ent necessary to support 
the scale of investments proposed. As already explained, it is difficult for 
an  under developed economy to create w ithin a short space of time suffi
cient export surplus to enable it to buy all the equipm ent it needs. T he 
fullest effort has to be made for increasing export earnings; this is vital 
in balancing the external account. Nevertheless, a substantial part of 
the improvement in the balance of payments has to be sought through 
increased domestic production of capital goods and equipm ent in substi
tu tion  for imports. In determ ining the scale and pattern  of investment in 
the T h ird  Plan, this objective of securing viability on external account 
w ith in  a period of 10 years or so is therefore being given high priority.

T h e  T h ird  Plan will have a large foreign exchange component, and 
this will have to be financed almost entirely from external sources. From 
now on, the pattern of investment has to be so chosen that, within the 
shortest period feasible, there should be no need to rely on special assist
ance, the inflow of capital from abroad being determ ined by normal con
ditions governing international capital movements. T his implies, firstly, 
that the country will endeavour to produce the necessary ou tput of machi
nery  and equipm ent and, secondly, that it will produce food and raw 
m aterials required to sustain the tempo of development. Self-sustaining 
growth can only be achieved by balanced development both in agriculture 
and in industry. Incomes and employment cannot rise sufficiently w ithout 
industriahsation. On the other hand, an  industrial revolution cannot be 
achieved without a radical improvement in agricultural productivity. T h e  
T h ird  Plan calls for effort both to enlarge the capital base and to raise 
the output of food and raw materials. Advance towards self-sustaining 
growth has thus several aspects: savings have to grow progressively to 
m eet the demands of investment: basic and capital goods industries have 
to b e  developed rapidly; the balance of payments gap has to be bridged 
over. T he foundation of this advance is, as emphasised earlier, an efficient 
and progressive agriculture.

T ak ing  into account the experience of the first two Plans and the con
siderations outlined above, the T h ird  Plan is being formulated with the 
following a im s:

(i) to secure during the T h ird  Plan a rise in national income of 
over 5 per cent per annum , the pattern  of investment being 
designed also to sustain this rate of growth during subsequent 
Plan periods;

(ii) to achieve self-sufficiency in foodgrains, and increase agricul
tural production to m eet the requirem ents of industry and 
exports;

(iii) to expand basic industries like steel, fuel and power and esta
blishing m achine-building capacity, so that the requirem ents of 
further industrialisation can be met w ithin a period of 10 years 
or so mainly from the country’s own resources;
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(iv) to Utilise to  the fullest extent possible the m anpower resouirces 
of the country and to ensure a substantial expansion in  emjploy- 
m ent opportun ities; and

(v) to bring about a reduction of inequalities in  income and w ealth  
and a more even distribution of economic power.

It should be stressed that the T h ird  Plan represents an  im poirtant 
phase in the development of the country’s economy. In  the course off the 
first two Plans, the field organisation and the adm inistrative machiinery 
for agricultural development have been greatly strengthened. T h e  deve
lopment of the steel industry and of mining, power and transport pro
vides the nucleus for more rapid advance in industrialisation. I t  is vital 
that the tempo of development that has been attained already is accele
rated in the T h ird  Plan and even more in the Fourth. T h e  success that 
can be achieved in this ten-year period will make a vital difference to  the 
standards of living of the people and the fu ture growth ra te of the 
economy.

REDUCTION IN INEQUALITIES

T he aims of the T h ird  Plan in respect of growth in  national income, 
increase in agricultural production, expansion of industry, u tilisation  of 
manpower and increase in employment opportunities are described m ore 
fully in the appropriate chapters. A few words may be said here regard 
ing the objective of reducing inequalities in  income and wealth and 
securing a more even distribution of economic power.

T he problem of reducing disparities in  income and wealth is, in part, 
one of correcting existing inequalities, bu t its more im portant aspect is 
represented by the need to create conditions under which rap id  growth 
can be achieved alongside a m arked reduction in economic and social 
inequalities. In  a num ber of directions measures have been already taken 
whose total effect in reducing economic and social disparities has been 
significant. In  some of these, a greater advance is anticipated d u rin g  the 
T h ird  Plan. Thus, w ithin the ru ral economy, the progress of land reform  
has been a m ajor factor in reducing inequalities. Security of tenures and 
reduction in rents have been largely achieved. In  the course of the next 
two or three years, the legislation relating to ceilings on agricultural 
holdings will be implemented. T h e  vast body of cultivators will also 
become owners of land in their own right. T h e  expansion of irrigation, 
specially in areas which have in the past suffered from scarcity conditions, 
contributes to the raising of levels of living for some of the poorest sections 
in the rural community. Programmes relating to the welfare of back
ward classes—Scheduled Tribes, Scheduled Castes and others—are in tended 
to benefit sections of the population who, in the present conditions, are 
not able to derive all the benefits due to them from the general plans 
of development. T h e  extension of elementary education, which will 
become universal during the T h ird  Plan for the age group 6—11 years, 
the increase in scholarships and other assistance which is contem plated, 
the establishment of primary health  centres, the provision of drink ing
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w ater supply in almost all rural areas, the eradication of diseases like 
m alaria and the extension of welfare activities of voluntary social service 
organisations, specially for women and children, go a long way to create the  
preconditions for equality of opportunity w ithin the community. Increas
ingly, the community development movement is being required to place 
greater emphasis on measures to raise the levels of living and to provide 
w ork opportunities for the less privileged sections. In  many rural areas, 
the provisions made for rural industries and rural electrification will also 
increase opportunities of productive employment. As these various 
measures are implemented with wider support and understanding from 
public opinion, their impact will steadily extend to the great majority 
of th e  population. Fiscal measures, undertaken with a view to finding 
resources needed for rapid development and based on the principle that 
burdens shall be equitably distributed, will also greatly assist the process^ 
of reducing old inequalities and preventing new ones arising from the 
very' process of growth.

U nder the Plan there is a considerable role for the private sector in 
the industrial sphere. T his is due in the m ain to the wide opportunities 
provided by the expansion of the economy under the impact of successive 
Five Year Plans. One of the m ain objectives of policy is that the oppor
tunities which thus arise for private enterprise should be availed of by a 
large num ber of comparatively J 1 and middle entrepreneurs and that 
possible trends towards concentration of economic power should be check
ed in  the early stages. I t  is true that in the present phase of development 
well-established firms have certain advantages in organisation and exper
tise, better access to the capital m arket and to sources of foreign collabora
tion and availability of funds on a larger scale from businesses or industries 
which are w ithin their control or influence. M odern technology also 
favours large-sized firms or plants in certain directions. From the broader 
social angle, however, it is essential that there should be a wide difEusion 
of enterprises in  the private sector and new entrants should be encouraged 
and, at the same time, concentration of economic power and monopolistic 
tendencies should be countered effectively. T he grow’th of the public 
sector in various fields, such as power, transport and heavy industries, 
places the State in a better position to ensure the broad direction of 
economic activity from the aspect of public interest. In  addition, a series 
of positive measures, including special facilities and assistance need to be 
taken in support of medium and small enterprises. T he Industrial 
Finance Corporation and other financial and prom otional institutions set 
up by  the Government have therefore to make a special effort to assist 
such enterprises. Licensing policies should be so operated as to facilitate 
the entry of new firms, promote medium and small enterprises and exer
cise due vigilance in regard to the expansion of large businesses.

Fiscal measures have also an im portant role and should be devised 
so as to reduce inequalities in income and wealth. In  ensuring that the 
objectives set forth  above are implemented, there is need for greater 
co-ordination between various agencies of Government, including those 
concerned with the adm inistration of company law, licensing of industry.
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capital issues and im port policy. T here  are a num ber of problemss in 
company management, such as inter-corporate investment, in terlocking  
directors and the like, for which legislative measures have been adopted. 
I t would be desirable to assess to what extent these measures are pro'ving 
effective in  practice. A nother problem for examination is the workimg of 
some of the tax concessions or incentives which are now being giveni for 
private investment. These concessions and incentives have a p art to  play, 
bu t their working has to be assessed and related m ore directly to the 
fulfilment of the development programmes of various industries in  accord
ance with the Plan. T h e  problems of reducing inequalities in  incomes 
and wealth and preventing concentration of economic power are com plex 
and closely bound up with problems of rap id  growth. T h e  aspects to 
which attention has been drawn above, therefore, call for careful situdy 
with a view to evolving policies capable of securing the fulfilmenit of 
both the social and the economic objectives of national planning.

PRICE POLICY

Another im portant aspect of the T h ird  Plan, to which special attemtion 
is being given at present, may also be m entioned here, namely, p rice 
policy. I t is recognised that in the ordinary course the progressive step-up 
in investment which the Plan envisages is likely to exert an  upw ard  
pressure on prices. T h e  task of policy is to ensure that prices, especially 
of essential consumer goods, remain relatively stable despite this presisure.

T h e  course of prices depends upon a variety of factors some operating  
on aggregate demand and some working through dem and and suipply 
of individual commodities. Price policy has therefore to act a t a num ber 
of points, through fiscal measures, through m onetary policy and through  
direct allocations and controls where necessary. Only a combinatiom of 
measures in  these various fields can ensure economic developm ent with 
relative stability of prices.

T h e  Plan envisages substantial increase in the production of ffood- 
grains, cloth, sugar, etc. T o  the extent possible, the needs of esse:ntial 
consum ption have been kept in m ind while determ ining the p a tte rn  of 
investment. Nevertheless, imbalances between dem and and supply” are 
ap t to develop from time to time, and it will be essential to take tim ely 
and effective action to correct untoward trends. T his is particu larly  im
portan t in regard to foodgrains prices which not only affect adversely 
the more vulnerable sections of the community but react on the en tire  
price-and-cost structure.

T o  tide over the period that may elapse before the domestic produc
tion of foodgrains comes up  fully to the required level, im ports w ill be 
necessary. T h e  recent P.L. 480 agreement with the U nited States pro
vides for these imports as well as for imports to build  up a sizeable buffer 
stock of wheat. These supplies will help in steadying prices.

Price policy has, however, several wider aspects. I t is necessary fo r a 
developing economy to strengthen its internal defences against price rises. 
W hile domestic wheat supplies will be supplem ented by imports, there
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m ay be a shortage of rice. T here  may be in  any year a partial failure 
of crops; there may be speculative w ithholding of stocks. A nother pro
blem  which has emerged in  recent years is that of large regional disparities 
in  prices. Regulation of prices through suitable governmental action, 
state trading and m arketing and d istribution  through co-operatives, is 
unavoidable if these situations are to be m et adequately. Moreover, price 
policy for food has to be viewed in relation to the price trends in the 
rest of the economy, and a reasonable relationship m aintained between 
prices in various sectors. W hat structure of regulatory devices, including 
price control, zonal arrangements, prescription of m inim a and maxima, 
state trading, etc. will ensure the optim um  results needs to be carefully 
examined. These problems are at present under study by a Committee 
of the National Development Council.

T he Plan envisages increases in taxation. R estraint on consumption 
through judicious taxation is an essential p art of the Plan. T he sur
pluses of public enterprises will also have to be maximised—irf suitable 
cases through adjustments in prices. In  this context, it is particularly 
im portant to avert adventitious or haphazard rises in prices. Price policy 
as well as the techniques of price regulation raise complex issues. They 
involve a balancing of several conflicting claims. Prices, incomes and 
costs are closely interrelated. I t is essential, therefore, to ensure that the 
regulatory devices adopted function effectively and in a co-ordinated way. 
T h ere  is scope w ithin limits for varying the techniques that m ight be used 
for securing the right relationship between prices, bu t Government must be 
in  a  position to exercise control effectively at all strategic points, should 
the situation so warrant.
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The Third Plan in Outline

T
I  1 HE objectives of the T h ird  Plan and the broad economic considera

tions which determ ine its size and pattern  of investment have been 
set out earlier. T he object of this chapter is to state briefly^ the 

general priorities in the Plan and to present a picture of the d istribu tion  
o f outlays between different sectors of development as well as prelimiinary 
assessment of the targets envisaged in the Plan. An attem pt is also m ade 
to indicate the provisional distribution of outlays between the Centre and 
the States. T he targets indicated in different fields are provisional,, the 
m ain intention being to assist further studies at the Centre and im the 
States. T he results of studies concerning projects and programmes and 
their pleasing, which will be completed in the course of the next few 
months, will be presented in the final report on the Plan.

p r io r it ie ;

T h e pattern of investment embodied in a five-year p lan reflects, the 
priorities and the relative emphasis in different sectors during the Plan 
period. In  turn, these derive as much from an assessment of the cu rren t 
economic situation and the likely trends as from the analysis of the basic 
economic and social problems of the country and the long-term goals.. A 
num ber of considerations have, therefore, to be carefully balanced.

In  the scheme of development the first priority necessarily belongs to 
agriculture. T he importance of achieving self-sufficiency in foodgrains 
and meeting the requirem ents of industry and exports is one of the m ajor 
aims of the T h ird  Plan. Agricultural production has to be increased to 
the highest levels feasible, so that the incomes and levels of living o£ the 
rural population may rise and keep pace with incomes in o ther sectors. 
T h e  level of agricultural production is an im portant determ inant o f the 
ra te of growth of the economy as a whole. T here is also an in tim ate con
nection between the expansion of the agricultural economy and the m obi
lisation of the manpower and other resources of the ru ral areas. An 
attem pt has, therefore, been made to allocate sufficient resources fo r the 
development of agriculture and the ru ral economy. I t  is further envisaged 
that, as the Plan proceeds, if larger resources are needed for assuring m ore 
rap id  advance w ithin the rural economy, specially through the fu ller use 
of manpower, these will be made available.

T h e  second set of general considerations concerns the priority  accorded 
in  the Plan to the related sectors of industry, power and transport. Deve
lopm ent in these fields is vital for lifting the economy to a higher level 
and  for its accelerated growth. I t  is recognised that beyond a stage, the 
growth of agriculture and the development of hum an resources alike hinge 
upon the advance made in  industry. At all times agriculture and industry
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m ust be regarded as integral parts of the same process of development. 
U n til an economy reaches the stage of self-sustaining growth, industrial 
development calls for large resources in  foreign exchange.

Since large projects involve a considerable measure of waiting before 
the investments made result in  increase in output, it is necessary both to 
plan ahead for them and to ensure tha t during  each period there is a 
reasonable proportion between projects of long duration and those whose 
benefits accrue over shorter period.

W ith in  each field in the sector of industry, power and transport, there 
is need for careful priorities, so that adjustm ents can be made readily. 
Secondly, programmes in these sectors should be worked out in a co-ordi
nated  manner. Connected projects should be implemented as schemes 
closely related to one another, so that there is satisfactory phasing, and 
the expenditure incurred on each group of projects yields the maximum 
return.

In  the field of industry, the Plan is being drawn up, in the first place, 
from the point of view of the needs and priorities of the economy as a 
whole, the public and the private sectors being considered together. T he 
na tu ra l resources available as well as the growing requirem ents of the 
country justify greater emphasis on the basic industries, specially steel, 
machine-building, fuel and power. T h e  capacity of the economy to deve
lop in  future from its own resources is largely dependent on the advance 
achieved in these industries and in agriculture.

A nother set of priorities which have been kept in view in the T h ird  
P lan relate to social services and allied fields of development. These are 
essential for ensuring a fair balance between economic and social develop
m ent. I t is realised that in the development of the country’s hum an 
resources, in evoking widespread public understanding and participation, 
education and other social services have a significance which cannot be 
too greatly stressed.

Some of the programmes included in  this group are in fact directly 
lin k e d  to economic development, such as scientific research, technical 
education and the training of craftsmen, and the provision of housing and 
townships in  industrial areas. T here are others which are indispensable 
on larger social considerations, such as the expansion of facilities for 
education, control of diseases and provision of health  and medical services, 
fam ily planning, and the provision of drinking water in rural and urban 
areas and of welfare services for the less developed sections of the com
m unity. W ithin the limits of the resources available, these needs have 
been provided for. In  some directions, at any rate, as the Plan proceeds, 
every effort will be made to secure a larger measure of progress.

A nother aspect which has claimed attention in the phasing of outlays 
u nder the T h ird  Plan is the need to ensure that the output in different 
branches of the economy and the levels of savings of the community should 
increase continuously from year to year. I t is also essential that there 
should be no avoidable lags between the creation of assets and the utilisa
tion. At every point in the economy, whether in the public or in the
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private sector, the emphasis must be on obtaining the utmost by w ay of 
increased output from the investments which were m ade in  the p a s t and 
those which will be made during the T h ird  Plan.

DISTRIBUTION OF OUTLAYS AND INVESTMENT 

T h e Plan includes outlays both in  the public and the private seector. 
In  the public sector, a distinction is made between investment expendliture 
and  current outlays, the latter representing expenditure of the natuire of 
staff, subsidies, etc. T he T h ird  Plan envisages a total investm ent of 
Rs. 10,200 crore, of which Rs. 6,200 crore will be in  the public sectoir and 
Rs. 4,000 crore in the private sector. Including the current outlay esti
m ated at Rs. 1,050 crore, the total outlay in the public sector wiill be 
Rs. 7,250 crore. Investment in the private sector also includes a suim of 
Rs. 200 crore corresponding to transfers from the public sector for capital 
formation in the private sector. In  T ab le  1 below, outlay and investm ent 
in  the T h ird  Plan are compared with those in the Second.

TABLE 1 : OUTLAY AND INVESTMENT IN THE SECOND AND THIRD PLA N *
(Rs. crore)

Public SectorX Private 
Sector*♦

Toltal
Investtment

r  ^
Plan Current Investment 
Outlay Outlay

Second Plan 
Third Plan

4,600 950 
7,250 1,050

3,650
6,200

3,100
4,000

6,750
10,2(00

I t  will be seen that the T h ird  Plan provides for an increase of about 
51 per cent in the total investment, of about 70 per cent and ab o u t 58 
per cent respectively in  the investment and outlay undertaken in  the 
public sector, and about 29 per cent in the private investment.

T he following T ab le  shows the distribution of outlay and investm ent 
in  the T h ird  Plan :

TABLE 2 : OUTLAY AND INVESTMENT IN THE THIRD PLAN
(Rs. crore)

Public Sector Private 
Sector 
Invest
' ment

Total
T n ix / ^ cGroup r~

Plan
Outlay

Current
Outlay

Invest
ment

inivcbi-
ment

1. Agriculture, Minor Irriga
tion and Community De
velopment . .  .. 1,025 350 675 800 1,475

2. Major and Medium Irriga
tion ..................................... 650 10 640 — 640

*Two expressions in common use may be briefly explained :
(1) Investment is expenditure on the creation of physical assets {e.g. buildings 

and plant and equipment), including expenditure on personnel required for 
putting up these assets. The expression corresponds broadly to expenditure 
on capital account.

(2) Current outlay corresponds broadly to expenditure on revenue account on 
Plan Schemes; it is expenditure other than that classified as ‘investment’.

“ These Figures do not include investment financed out of resources transferred from 
the public sector.
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(Rs. crore)

Public Sector

Plan
Outlay

Current
Outlay

Invest
ment

Private Total
Sector Invest-
Invest- ment
ment

3. Power ....................  925 — 925 50 975
4. Village & Small Indus

tries   250 90 160 275 435
5. Industry & Minerals . .  1,500 — 1,500 1,000 2,500
6. Transport and Communica

tions ...................... 1,450 — 1,450 200 1,650
7. Social Services . .  . .  1,250 600 650 1,075 1,725
8. Inventories....................  200 — 200 600 800
9. Total ..................... 7,250 1,050 6,200 4,000 10,200

T he investment in the economy increased over the First Plan from 
Rs. 500 crore to nearly Rs. 850 crore per annum. By the end of the 
Second Plan it is expected to reach an annual level o£ Rs. 1,450 crore 
to Rs. 1,500 crore. By the end of the T h ird  Plan, the annual investment 
is likely to be in  the range of Rs. 2,500 crore. Investm ent by public 
authorities rose from about Rs. 200 crore per annum  to about Ri. 450 
crore by the end of the First Plan and is likely to rise to about Rs. 800 
crore by the end of the Second Plan, the corresponding level expected 
to be reached at the end of the T h ird  Plan being about Rs. 1,500 crore.

T he general pattern  of investment in the Second Plan is being con
tinued in  the T h ird , bu t in  the public sector there is greater emphasis 
on  agriculture, industry and power and on certain aspects of social services. 
T h e  distribution of Plan outlays in  different sectors according to the 
Second and the T h ird  Plan is given in the T able below :

TABLE 3 : DISTRIBUTION OF PLAN OUTLAY IN THE PUBLIC SECTOR

(Rs. crore)

Outlay 
___ »___

Percentage

Second
Plan

Third
Plan

Second
Plan

Third
Plan

1. Agriculture and Minor Irrigation .. 320 625 6-9 8-6
2. Community Development & Co-opera

tion ................................................. 210 400 4-6 5-5
3. Major and Medium Irrigation .. 450 650 9-8 9-0
4. Total 1, 2 & 3 ...................................... 980 1,675 21-3 23-1
5. Power ................................................. 410 925 8-9 12-8
6. Village & Small Industries . .  . . 180 250 3-9 3-4
7. Industry & M i n e r a l s .......................... 880 1,500 19-1 20-7
8. Transport & Communications . . 1,290 1,450 28-1 20-0
9. Total 5,6,7 & 8 ...................................... 2,760 4,125 6 0 0 56-9

10. Social S e rv ic e s ..................................... 860 1,250 18-7 17-2
11. Inventories ...................................... — 200 —. 2-8
12. Grand Total ...................................... 4,600 7,250 100 100

Investment in the private sector falls broadly into two parts, namely,
(a) investment relating to the organised sector of industry, mining, elec
tricity and transport, and (b) investment which is dispersed extensively



over fields like agriculture, village and small industries, ru ra l and urban  
housing, etc. Data regarding the second category are necessarily very 
rough, bu t in  recent years more precise inform ation has become available 
in respect of the organised private sector. Details concerning the d istri
bution of private sector investment under different heads are set ou t in 
the chapter on Resources.

OUTLAYS IN THE PUBLIC SECTOR

T he allocations proposed at present are necessarily provisional. T hey  
are intended to assist the Central and State Governments in  undertak ing  
detailed studies of their programmes and projects and in  establishing 
priorities within each sector. In  those sectors of the Plan for which res
ponsibility lies mainly in the States, the final allocations will depend on 
the plans drawn up by State Governments and the relative emphasis 
which they are able to provide for different programmes, having regard  
to the competing claims and the financial resources available. In  some 
fields, the targets of the Plan will result from district and block plans, 
for instance, in respect of agricultural programmes, development of co
operatives, village industries, rural water supply, and works program mes 
for the full utilisation-of manpower resources in ru ral areas. In  the rele
vant sections in this O utline, attention has been drawn to certain fields 
in which, in the interest of rapid development, the present targets may 
have to be stepped up and the allocations relating to them suitably 
adjusted. Thus, it is envisaged that for approved programmes and targets, 
under agriculture, village and small industries, prim ary education, tech
nical education, special works programmes for utilising m anpower re
sources etc., for which additional domestic resources are found to be neces
sary as a result of examination by States and Ministries, resources needed 
will be made available. In  respect of approved projects for which sub
stantial external finance is required, once the necessary foreign exchange 
is found, every effort will be made to find the requisite in ternal resources.

T h e  distribution of outlays between the Centre and the States will be 
known after the plans of States have been examined in  consultation with 
them. Meanwhile, to assist States in  drawing up their plans, the follow
ing tentative distribution of outlays has been in d ica ted :

TABLE 4 : DISTRIBUTION OF OUTLAY BETWEEN THE CENTRE AND THE STATES

• (Rs. crore)
Total Centre States

1. Agriculture, Minor Irrigation and Commu
nity Development . .  ..

2. Major and Medium Irrigation
3. Power . .  . .  «
4. Village and Small Industries ,
5. Industries and Minerals ..
6- Transport & Communications
7. Social Services . .  ..
8. I n v e n to r ie s ..........................
9. Total .....................................
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1,025 175 850
650 5 645
925 125 800
250 100 150

1,500 1,470 30
1,450 1,225 225
1,250 300 950

200 200 _
7,250 3,600 3,650
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T h is  distribution is based oh the assumption that as a general principle 
a ll development schemes executed by the State Governments will form 
p a r t of the plans of States and that only certain lim ited categories of 
■schemes will be shown in the plans of Ministries as being “sponsored” by 
the Centre. In  this way it is hoped to broaden further the scope of the 
plans of States and thereby to facilitate the integrated working of State 
programmes.

FOREIGN EXCHANGE

T he foreign exchange requirem ents of investment under different 
heads of development are shown together for the public and private 
sectors in the T able below along with the amounts of investment pro
posed :

TABLE 5 : REQUIREMENT OF FOREIGN EXCHANGE

(R .S .  crore)

Investment Foreign
exchange

1. Industries & Minerals including Smalllndustries . .  2,935
2. Power .......................... -......................................  975
3. Transport and C o m m u n ic a tio n s ....................................  1,650
4. Agriculture, Community Development and Irrigation . .  2,115
5. Social Services including Construction ........................  1,725
6. I n v e n to r ie s .......................................................................  800
7. Total . .  . .  .............................................................  10,200

Say

1,190
270
300
75
80

1,915

1,900

PHASING OF PROJECTS

In  a development plan of the dimension and scope of the T h ird  Plan, 
.the correct phasing of projects and of outlays is of the greatest importance. 
W itliout this it will not be possible to implement the Plan efficiently to 
keep investments in harmony with the internal and external resources 
available from year to year, and to ensure that at each stage in the Plan 
there  are a series of projects under execution which will yield results 
speedily and that there will be continuity both in planning and in the flow 
o f  benefits. T o  facilitate detailed work on the phasing of projects and 
.programmes, the following broad criteria have been proposed:

(i) T he phasing of projects should be worked out with strict regard 
to the requirements of physical planning, especially planning 
of manpower and the provision of materials and of the ancil
lary services, including power and tran sp o rt;

(ii) Priority should be given to the early completion of the pro
jects under execution and those carried over from the Second 
Plan. For these projects sufficient resources should be pro
vided in the annual plans to facilitate completion within the 
minimum period necessary;



(iii) T here should be continuity of ou tpu t from year to year. T h e  
phasing should be such as to ensure tha t a t each stage of in vest
m ent the m aximum benefits possible are secured and there is a 
reasonable balance between projects w ith long gestation periods 
and those which can be completed over relatively short periods ;

(iv) In  working out the relative priorities of different projects £rom 
the point of view of the economy as a whole, through ap p ro 
priate phasing items included in the following groups shiould 
receive preference—
(a) items im portant for ensuring rap id  growth of agriculcural 

production, e.g. fertilisers;
(b) items which m ight become bottlenecks unless they are 

available at the right time, e.g. transport, electricity, mietal- 
lurgical coal, etc.;

(c) items required for the fulfilment of the export p la n ;
(d) items which are intended to replace unavoidable im ports, 

e.g. machinery, alloy and tool steels, etc.; and
(e) technical education and train ing programmes.

W hile the considerations m entioned above will guide the phasing of pro
jects w ithin each sector, from the point of view of the P lan as a w hole 
it will be necessary to ensure through annual plans that a t each .stage 
adequate resources are raised to m eet the commitments (including ithose 
on account of foreign exchange) which result from  the phased program m e 
that is accepted. Equally, it will be essential to  secure the necessary phy
sical balances from year to year in  respect of steel, cement, electricity, 
and other key commodities.

In  a plan of national development stretching over a period o f  five 
years, the financial provisions initially proposed provide at best a fram e
work w ithin which various agencies can form ulate and im plem ent their 
programmes. I t is inevitable that the financial allotm ents which are m ade 
from year to year should be influenced largely by the speed and efficiency 
of execution and the measure in  which practical results are secured. T h e  
essential problem, therefore, is to devise in each field of developm ent 
effective means for obtaining the m axim um  value from the outlays incu r
red. U nder each head, those objectives which are essential need to  be 
distinguished from others which may be of secondary im portance. In  
every field, the m ain test is that the assets created or the services deve
loped under the Five Year Plans should yield their fullest benefits as early 
as possible. ,

Frequently, in  carrying out development programmes in  a num ber of 
fields, there is resort to grants or subsidies. W herever there is a subsidy 
it is proposed that the working of the scheme will be investigated w ith  a 
view to determ ining whether the subsidy can be withdraw n or reduced 
w ithout injuring the objective in  view. I t  is also observed that in m any 
development programmes which can enlist the participation of local com
m unities or contributions from beneficiaries, in  practice insufficient em
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phasis is placed on these aspects. T his aspect needs to be watched care- 
fulHy. Finally, as suggested later, the build ing component of every pro
gram m e or project should be subjected to close scrutiny in  the stage of 
p lann ing  so that the m aximum economies in  construction may be realised.

TARGETS IN THE PLAN 

T he physical targets proposed in difiEerent sectors of development are 
a t  present prelim inary in character. Consultations with representatives 
o f different industries in  the private sector are in progress and, on their 
completion, it will be possible to take a view of the industrial plan as a 
whole, including both the public and the private sectors. A large num ber 
•of projects under industry and minerals and transport and communica
tions, for which the Central Ministries are responsible, have yet to be 
worked out in detail, although their investigation and other preparatory 
measures are being expedited. T h e  outline plans of State Governments, 
especially in  sectors like agriculture, small industries, roads and social 
services, which will become available during August and September, 1960, 
a re  expected to be amended in the light of the local plans which will be 
d raw n up in the districts and on the basis of further study. In  these 
circumstances, the physical targets, which are indicated in  the Draft 
O utline, represent broad dimensions of the effort envisaged in  the T h ird  
P lan. T heir main value lies in  presenting the picture as a whole and in 
d raw ing  attention to possible inconsistencies or weaknesses.

NATIONAL INCOME AND EMPLOYMENT 

Examination of the targets of development which have been proposed 
in  different sectors suggests that during the T h ird  Plan the national income 
should  increase by over 5 per cent per annum . As regards employment, 
the present indications are that the total employment outside agriculture 
in th e  T h ird  Plan m ight be about 10.5 million out of a total increase in 
the new entrants of about 15 million, of which about 3.5 million are 
exp«cted to be absorbed in  agriculture.

BALANCE AND FLEXIBILITY 

In  drawing the framework of the Plan, the attem pt has been made 
to  provide for a reasonable balance at each vital point w ithin the eco
nomy. Thus, the requirem ents of steel, coal, electricity and other com
m odities were assessed carefully and the Plan attem pts to provide for them. 
Similarly, in drawing up  the railway plan, the likely increase in  traffic 
arising from different developments has been taken into account. W hen 
w ork  on the Plan proceeds beyond the present prelim inary formulation 
and  both the phasing of projects and the requirem ents and availability 
in different regions are considered, changes will doubtless be needed both 
in the  physical targets which may be proposed and in  the consequential 
financial allotments.

As explained earlier, in some fields, an im portant consideration in 
the phasing of programmes will be the availability of foreign exchange. 
Since the picture in  this rcspect can become definite only over a period.
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it has been felt desirable at this stage to provide for a somewhat flexible 
approach in  considering projects involving foreign exchange for inclusion 
in the Plan. Accordingly, as explained in  the Chapter on Industries and 
Minerals, industrial projects have been grouped into five categories as 
follow s:

(a) Projects under execution and carried over from the Second 
Plan.

(b) New projects for which external resources are already assured.
(c) New projects which can for the present be regarded as incluided 

in  the Plan. Most of these have reached a fairly advanced sitage 
of preparation, but foreign exchange has not yet been arranged  
for them.

(d) O ther new projects for which preparatory work is less advanced 
and for which foreign exchange has not yet been arranged. In  
respect of these projects, definite decisions for inclusion in the 
Plan have not yet been taken, b u t the in ten tion  is th a t the 
projects should be worked out more fully and, may, in  due 
course, be considered for inclusion in the Plan.

(e) Projects of a contingent nature whose im plem entation will de
pend on certain developments which cannot at present be 
accurately foreseen.

T h e  principal targets in the T h ird  Plan are set out briefly along w ith  
statistics of progress during the first two Plans in  the annexure to this 
chapter. In  this place it will be sufficient to draw attention to some salient 
features.

AGRICULTURE AND IRRIGATION

Agricultural production is to be stepped up by 30 to 33 per cent, 
depending upon the targets which may be finally decided upon as a 
result of work on area agricultural plans. T h e  targets of additional pro
duction proposed for some of the im portant agricultural commod-ities 
are given below :
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Commodity Additional Percenttage
Produc Increase

tion

Foodgrains (million tons) .......................... . .  . .  25 to 30 33—40
Oilseeds (million t o n s ) ..................................... . .  . .  2 to 2-3 28— 32
Sugarcane (in terms of gur) (million tons) .. ,,. . .  1-8 to 2 25— 28
Cotton (million b a l e s ) ..................................... .. ..  1-8 33
Jute (million bales) ..................................... 1 0 18

In  addition measures will be taken to increase the production of food 
articles like fruits and vegetables, milk, fish, m eat and eggs as also of o ther 
commodities like coconuts, arecanuts, cashewnuts, pepper, cardamom, 
tobacco, lac and timber.

T he target proposed for foodgrains would allow for consum ption of 
about 15 oz. of cereals and 3 oz. of pulses per capita per day besides pro



viding some m argin against emergencies. T h e  target for raw cotton is 
expected to be sufficient to provide for 17.5 yards of cotton textiles per 
annum  per capita and in addition allow for some exports.

As regards specific programmes for agricultural development, the net 
additional area benefited from m ajor and m inor irrigation works is esti
m ated at 20 m illion acres after making allowance for some of the old 
works going out of use partly or wholly and other similar factors. This 
w ill bring the net irrigated area to about 90 million acres by the end of 
th e  T h ird  Plan. About 40 m illion acres will be covered by dry farming 
tecJiniques. Soil conservation measures are to be extended to an addi
tional area of 13 million acres. T he consumption of nitrogenous fertili
sers is to be increased to 1 m illion tons in terms of nitrogen and of 
phosphatic fertilisers to 400 to 500 thousand tons in terms of phosphorus 
pentoxide. Also an additional area of 50 m illion acres is proposed to be 
covered by green manures. P lant protection measures will be extended to 
75 million acres.

T he community development programme will be extended to the 
en tire  rural area by October 1963. T he programme of co-operative deve
lopm ent will be intensified along the lines laid down by the National 
Development Council in November 1958 and finance from co-operative 
agencies is expected to play a considerable part in increasing agricultural 
production.

INDUSTRY AND POWER

In Industry special emphasis is being placed on the development of 
those industries which will help to make the economy self-sustaining, 
namely, steel and machine-building and the m anufacture of producer 
goods. Necessary measures are also being taken to expand the production 
of consumer goods.

Developments in  iron and steel are linked with the target capacity 
of 10.2 million tons in terms of steel ingots and 1.5 million tons of pig 
iro n  for sale. T h e  additional capacity and outpu t in this field are ex
pected to be realised almost entirely in  the public sector. T h e  Bhilai, 
R ourkela and D urgapur steel plants are proposed to be expanded con
tribu ting  jointly 5.5 million tons of steel ingots. T h e  Plan also provides 
for a fourth steel plant in the public sector to be started at Bokaro. 
A bout 200,000 tons of steel ingots are expected from scrap-based electric 
furnaces and 200,000 tons of pig iron from low shaft blast furnaces pro
posed to be established on a decentralised basis in the private sector. Steps 
are also to be taken for the production of about 200,000 tons of alloy, 
tool and special steels.

Im portant advances will be made in the field of machinery and engi
neering industries during the T h ird  Plan period. Proposals for this 
sector inc lude: heavy machine-building plant, foundry forge, coal m ining 
machinery plant, heavy s tru c tu ra l plant, heavy plate and vessel works, 
heavy machine tool factory, doubling of the ou tpu t of H industan Machine 
Tools, Bangalore, expansion of Heavy Electrical Project, Bhopal, two
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additional heavy electrical projects and schemes for the production, of 
high pressure boilers and precision instruments.

M achinery m anufacturing programmes in the private sector are ex
pected to supplement the efforts of the public sector. In  relation to the 
levels of demand envisaged by 1965-66 for certain lines of machinery, e.g. 
textile, sugar, cement and paper machinery, programmes have been for
m ulated which should lead to considerable reduction of im ports of 
complete plants for the related industries.

T h e  production of nitrogenous fertilisers is proposed to be steppedi up 
from 210,000 tons in terms of nitrogen at the end of the Second P la n  to 
1 m illion tons at the end of the T h ird . A substantial increase in  the 
production of phosphatic fertilisers is also proposed.

T h e  production of coal is proposed to be stepped up  by 37 m illion  
tons over the target of 60 m illion tons set for the Second Plan, i.e. to  97 
m illion tons.

O n the basis of the present proved reserves the N aharkatiya area is 
expected to produce 2.75 m illion tons of crude oil per year. Provision 
has been made both for the completion of the refineries at N unm ati and 
Barauni for processing the Naharkatiya crude and also for further explora
tion with a view to obtaining additional production of crude from Cambay 
and other areas where prospects appear to be favourable.

Among the other im portant targets which have been proposed so far 
are:

Annual Production________  A
1960-61 1965-66
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Aluminium (’000 t o n s ) ................................................ . . .  17-0 75-0
Cement (million tons) .................................... 13-0
Paper (’000 t o n s ) ........................................................... . . .  320 70<0
Sulphuric acid (’000 tons) .................................... . . .  400 1,25'0
Caustic soda (’000 tons) .................................... . . .  125 340
Sugar (million tons) ............................................... . . .  2-25 3-0

5.80K)
Bicycles—organised sector (’000 N os.)........................ . . .  1,050 2,000
Sewing Machines (’000 N o s . ) .................................... . . .  300 450
Automobiles (Nos.) ................................................ . . .  53,500 100,000

I t  is proposed to increase the total generating capacity of power from 
5.8 m illion kW  at the end of the Second Plan to 11.8 m illion kW  a t the 
end of the T h ird  Plan. T he programme for power includes a program m e 
for nuclear power generation of 300,000 kW. I t  is expected the 15,000 
additional towns and villages will be electrified during the T h ird  Plan 
period bringing the total to 34,000.

Programmes of development are being form ulated by State Govern
m ents and the All-India Boards for the Development of Small-scale Indus
tries including industrial estates, Khadi (including Ambar Khadi) and



village industries, handloom, handicrafts, sericulture and coir. Broadly, the 
aim is to encourage the expansion of production through the private and 
co-operative sectors by providing positive forms of assistance like facilities 
for training, technical know-how, provision of credit, supply of raw 
materials, etc. Production of cloth in  the decentralised sector, namely 
from handlooms, powerlooms and Khadi, is tentatively proposed to be 
increased from about 2,610 m illion yards in  1960-61 to 3,500 m illion yards 
in 1965-66. Production of raw silk will be increased from 3.7 million 
lb. to  5.0 million lb. T he num ber of industrial estates is expected to 
increase from 60 in  the Second Plan to about 360 in the T h ird  Plan. In  
the programmes for small-scale industries, the emphasis will be on pro
m oting development in small towns and ru ral areas and on linking them 
up more closely with large-scale industries as ancillaries or feeders. For 
handicrafts and coir, the programmes will be designed for achieving im- 
proveiment in quality as well as for stepping up production and exports.

TRANSPORT AND COMMUNICATIONS

I t  is expected that the railways will be able to  carry goods traffic to the 
ex ten t of about 235 m illion tons in  the last year of the T h ird  Plan, as 
against 162 million tons in 1960-61 and 1,200 miles of new railways lines 
will be  constructed. Under the road development programme it is p ro
posed to add during the T h ird  Plan 20,000 miles of surfaced roads to the 
level of 144,000 miles expected in  1960-61. T h e  expansion of road trans
port will be mainly in  the private sector. I t  is roughly estimated that the 
num ber of commercial vehicles will go up  from over 200,000 to  about 
300,000 during the T h ird  Plan period. For the time being the shipping 
target has been placed at about 200,000 G R T  in addition to the tonnage 
of 900,000 G R T  expected to be achieved at the end of the Second Five 
Year Plan. This target is, however, felt to be insufficient and is to be 
examined further.

SOCIAL SERVICES

T h e  progress made in the field of social services in recent years is 
reflected both in demands for larger resources for social services and in 
increased expectations on the p art of the people. In  some directions, 
large advances are expected to be made during  the T h ird  Plan. I t  is 
proposed to provide for free and compulsory prim ary education for the 
age-group 6—11 years. Making allowance for slower progress in  female 
education in certain backward areas, it  is estimated that the proportion 
of pupils to the num ber of children will go up  from 60 to 80 per cent 
in  th e  age group 6—11, from 23 to 30 per cent in  the age group 11—14 
and from  12 to 15 per cent in  the age group 14—17. T h e  total num ber 
of students in  schools will go up from 41 m illion in 1960-61 to 65 million 
in 1965-66.

Scientific and technical education will be given increasing support. 
T he num ber of pupils taking science courses in  colleges is expected 
to rise from 30 to 40 per cent of the total num ber. T he intake capacity 
of engineering colleges and polytechnics will increase from 37,000 at the
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end of the Second P lan to 52,500 at the end of the T h ird  Plan. Scientific 
laboratories and engineering enterprises will be encouraged to prtovide 
facilities for technical training. Special provision will be m ade for p a rt
time and correspondence courses.

In  the field of health services, the num ber of registered doctors; will 
increase from 84,000 to 103,000, of hospital beds from 160,000 to 19K),000 
and of hospitals and dispensaries from 12,600 to 14,600. T h e  n u m b er of 
prim ary health centres will be increased from 2,800 to 5,000. T h e  pro
gramme for family planning will be given a very high priority  a n d  the 
num ber of clinics will be increased from 1,800 to 8,200. Program m es for 
low income group housing, housing for industrial workers, slum clearance 
and slum improvement and acquisition and developm ent of la n d  for 
housing will be expanded and finance for housing will be provided th rough  
Housing Finance Corporations.

T he T h ird  Plan includes a programme of local developm ent works 
for enabling all ru ral areas to provide themselves w ith certain m inim um  
amenities. These a r e ; (a) adequate supply of drinking water, (b) roads 
linking each village to the nearest m ain road or railway station, a n d  (c) 
the village school building which may also serve as a com m unity centre 
and provide facilities for the village library.

T h e  targets for the T h ird  Plan as at present envisaged will take tlie 
economy a considerable distance towards the stage of self-sustaiining 
growth. T h e  ground will also be prepared for more rap id  developm ent 
under the Fourth Plan. In  view of the large investments which have 
been already made, it is essential to ensure that the assets created  are 
utilised to the best advantage. T h e  process of developm ent itself will 
offer fresh possibilities for increasing ou tpu t and employment an d  the 
effort should be to take advantage of these possibilities by ensuring  the 
fullest possible utilisation of manpower and m obilisation of the savings 
of the community.
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ANNEXURE
PRODUCTION AND DEVELOPMENT : PROGRESS AND TARGETS

Item - Unit 1950-51 1955-56
1960-61
(antici
pated)

Increase
in

1960-61
over

1950-51
(percen

tage)

1965-66
targets

Increase
in

1965-66
over

1960-61
(percen

tage)

(1) (2) (3) (4) (5) (6) (7) (8)
1. Agriculture and Conimunlty De

velopment 
I ’l. Agricultural Production;

Food g r a i n s .......................... million tons *52-2 *65-8 75 44 100
to
105

33—40

Cotton .......................... million bales 2-9 4 0 5-4 86 7-2 33
Sugarcane-gur.......................... million tons 5-6 6-0 7-2 29 9 0

to
9-2

25—28

Oilseeds .......................... million tons 5-1 5-6 7-2 41 9-2
to

9-5

28—32

Jute . .  „  . .  . , million bales 3-3 4-2 5-5 67 6-5 18
Tea (a) .......................... million lb. 613 678 725 18 850 17
Tobacco .......................... ’000 tons 257 298 300 17 325 8
F i s h ..................................... million metric tons 0-7 1 0 1-4 100 1-8 29
M i l k ...................................... million mds. 466 528 600 29 690 15
W o o l ..................................... million lb. 60 65 72 20 90 25

(a) relates to calendar year K)
"a



PRODUCTION AND DEVELOPMENT : PROGRESS AND TARGETS—Conrrf.

Increase
in

Increase
in

Item Unit 1950-51 1955-56
1960-61
(antid-
pated)

1960-61
over

1950-51
(percen

tage)

1965-66
targets

1965-66
over

1960-61
(percen
tage)

(1) (2) (3) (4) (5) (6) • (7) (8)

1 -2. Agricultural Services 3Area irrigated . .  .. million acres 51-5 56-2 70-0 36 90 0 29 0
(Net total)

Land reclamation . .  .. million acres — 2-7 1-2 — 1 0 —-
(additional area) w

Soil conservation . .  .. million acres — 0-7 2 0 — 13-0 — S
(additional area benefited)

Nitrogenous fertilisers con 3sumed .......................... ’000 tons of Nitrogen 55 105 360 555 1,000 178
Phosphatic fertilisers con 3sumed .......................... ’000 tons of P2 O5 7 13 67 857 400 497—646 M

to 500 6
Seed F a r m s .......................... number — — 4,000 — 4,500 13 3

1’3. Community Development n>
Blocks ..................................... number — 1,064 3,112 — 5,217 68
Villages covered . .  .. thousands — 150 400 —- 550 38
Population served . .  . . million — 78 200 —- 374 87

2. Power
Electricity (installed capacity) . . million kW 2-3 3-4 5-8 152 11-8 103
Electricity generated . .  .. million kWh 6.575 11,000 20,700 215 42,250 104
Towns & Villages electrified . . thousands 3-7 7-4 190 414 34-0 79

3. Miner»]s>
Iron ore (a) .......................... million tons 3-0 4-7 12-0 300 3 2 0 167
Coal (a) .......................... million tons 32-0 38-0 53 0 66 9 7 0 83



4. Larse Scale Industries
4 • 1. Metallurgical Industries;

4-2.

Finished Steel . .  .. million tons 1-0 1-3 2-6 160 6-9 165
Pig Iron (for sal*) . . .. million tons 0-35 0-38 0-9 157 1-5 67
C opper..................................... ’000 tons — 7-3 (a) 7-9 18-4 133
Aluminium .......................... ’000 tons 3-7 7-3 17-0 359 75-0 341

Mechanical and Electrical 
Engineering:
Cement Machinery ..  .. value in Rs. lakh 34(a) 80 450 463
Sugar Machinery . .  .. value in Rs. lakh — 19 440 — 1,000 127
Machine tools (graded) . . value in Rs. lakh 29 72(a) 550 1,797 3,000 445
Ball and Roller Bearings .. million number 0 1 0-9 2-4 2,300 12-0* 400
Diesel Engines ..  .. thousands . .  ' 5-5 100 33-0 500 66-0 100
Tractors .......................... number — — 2,000 — 10,000 400
Electric motors . . .. ’000 h.p. 100 270 800 700 2,500 t 213

(200 b.h.p. and below). 
Electric transformers . . ’000 kva 179 625 1,350 654 3,500 159

(33 kv and below)
Electric Cables . .  .. ’000 tons 1-7 8-7 180 959 44-0 144

Railway Locomotives:
Steam and diesel . .  .. number n.a. 5,000t 1.250 t 1,609 t 29
Electric .......................... number — — — — 232 t —

Chemicals:
Fertilisers:
Nitrogenous (in lerms of 

n i t r o g e n ) .......................... ’000 tons 9 79 210 2,233 1,000 376

(a) relates to calendar year 
*by working to capacity on three 
t  300 h.p. and below 

t  relates to the Plan period

shifts

K)
VO



PRODUCTION AND DEVELOPMENT : PROGRESS AND TARGETS— o

Item
«

Unit 1950-51 1955-56
1960-61
(antici
pated)

Increase
in

1960-61
over

1950-51
(percen

tage)

1965-66
targets

Increase
in

1965-66
over

1960-61
(percen

tage)

(1) (2) (3) (4) (5) (6) (7) (8)

Phosphatic (in terms of
Phosphorus pentoxide) .. •(XX) tons 9 12 70 678 400 to

500
471—614

Sulphuric acid . .  . . ’(XX) tons 99 164 400 304 1,250 213
Soda ash .......................... ’(XX) tons 45 81 240 433 450 88
Caustic s o d a .......................... ’000 tons 11 35 125 1,036 340 172
Sulpha d r u g s .......................... tons ___ 83(a) 150 — 1,000 567
D .D .T ...................................... tons — 284 2,800 — 2,800 —

4-5. Other Industries:
Sewing Machines . .  . . thousands 33 111-2 300 809 450 50

(orgamsed sector only)
Bicycles (organised sector only) thousands 101 513 1,050 940 2,000 90
A utom ob iles.......................... thousands 16-5 25-3 53-5 224 100 87
Cotton textiles (miU-made) .. million yards 3,720 5,102 5,000 34 5,800 16
S u g a r ..................................... million tons M 1-9 2-25 105 3-0 33
Steel structural fabrications .. ’000 tons ____ 90 250 — 1,000 300
Cement .......................... million tons 2-7 4-6 8-8 226 13-0 48
Petroleum products . .  .. million tons — , 3-6 4-6 — 7-4 61
Paper and Paper-board .. ’000 tons 114 187 320 181 700 119

5. Village and Small Industries
Khadi : traditional . .  .. million yards 7*3 28-9 48-0 558 "

Ambar .......................... million yards ____ ____ 32-0 ____ . 3,500 34
Handloom .......................... million yards 742 1,471 2,125 186
P o w e r lo o m .......................... million yards .. 148 273 405 174
Sericulture (raw silk) .. million lb. 1-9 3-1(a) 3-7 95 5 0 35



6, Transport and Coramunications 
6-1. Transport Services

Railways
Passenger train miles ..
Freight carried........................
Roads : surfaced including 
national higliways 
Shipping ..........................

6-2. Communications:
Post OflBces..........................
Telegraph Offices .. ..
Number of Telephones . .

7. Education
7-1. General Education

Students in Schools..............

School-going children as 
percentage of children in 
the respective age groups :
Primary stage . .  ..
Middle stage .. ..
Higher secondary stage ..

Institutions :
Primary/Junior Basic Schools 
Middle/Senior Basic

Schools
High/Higher Secondary 

Schools . .  . .
Multi-purpose Schools

(a)

million 95 109 124 31
million tons 91 114 162 78
’000 miles 97-5 122-0 144-0 48

million GRT 0-4 0-5 0-9 125

’000 numbers 36 55 75 108
’000 numbers 3-6 5-1 6-3 75
’000 numbers 168 280 475 183

million numbers 23'5 31-5 41-1 75

6-11 age group 43 . 51 60 40
11-14 age group 13 16 23 77
14-17 age group 5 8 12 140

’000 numbers 209-7 278-1 354-9 69

’000 numbers 13-6 21-7 3 0 0 121

’000 numbers 7-3 10-8 14-0 92
’000 numbers — 0-4 1-6 —

143
235
1640

M

95
8-3

675

80
30
15

500 0 

45-0

18-0
1-8

15
45
14

22

27
32
42

64-8 58

33
30
25

41

50

29
13

s
o

>

§
o

§w

(c) relates to the calendar year



PRODUCTION AND DEVELOPMENT : PROGRESS AND TARGETS—Co/icW.

Item Unit 1950-51 1955-56
1960-61
(antici
pated)

Increase
in

1960-61
over
1950-51

(percen
tage)

1965-66
targets

Increase
in

1965-66
over

1960-61
percen

tage)
(1) (2) (3) (4) (5) (6) .(7) (8)

7-2. Technical Education • 
Engineering & Technology 

Degree level (intake) . . number 4,119 5,888 13,165 220 18,500* 41
Diploma level (intake) .. number 5,903 10,484 24,020 307 34,000* 42

Agriculture 
Degree level (intake) . . number 1,060 1,989 4,500 325 6,000 33

Veterinary 
Degree level (intake) .. number 434 1,269 1,300 200 1,550 19

8. Health
8 'I .  Institutions:

Hospitals & dispensaries ’000 numbers 8-6 100 12-6 47 14-6 16
Hospital b e d s .......................... ’000 numbers 113 125 160 42 190 19
Primary Health Units .. number ___ 725 2,800 — 5,000 79
Family Planning Centres .. number — 147 1,797 — 8,197 356

8-2. Personnel;
Medical Colleges (intake) (a) number 2,854 3,655 4,790 68 n.a. ___

Doctors (registered) . .  .. ’000 numbers 59 70 84 42 103 23
Nurses (registered) . .  .. ’000 numbers 17 22 32-5 91 52-5 62
M id w iv e s* * .......................... ’000 numbers 18 27 40 122 70 75
Nurse-dais and dais (registered) ’000 numbers 2-2 6-8 12-0 445 42-0 250
Health assistants and 
sanitary inspectors .. ’000 numbers 3-5 4 7 100 14 100
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♦In addition to this, facilities would be provided in part-time courses 
** Including nurses registered as midwives and auxiliary-nurse midwives 
(a) relatss to oalMdar year
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Strategy of the Third Plan

T H E  PRIM E M IN IST E R

I •

The Prime Minister’s Speech in the Lok Sabha initiating the discussion 
on the Draft Outline o f the Third Five Tear Plan, August 32 , i960

r  I  t h i s  Draft O utline is only an outline, bu t it covers the whole pro
gress of the Ind ian  nation. For me to deal with it in  a brief or 
even a long speech can hardly do justice to it. I  shall, therefore, 

117 to  deal with some m ajor aspects of this Plan, particularly what could 
be called its strategy.

A lthough a great deal of thought has been given to it by the Planning 
Commission, and the Commission has consulted advisers, experts and 
others in this country and from outside, we do not approach this question 
with any sense of finality or w ith any desire to appear rigid in  our 
approach.

T h ere  is, however, certainly some rigidity about the ideals we aim at, 
because there must be some fixity. If  we w ant India to progress, and 
if we want India to be prosperous, and if we want to raise the standards, 
of Ind ia, we want a socialist society in India. T here  is no lack of firmness 
abou t that. W e aim at socialism in  this country. Let there be no doubt 
about it. But we do not aim at any rigid or doctrinaire form of socialism.

So far as this particular P lan is concerned, it flows from and is a 
projection of the Second Plan, which itself came after the First. T h e  
Second Plan was roughly double the First Plan. And the T h ird , again,
5 m uch larger. Most of the objectives m entioned in  this Plan will b e  

found  to be m entioned-in the Second. Therefore, so far as our objec
tives are concerned, they have been consistently placed before this House 
and the public. Very briefly, they are : a rise in the national income of 
over 5 per cent per annum; achievement of self-sufficiency in  food grains, 
and increase agricultural production for industry and export; expansion 
of basic industries like steel, fuel, power and machine-building; utilisation 
of the  manpower resources of the country and expansion of employment 
opportunities; reduction of inequalities in  income and wealth and a more 
even distribution of economic power. All these, in  somewhat different 
language, were m entioned in our Second Plan.

I suppose almost everybody in  this House will agree to these objectives 
and broadly accept the principle of planning. Planning is the exercise 
of intelligence to deal with facts and situations as they are and find a 
way to  solve problems. Everybody plans, and ought to plan, whether h e  
runs a shop or an industry or a p lan t or a State. In  this world today, 
where everything is more and m ore governed by developments of science



and technology, the idea of things happening by themselves, that is, the 
laissez faire theory, is almost considered the verge of absurdity excep t by 
a few who profit greatly under it at the cost of the many. Nobody in this 
House, I trust, stands for the profit of the few at the cost of the many.

T his T h ird  Five Year Plan, in fact, has become for us not some k in d  of 
a book to read but a picture of a vast nation advancing forward in cer
tain pre determined directions to pre determ ined goals. Planning, there
fore, consists in having an objective—not only an immediate objective, 
bu t a more distant objective. You cannot plan only for tomorrow; you 
have to plan for years, and in the case of a nation, you have to p lan  for 
generations. Therefore, planning means perspective planning. A fter 
such long-term planning, you come to p lanning for tomorrow and today.

A country which wants to progress wants to progress in  a hundred  
ways. We have therefore to take into consideration the order of prefe
rence—wliat is first, what is second, and what is third. T here  a re  so 
many things we want to do in India, and we want to  do them 
quickly and passionately. T h e  question of finding the proper way to 
reach a certain goal becomes im portant. Suppose you want to bu ild  
a steel plant. You can buy it, of course; b u t even so you have to train  
the people who have got to ru n  it. Now, experience teaches us th a t the 
affluent society of the West has come into being because of technology, 
because of improvement in techniques of production and distribution, 
plus the technical personnel who can do it. I t should not be thought 
that technical processes are m eant only for industry and not agriculture; 
m odern techniques are m eant for agriculture also.

If we have to do this in a big way, we have to change the whole 
atmosphere in India, in field and factory, and make it amenable to such 
m odern techniques as are suited to Ind ia—I do not say that every m odern 
technique is suited to India. Many people talk  glibly of a steel plant 
or new techniques, but really their minds have not got into the clim ate 
of new techniques; they still live in the climate of ancient usages and 
ancient ways of doing things.

Advance in technology means a general advance in such tra in ing  and 
education as are necessary for the purpose in a widespread way. I t  is 
not a question of pu tting  up a plant here or there; it is a question of 
building up from below a nation used to thinking in terms of technical 
change and technical advance. It becomes a problem  of mass education. 
T h e  countries which had the Industrial Revolution had perforce to go in 
for free and compulsory education; not that they liked it at all. W e like 
it; they did not; they were forced to go in  for it because they could not 
support the structure of industrialisation w ithout mass education.

We have to industrialise our country and introduce new techniques 
both in industry and in  agriculture. W e can do it, in a way, by buying 
machines and technical experience from abroad and asking the experts 
to pu t up the machines and work them here. T his has been the norm al 
method. T h a t is how, for example, the railways came here a hundred  
years ago to change the face of India. T h is  is all right in  the beginning
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stages of a process, bu t if we want to  do it steadily, we have to do it 
ourselves and not always buy from America or Russia either the skills or 
the  machines. W e have to build up the skills and we have to build up 
the  machines here. If we are to industrialise, it is of prim ary importance 
th a t we must have the heavy industries which build machines.

There are some who argue that we must not go in for heavy industry 
b u t for the lighter ones. Of course, we have to have light industries 
also. But it is not possible to industrialise the country rapidly w ithout 
concentrating on the basic industries which produce industrial machines 
which are utilised in industrial development.

I confess that we lost a good deal by not pu tting  up a steel plant under 
the First Five Year Plan. W e did no t have the courage to take that 
burden  then; but if we had shown a little courage, it would have been 
well for us in the Second Plan and now. In  the Second Plan, therefore, 
we were forced to have three new plants, which have been a tre
m endous burden on us. W e have borne it, and of the three plants, 
two are completed and the other is nearing completion. T here are also 
sonae other heavy plants that we have pu t up, particularly the machine- 
bu ild ing plant which is gradually taking shape.

T he beginning of industrialisation really can now be seen in India. 
A num ber of textile mills in Ahm edabad or Bombay or K anpur is not 
industrialisation; it is merely playing with it. I do not object to textile 
mills; we need them; but our idea of industrialisation will be limited, 
cribbed, cabined and confined by thinking of these ordinary textile mills 
an d  calling it industrialisation. Industrialisation produces machines, it 
produces steel, it produces power. T hey are the base. Once you have 
th a t base, it is easy to build. But, for a backward country, even to build 
the base is a difficult task. W e have not finished building the base bu t 
we have put a good part of the base and we can now look forward with 
some confidence to a more rap id  advance which could never have happen
ed without that base, however m uch we m ight have built the smaller 
industries. W e would always have to depend on outside aid. Indeed 
we have had troubles in regard to foreign exchange and they are likely 
to continue. W e can never get rid  of the foreign exchange troubles 
w ithout having heavy industry in  our country. Unless we start from the 
base, we cannot build the th ird  or fourth  storey. W e can advance in 
m inor sectors of the economy, b u t if we do not build  the basic structure, 
it w ill not make any difference to the hundreds of millions of our people. 
T h e  strategy governing planning in  India is to  industrialise, and that 
m eans the basic industries being given the first place.

Having laid great stress on industrialisation, we have to look in the 
d irection of agriculture. W e shall find that this industrial progress 
cannot be made w ithout agricultural advance and progress. T h e  fact 
is th a t the two cannot be separated. They are intimately connected 
because agricultural progress is not possible w ithout industry, w ithout 
tools, without the new methods and techniques. T here is no question 
of giving priority to agriculture. Everyone knows that unless we are 
self-sufficient in agriculture we cannot have the v/herewithal to advance
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in industries. If we have to im port food, then we are doomed so far as 
progress is concerned. W e cannot im port both food and machinery. W e j ust 
cannot get on.

Inevitably, whether it is agriculture or industry, training of personnel 
counts. I t is the trained hum an being that makes a nation—not all Ithe 
machinery in the world. I t is he who makes the machines—not ithe 
machine the man. So we have to have general training and specialised 
technical training. W e cannot live on iron and steel. W e have to p ro 
duce other commodities. For this purpose, we have to encourage, in 
every way, the small and medium industry. I am  glad to say that in spite 
of our concentration on basic industries, small and medium  industries 
are spreading fast in India. T his is of considerable importance.

W e do not pu t forward the D raft O utline as something perfect. W e 
may change it here and there. But in the u ltim ate analysis it is mot 
that that counts. I think the Hon. Members here and most people outsside 
readily accept the strategy of the P lan and even most of the details. B u t 
they criticise its implementation. For instance, they say that the com m u
nity development scheme, very good though it is in  theory, is not in pirac- 
tice functioning as it should. Or, they may ask why agriculture, on w hich 
vast sums of money are being spent, is not showing results or why there  
is delay in  production in  our industries. All these are legitimate c r iti
cisms. But you will find that, broadly speaking, the criticisms re la te  to 
implementation. T h e  real problem  before Ind ia is one of implememta- 
tion and not one of laying down policies. Every m an in India, every 
officer, small or big, must realise that it is a question of im plem entation.

I t  is im portant not merely to lay down policies bu t to have s;atis- 
factory audits of performance. T h e  real th ing is not the spending of 
money bu t what that has produced. In  enforcing this audit of perform 
ance it becomes necessary that responsibility should be given to the person 
who has got to do the job. W e have been struggling for years to d is tri
bute the responsibility and not keep it concentrated and centralised. I t 
is still too greatly concentrated. I t is better to  take risks and face losses 
and  not have this centralisation. In  a rapidly moving scheme, delaiy is 
the most fatal of all evils and it is caused by references from one p)lace 
to  another. In  some measure, no doubt, responsibility is spreading out. 
W e should have people who are held responsible if they do not do certain  
things. We may then punish them, or if they have done the things we may 
praise them. I t is not good enough for us loosely to think that everybody 
is responsible for everything, which means nobody is responsible for 
anything. I am laying stress on this because the fu ture seems to mie to 
be a question of im plem entation above everything else and not a quesstion 
o f policy-making.

T h e  record of the first two Plans, even though sometimes criticised, 
is a fairly remarkable record of achievement. I t did not, in some m atters, 
come up to what we wanted it to be, b u t it is, nevertheless, a very cr'edit- 
able record, whether it is transport, communications, steel, fuel, po>wer, 

scientific and technological research. In  fact the whole of Imdian
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ec(oiiomy has arrived at the threshold of accelerated growth. I t  can grow 
niiuch faster if we keep it pushing. In  a moment like this, if we slacken 
at all we shall lose all the advantage we have gained.

As you know, our population in 1961 would presumably have gone up  
by about 70 millions compared to 1951. W hy has it gone up? Because 
we are a much healthier nation. T h e  expectation of life ten years ago 
wais 32. Today it is 42. T o  raise the level of expectation of life by ten 
years is a big achievement. But it has made a big difference to our 
population figures. Such difference will continue as our society becomes 
healthier and healthier.

Again, the national income over the First and Second Plans has gone 
upi by 42 per cent and the per capita income by 20 per cent. Now, a 
legitim ate query is made : where has this gone ? T o  some extent, of 
course, you can see where it has gone. I address large gatherings in the 
villages and I  o n  see that they aie better fed, better clothed, they build  
brnck houses and they are generally better. Nevertheless, that does not 
apjply to everybody in India. Some people probably have hardly benefited. 
Some people may even be facing various difficulties. T h e  fact remains, 
hoTvever, that this advance in our national income, in our per capita 
income has taken place, and I  th ink  it is desirable and I am sure it will 
m eet with the pleasure of this House tha t we should enquire more deeply 
as to where this has gone and appoint some expert committee to enquire 
in to  how exactly this additional income that has come to the country or 
p e r capita has spread.

We have to avoid and prevent too m uch accumulation of wealth. If, 
a fte r all this additional income, only 5 per cent or 10 pe^ cent of the 
population have benefited by it and 90 per cent have not, that is not a 
good result. W e cannot, of course, even it out. T h a t is not possible. 
B u t it is desirable to make the benefits spread. T here are several ways 
of spreading. You cannot make it spread evenly because hum an beings 
a re  not the sam e; some persons work harder than others. One nation 
wo'rks harder than another and goes further. I t  is only through hard 
woTk that a country progresses, w hether it is America or China, whether 
it iis capitalist, communist or socialist. I regret to say that we in  India 
have not learnt the lesson of hard  work yet. W e complain if holidays 
a re  cut down, although India has m ore holidays than any country in the 
woirld. I t is our misfortune that in this country attem pts are constantly 
maide to hamper, obstruct and create a fog all round which prevents hard 
woirk being done. I  am referring in particular to those who are wrapped 
up in  local troubles, local problems, local quarrels. W hether they represent 
sonne form of provincialism or linguism or communalism or all the other 
‘isnns’, they think in  terms of some narrow  objective which may be good 
in their view but which comes in the way of the larger objective.

See what is happening in Assam. I t  is a deep tragedy in itself, but 
it i s a deeper tragedy that such conflicts should occur at all in this country. 
See the agitation that is going on in the Punjab. I t seems to me quite 
am.a7jng that intelligent people should indulge in these agitations when
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mighty problems face the country. If we are to give in to this k ind  of 
slogan-raising, it will m ean that we are incapable of facing issues faixly 
and  squarely.

T h e  House should realise how much we lose in this Plan by this con
stant diversion of effort, by this bringing up of issues which are secondary 
o r tertiary. W hat m atters is not what the Plan says bu t the whole clim ate 
of thought and activity in the country. If the thought and activities tu rn  
to petty quarrels based on province, language, caste or community, then, 
indeed, we cannot make great progress.

Some people may ask, “W hy such a big p lan? Have a small pla.n.” 
T h ere  are certain m inim um  objectives that we have to reach. There^ is 
no escape from them. As a m atter of fact, there used to be some people 
who criticised our planning on the ground that it was am bitious. 
Hardly anybody says that now. T h e  realisation has gradually come abou t 
that by the compulsion of events and circumstances and our own needs, 
we must plan in a relatively big way. Even the toughest and the m ost 
cautious of people in  the W estern world have come to the conclusion th a t 
our Plan is not ambitious; it is rather on the low side.

T hough from the point of view of the advancement of India the P lan  
is not very big, yet from the point of view of our resources it is big 
undoubtedly, and it requires a tremendous effort on our part to raise 
these resources and to work hard  to achieve our aims. I t  is proposed tJiat 
almost the least that we should have is an advance in  the national incom e 
of five to six per cent per annum. It should not go below five. A nd 
the rate of investment should be stepped up from 11 to 14 per cent. All 
this requires social development. You cannot divorce industrial or ag ri
cultural improvement from the development of education and so on. I t  
is the building up  of m an that is needed. Some people who have no 
social sense at all do happen to possess a very strong sense of m aking 
money and they do make money. But this House should not encourage 
money-making activity at the cost of social sense.

T ake education. I t  is proposed in the Plan to spread out education 
—free and compulsory education—to all boys and girls of the age-group
6 to 11. U nder our Constitution it should have been up  to 14 years and  
it should have been done within the first ten years. But we have b«en 
unable to do that, although the spread of education has been vast.

Many people have criticised our education policy here and their c riti
cism, I think, is justified. O ur schools are not properly equipped and  
our school masters are not properly paid or trained. All these criticisms 
are justified, bu t really the effort we have made and the success that has 
come to it is nevertheless very big. At the present moment, there are, 
I believe, 45 m illion boys and girls in the schools and colleges in Ind ia. 
It is a very large figure. If we could do what we in tend to do in regard  
to education in India, we would have 100 m illion teachers and taugh t in 
India. T h a t is about 25 per cent of the total population. See the stupen
dousness of the p ro b lem : a quarter of the total population being e ither 
teachers or the taught I
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T he question is often asked : you talk about socialism and yet you 
perm it grave inequalities of income ; you want to put a ceiling on land 
holdings and yet you oppose ceiling on urban or other incomes. T here 
is th a t contradiction, of course. But if we try to remove that type of 
contradiction, we pu t a stop in many ways to the type of progress we are 
aim ing at. If you are not prepared to  change completely the whole basis 
of society, you have to leave enough incentive for people to work. You 
can, by taxation, etc., reduce disparities. But enforcing ceiling on urban 
incomes may well result in a slowing down of the process of development 
an d  it is of the utmost importance tha t this process of development and 
production should not come down. After all, production comes first, 
before any kind of equalisation or division. T here  is no point in having 
an equal measure of poverty for all.

Take the much-talked-of private sector and public sector. Obviously, 
most persons who believe in a socialist pattern  must believe in the public 
sector growing all the time. But it does not necessarily m ean that the 
private sector is eliminated even at a m uch later stage. I am not a pro
p h et to say what will happen twenty, thirty  or forty years later. But 
1 can  well imagine the private sector functioning, although, naturally, in 
lim ited ways. It does not seem to me necessary that every little  shop should 
be a public sector shop, or that every patch of land should be publicly 
owned.

In  regard to the private sector and the public sector, I think the 
criteria  should be basically two. O ne is to have as much production as 
possible through all the means at our disposal and the second is prevention 
of accumulation of wealth and economic power in individual hands. If 
I  have only the first one, it may lead subsequently to unsocial, undesirable 
a n d  harm ful consequences. Therefore, we must aim right from the begin
n in g  and all the time at the prevention of this accumulation of wealth 
an d  economic power. I do not m ind how much the private sector spreads 
ou t. I want it to spread, subject always to prevention of monopoly. W hy ? 
Because, apart from other reasons, your Constitution says that there should 
be no monopolies and accumulation.

But to draw the line may be sometimes difficult. One has to judge 
each case, but the two broad facts must be remembered. If, by any step 
th a t we take, production goes down, then we are cutting at the root of our 
advance and progress. If, on the o ther hand, private monopolies are 
b u ilt up, then we are encouraging a process which will come in our way 
badly and be harm ful now and later. I t  will take us away very far from any 
k in d  of progress towards socialism. In  other words, we must encourage 
production, and at the same time, the social motive. Incentives are neces
sary; I agree. But there are many types of incentives, some incentives 
th a t are good to society, and some that are bad to society. T h e  acqui
sitive society, a society in which the main incentive is acquisitiveness, is 
getting  out of date everywhere. I do not want to encourage acquisitive
ness in India beyond a certain measure which perhaps many of us have 
to  have in our lives and in nur activities.
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O ur whole object in  the T h ird  P lan is to arrive at a stage when we 
do not depend upon outside countries for any kind of help, whether finan
cial or mechanical. T h a t is what is called, broadly speaking, the take-cfE 
stage. But even at this stage, one would have to depend somewhat on 
supplies from outside, whether they are machines or financial help  by 
way of loans or credits.

Every country trying to industrialise fairly rapidly has to depend  on 
outside help. Every country has done so. Every country in  E urope or 
America has had to do so in the past. I t is difficult for me to say vrhat 
measure of outside help we can get. W e are grateful for the help  we 
have got from various countries, from the USA most of all, from the 
Soviet U nion a good deal and from a num ber of other countries. T hey  
have been generous. I t  is not for me to com plain that the loan or credit 
they have given us has fallen short of our expectations, because our ex
pectations are very vague at the present juncture. But it is loans and 
credits tha t we want, no t charity. All I  can say now is th a t the prospccts 
arc fairly good.

But what is more im portant is what we have to do in our own country 
—our domestic resources. T hey are going to place a very heavy strain  
on us. T here is no escape from it and we have to face it, whether i t  is 
heavier taxation, public loans or savings.

In  all these matters, the question of price policy comes up. I t  is an 
exceedingly difficult question and an exceedingly im portant one. I t  is 
not a party matter. In  fact, in  the whole Plan, our approach is n o t a 
party approach, except in so far as you m ight say that we are com m itted 
to a policy aiming at a socialist pattern  and socialism.

I t  goes without saying that it is of the utm ost im portance that prices 
should be under control. I t is true that in  a. dfveloping economy there 
is bound to be inflation. In  fact, some inflation is good; it is itself a sign 
of development. We need not be frightened by that. But if it goes 
beyond that measure, then it is obviously harm ful. More especially, when 
the essential requirem ents of the masses of people are concerned. Hence 
the question of having a price policy which controls the prices. I am not 
going to give any assurance of a definite price policy now. T his m atter 
is being given attention, and I hope it will come up in  this House in 
various ways. But a price policy is not separate from the rest of economic 
activity. It cannot be separate from fiscal or monetary or commercial 
policy, and it m ight well involve controls. In  certain essential articles, 
if necessary, it may involve all kinds of approaches including controls. 
W hat articles should be so controlled is a different matter.

T h e  prices of luxury articles going up does not make very m uch diffe
rence, bu t price rise in  essential goods does. T h e  question of control of 
prices really applies to the essential commodities. So that, even if we have 
to take some particular measures, they will be directed ra ther to the those 
articles than to the many. In  other words, a k ind  of selective control may 
become nesessary.
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«
Now I should like to say a few words about community development. 

I have attached great importance to it and  often praised it, not its working 
everywhere bu t the whole conception. I have no doubt that in spite of 
all that has happened, and our num erous slips, the community develop
m ent scheme has changed and is changing the face of ru ra l India. And 
th a t is more im portant in the final analysis than any num ber of factories. 
M ore particularly, recent developments in the direction of giving more 
power to Panchayats—what is called Panchayati R aj—I feel, is going to 
m ake a revolutionary change. I  should like this House to appreciate 
it, because it is a very im portant p a rt of our Plan, especially in regard 
to the rural areas and agricultural production.

T h ere  is then the question of co-operatives. For some odd reason the 
w ord “co-operative” rather frightens some people. I  have tried in all 
hum ility  to understand the other person’s point of view, and to some 
externt I succeed in it. People sometimes accuse me of looking at things 
from  both points of v iew ! I have tried  hard  to understand the viewpoint 
of those people who have started expressing themselves in pain and sorrow 
abou t the co-operatives. W hen co-operative farm ing is m entioned the 
p a in  becomes intense. I have not been able to understand this in  spite 
of every effort. Co-operatives are the one and only way for agriculture in 
Ind ia. T here is no other way. T his we clearly understand. And this 
is n o t my saying—every person who has studied agriculture in India has 
said that for the last generation or more. But the vested interests are so 
great and the mental outlook is so lim ited that this is not appreciated.

Co-operative farming, or jo in t farming, is the right m ethod for Indian 
agriculture. I t may not be the right m ethod or the necessary m ethod 
when the holdings are big. W here each person has 100 or 200 acres of 
lan d  it is not so necessary. But where, as in  India, the holdings are 
territorially  small, we are driven to it, whatever your policies or convic
tions m ight be.

I t  has been said that this leads to something terrible—communism. 
If th e  logic of thinking of some people is governed by such ghosts and 
hobgoblins it is difficult to reason w ith them. Communism has nothing 
to do  with this. W hether communism may be good or bad, you can 
argue. But to bring in this kind of thing and confuse the issue seems 
to m e quite amusing. If you say : “You m ust not do this by compulsion”, 
I agree; although, remember, there are a hundred  and one things in a 
state which are done by compulsion. T axation  is compulsion; if we have 
controls it will be compulsion. You are compelled to go by the left of 
the road and not by the right. T h a t is the compulsion of the rules of 
the Toad. In  an organised state, there are so many rules and regulations 
w hich you have to follow or pay the penalty for not following them. 
But, so far as this m atter is concerned, I do not believe in compulsion, 
because of certain social aspects, because it will not produce results, 
because, fundamentally, I do not like compulsion in this m atter as far as 
possible.

B ut the idea of jo in t co-operative farm ing is definitely a higher social 
form  in agriculture, just as the social approach in  industry is better than
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the narrow acquisitive approach. You may say : “T he people are not
good enough for i t ; therefore we cannot do it”. But try to im prove the 
people. Anyhow, the co-operative method is essential for our ru ral areas. 
But, a t the moment, we are not laying stress on co-operative fann ing . 
W e are concentrating on service co-operatives and where people are 
willing we can have voluntary jo in t farming. W e do not come in  the 
way of people who want to do i t ; we encourage them. We d o  th a t 
because I think that is the highest form of effort.

I should like to say a word about land reforms. We, or ra th e r our 
States, have been slow in the matter. T his has been harm ful to us and 
to  production. Fortunately, we are gradually ending the first phase of 
land reforms.

I should again like to repeat that the Planning Commission o r the 
Government of India do not regard themselves as being in possession of 
the ultim ate wisdom. But they have given a great deal of thought and 
produced whal they consider good for the counlry. T hey invite friendly 
consideration, and even unfriendly consideration, provided it is in telligent, 
so that we might improve it before finalising it. W e are living in  a 
changing world. See what is happening in Africa and what is happening  
everywhere else. W e dare not slow down or slacken. I am not referring  
to our own internal problems of the frontier. T hey  are there, b u t the  
world problems are such that we have to work hard  and we have to  see 
our problems in the context of this changing world.
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II
The Prime Minister's Speech in the liajya Sabha in the course o f the debate on the Draft Outline

I PRESENT to this House the Draft O utline of tlie T h ird  Five Year 
Plan. T he T h ird  Plan is a growth out of the first two Plans, out 
of the last ten years’ effort in India. I t  was ten years ago that 

we made a deliberate attem pt to plan, or to reorganise the economic life 
of our country. T h e  First Plan, a relatively small one, was a planless 
Plan, because we did not have the necessary data. But the Second P lan 
became a much more organised effort. We have had the experience, bo th  
by our success and by our lack of success. W e have had much m ore data 
and statistics, and perhaps we have also been educated in the process to 
some extent

And so out of the First and the Second Plans has grown the T h ird  
Plan. T he thinking on it is not confined to the half a clozen or so m em 
bers of the Planning Commission. Numerous people have taken p a r t in  
it. Many panels, many organisations, many experts, economists and statis
ticians, trade union people, business men and others have been consulted 
by us. We have also had the advantage of consulting many em inent 
foreign experts from a variety of countries. T hey  come to us not only 
because we invite them for our own advantage, bu t because they



themselves and their countries are fascinated by planning in  India, which 
is going to affect 400 m illion people.

O u t of this earnest, continuous, persistent and combined thought, this 
P lan  has emerged. T h at, of course, does not mean that it is a perfect 
Plark. Just as it is a continuation of the first two Plans, the T h ird  Plan 
again  is but a step in the process which will lead to the Fourth Plan and 
the F ifth  Plan and so on.

Looking back over the last ten years, with their successes and failures, 
and at the future and how we hope to achieve our objectives, we begin 
to th ink  in terms of a long perspective, 15 years or 20 years or 25 years. 
In  build ing up  the country, we cannot have bits here and there, but have 
some kind of picture of the whole as it is going to be. W e must have 
some objectives clearly in view and some kind of strategy which will help 
us to  realise the objectives.

However much on paper you decide to do a thing or not to do it, it 
is th e  400 million people of India who will give the final answer. Nobody, 
no t even the greatest autocrat or tyrant, can force vast num bers of people 
to d o  this or that. For us, with a democratic apparatus of government, 
the question of inducing and enlisting the co-operation of the public at 
large is more essential. No government, however good it may be, can 
undertake these vast social movements w ithout a very great deal of public 
response and help.

Sometimes the very essence of planning is challenged and the poor 
Planning Commission, it is said, is a fifth wheel in  the coach, coming in 
the way of Government, of the M inistries and the rest. Some people call 
it a super-Cabinet and a s k : W hat is it  doing there ?

Now, all those who think so have not, I am afraid, really grasped what 
this is all about. T hey have not grasped that planning is an essential 

.th ing  today in every country, even in those countries which have what is 
kalled  free enterprise, although the p lanning there may be different. A 
country situated as India is, as any m ore or less underdeveloped country 
is, cannot move ahead w ithout hard  planning and hard work. I t cannot 
be left to the advocates of free enterprise. I t is a m atter of continual 
astonishment that we should have in this country relics and museum 
pieces of the past, mentally speaking. I cannot understand it; not even 
can m en in America or EngV  ̂nd, which are capitalist countries, understand 
It. Even they realise ti.e necessity for planning in India, more or less 
in  the  ways that we rae doing it, bu t some people here, isolated from any 
m odern thought and m odern developments, and perhaps living in the 
circle of stock exchanges and imagining that that is the world, think that 
p lanning  is bad and that it takes away one’s freedom. Freedom for what? 
Freedom  to exploit? Freedom to make vast sums of money? Freedom to 
create monopolies? If that is so, I say we are in tent on taking away this 
freedom  to exploit others. I hope the time will come when even the 
existing freedom of exploitation will be strictly limited. In  fact, one of 
!the aims of planning is to do that, and I quite appreciate what was said
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yesterday in some of the speeches: that in our planning we have not p ro 
ceeded far enough in  that direction. I hope we will.

T h e  Planning Commission is not a Cabinet, much less a super-Cabinet. 
T h e  Planning Commission has no executive functions. I t  h as  certain 
advisory functions, very im portant ones perhaps. I t  m ight be w orthwhile 
to rem ind this House of what these functions are. I t  is alm ost cxactly 
ten years ago that the Government of India issued the R esolution about 
the Planning Commission. I t  s a id :

T h e  Planning Commission will
(1) make an assessment of the m aterial, capital and hum ^n re

sources of the country, including technical personnel and  inves
tigate the possibilities of augm enting such of these resources 
as are found to be deficient in relation to the nation’s require
ment;

(2) formulate a Plan for the most effective and planned utilisation 
of the country’s resources;

(3) on a determ ination of priorities, define the stages in  which 
the Plan should be carried out and propose the a llo c a tio n  of 
resources for the due completion of each stage;

(4) indicate the factors which are tending to re tard  economic deve
lopment and determ ine the conditions which, in  view of the 
current social and political situation, should be established for 
the successful execution of the Plan;

(5) determ ine the nature of the machinery which may be necessary 
for securing the successful im plem entation of each stage of the 
Plan in  all its aspects;

(6) appraise from time to time the progress achieved in  the  execu
tion of each stage of the Plan and recommend the adjustm ents
of policy and measures that such appraisal may show to be
necessary; and

(7) make such interim  or ancillary recommendations as appear to 
it to be appropriate for facilitating the discharge of the duties 
assigned to it or on a consideration of the prevailing economic 
conditions, current policies, measures and developm ent pro
grammes or on an examination of such specific problem s as 
may be referred to it for advice bv the Central or State Govern
ments.

T his is fairly comprehensive bu t essentially it i; advisory in  nature. 
T h e  advice in such circumstances may be very impor:.^nt and  such as
cannot be bypassed. T h a t is a different m atter. But it advises the  Cen
tral Government and the State Governments. I t  has to appraise the 
results and look at the im plementation. I t has to see what is being done 
about the performance and not merely to advise and forget. Perhap* the 
P lanning Commission has not done that adequately in the past. It has 
to appraise from time to time the progress achieved in the execution of
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each stage. This is of the highest importance. We have often talked 
about how much money has been spent or why it has not been spent. I t 
has always struck me that we are looking at things in a very imperfect 
way; the question is what has been done, not how much money has been 
spent. Maybe the quantum  of money spent is an indication of what ought 
to hsive been done, or might have been done, bu t the real thing is what 
actually has been done. This business of appraisal is therefore of the 
utmost importance. N aturally it is a business which the State Govern
m ents and the Central Government should take up, and to some extent 
they do it; but the Planning Commission, with its all-India outlook, is 
best placed to look into it and to advise and report as to what is being 
done.

W hen we plan, we have obviously to be clear as to what we are aiming 
at, our objective. We cannot plan in the air. We have laid down our 
objectives, not always very precisely b u t certainly sufficiently clearly to 
guide our path. W e may say we w ant higher standards of living- tor 
everybody. We may say we want to pu t an end to exploitation of indivi- 
duahi or groups by other individuals or groups. W e may say that every 
person must have the opportunity to lead a good life, to have the primary 
necessities of life.

All this put together leads us to the conclusion that we want a socialist 
structure of society—socialist in the widest sense of the world—and that the 
principal means of production should be owned by the State or by the 
people. W here the principal means of production are in private hands, 
they may lead to private exploitation, to private monopoly and the like. 
T h a t is why we are opposed to it, and indeed our Constitution has laid 
it down that monopolies should not be encouraged. It is of the utmost 
im portance that concentration of wealth and concentration of economic 
power should not be encouraged and should be actively discouraged.

T h ere  are other factors of great im portance outside the accumulation 
jor distribution of wealth : m oral and ethical factors. For the moment 
^hey do not come into the picture in the direct sense, although indirectly 
they are very im portant.

W hen I say I believe in socialism, it is not only because I think it is 
the best way to solve our problems but because it is an ethical, moral way. 
I believe that a society which is entirely an acquisitive society is an 
im m oral society. Such societies may have functioned and succeeded in 
the last hundred years for a variety of reasons. T h e  countries that suc
ceeded had colonies, the world to exploit, and they managed to get away 
with it. We do not have the world to exploit, even if we want to. We 
have to function in the lim ited sphere of India, though it is itself big 
enough. I am quite sure that the whole Indian  genius attaches certain 
m oral or ethical values to the political or economic structure. Therefore 
w hen we talk about a socialistic pattern  of society, it is not some artificial 
th ing  which we create. I t has a basis deep down in our minds and 
hearts, and we seek it with passion. W e have believed in it and we are 
likely to continue to believe in it and to  work for it. But it is true that
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frustration often comes to us because we cannot im plem ent our desires 
as we want to. But we have to deal w ith age-old practices, ways of 
thought, ways of action. W e have got to get out of many of these tradi
tional ways of thinking, traditional ways of acting, traditional ways of 
production, traditional ways of distribution and traditional ways o f con
sumption. We have got to get out of all that into what m ight be calletl 
more m odern ways of doing so. W hat is society in the so-called advanced 
countries like today? It is a scientific and technological society. I t  em
ploys new techniques, whether it is in  the farm  or in  the factory or in 
transport. T he test of a country’s advance is how far it is utilising m odern 
techniques. M odern technique is not a m atter of just getting a tool and 
using it. Modern technique follows m odern thinking. You can ’t get 
hold of a m odern tool and have an ancient mind. I t won’t work. We 
have 400 million people in India, very fine people, very capable people, 
very intelligent people, bu t people who have functioned for ages past 
in  certain ruts of thought and action. T ake our peasant; it is a m atter 
of amazement and shame to me that any peasant should go about today 
with a plough which was used in Vedic times. T here has been no change 
since then. I t should have been a museum piece; yet the fact is, it is 
there. I t astonishes me.

T o  put it simply, if we want to solve the problem  of providing enough 
wealth for a satisfactory living for all our people, we cannot do it w ithout 
applying modern techniques and science. T h a t must be recognised. If 
we have to apply m odern techniques, then we have to build  up those 
techniques. I t is no good buying a few machines from abroad or buying 
a few text-books from abroad and putting up some factory o r the other. 
W e have to develop in India a technologically m ature civilisation or 
culture.

I do not say that is enough; and we have to adapt it to  many things 
which we value in our history, culture and thinking. For a society merely 
to be technologically m ature and nothing else may well be fatal like 
the atom bomb which may kill the world. Something besides atom ic 
energy and the hydrogen bomb may be needed for the world to survive 
and go in the right direction. So also we, desiring a technologically 
m ature civilisation, also need many other things. Otherwise technology 
may lead to evil results. For the moment, however, I am talking about 
basic technology and we have to develop in  the direction.

Everyone demands that we be industrialised. T h en  some people say 
our agriculture should be given greater pre-eminence. Of course agri
culture is of the greatest importance to us and everything th a t we can do 
in  agriculture must be done.

But I do not think it is righ t to th ink of industry and agriculture as 
if they were in  separate watertight compartments. T hey are intim ately 
allied. T here can be no progress in agriculture w ithout progress in 
industry, w ithout progress in tools, w ithout the hab it of th inking in terms 
of better techniques for the agriculturists. It is not merely a question 
of throwing in a lot of fertiliser and getting a good crop. If  you do so, 
you get a good crop, no doubt, bu t you stop there. You may miss the
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next step. Even today our agriculturists demand more and more iron 
and steel. We have got them now and we can supply as much as the 
agriculturist wants, so that he can have the tools he wants. As things are, 
greater agricultural production is o£ vital importance and we must do 
everything in our power to achieve it. But how will we get greater pro
duction? We all know : better implements, better ploughs, better seeds, 
m ore irrigation, more fertiliser, m ore m anure, etc. etc. Everybody knows 
w hat has to be done and where it has been done. Yet, when you spell 
it out, the problem becomes big, for there are 60 million farming families 
in India. I t is not a question of lack of resources; you have to train up 
60 million families, and prepare them  mentally to do the job as they 
should. T h at is the problem.

I t  was with this object in view—to change the atmosphere of the rural 
areas—that we started the community development movement a number 
of years ago. I think it did a great deal of good but I must confess that 
after a while it seemed to  lose its shine and get into a ru t, like everything 
else. Unless one is constantly awake, things get into a ru t; things get 
officialised; things get tied up with bureaucracy. I am not using the word 
‘bureaucracy’ in a bad sense, because in socialism you have plenty of 
bureaucracy; you won’t escape it. Some people are more equal than 
others. So the community development movement became rather slow- 
moving, though not static. Oddly enough, the very enthusiasm of the 
officials in charge of it produced a good effect on the one hand and a bad 
effect on the other, because they tried to do everything themselves and 
the community waited for them to do it. T his is not our objective. We 
w ant the community to do it. I t is easy for us to criticise the movement, 
and our criticisms are often justified. I think the community develop
m ent movement has done wonderful work, and it will continue to do 
that work. Looking at the whole picture and thinking of the vast pro
blem  of moving hundreds of millions of people out of the ru t of their 
thought and action, I think it has done fine work. Nevertheless, it began 
to slow down in its creative energy and creative impulse. T h a t is the 
position we have had to face in the last year or two. T hen  came the 
stress on two or three things, leading to what is called by ‘ciemocratic de
centralisation’. I t is almost a test. A lthough we have always talked about 
Panchayati Raj, it had no particular meaning. But the content of it now 
is to throw the burden on the Panchayats, to give them resources, to give 
them  authority, and to tell them  to go to God or to the Devil, as they 
choose. It is always essential in such m atters to  have the liberty to go to 
the Devil, because if you do not give that liberty, the fellow does not go 
to God either. He does not do anything. Therefore, it is essential to 
give them power and authority, even taking the risk that they will misuse 
it. Only that way can they learn. Now, I cannot say we have had too 
m uch experience of this. Certainly we have some experience, and some 
good experience in two or three States, notably R ajasthan and Andhra 
Pradesh. Panchayati Raj is coming also in M adras and in several other 
States.

I have no doubt that this experim ent, this new change, this Panchayati 
Raj, taken together with some other things, is a revolutionary change in
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India. I t  has changed, it is changing and it will change the whole tex ture 
of our society, of our thinking, of our acting. I t  is an exciting th in g  to 
sit among the Panchas and Sarpanchas who have been charged with this 
work, and listen to their questions and criticisms. You see a m ind at work, 
a m ind grappling with new problems, a m ind which had never thought 
that there was any problem  except to go to the big Sarkar or the big 
‘Lat-Saheb’ for everything. Now he knows that he has to do it. He does 
not ru n  up to others. H e does not ru n  up even to the M inister o r the 
Deputy Commissioner. Once or twice he tried to do so. He was to ld : 
“Why do you come to me? You can do it.” H e went back knowing that 
he had to do it. T his is an enormous change, and it is coming over 
hundreds of millions of people. It is the biggest revolution you can 
imagine and it is a peaceful revolution. And it is more im portant from  
the po int of view of food production than all the fertilisers that you can 
give. If you can give them fertilisers, by all means do so, but the m ain 
thing is this awareness and receptiveness on the part of the farm er that 
is coming about. I t is a thing which nobody who goes to him  can miss, 
not even the foreigner who comes here. Looking at the work we do and 
the reports they have written, they were surprised at this new receptiveness 
of the Indian fanner. I t  is a basic change and I would like particularly 
to draw the attention of the House to this active, receptive m ind, because 
out of that comes any change-over to better techniques.

T h in k  of the exhibition last year, the W orld Agricultural Fair. T ens 
of thousands of farmers came here and it was a pleasure to me that m any 
of them came to my house. I do not know how many came, b u t thousands 
of them  came to me every morning. They were not too much interested 
in  the big machines—they are beyond their comprehension—but in  the 
small things which they could use, and they asked questions about them. 
T hey wanted to understand them. They told me about them. I t  vras 
really a most exciting thing to talk to them. Normally to  talk to a 
peasant is not exciting, because if I may say so, he is ra ther dull. But 
there was this element of excitement about their talk which they con
veyed to me. T here  was, I think, an interesting public opinion survey 
of those who came here—not all the thousands, bu t a sufficient num ber 
of them. I t  is a very close survey into how the m entality of the peasant 
in  India is changing. Of course, there is no doubt that the people who 
came here represented rather the higher type of peasant. T h a t is true 
of the 20,000 or 30,000 who came here. Still, this basic change is taking 
place. T his is im portant from the point of view ,of food production, to 
which we are diverting all our thinking and trying to utilise better 
techniques.

Looking back over these ten years—I shall be frank w ith this House— 
I  feel disappointed in many ways, and the disappointm ent comes for a 
variety of reasons, many of these reasons being not directly connected with 
planning. They are extraneous to planning bu t affect our work. Pro
vincialism, casteism, linguism and what not come in the way of plannm g 
and break up a united approach. And yet I do not feel dejected because 
the picture that one sees as a whole, in spite of these troubles, is of a 
nation  and people throbbing with activity, moving forward, m aking
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mistakes, stumbling, falling, getting up  and moving forw ard w hether it 
is in agriculture or whether it is in industry.

I have just said something about agriculture. Industry has made m uch 
more spectacular advance and I use the word ‘spectacular’ advisedly. I t 
is not a solid advance, but it is a very big advance. O n the one side, 
we see that a firm foundation of heavy industry has been bu ilt up, on 
which fu ture progress so m uch depends. On the other side, innum erable 
small industries are growing up everywhere. You can feel the air throb
bing with industrial activity. T h e  indices of production are extraordi
narily encouraging. They are no t quite satisfactory as far as food is con
cerned; yet they show very considerable progress. T here  is another aspect 
of these statistics which has ra ther forcibly come before me in recent weeks. 
It is now almost universally recognised that our statistics are always 
understatements. They are on the side of understating the position. We 
have two sets of statistics for food. T hey are both scientific approaches. 
They differ so m uch that I  dare not tell the House how m uch they differ ! 
But take industrial statistics. Even now statisticians move in the old ruts. 
The indices of production are based on jute, cotton, maybe tea -th in g s 
on the export of which ive have lived all these long years. All this 
tremendous expansion of small industries is almost left out, because it is 
unorganised and no figures are available. You can see the progress, but 
it does not translate itself into statistics. Experienced people who look 
at this picture have come to the conclusion that our statistics are gross 
understatements of what is being done in  India. I hope our statisticians 
will widen their vision and look round a little more and not live in  an 
atmosphere of jute and cotton and tea only. W e talk about exports, bu t 
it »eems to be difficult to move out of that circle of cotton and ju te  and 
tea. But the fact is that we must get out of that ru t and explore new 
avenues, as we are doing in  fact about engineering goods and the re s t-----

Everyone can judge for himself by seeing what the people look like, 
village crowds or city crowds. They are better fed, they are better clad, 
they look better. See the vast num ber of people who travel by bus, by 
truck and by railway. All these are signs of growth, and of economic 
prosperity, and you see them  everywhere. Of course this does not mean 
that everybody is sharing in  it. Large num bers of people have not shared 
in it and live w ithout the prim ary necessities of life. O n the o ther side 
you see a small group of really affluent people. T hey have established 
an affluent society for themselves anyhow, though India as a whole may 
be far from it. Examine the recent company floatations. I t is an asto- 
nijhing thing. Imagine a company is floated. T h e  capital required, let 
us say, is Rs. 1 crore. But twenty crores of rupees roll in. One case 
I remember where the capital was about Rs. 1 crore 65 lakhs. T h e  appli
cations were for Rs. 8 crore. In  these company floatations you see the 
state of the money m arket and the am ount of money that is in  the country. 
True the money is in a lim ited num ber of hands bu t not so very lim ited 
after all. A part from the members of the narrow affluent society in India, 
there are others today below that scale bu t in  the well-to-do class. These 
are much larger in numbers than  previously. T ake shops. Everywhere
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they are full of goods and full of purchasers. All these are signs o f eco
nomic activity and prosperity—not shared by all, I am prepared to adm it. 
T his picture may be lop-sided. I think the new wealth is flowing in  a 
particular direction and not spreading out properly. T o  some exten t that 
is inevitable in a growing economy. But in order to prevent it one has 
to take measures. Normally, if you leave things to themselves, w ealth 
grows into more wealth. “Unto those that have more shall be given” 
—that is the law if you leave things to themselves. And that is th e  law 
in which some of our friends believe who do not like any planning or 
any countervailing measures, and they consider it the right of the  free 
man to get his wealth. W ealth has spread out much more than  pre
viously, but it still flows more in a certain direction, and a large s-ection 
of the population has not profited by this increase of wealth. T h a t is a 
m atter to be looked into and, as you know, we have suggested some kind 
of enquiry. As my colleague said, it will not be a witch-hunt of indivi
duals but it is ra ther to see in what tendencies and directions wealth is 
flowing and how we can check it and prevent monopolies from arising.

In  spite of all the troubles and difficulties, in  spite of the distress of 
many of our people, the general picture is one of a very great increase 
in economic activity. T here is also the fact that a solid foundation of 
heavy industry has been built up. I attach importance to it because w ith
ou t heavy industry there can be no real industrial growth.

T h a t again brings up to the question of strategies. An honoured 
Member in the other House asked, “W hy don’t you just sit down and 
rest?” He was referring generally to planning. He asked, “W hy not 
stabilise? Why not just let the country take it easy?” T hat, if 1 m ay say 
so with all respect, is not thinking on practical lines. T here is no  rest. 
Dynamic forces are at work. You are riding a tiger. You cannot get 
down. You will be swallowed by it if you get down and rest. T here  is no 
rest and you have ever to go faster and faster, not slower, because other 
things do not rest. Your population does not rest; it goes on increasing. 
You have therefore to think in terms of an ever more rapid pace of 
growth. Five per cent, we have said. T h a t may be big or small, depend
ing upon how you look at it. But it is the least. O ur population goes 
up  at the rate of 2 per cent. If you advance by 2 per cent only, it means 
that you remain where you are. T h a t is, you work hard  and produce 2 
per cent more, b u t still remain where you are. You have to give some 
benefits to those who lack them, and you m ust have money for fu ture 
progress, for investment, etc. So 5 per cent is the very m inimum required 
by us.

T o  come back to this business of strategy. If you have to industrialise, 
you want new tools, new techniques, new machines. You cannot depend 
upon foreign countries for all these. T he foreign exchange component 
and everything else will always remain like that. You can make rapid 
progress only when you have built up  a strong foundation of heavy indus
try. I t  means the machine-making industry, the iron and steel industry, 
the chemical industry, coal, transport, etc. T h e  sooner you build it up, 
the sooner you get free of this dependence on others. If you do not'
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builcH t up, it does not m atter what you do, you will always be dependent. 
Therefore, the test of a country’s advance in industrialisation is heavy 
industry, not the small industries that may be pu t up. T h a t does not 
m ean that small industries should be ignored. They are highly im portant 
in  themselves for production and for employment. And in fact, I think 
small industries are going up with rem arkable speed in India. Go to 
Punjab  or go to the South or go to other places. It is most heartening 
to see this tremendous activity in the small industry field. Nevertheless, 
the basic thing is heavy industry. Therefore, our strategy requires us 
to concentrate on iron and steel, concentrate on machine-building, con
centrate on electricals, power and coal and other things which are the basis 
of m odern growth. Some of the captains of industry in our country ask, 
“W hy do you want more and more steel in this country? You will not be 
able to absorb it, and it will be too much of a burden.” Now that is an 
extraordinary argument because, I say, it does not m atter how much steel 
you produce—three times, ten times, fifty times—you will always find a use 
for it. I t do^s not m atter how much power you produce; you will always 
find for it in India with her growing economy. T o  say that we may not 
find use for the steel that we shall produce is to look at things in a most 
restricted and limited way, not realising the dynamics of social growth 
today. W e had a steel plant in India pu t up by one very great Indian, 
T a ta , a little over fifty years ago. He had vision, he looked ahead. And 
yet, for fifty years after that plant, we had no capacity to set up another 
plant. W e relied on America or Germany or some other country. T h at 
way industrialism cannot grow. W e had a magnificent p lant at Jam shed
pur which had no offspring. If we wanted another plant, where had we 
to go ? T o  Germany, England, Russia or America. We are dependent all 
the time on others. W e hope that this process of dependence will end in 
five o r ten years. I t is not enough if we merely make spindles or small 
things here. T he test of a country lies in  its making a steel plant. W hen 
it can do that, it can make everything else.

Look at it from another point of view. Everyone realises, or should 
■•ealise, that defence today is mainly a question of progress in defence 
science and defence industry. W ithout them, we shall be weak. T h at 
brings us back again to heavy industry. I t is the base of defence. And 
yet people ask, “W hy do you have heavy industry? I t does not yield 
quick dividends. I t takes a long time. I t absorbs money.” But our 
strategy of industrialisation will con tinue. . . .

T h en  we come to the economic consequence of prices. W e must be 
in  a position to control prices of the basic necessaries of life. I would like 
to add, however, that while we talk so much of inflationary pressures in 
this country, even now we are m uch better off than most of the countries 
of the world. Outsiders who have come here are rather surprised at the 
lack of inflation here.

I think someone m entioned State trading, in food grains specially. I 
th ink  we must progressively investigate more and more avenues of State 
trading. T here has been some State trading in food grains, bu t broadly 
speaking, we have not succeeded in doing what we intended to do, partly
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for lack of apparatus and partly because we asked the very people to do  it 
who were opposed to it—the small shopkeepers and others. I th ink  v.'e 
shall get over the difficulties. T he development of the co-operative m ove
m ent will facilitate the whole process of distribution. '

Some doubt was expressed as to our broad industrial policy. I should 
like to say that we adhere firmly to that policy. In  certain m atters it 
may appear that we have perhaps relaxed. For example, we are criticised 
for allowing private firms to pu t up a fertiliser plant. Yes, we are g;oing 
to allow them, for the simple reason that we w ant as much fertiliser as 
possible. We are putting  up  our own public sector plants, to the lim it 
of our capacity. And we thought it better to have more fertiliser even 
a t  the expense of some relaxation than be rigidly orthodox about it.

5 2  PROBLEMS IN  THE THIRD PLAN



Realisation of Objectives

T H E  PLA N N IN G  M IN ISTER  

I

Th Planning Minister’s Speech while moving a resolution in the Rajya Sabha for the discussitn o f 
the Draft Outline of the Third Plan, September 6, i960

I N  considering the proposals pu t forward in  the D raft O utline, we have 
before us two broad questions: Is the Plan, as proposed, sound? And 
do conditions exist or are they being created to ensure the successful 

im plem entation of the Plan?
I t  is relevant in this context that we must assess the experience of the 

last decade, the decade of planned development in the country, draw 
proper lessons from it and shape our future course in the light of that 
experience. There are in that assessment two aspects, one of which looms 
very large in ilie eyes of some, since there are shortcomings, targets not 
fully realised here and there, lack of success at certain points, etc. T he 
other, more dom inant, feature of the picture is the striking advances made 
in a number of directions. If you see the picture in  its true proportions, 
the impression created is one of very great advance during these years.

I t  m ight be said that whatever this progress, so far as the mass of the 
people in the country are concerned, there are no visible signs of any 
m arked improvement, and of rise in their standard of living. It may 
be that, considering the vast needs, the advance that has occurred has 
not made a strong impression. But I  should like to submit that the very 
considerable progress that has been achieved would not have been attained 
had it not been for the decision taken ten years ago to adopt the tech- 
biques of planning for the purposes of our development programmes.

P lanning naturally means that things will not take their ordinary 
course, that we will try to step up investment and raise the tempo of 
development to the highest attainable level. Therefore, planning does not 
become easy. It has its difficulties, its problems and its shortcomings. 
Of course rewards follow.

In  evaluating the experience of the last ten years, we must take into 
consideration the conditions which have prevailed in the country during 
this period which naturally have determ ined the rate of progress and 
which also have been responsible for such difficulties or disappointments 
as have been caused. T he first and most im portant thing i s : what was 
the starting point? W hen we initiated planning, what was the stage of 
the country? W hat was the stage of development or under-development? 
Considering the national income per capita in this country and the in ter
national comparisons .tha t are available, this country stood among the 
lowest in this respect. IL is not only that it was at a very low level but



also there was no evidence that it was catching up  with the increase in 
population. T h a t is, the trend was downwards. I t  was not stagnation 
bu t deterioration. So our planning effort had this downward pull to facc 
which initially had to be overcome. I t took a num ber of years—the First 
Plan and a part of the Second Plan—to achieve that. I t  is a very big 
achievement to have introduced a certain dynamism in the economy 
which is pushing it forward. I t will be recognised that among our h an d i
caps—and there were many—was our lack of experience initially in tackling 
big projects of this kind. We stepped up our ra te of investment on  a 
very large scale and our administrative machinery was not geared to  the 
task. We did not have enough trained personnel. T he shortages and 
difficulties were accentuated by the fact that the stepping up was very 
rapid. I shall give some figures. In  the first year of the First Five Year 
Plan we started with Rs. 500 crore investment, and at the end of the period 
it was Rs. 800 crore. At the end of the Second Five Year Plan it is 
Rs. 1,500 crore. At the end of the T h ird  Plan it has to be Rs. 2,500 
crore. T h a t means 70 per cent increase, 65 per cent increase and  72 
per cent increase respectively. This stepping up  has its own consequences, 
and if we are not fully prepared for this huge ra te  of acceleration, n a tu 
rally difficulties arise. . . .

We have made big strides in preparing ourselves for a still bigger 
advance in several directions. Another consequence is the fact that ours 
has been an underdeveloped country and we need more investment for 
its development and we need more savings. H ere is a country where the 
people are not in  a position to make any big savings out of their low 
consumption levels. T h a t is a fact which has to be encountered. T here  
is another factor which is very im portant. I t  is our democratic structure.
I am convinced that when democratic forces come into full play, they 
will become a very great ally of development. I have no doubt at all in 
my m ind that the fact that we are a democracy is not going to be a liab i
lity bu t an asset. W e have been told very often that we cannot attain  
the level of progress and the rate of developm ent which other countries 
w ith a different kind of political structure and an economy different from 
ours are capable of doing. I have no such fear in my mind, but, a t the 
moment, we have some difficulties.

These difficulties are of two kinds. T here  is the fact of rising expecta
tions, because our people are a free people. T hey are awakening to a 
new consciousness of their needs and their rights. Therefore, they ask 
for more for every region, every section, and the claims pile up. O n the 
o ther side, we do not have the methods to extract more out of their 
current incomes for the purpose of investment. I am sure that this hand i
cap is going to diminish progressively. W hen every unit of the population 
participates—and becomes a willing partner—in this process of develop
ment, the results are going to be extraordinarily good.

A third difficulty is the growth of our population. Between the time 
when we started our planning and now, the rate of population has been 
increasing. It was 15.8 per thousand then; now a t is 21.4. T h at is a 
considerable increase. T h e  consequences are tha t if a certain result could
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have been created with an investment of Rs. 100, now it will need Rs. 120 
or Rs. 125. If we could have given work to all the people and if we 
could have utilised the manpower fully, then the growth of population 
would not have been a handicap. But today it is.

In  regard to our planning effort, -we are asked why certain targets 
have not been realised and what happens to the price level. W e are in 
a mixed economy. We are trying to m aintain  a mixed economy in which 
the control of the State is l im ite d . . . .  A nother factor is the federal 
structure of our State. T here are various levels of planning as well as 
execution. This, I think, is not entirely a disadvantage, bu t certain 
difficulties do arise in the co-ordination of the processes of planning and 
development as a result of the system.

O ne factor which has a very im portant bearing on the course of pro
gress is the fact that we have set before ourselves several objectives and 
they are competing objectives, for the time being at least. O ur main 
objective is that the speed oi development should rise, that the rate of 
development should increase and should grow for the purpose of better 
standards of living. Another objective is that we should, as soon as pos
sible, be able to m aintain this high rate of growth on our own resources. 
T h a t is, we should rely on ourselves and not be dependent on others. 
I’he th ird  objective which we have set before ourselves is that the people 
should get full employment. T h e  fourth  objective is social justice which 
we cannot forget. W e want to see that disparities do not increase, but 
are narrowed down, that the common people are able to improve their 
standard of living and their wealth is increased.

Among these four objectives there are conflicts. In  the first place, 
there is a conflict between consumption and investment. A further conflict 
arises when we try to go ahead with the programmes which will enable 
us to achieve economic independence and a self-sustaining, self-generating 
stage in our economy. It means that high capital-intensive projects will 
have a large proportion in the whole scheme of development. T h e  poten- 
■lal of employment will be correspondingly less. Those who are in favour 
of higher employment tell us not to industrialise, or a t least to see that 
the proportion of investment in industrialisation is not so much. They 
want us to have more of labour-intensive schemes which will provide 
larger employment. Here again a balance has to be struck. I t should 
be realised that, over a period, it is only this larger investment in 
industrialisation, particularly of the basic type, which offers scope for 
larger employment. W e have been asked again and again about social 
and economic disparities. Frankly, in  the earlier stages of development, 
if there is too much preoccupation w ith the other aspects, production 
will no t rise adequately and development suffers. Even the cause of social 
justice will not be served thereby. T his factor has a bearing on the things 
which we are going to do for the next five years and later. I feel con
siderable confidence that we have been able to do so much, and stepped 
up the ra te of development. T h e  difficulties in legard to trained personnel 
have been removed very largely, and our adm inistration has improvect 
in several directions.
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W hen we started planning, we set before ourselves a very modest goal, 
and it was that the national income should be doubled in a certain num ber 
of years. W hen the First Plan was drawn up, the idea was tha t there 
would be a doubling of the national income in 22 years and of per capita 
income in 28 years. In  the Second Five Year Plan we revised our estimates 
and projections, and according to the projections incorporated in  the 
Second Five Year Plan, the aim was that this doubling of the national 
income should come about in 18 years and the doubling of the per capita 
income in 24 years. It is in that perspective that we have to consider the 
role that has been assigned to the T h ird  Five Year Plan.

Tw o or three things appear relevant in judging the progress of national 
income. T he first is the investm ent-output ratio. This involves the 
efficiency of our investment, both  in the construction stages and in  the 
operational stage. W e have to see that even with the same size of invest
m ent we have a better yield, a better return. T he next consideration 
relates to the extent of investment which is locked up over a period and 
m atures later. In  the Second P lan we had to invest large amounts, with 
a long gestation period. A nother factor is the place that agriculture 
occupies in our national income. Agriculture still accounts for nearly a 
half of the total national income, although it has gone down somewhat. 
In  1968-59 it was 47.7 per cent as against 49 per cent in 1950-51. T he 
other sectors are growing uniform ly in  value. N ot only does their level 
rise year by year bu t their rate of advance also is accelerated. T h e  case 
of agriculture is different. T he production fluctuates, being very largely 
influenced by the weather. W hile we are doing our best to increase 
agricultural production by the various methods open to us, still one bad 
season may bring us face to face w ith a difficult situation. But over a 
period of years, it is a rising trend and that is the im portant thing. T ake 
the experience of last year, the fourth  year of the Second Plan. Because 
of a fall in agricultural production, the rise for that year in the national 
income was only about half a per cent. T his of course is a ‘quick’ estimate. 
It may be that when we get the final figures, the position will be better. 
T h a t usually happens. Still, the average for the four years is going to 
be less than the average we had thought of. Yet it is our hope tha t we 
may very nearly reach the level tha t we had visualised for the end of the 
Second Five Year Plan, if there is a norm al season.

W hen examining the pattern  and structure of the Plan, a num ber 
of questions arise. Are the targets that we have placed before ourselves 
adequate in relation to certain requirem ents ? Is a sectoral balance being 
achieved ? T h a t is, are we securing balanced development from the 
various allocations that we make ? Of course, financial allocations are 
met, bu t what really m atters are the physical targets. In  relation to 
physical targets, the im portant question is the availability of real resources. 
Do we have them ? Is enough food being secured ? Are the industrial 
raw materials available ? Also the basic and ancillary facilities, such as 
power and transport, have to be adequate in order to meet the require
ments of production and distribution. I believe, as far as we have been 
able to judge or calculate, adequate arrangements have been made for
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these, but there are still some questions to which there may not be any 
satisfactory answer at the moment. For example, the road development 
sector has not received adequate attention. For ship building also we 
have not made adequate provision.

T here  is yet another question to consider when we discuss the pattern 
of the Plan. T h a t is the division between the private sector and the 
public sector. I think the capacity of each has been judged in relation 
to ou r total objectives, and a very fair balance struck.

Besides these, we have to take into consideration the question of con
sum ption in the country and also exports. W e have to see whether our 
various targets provide adequately for exports in order that we may not 
be faced with serious difficulties regarding the balance of payments 
position.

Let us now turn  to particular issues. First, agriculture. T here really 
is no  conflict between agriculture and industry, for they are m utually 
dependent. In  a sense agriculture is not a m atter of priority at all. T h e  
needs of agriculture have to be fully met before the priorities start. T h a t 
is the whole foundation of our development, and I can say that we have 
m ade sufficient provision for agriculture in that light. In  the T h ird  
Plan, the tasks laid down for agriculture are very much larger than before, 
but we have to ensure—and I believe we have ensured—that the necessary 
resources are also provided in financial and physical terms, like irrigation, 
fertilisers, seeds, etc. T here is now a much greater consciousness of the 
im portance of implements and proposals have been made that the need 
for improved implements is met and satisfied in a proper way. Since 
o u tpu t is not simply a m atter of resources but also of organisation, the 
organisational aspect is being improved very much. T h e  community 
development organisation is, and has been for some time past making 
agriculture its principal task. T here  are also other changes occurring, 
like the organisation of the Panchayats and of co-operatives. Are we, 
as a result of all these, going to get a sufficient production of foodgrains? 
Yes, that has beeji ensured. Moreover, in regard to jute, cotton, oilseeds, 
etc. we have tried to ensure that not only the needs of internal consump
tion b u t also some availability for export is provided for.

In  the m atter of industry, which is the central feature of our plan of 
development, we have done fairly well. T h e  annual rate of increase in 
industrial production has been very good. Recently it has improved 
further, and here also the m ain thing is that we provide enough consumer 
goods through industry, chiefly cloth and other basic needs of the com
munity. T hen  the m ajor question is how m uch we are doing for the 
capital goods industry. T h e  provision in this direction is such that it is 
capable of taking us much further in the course of the T h ird  Plan 
towards the stage of self-sustaining growth. As regards village and small 
industries, we have, even in the Second Plan, increased both allocations 
and activities under these two heads. In  the T h ird  Plan the provision has 
kbeen fu rther increased and there is scope for much greater activity in these 
fields.
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Let me turn  to social services. In  the course of the T h ird  Plan,, we 
are going to ;-:e thal facilities a)e created for all children between 6 and
11 to attend schoo’ , and we h jve  calculated that 80 per cent will bie in 
the schools by the end of die T h ird  Plan. T h a t will be a very big advaince.

W hat do all these activities am ount to in terms of effort ? M one of 
agriculture, more of • Klustries and more of all these things may be very 
good, but the size of the Plim has also to be proportionately large. T he 
investment i the T iiird  Plan is going to be practically as m uch as the 
investments in ihe i : t and Second Plans piu together. Soine do>ubts 
are expressed whether we woi'ld be able to manage this. T here  are also 
doubts whether wliat we have indicated in the Plan is adequate. I  miight 
submit that 'n the Draft O utline it h:>s been siated that we shall lhave 
to consider increasing the provisions iiodci cc.iajn heads. Some vital 
needs are being felt, but we probably do not yet have properly w orked 
out schemes. Therefore, the ettoris required may be larger still.

T he question of size is naturally linked with the question of resovnrces. 
I shall not go into each element that enters into the scheme of resources 
that has been presented in the D raft O utline. But there is one fact w hich 
gives us considerable satisfaction and that is that people who are detaiched 
and competent observers have found that the whole pattern  of our 
resources and also the separate elements in the scheme are reasonable 
and attainable, and that if circumstances are more favourable, even 
better results can be obtained. On broad econom'c considerations also 
it can be said that, considering the increase in the incomes tha t is an ti
cipated, and the fact that what we take out for investment is only abou t 
a fourth of the new income generated, it should not be very difficult for 
the community to raise resources of this size foi the purpose of a Plan 
like this.

T h e  question of prices comes in at this stage, because the size of invest
ment has a very great bearing on the price level. Large investments w ould 
generate inflationary pressures if proper safeguards are not adopted. T he 
question of the price level is very m uch in the m ind^ of m any o f  us. 
T here should not be any coinplutent view ?bout the level which prices 
have already attained, and any appreciable increase is something w hich 
cannot be contem plated with equanim ity. T here are many dangers there 
and the Plan itself may be in jeopardy. How do you raise the necessary 
resources if the prices go on rising? O ur balance of payments position 
would become difficult if we are not able to increase our export suffi
ciently. Also, inequalities would arise. Therefore, it is very im portan t 
that we take good care of the price level. W ithout price stability there 
may be economic and social instability. Therefore, everything possible 
should be done to stabilise prices. W hat exactly these measures w ill be 
depends upon the situation and the circumstances. T h e  greatest atten tion  
should be paid to those articles or commodities which enter in to  the 
consumption of the mass of the people. W e must ensure the mass o f our 
people do not suffer because of the rise in the prices of the articles which 
form part of their family budgets. I t may be that certain o th er com
modities which may be called luxury or semi-luxury articles, m ay have
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to bear certain other imposts for the sake of raising the resources, and 
that may not cause so m uch worry to us. A nother im portant thing is 
to s.ee that the money expended and investments made lead to quick 
production. If production is hahed  or delayed, then the dangers are 
aggravated. Here again, it is a question of efficiency in the implementa
tion of the Plan.

I f  the resources are so drawn tha t inflationary pressures become 
inevitable, then no am ount of other safeguards will help us in keeping 
the price level down. So far as the structure of this Plan is concerned 
and also the scheme of resources, it will be evident, from the way in which 
various allocations have been made and targets have been laid down, that 
the in ten tion  is to see that there are enough consumer goods in relation 
to th e  demands that may arise when incomes increase.

A  very large proportion of the Plan expenditure, about 30 per cent, 
is accounted for by external finances. It has been rising steadily: m ore 
in th e  Second Plan than in the First and still more in the T h ird  Plan. 
T he stage has come now where we cannot have more. W e are not 
im porting consumer goods bu t capital goods, and with the help of the 
capacity created by these goods we shall some day, soon enough, be free 
from dependence on external assistance. Governm ent have to make 
efforts in certain ways, and assist when big programmes are undertaken 
by the  co-operatives. But largely it has to be of a voluntary and non
official character. T his is a thing in which people can find something 
worthwhile to attem pt and to achieve. I still hope that this m atter would 
be taken up  in a large way by the people. Even if 30 per cent of the 
distribution is in the hands of co-operatives, it will have sufficient eflEect 
Dn the  price level.

H on. Members will be telling me that we have not done enough in 
the m atte r of employment and that the back-log is bound to increase 
in the T h ird  Plan. T h a t may be so, bu t it should also be remembered 
that in  the course of these years, we have been providing more and more 
huploym ent than before and larger funds. Still, we have not come to a 
level when all the new entran t in the labour force would be provided 
[or. If the population increase had not been on this scale, the T h ird  
Plan would probably have m et this requirem ent entirely, bu t it has 
lurned out otherwise. W e are, furtherm ore, th inking of taking up other 
arogrammes in order to ensure that not only the fourteen millions but 
ilso the  additional one million, for whom no provision has been made 
in th e  D raft Outline, are given employment. T hrough special studies, 
ive have come to the conclusion that by a more intensive use of all the 
Dossibilities at the level of the district and the blocks, and by utilising 
ill such opportunities as exist today, we can, w ithout much increase in 
inancial investment, increase the employment level. Certain pilot schemes 
ire being taken up, and I hope tfiese will indicate how exactly we can 
increase employment opportunities. T h e  pattern  of the Plan cannot be 
:hanged very much, bu t inside the pattern  m atters can be improved. 
For, example, machinery is employed in a num ber of irrigation and other 
projects. These machines are used not because the difference in  the
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m atter of costs and returns is very much but because it is easier to use 
machines. Instead, we might explore every possibility of labour-intensive 
activities. W e are also envisaging another approach to the question of 
employment. In  the rural areas, there is work and there is idle man
power. W hy can’t they be brought together by means of a simple 
arrangement? We may not be able fully to pay everybody engaged-it 
will have to be subsistence wage—but the economy will benefit and new 
assets will be created. These things are being explored. W e m ight have 
said this only in a general way; bu t more experim entation will have to be 
carried out through pilot schemes before anything definite and concrete 
can be said. Something good will come out of the experiments that are 
being carried out.

W e now come to the question of creating a self-sustaining and self- 
generating economy in the country. T h is  expression can be interpreted 
in  many ways, bu t what we mean in this context is that we should not 
depend upon outside aid in  the m atter of resources or capital goods or 
equipm ent. I t is not that we should not im port anything at all, but 
the idea is that the bulk of the goods should be produced here. This 
is one big aim in the T h ird  Five Year Plan. Considerable progress has 
been made in this direction even in the Second Five Year P lan period. 
I need not repeat to Hon. Members the figures of advances made in the 
m anufacture of items like machine-building equipm ent, equipm ent needed 
by the Railways, and so on. T his advance is going to be very mudi 
more in the course of the T h ird  Five Year Plan. But if this has to come 
about, we have to train  our people in larger numbers, build up our 
technical know-how and undertake research. I t  is also necessary to create 
designing fac ilities so that we are independent of foreign collaboration. 
These are some of the steps needed to bring about a self-sustaining eco
nomy. T here are other aspects also; for example, our domestic resources 
should be raised to a much higher level so that we do not d epend  on 
external aid. O ur balance of payments position has got to be w a tc h e d  

carefully, and we must be able to export more so that we may balance 
our imports and not depend upon foreign assistance.

I now come to the question of social disparities. As I indicated m 
the beginning, we have been told that we have neglected this aspect- 
whereas I do not think this is being neglected. I t may be that we are 
not sure what is happening. T h at is why the Prime M inister declared 
in the Lok Sabha that he would have some kind of an expert enqui|7 
made. T his is to be initiated very soon, bu t I m ight clear some nn*' 
understanding that has been created on this score. I t will not be a witd' 
h u n t to find scapegoats. I t is going to be an economic, statistical, scief 
tific inquiry. Its results are not aimed at any particular section of th 
people.

W e have also been told that we have not done anything for 
common man. I t may be that we have not been able to bring 
any spectacular change in the living conditions, bu t many of the 
on which money is being spent, for example, health  p rogram m es, 
tion programmes, the welfare of backward classes, and social welfare 3
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all programmes which benefit the common man. T he pressure on the 
supply of goods is itself evidence of the fact that people have improved 
their economic position. If it were that all the incomes were concen
trated in the hands of a few rich people, there would not have been 
demand for all these things and there would not have been any danger 
of inflation. I t  must be understood that reduction of inequalities does 
not mean so much levelling down as levelling up. We must consider 
the needs of all sections of the community, and a national m inim um  has 
to be established in the m atter of environments in the ru ral and urban 
areas. All people m ust be in a position to have enough nutritious food, 
enough clothing, good housing, education and health. Also, the artisans 
must be able to get their basic needs. T h e  programme has to be m apped 
out not in general terms but section by section, and area by area. 
Equality of opportunity  has to be created through our educational pro
grammes. One other consideration about which I am very keen is that 
those who do not do any genuine economic service should not reap very 
large rewards. W hat proportion of income is going into their hands 
I cannot say, bu t I believe it is considerable. T his has to be corrected. I am 
sure nobody will be h u rt by that. Even business men, who are honest 
people, will feel happy that we are going to do it.

I find that from each State claims are being made for bigger-sized 
plans for the development of their area. This is a sign of the pressures 
that are being created, and of the needs in the different areas in each 
State. Although it may not be possible to meet all these demands in one 
Plan we have to take great care that these imbalances are rectified and 
that those who have been left behind are helped to catch up  with the 
others and go forward. T his will be done to the extent feasible in  
relation to the distribution of available funds.

Lastly, I shall refer to one aspect which has attracted considerable 
attention in the whole country. T h e  Prime M inister mentioned it in the  

Sabha and drew pointed attention to it—the aspect of im plementa
tion. T here is a fair am ount of suspicion that the im plem entation iŝ  
^ot quite adequate, not successful; that is, there are many lacunae, many 
flaws. I think it is true to an extent. But we can also see how much 
'mprovement has occurred in the course of the last ten years in many 
‘’'Actions. T here  was no organisation in  the ru ral areas at all, no k in d  

extension service, bu t now we have about 30,000 village level workers, 
care was taken of village industries and small industries, bu t now 
institutions and boards have been set up. In  the m atter of running 

° public enterprises, we have had difficulties, bu t we are improving 
, ® organisation and they are ru n  better than before. T h e  key factor is 

fa  ̂ '■^^ r̂iing of manpower and I think we have m ade very good and satis- 
'̂ tory progress in this m atter. Compared with the position ten years. 

.S°> now the intake in our engineering colleges is more than  threefold; 
^  polytechnics it is more than fivefold. In  the m atter of training of 
^  tsmen, four years ago there were 59 training centres where 10,000 

'̂ ’cre trained. Now we have three times the num ber of centres 
four times the num ber of persons who are receiving training. This- 
''ery great sign of our going ahead.

REALISATION OF OBJECTIVES 61



In  determ ining our future, it is not so much really the resources that 
are going to m atter as our policy. T h e  question is whether we Ihave 
adequate organisation, adequate adm inistration and procedures and w hat 
is the people’s part in the im plementation of our programmes; tha t is, 
to what extent people’s participation is secured at every stage of p lann ing  
and execution. More m anagerial talent is being developed, the aidmi- 
nistration is being streamlined, and the procedures are being set out 
clearly. So far as costs are concerned, we find that if it is possiblie to 
reduce costs of construction by 15 to 20 per cent, that will be a big igain 
to the construction and execution of various projects. I t is possible to 
reduce costs by better planning, by having more precise estimates and 
by having a check on the expenditure from stage to stage. These th ings 
are being evolved.

An im portant aspect of implementation is evaluation. T h e  Prim e 
M inister has referred to it as the audit of efficiency, and to some ex:tent 
this idea has been applied. T h e  Committee on Plan Projects has looked 
into several projects and its work has resulted in an increase of effici«ency 
and more economy. T his process can be extended very greatly, and eva
luation has to be built-in. Processes have to be evolved so that ever7 day 
will know that investments are being applied effectively and efficiently.

There are certain intangible elements in the situation, bu t w hat i.s far 
more im portant for the success of our Plans is the unity and solidarity 
of our nation, the faith of the people, their enthusiasm. I t  is not a m atte r 
for the Government alone; it is for all of us that we try to create that 
confidence and that enthusiasm among the people towards those econcomic 
and social objectives of which this T h ird  Five Year Plan is made, and
I  hope that with the help of all the people in  the country these objectives 
will be realised.
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II
Excerpts from the Planning Minister’s reply to the debate in the Lok Sabha on the 

Draft Outline, August 26, 1960.

T he Plan is not going to fail. I t  cannot fail, because of our confidence 
in  the capacity of our people. W hat we have seen during the last few 
years in regard to the performance in the country inspires confidenice.

W hen I say that I have confidence that the Plan will succeed, I d o  not 
necessarily mean that every target is going to be realised 100 per cent. 
But the point is that the people are going to march forward on the lines 
of this Plan, and in terms of this Plan. T h e  people of our country  are 
going to make the utmost effort, and that is what matters.

Shri M. R. Masani has given a glimpse of what he thinks shoulld be 
our plan: to have some varieties of light industry and confine ourselves 
to  the production of consumer goods because such things have a large 
margin of profit. Such a plan can yield no progress at all in  term s of 
employment, in terms of surplus, in  terms of raising the standard  of



living of the people in any worthwhile terms. I t cannot do it. I thought 
Shri Masani at least had sufficient understanding of economic processes 
no t to ignore that fact. And his p lan  cannot fail; it cannot fail because 
it is no plan at all 1 If you are no t prepared to get up and move, there 
is no risk of your falling or failing. . . .

One question which has recurred frequently in the course of the dis
cussion is the record of progress and performance. T he agricultural sector 
and the fluctuations in production have been frequently mentioned and 
we have been asked what we have done. W e cannot absolutely control 
or eliminate these fluctuations, which are controlled by weather condi
tions. But we have to see whether, over a period of years, the trend is a 
rising trend or not. It is a rising trend. I t  is true that the vagaries of 
weather affect very much the whole trend of production, and therefore, 
also our national income figures. If during one season production goes 
down by six million tons, as has happened, the national income would 
also be affected. We nv.. not be able completely to  control -weather for 
a long time; but by our import and by improvements in agricultural prac
tices we can lay a sure basis for an increase in agricultural production. 
O n  the other hand, the contribution of industry to the national income 
has been rising. As it keeps rising, agricultural income, which now 
figures greatly in the national income, will come to occupy a small pro
portion. In  spite of the shortfalls, we can see that the overall increase 
in agriculture has been at the rate of 3.5 per cent per annum . This is 
n o t all to our liking; we want more; b u t it is not a negligible increase.

As for the national income, the authentic figures of increase are as 
follows: 1956-57, 3.5 per cent; 1956-57 to 1957-58, 3.7 per cent and 1958-59 
to 1960-61, estimated at 3.75.

T h e  total production in industry has been rather impressive, despite 
shortfalls here and there. I t will be nearly double in ten years. In  the  
First Plan the increase was 39 per cent; in the Second, it was 59 per cent 
over the First, and we are proposing for the T h ird  Plan a 64 per cent 
increase over the Second Plan.

More im portant than increase in  production under this or that head 
is the fact that we have developed our capacity for growth. After long 
years of stagnation we have started moving. T his capacity is symbolised 
by our steel plants and our machine-building plants. Side by side we 
are  developing our technical know-how, and increasing the numbers o f 
o u r trained personnel. These make for rap id  industrial progress. O ur 
aim  is that in the course of the next ten or fifteen years, we should become 
practically independent so far as im port of capital goods is concerned. 
T h e  progress made in this direction is extremely impressive. W e are also 
giving a great deal of attention to creating designing facilities w ithin th e  
country and I hope that is going to become the basis of a truly indigenous, 
growth of industrialisation.

I should like to point out that, whatever the shortfalls m ight be, the 
progress has been phenomenal. I  am repeating it because I  am convinced 
th a t it would not have been possible had  it not been for the methods w e
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have adopted in planning our economic development. T h e  ra te of step-up 
in investment would not have been possible otherwise. T h e  level of 
investment increased from Rs. 500 crore to Rs. 850 crore in the First 
Plan; in the Second Plan to Rs. 1,450 crore; in the T h ird  Plan it will go 
up  to Rs. 2,500 crore. These figures represent the total investment. T h e  
public investment also shows a similarly high increase. It rose from  
Rs. 200 crore to Rs. 450 crore in  the First Plan, and in the Second P laa  to 
Rs. 800 crore. In  the T h ird  Plan it will rise to  Rs. 1,500 crore. If 
the First Five Year Plan had not been there, this would not have occurred 
at all. T his progress was unim aginable on the basis of only of voluntary 
savings, which has been recommended to us by the Hon. Member, Shri 
Masani. This could never have come about. T h a t is the justification 
of planning.

Shri Masani has his own rival doctrines about planning. H e says he 
is for planning, bu t not for co-ordination. T h a t means no P lanning 
Commission, and no coping with the responsibilities which arise o u t of 
planning. T hen  he says he does not believe in laissez faire bu t believes 
in planning. T h a t means that Government should create the environ
m ent in  which the private sector should be able to  function effectively. 
Government should create the basic facilities, give loans and levy less 
taxes so that they can have a paradise.

T h a t is, there should be no heavy industries. Sometimes where the 
private sector cannot do a thing, possibly Government should help. B ut 
how can Government, deprived of the resources, be able to help heavy 
industry to be founded? T h e  whole idea of light industry being able 
to develop the country in a better way is wrong. You may have light 
industry in  order to produce consumer goods. But how much surplus is 
generated through those industries? Unless we go a stage further and  
produce machines ourselves, we cannot at all meet the needs of the people 
and satisfy expectations regarding employment and standards of living. 
I t  is not possible to do that on the basis of light industry only.

Shri Masani asks: why have so much steel and machine-building capa
city, when they do not give much employment? Can we eat steel? W here 
will it go when we produce it? T he answer is: machines will eat steel, 
the machines which are going to produce the goods. How else are we 
going to  expand the large num ber of our industries? Steel becomes the 
basis of a much m ore rapid development of consumer goods. I t may be 
that there is a much higher investment content and a lower employment 
ratio in the steel industry. But the ratio  grows at the stage of fabrica
tion. This is so obvious. . . .

Another objection of Hon. Members has been in  regard to the public 
sector. T his is an issue which has to be faced. W ithout industrialisa
tion, w ithout heavy industry and machine-building, it is not possible to 
increase employment. T h e  objection to the public sector is on grounds 
of loss of freedom, bureaucracy, waste and extravagance, and interference 
with democratic traditions. I have seen the private sector at very close 
quarters; I have been for years enabled to watch it, and I know w hat
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happens there. T here are good people there, of course, bu t I know how 
m uch of the things which Hon. M embers do not like take place there— 
waste, nepotism, speculation, black-marketing and other anti-social acti
vities. Let there be the slightest scarcity, and they are ready to exploit it.

T here  may be defects in  the public sector bu t I  am sure that the public 
sector is going to improve. Rem arkable progress has been made in  cer
tain  cases. If it can be made in one plant, two plants or three plants, 
why can’t it be made in  every plant? T h is will be done more and more. 
I  have seen shareholders’ meetings in the private sector. Very few attend 
them  and they are only interested in the declaration of the dividend rate. 
But here, in the public sector, the shareholders are very m uch alive and 
vigilant. T h e  whole public looks on, and this House watches it through 
its committees. N othing can escape the gaze of this House. T here lies 
the assurance that the public sector is going to do better and better. We 
have gained experience and we are employing it  in  various ways. T ake 
for example the question of personnel. T h e  First Five Year P lan did not 
m ake enough preparations for training personnel. But we have taken 
good care in the Second Plan to see there is adequate arrangem ent for 
train ing  personnel. For the T h ird  Plan also we have done that. Further, 
the T h ird  Plan has made adequate provision for the requirem ents in the 
beginnings of the Fourth Plan.

T h en  there was the question of freedom of monopolies, of bureau
cracy, of concentration of economic power and also of Soviet-type p lan
ning. These were some of the words and expressions used. So far as 
the public sector is concerned, it is really a very, very false notion that 
we in  this country are doing anything special for the public sector and 
that we have gone to excessive lengths. Actually, the public sector in 
countries which are not called socialistic countries may be doing much 
m ore than we are doing, and even controlling 20 or 30 per cent of the 
national economy. T h e  bogey is raised tha t because we shall have con
trols adm inistered by the State, freedom will be lost. W hat is the com
parison with Soviet Russia? W e have a democracy. W e have Members 
of Parliam ent. W e have the people. No economic power can be mis
used; the people will not tolerate it and they will not allow i t ___

A nother point is that the private sector itself has grown. Can anyone 
say th a t the private sector suffers? T h e  private sector has grown from 
Plan to  Plan. I t would never have grown w ithout the Plan. I t  has 
Igrown because of the resources mobilised by the public sector which has 
enabled large-scale development in the country which creates opportunities 
for th e  private sector also.

I t  m ay be asked why we allow the private sector to grow. My answer 
is simple. O ur m ain objective today is to increase production. W e want 
to utilise every element and every agency in  the country which can help 
us to mobilise the resources and increase production. Ours is a mixed 
feconomy. W e allow both  sides to function. They say, “Do no t allow 
the public sector to function but only the private sector.” W e say both 
the private sector and the public sector should function . . . .  T h e  Hon.

REALISATION OF OBJECTIVES 65



Member Shri Ranga* told me I had signed the Sarvodaya plan. 1 re 
member my responsibilities. I had the privilege of functioning fairly 
close to Gandhiji for several years. W hat he would have done now, 
nobody can say. I am sure he would have had his own views; he w ould 
have tried in his own way to tap the m oral and spiritual energies o f the 
people. H e would have exercised persuasion rather than legislation, 
although legislation is also necessary. He would have asked for greater 
austerity in the country. But the question is whether he would have 
approved of these Plans. Knowing him, I say that if he had seen that 
it was through these Plans that the people could be lifted, could be found 
employment, he would certainly have approved of that. And I am qu ite  
sure that he would have totally disapproved what Shri Masani an d  his 
friends say, because G andhiji was totally against exploitation of all kinds; 
he was for elim inating exploitation and not perpetuating i t . . .  .1 ju s t re
collect a significant event. Once I was recasting the constitution o f the 
T extile  Labour Association. I  thought we must, say vfhether we were 
only working for a little  more wages for the workers or had any social 
ideals before us. I introduced a clause aiming at elim ination of exploita
tion. Gandhiji looked at it and said, “You mean nationalisation?” 1 said, 
“Yes”. T hen  he wrote with his own hand, "and in  due course, nationali
sation of the textile industry”. T his is on rccord; it is part of th e  con
stitution of the Association. W e have not gone that far a t all and we do 
not intend to. But his idea was that even the textile industry could be 
nationalised. Let him  not therefore be cited when we talk about the 
public sec to r.. . .  By the public sector, I do not mean simply that a few 
officials are runn ing  it in the name of the nation. I t  has to progress in 
a democratic way. T here  has to be participation of the workers. T his 
is already happening, because we have it in the Plans........

I  was asked by the Hon. M ember Acharya Kripalani about our 
employment policy. I  have been a staunch advocate of cottage and  vil
lage industries. I still am. I believe in the strengthening of village 
industries and the industrialising of the rural areas, so that num erous foci 
of development are created there. If we want to prevent the people from 
being drawn into the cities and develop the rural areas, it can be 
done only if there is some industrialisation there. Therefore, there should 
be village industries. I think there is going to be a full and healthy life 
in  the villages, bu t w ithout the num erous gadgets of present-day civili
sation ........... '

W ith  the labour force increasing all the time, how are you going toj 
give employment to an increasing num ber of people? Land is no t goingi 
to suffice for that purpose. O ther occupations have to be created. W e 
want employment not for the sake of employment. W e want earnings 
of a certain size, b u t if we follow wrong methods, it will be a continually] 
dim inishing size of earnings. T h a t is where the idea of Sarvodaya comes 
in. I belong to the Sarvodaya camp. I do not say that this is a Sarvodaya 
plan bu t I do say that it aims at reaching those objectives of employment! 
better than any other course-----

•Earlier during the debate Shri N. G. Ranga had observed that Planning as novtl 
practised in India was contrary to the Sarvodaya Plan. I
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There was a great deal of feeling expressed in the House that dis
parities were increasing and we had not been able to do anything effec
tively in that regard. Some people say it is not increasing. T here is 
some evidence on that side also, and some figures are given. It is not 
easy to dispose of the question in this manner. I t has to be properly 
examined on the ground of facts—the processes and channels through 
which the new incomes move, where they reach—and then we have to 
in terpret the factors and the forces which are at work. For that purpose, 
the Prime Minister informed the House that we would like to have an 
expert enquiry. W e are now moving in that direction. T h e  terms of 
reference of that committee will be something like this: “T o  report on
trends in the distribution of income and wealth and in changes in  the 
levels of living during the First and Second Five Year Plans.”

W hat were the remedies so far offered? They are drastic. W e are 
asked to  fix a ratio between the m inim um  and the maximum. I t is a 
very attractive thing, and personally, if it were possible, I would jum p 
at i t  myself. But how does it come about? By a num ber of actions on 
a hundred points through several channels. I t  is the resultant product 
of a num ber of steps taken, laws, policies, etc. Taxation  is one of the 
policies. Licensing is another.

I  believe there are two directions in  which we have to move and we 
are already moving in these directions to some extent. T h e  first is that 
if you want the private sector, you have to give it adequate incentive. 
You cannot ask it to function and yet starve it. I believe that the incomes 
which are honest incomes received from genuine economic surveys are 
possibly a smaller proportion of the total income which is occurring in  
trade and industry. There are o ther incomes—from speculation, under
h and  dealings, black-marketing, etc. If we go at them  effectively, strongly 
and vigorously, I think we shall be able to get a big job done without 
hu rting  production.

T h e  other direction in which we have to move is raising the floor 
(that is, the basic standard of living.) T hroughout the country, every 
person should be enabled to satisfy his basic needs, namely, food, clothing, 
shelter, education and health. We should be able to ensure this. Even 
if we cannot give employment to a person, we should at least ensure 
him  these basic needs, because it is through no fault of his that he is 
going without them.

Various recommendations have been made in the D raft P lan in  this 
direction. Each village must have water-supply, a link road, a school 
building, spread of education, various facilities of health, etc. A national 
m inim um  has to be assured and everyone’s needs on that m inim um  scale 
have to be fulfilled. Our policy has to be worked out on these lines. 
Some steps are being taken in this P lan in  that direction and more will 
have to be taken.

T h ere  is one aspect of disparities which is exercising the minds of 
Hon. Members very much, and that is the question of region-wise im
balance. I t  is very im portant for the sake of national unity, cohesion
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and emotional integration that there should be no sense of frustration  
anywhere in the country and that every region should have its due. In  
this m atter there are two interests to be reconciled: national interest and  
regional potentialities. After all, if more is given to some area, it has 
to come from somewhere else. Therefore, the entire nation has to p ro 
duce more. But what is more im portant in  this case is that all regions 
are not equal, even as hum an beings are not equal. They have different 
potentialities. These potentialities should be studied thoroughly. W e 
are having enquiries which will enable us to make them reach their full 
level of possibilities. For example, we have taken up the question of the 
development of the hilly regions.

T h e  question is asked: have we the prop>er criteria for judging w hether 
disparities are increasing or going down? W e have been developing such 
criteria, and on the basis of the limited study that has been m ade in 
regard to irrigation, power, agricultural production and so on, it has 
become evident that these disparities are lessening------

T h e  amount of money that is being given to the States from the
Centre to assist them in order to make larger plans is, I think, about 
70 per cent of the total provision of the Plan. T hrough this mechanism 
it is possible to help the States which are backward and also to enable 
the backward areas in the State to improve their position.

T here  is then the question of ru ral versus urban matters. In  Delhi 
there are many slums. I do not know whether the people living in  the 
slums here are different from j>eople living in the village. I t is n o t a 
question, therefore, of contrast between people here and people there. 
People, wherever they may be living, have to be looked after, and  we 
should not create a kind of contradiction between the rural and urban  
areas. But it is very natural that we must think of prom oting and deve
loping the well-being of the rural areas. I think the allocations that 
have been made, in spite of what the Hon. Members have said, for agri
culture, community development, irrigation, fertilisers and so on m ake a 
very handsome total. But the results are no t very evident. I t  will take
time to make them visible. W hat is it that we get? 1.6 per cent increase
in annual consumption. I t is not very big. W e have to increase it. In  
the rural areas, through education, health, provision of drinking w ater 
and so on, the conditions are being improved, levelled up.

I have already spoken about the question of employment. W e are 
asked what we shall be doing about employment in the T h ird  Plan. A 
m illion people will not be provided with employment but 14 m illion will 
be, which is much bigger than what we aimed at in the Second Plan. And 
the employment newly provided in the Second Plan was bigger than  in 
the First Plan. O ur intention is that in the T h ird  Plan even that one 
m illion should be provided with employment. T here are various labour
intensive activities in  the rural areas, soil conservation and so on. W e are 
coming to the point where we are nearly even in the m atter of employ
m ent because of the fruition of plans. T h e  T h ird  Plan will enable us, 
I think, to cover some of the back-log also. Then, we shall be in  a better 
position.
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Shri A. K. Gopalan has referred to land  reforms. I t is wrong to say 
th a t the States have not done anything in  the matter. Every large State 
has laws to regulate, to stop and to prohib it evictions. It may be that 
in spite of the laws some evictions are occurring, but it will take some 
m ore time for the administrative set-up to  be properly geared and streng
thened to deal with this matter. T here has been reduction of rents and 
security of tenure. I  think the rent level has been reduced to one-fourth 
or one-fifth of the previous rent in some States. I t  is possible this is not 
fully effective. But, as I said, we are improving the conditions. We are 
creating land records which will enable a better adm inistration of our 
land leg islation ...

W hat are we aiming at during this P lan ? A five per cent increase 
in the national income. Two per cent of this goes to m atch the increase 
in population. Of the remaining three per cent, one per cent goes for 
investment, and one per cent goes to the new employee. We should 
remem ber that millions o£ the newly employed are not at the same level • 
as the other people from whom they are drawn. They come to the 
projects and to places where the wages are higher. T h a t means 
th a t out of the 5 per cent growth, the general population gets just 
about one per cent. Is this a very big aim? Have people who talk against 
the size of the Plan considered this aspect? T he same people ask: Why 
have roads not been built? Why is shipping not undertaken? How are 
these things going to be done if the income does not increase? T here is 
no static pool of resources. This is a concept which should be very 
clearly understood. Only if we increase production at one stage, shall we 
be able to draw upon it at the next stage. . . .

T h ere  is one basic question; what does it mean in terms of the savings 
of the community? Domestic savings are to be raised from 8.6 per cent 
to about II per cent. This is considered an impossible task. If  it were 
th a t we were taking away 3 per cent out of the present incomes, it would 
have been so. But we are adding to present incomes and out of the addi
tional income we are taking away one-fourth to be siphoned oft for the 
purpose of fresh development. W hat is wrong w ith it? W e are thinking 
of 11 per cent at the end of the T h ird  Five Year Plan. T his figure even 
now’ is 15, 18, 20 and 25 per cent in several countries in the neighbour
hood. W hat we are drawing out for the purposes of our resources is 
really the consequential gains-----

In  connection with the size of the P lan a n d . resources the question 
of prices has been raised often in the House. T his is a very im portant 
question. All of us agree that it will be burdensome for the people to 
allow prices to rise further. They have already risen high enough. In 
the T h ird  Plan we have targets for consumer goods based on certain 
measurements of elasticity of demand in relation to income and prices.
If we can produce these goods there should not basically be any difficulty 
about holding the price line. It is also true that whereas investment 
comes earlier, production comes a little later. T h a t is only a gap of one 
stage. If  we can meet it by the necessary regulation, buffer stocks, etc..
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there should not be any problem, provided deficit financing has been 
under control.

Again, deficit financing is not a figure which has been assumed as the 
balance of our requirements. I t is not so. I t  has been calculated on 
the basis of a certain growth of national income, production and the needs 
of money supply for the community. All these have to be kept at the 
required level. Deficit financing cannot be measured in a rigid way, bu t 
we start on the basis that a safe limit will be set to deficit financing.

We shall see to it that the price of at least the essential goods will 
not be allowed to rise. These will include the mass consumption goods 
such as food and clothing. I am making another distinction, namely, 
goods of the interm ediate category which are not luxury goods or wage 
goods. We have adequate production of these also.

T h e  rise in prices that has occurred in the Second Five Year Plan is 
due to  certain reasons. One is d iat the deficit financing which was 
incurred during the First Plan was incurred towards the end of the First 
Plan, with its consequences. There were also certain agricultural difficul
ties. Production of foodgrains declined in  that period. Although one 
cannot absolutely ensure that there will be no rise whatever, I think there 
is a good prospect of»our being able to prevent it. W e shall do this in 
two ways. T he first is selective controls. Selective controls do not neces
sarily mean rationing. T here can be various kinds of controls—fiscal and 
monetary. If you take away the purchasing power that you are injecting 
in to  the economy, you make the problem of prices less difficult. M opping 
u p  purchasing power by taxes acts in two ways. I t  gives us resources and 
it enables us to hold down the prices. W e are in a very good position 
now, with a good buffer stock of wheat and rice. I t is bigger than what 
we had before. W e should therefore be able to look at this m atter with 
more confidence. Government has been considering this m atter recently, 
and taken a decision that everything possible has to be done to stabilise 
prices. T he N ational Development Council is also meeting soon and it 
will look into the effective ways of doing it.

T hen  there is this question of im plementation, on which the Prim e 
M inister has laid great stress. Our adm inistration has improved, but the 
bigger effort that is now called for and the targets and increases that have 
to take place in  all directions will call for a much better apparatus. 
Im plem entation does not concern only the administration. Public parti
cipation at numerous stages and the role of non-official leadership also 
come in. Non-official leadership is as im portant as official leadership 
in  the m atter of seeing to it that the wheels of the economy move 
smoothly.

Those who want that the prices should not go up must understand 
that we cannot control every retail shop and every individual. We have 
fair price shops. But that does not meet the entire problem. Therefore, 
one thing that has to be done in the country is to develop consumers’ 
co-operatives. I t  will be an answer to many things. T his is a thing which 
the people have to do, and not the Government.
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T he essential purpose of the P lan is to do all the things that will 
develop the intrinsic strength of the country. T h at strength, economic 
and social, is going to be the sheet-anchor of the security of the country, 
progress in the standards of living of the people, employment, cultural 
advance and all else. For that purpose, a climate of united endeavour 
has to be created in the country. T he little  dissensions, the little things 
which dissipate and distract our attention and therefore retard  our advance 
m ust be eschewed. People must understand that simply by combining 
in this big national endeavour, all of them  are going to be better off. 
Everything that they want can be attained in this manner, and not in the 
o ther way. And that I believe is the message of the Plan, namely that 
we have all to pu t out our best effort, and work hard and honestly. 
T here  is no royal road to progress. T h e  price of progress has to be paid. 
I hope the nation will rise to the occasion.
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PART U

Administrative EflBciency

V. T . KRISHNAM ACHARI

r - 1 I HE T h ird  Five Year Plan follows logically from the results achieved 
I  in  the First and Second Five Year Plans and embodies a pattern  of 

development which will enable the nation to realise the goal placed 
before it, of doubling by 1973-74 the per capita national income as it 
stood in 1950-51. I t  should not be viewed in  isolation: it constitutes an 
im portant stage in the process of social and economic growth. T he target 
of 5 per cent annual increase in national income which is aimed at in the 
T h ird  Five Year Plan is a modest one in relation to our needs and I am 
confident that the national effort needed for achieving it will be fo*rth- 
coming.

An essential condition for the success of the Plan is that, by im prove
m ent in the efficiency of our adm inistration, we should get the best resiults 
possible in the shape of increased production from investments in large 
projects that have been made in the First and Second Five Year Plans 
and are proposed to be made in the T h ird  Plan.

I  shall first refer to  our outlays on large and medium irrigation p ro 
jects. T h e  total expenditure on these in  the First and Second Five Year 
Plans is expected to be of the order of Rs. 770 crore. In  the T h ird  P lan  
Rs. 650 crore are expected to be invested. T h is  means the aggregate 
investment of Rs. 1,400 crore in the three Plans. As the Second Finance 
Commission has pointed out, in most States even the interest charges on 
expenditures incurred are not being realised. T h e  Planning Commission 
has also pointed out in successive reviews that there is much avoidable 
time-lag in  the utilisation of the irrigation supply available. T his is one 
of the factors responsible for the agricultural production targets not being 
reached. If, by careful planning and execution and by establishing close 
contact with villagers, utilisation of benefits is expedited, additional re
sources will become available and national income will increase.

W e have also made large investments in  power projects. In  the First 
and Second Five Year Plans, it is expected that about Rs. 670 crore will 
have been spent on power projects, hydro-electric and thermal. H ere 
again, the Second Finance Commission has pointed out that few of the 
electricity boards have been able to secure adequate returns—i.e., the 
interest and other charges—from investments. If  efforts are made to satisfy 
the demands for power at the right time and stimulate demand wherever 
necessary, the financial working of these power projects can certainly be 
improved and adequate returns can be secured after providing for depre
ciation. It may be added that in the T h ird  Five Year Plan, Rs. 950 crore 
are proposed to be invested on power projects. T h e  need for careful 
adm inistration of these projects in order to secure m aximum returns from  
these investments is obvious.

W e may next take up agricultural production. On programmes of



agricultural production, including m inor irrigation and community deve
lopm ent, considerable expenditures are incurred in  our Plans. In  the 
Second Five Year Plan these am ounted to  Rs. 530 crore. T h e  allocations 
in  the T h ird  Plan are Rs. 1,025 crore. T h e  Draft O utline brings out 
the vital part agricultural production plays in our economy. Over a 
large part of the country, increased agricultural production is eminently 
a m atter of organisation of supplies and services and credit so that these 
m ight be available at the right time and  place and in righ t quantities. 
I t is realised that in certain areas, agriculturists have to be trained to 
respond to improvements. Even here steps can be taken by the adminis
tration  to reduce the time-lag that occurs in the adoption of scientific 
methods. If  we could have achieved the targets of agricultural produc
tion  fixed for the Second Plan by ensuring m aximum utilisation of irriga
tion  facilities, the spread of contour-bunding and other soil conservation 
measures, and the supply of good seeds and  fertilisers and credit, our eco
nomy would have been considerably strengthened. We would not only 
have secured all the foodgrains needed for feeding our population and 
raw  materials for our industry, but also bu ilt up  exports which would 
have eased our foreign exchange situation. W e would also have been 
able to hold the price-line effectively.

T here  are also large investments in industrial undertakings in the 
public and private sectors. If these undertakings can speed up their pro
duction programmes, foreign exchange commitments will be reduced. We 
m ay mention the steel plants in the public sector. By increased efficiency 
w ith in  the factories and in organising supplies of coal, iron ore etc., at the 
rig h t time and in right quantities, the targets of the Second Five Year 
P lan  could be improved upon and foundations securely laid for the 
achievement of the T h ird  Five Year P lan targets.

U nder every one of these heads—irrigation, power, agricultural pro
duction, industries—the Draft O utline makes concrete suggestions in regard 
to the  measures needed for obtaining adequate results from investments. 
I t  is hoped that these will be carefully studied and suitable action taken.

T h e  examples given above indicate the great part of administrative
I efficiency plays in our Plans and the need for taking steps to improve 
standards progressively. T he im provem ent of a vast administrative machi
nery like ours at the Centre and in  the States is a continuous process. 
O ur administrations affect the lives of m any millions of families all over 
the country and it is necessary to ensure as high a level of efficiency and 
integrity as possible down to the levels a t which they come into actual 
contact with the people. This means th a t at all stages there is clear 
dem arcation of functions; that officers are suitably trained for carrying 
out their respective duties; that the working of rules and procedures is 
watclied and defects disclosed are removed speedily; that those whose 
w ork lies among the people spend most of their time living with them 
and getting to know them; and that there is careful supervision with strict 
enforcement of responsibility. All this means sustained efforts from day 
to day. T here is no doubt that in  both the Centre and the States, there 
is growing lecognition of the need for raising standards and there is every 
hope that steady and continuoHS efforts will be made to meet the challenge.
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Pricing Policy 

DR. p. s. LOKANATHAN

^ H E  im portance and urgency of adopting a sound price policy and 
of defining the ends of such a policy have come to be recognised 
on the eve of the T h ird  Plan. In  this respect we have gone qu ite  

some way since the Second Plan was adopted and im plemented. Price 
policy as such received but little emphasis in the Second Plan. I t was 
recognised, of course, that there was a problem  of regulating inflationary 
pressures in the economy; but equally was it stressed that generation of 
new demands somewhat ahead of supplies was itself "part of the strategy 
o f development”. T here was bound to be a certain  lag between the 
creation of the new incomes and the increase in  available supplies on 
which it was to be spent. Yet the P lanning Commission stated "a deve
lopm ent programme cannot be abandoned or scaled down at the first 
appearance of the difficulties or bottlenecks. A measure of risk has to  be 
taken”. T he emphasis at the beginning of the Second Plan was on 
developm ent and expenditure, not on inflation and the stability of 
the price level. T h e  price level on the eve of the Second Plan not only 
d id  not cause m uch concern; actually the country was emerging from  a 
painful period of recession in food prices; expenditure and investment 
were only slowly getting into stride. Deficit financing found a highly 
respectable place in  the mobilisation of resources.

T h e  contrast between the economic situation then  and now is too 
strik ing to need an  explanation or justification for the new interest in 
fram ing a sound price policy and in  taking measures against any large 
increase in the price level. T he level of prices today is more than 20 per 
cent above the level at the commencement of the Second Plan; there is 
no m argin of foreign exchange resources to draw upon to bring  in 
m ore imports to check inflationary pressures. T here  has been a serious 
erosion in the value of the rupee and it has gone to such an extent that 
there has been a tendency of late for the public shift from currency 
to goods. In  addition the increased price level with its a ttendant increase 
in the working class cost of living has let loose social and economic 
unrest of which the threats of strikes in  the Governm ent and industrial 
sectors are but symptoms. T h e  form ulation of a suitable price policy 
does not mean that the price level should be m aintained at an inflexibly 
uniform  level. An absolutely stable price level is neither practicable nor 
desirable in a developing economy like ours. W ith  an investment target 
o f Rs. 10,200 crore representing nearly 14 per cent of the national income 
b u t with savings which at present are only of the order of 7.8 per cent, 
it would be impossible to resist the inflationary pressure em anating from 
the gap between investment and savings. If investment cannot be scaled 
dow n and if savings through taxation, borrowings and other disinflationary



m eans will not increase, prices would be subjected to constant and conti
nu ing  pressures. Hence an upward trend of price is likely.

But provided the increase is not substantial and is lim ited to about 
seven to eight per cent during a period of five years and provided also 
the prices of food and other essential consum ption goods are not per
m itted  to rise too much, a slightly increasing price level is on  the whole 
desirable. It would give resilience to the economy; it would keep profits 
at a reasonable level and thereby act as a spur to further savings and 
production. I t would neutralise the inefficiency of the public and private 
sectors to some extent.

Unfortunately, however, the above favourable results are conditioned 
by the extent of the rise and fluctuations of the price level, as well as 
by the kinds of commodities subject to such pressures. In  the context 
of the T h ird  Plan, it would be unrealistic to think that the problem 
could be either inflation or deflation; no, the problem can only be 
one of inflation. I t is not merely the scale of investment contem plated 
that would cause an increase in the general level of prices; equally it is 
the pattern  of investment with its continuing emphasis and high expendi
tures on the m anufacture of machines and capital goods which have a 
relatively long gestation period. A further 20 per cent increase in  the 
cost of living and general prices, as happened during the Second Plan 
period, would cause serious injury to the economy, render the task of 
m obilising adequate resources almost insuperable, create social and 
economic discontent, reduce the levels of achievement in  terms of physi
cal targets, accentuate inequalities of income and wealth distribution 
and further make nonsense of our goal of a W elfare State. T h e  preven
tion of any considerable rise in prices and cost of living must be regarded 
as an  imperative in  the T h ird  Plan.

Many favourable factors can be noted in the economy today which 
fortify reasonable optimism that a sound price policy if clearly form ulated 
and sincerely sought to be implemented can be successfully achieved. 
In  the first place the Plan itself goes all the way out to achieve our 
Ambitious food and agricultural targets. Provided the organisational 
and administrative machinery is geared to this end, and production 
is increased substantially, there will be no danger of any inflationary 
pressure. Similarly, im port of 17 m illion tons of foodgrains which 
has been arranged under U.S.A. P.L. 480 will serve as an  anti-inflationary 
measure. Secondly, during the last four years production potentials have 
been built up which would soon bear fru it. For example, the impact 
of irrigation and power for increasing food and industrial production 
would be considerable. Supply of steel, m achine tools, and various 
other interm ediate goods will all increase substantially in the coming 
years. T here is a great deal of built-in safety against inflation.
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Acceptance of a sound and suitable price policy carries with it certain 
implications for action along several fronts which are interrelated. A



price policy cannot be dealt with in  isolation; it is closely re la ted  to 
fiscal, monetary and pioduction policies, and  is conditioned by the 
nature and effective working of the economic institutions of the country 
and  by the attitudes of the public.

T h e  price level in  an economy is the result of the operation of both  
general and particular factors. I t  is in one sense a relationship between 
aggregate demand and aggregate supply—or alternatively between aggre
gate expenditure and aggregate income. T h e  price level will also be 
affected by special factors affecting supplies and demands for particular 
commodities. O n account of a failure of production and decline in 
supplies prices may rise; or on account of scarcity of some factors 
entering into production of those specific commodities u n it costs may 
rise, thereby leading up to increased prices; or demands for particular 
commodities may increase substantially, which would cause a rise in  the 
prices. T hus whatever the causes, whenever there is an imbalance bet
ween supplies and demand, prices would increase. In  our developing 
economy both the general and special sets of circumstances m ight operate, 
and action should be designed to m eet both sets of circumstances.

I t is necessary to deal at some length w ith both of the above. A 
fairly stable price level implies broadly a balance between aggregate 
dem and and aggregate supply in the economy. Among the factors that 
make up aggregate demand a r e : (a) the am ount of money income deter
m ined by private and public spending and investments, and (b) expendi
tures no t matched by real resources. For example every budgetary deficit 
including deficit financing creates money incomes in excess of resources 
and causes a pressure on supplies, thus pushing up the price level. Not 
merely Government deficits bu t creation of credit by the banking and 
m onetary systems will have the same effect. T hus the limits to expendi
ture and investments are set by the availability of real resources that 
can be mobilised and the volume of production of goods on which the 
additional money incomes can be spent. In  a developing economy where 
public expenditures and public investments and private investments are 
on a large scale, the pressure on resources and supplies would be conti
nuous. If development expenditure is to be m aintained at the level 
envisaged in the Plan, it is necessary that non-development expenditure 
should be curtailed. But circumstances beyond the control of the Gov
ernm ent may raise the level of such expenditure. Outlay on defence may 
be one such item.

In  such circumstances it is all the more necessary that appropriate 
action should be taken to reduce private demand. T his can be done by 
taxation, both direct and indirect (thus m opping up purchasing power 
to the extent possible) by borrowings and by mobilising small savings. 
In  o ther words, all forms of action designed to reduce the pressure on 
available supplies are necessary. Indirect taxation has a definite place 
in reducing the pressure of demand. Only care should be taken to ensure 
that it does not lead up to a demand for increased wages thereby creating 
a cost inflation. Credit creation should also be reduced to the m inim um
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necessary for production—and should n o t be allowed for hoarding or 
speculation purposes.

Extensive controls m ight be framed and  enforced; controls of supply 
and rationing of its use may be resorted to; bu t a more enduring solution 
lies only in increasing the production and  supply. T his can be done by 
imports (a quick remedy), by speeding u p  measures to increase produc
tion and above all by increasing the production of food and other essen
tial consumer goods on which the bulk of the incomes of the country are 
generally spent. All this is perhaps trite  bu t it is essential that these 
simple, basic points are borne in mind.

As stated above prices are affected equally by factors special to parti
cular commodities the supply and dem and for which are liable to vary 
unduly. Such variations are only to be expected because to take an out
standing illustration, food and agricultural production in India is so 
m uch conditioned by the weather that variations in  supplies (aggravated 
often by variations in  stocks and m arket arrivals) cause considerable fluc
tuations in prices. Similarly dem and m ight vary due to unpredictable 
and unexpected factors. Prices m ight also rise due to the scarcity of 
some raw material or other components of production including the price 
of labour and other factors. Real costs of production m ight go up, there
by increasing the prices of such commodities.
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In  the light of this brief review it is possible to outline the action 
that should be taken to enforce the price policy which has been indicated 
above. Since food is the m ajor item  in the cost of living of the bulk of 
the people, holding the food price line w ould mean w inning m ore than 
half the battle. In  spite of the fact th a t since 1943-44 the essentials of 
our food problem have been surveyed by several committees and com
missions, no firm action has followed. Even today the country is bogged 
down by a num ber of conflicting proposals and ideas; no consensus of 
opinion has been established. Yet it is clear that a certain minim um  
basis of action exists and can be resorted to w ithout any risk.

First, it is necessary to establish floor prices for some of the more 
im portant foodgrains like wheat, rice, jowar and two or three more 
of such articles. T he establishment of such floor prices will be no innova
tion: floor prices were established in  1954 for wheat, jowar and maize. 
In  1955 this was extended to rice and gram. Floor and ceiling prices 
have also been fixed for cotton since 1942. T h e  argument that at the 
present time food prices are high and, therefore, there is no need to 
have floor prices is very weak. Fluctuations of agricultural commodi
ties are so frequent that the country m ight be caught unawares once 
again as it was in 1954. A perm anent scheme of incentives provided by 
a system of floor prices must be part of a sound food production and food 
price policy.



Secondly, floor prices should be fixed for a m inim um  period of three 
years and must allow for regional variations. T hirdly, the floor prices 
that may be fixed should be about ten to twelve per cent below the 
present procurem ent prices in the regions. Fourthly, the building u p  of 
buffer stocks must be speeded up and sufficient warehouses should be b u ilt 
to store such foodgrains which may be revolved from time to time. T his 
would involve government purchase and sale operations with their a tten 
d an t risks, but those risks must be taken.

Recently the m ethod of monopoly state trading has been greatly can
vassed. In  spite of some of its advantages, on balance it has to  be 
rejected. As the Food M inister had pointed out in one of his speedies, 
state trading has not achieved the results hoped for. Indeed wherever 
it was in operation it failed to  hold the price line. I t  was not even 
able to procure reasonable quantities of foodgrains; the Centre h ad  to 
rush to assist even the so-called surplus States; prices rose and became 
higher than under norm al trade. I t  is not surprising lh a l very few of 
the State Governments seem to be in favour of state trading. T o  be 
fair it is necessary to add that it has not had a fair trial. But considering 
o u r poor administrative machinery, it would be far better to concentrate 
on methods of procuring and distributing supplies e.g. through co-operative 
organisations and efficient transport ra ther than  em bark on state trading.

O ur food problem  has been aggravated by the rap id  change in  the 
behaviour of the farmers who have tended to hold  more stocks in their 
hands either for consumption or for deferred sales. W hile this reflects 
the growing strength of the rural sector, it has not made the food distri
bution problem easy. M arket surpluses have declined; m arket arrivals 
in  many surplus States have shown a declining trend. A decline in pro
duction has been followed by a greater decline in  m arket arrivals while 
increased production has not brought about a corresponding increase in 
m arket arrivals. Food consumption levels seem to have changed as 
between ru ral and urban  sectors of the community which have shown 
increased capacity to withhold sales and hoard stocks.

T here is a prevailing view that in the m atter of food controls there 
is no half-way house. I t is said that either we should have full and 
complete control or we should leave prices and supplies entirely to 
m arket operation. Such a view is extreme and incorrect. T here  are 
degrees of control both in  distribution and prices which have been effective 
in  various degrees. Indian  economy has been witness to considerable 
controls in the production and distribution and pricing of industrial 
commodities. Through the operation of the Industries (Development and 
Regulations) Act of 1951 and the Essential Commodities Act of 1955 Gov
ernm ent has taken adequate powers to control production, price and 
distribution of virtually every im portant industrial m aterial and in te r
m ediate goods. Coal, steel, petroleum products, fertilisers, cement, caustic 
soda and a large num ber and variety of consumer goods like sugar, m ilk 
powder, newsprint, etc. have been controlled. Many of these items were 
distributed through the State T rad ing  Corporation. A ltogether regula
tions and control have been rather extensive. However, considering the
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administrative and organisational difficulties involved it is better as a 
general rule to concentrate on im proving distribution and transport 
arrangements rather than depend on regulations.

Of the two m ajor foodgrains of wide consumption, wheat presents 
no serious problem. W ith increased production and large imports p lan
ned  under P.L. 480 wheat prices can be held pretty firmly. But in respect 
of rice both production and im ports will not be adequate. Some 
measure of control of rice procurem ent and distribution would seem 
to be necessary. I t  is desirable to keep the m argin of prices between 
rice and wheat sufficiently wide to tem pt the consumer to switch over to  
wheat. Some shift has taken place recently b u t this should be strengthen
ed. But it is, however, likely that rice will continue to be a problem 
w ith us for some time. Besides food and other agricultural commodities, 
the most im portant consumer goods to  be watched are cotton textiles and 
a wide range of essential consumer goods. Production, supply and prices 
of these goods should be constantly reviewed and annual production plans 
should be revised in the light of the needs of consumption and the 
maintenance of stable prices.

Finally, there can be no disguising the fact that inflation will continue 
to beset the Indian economy for several years. I t  is an inevitable 
accompaniment of the process of rap id  development. T h e  country must 
accept the consequences of some inflationary pressures and develop certain 
degree of inflation tolerance. W ith  a view to ensuring that inflationary 
pressures do not m ount up  too m uch and that prices do not fluctuate 
too widely, it is necessary to have a careful watch of all the param eters 
th a t affect the economy: public and private expenditures, level of prices, 
cost of living, savings, deficit financing, credit creation and so on. T h is  
can be done only by a high-powered authority  which will have the power 
to study and report to the Cabinet, suggesting measures necessary to  
secure a balance in the economy. Such a body should function indepen
dently of the Planning Commission bu t will be in touch with the Planning 
Commission. I t should have a small economic and statistical un it to  
supply it with the necessary data. B ut prim arily it would function as the  
authority to advise the Cabinet on price policies and related problems.
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Social Purpose in Planning

DR. CYAN CHAND

I  t H E T h ird  Five Year Plan, by common consent, is going to  be
I of crucial im portance for our future, for upon the fulfilment of its 

targets will depend whether the country can go ahead w ithout 
undue dependence upon foreign assistance and generate its own surplus 
to  sustain a process of continuous economic growth. This aim is valid, 
and  so is the assumption that the proportion of savings and investment 
to national income has to be raised to say 14 per cent if this pre-eminently 
desirable object is to be achieved. T his view, to repeat, is valid as far 
as it goes, b u t it is based upon a num ber o£ assumptions (among them  
one relating to the investm ent-output ratio) which are w ithout a firm 
factual basis. I t is necessary therefore to bear in  m ind the inherent 
limitations of this whole approach, which relies mainly upon the ratio  
of investment to national income and does no t take into account ade
quately the need for generating and m aintaining social impetus.

I t  is adm itted tha t whatever the achievements of the first two Plans 
in  the country, the most im portant lim iting factor in  the realisation of 
their basic objectives has been our incapacity to enlist the co-operation of 
the people. On their part there is a lack of intelligent understanding of 
the essentials of the Plans and their relation to everyday problems 
and needs. T h e  people have had a very limited share in the 
preparation and execution of the Plans; and the awareness of their bear
ing upon their own well-being is almost completely lacking and m uch 
more so of any all-permeating social purpose w ithout which an individual 
project and all the projects taken together cannot acquire essential unity 
and  coherence. Self-sustaining capacity of the economy, upon which so 
m uch stress is rightly being laid at present, would depend more upon 
the social earnestness, understanding and initiative with which the people 
respond to the challenge of the next Plan than  upon the proportion of 
the investment to national income, significant as the latter undoubtedly 
is. I t  is the social purpose of the P lan and the drive it can create which 
will really carry the people over what is generally called the hum p, i.e. it 
will enable us to ‘take-ofE’ from the relatively static position to a position 
in  which the economy would propel itself and move forward on its own 
momentum. In  the face of the general prevailing inertia of the people 
it will not be possible to produce wealth adequate to their needs even 
if they are given the necessary tools or the skills to use them competently 
and well. Much less will it be possible to create conditions under which 
the wealth can be used for the benefit of the people as a whole and not 
merely a small m inority in  positions of power and  authority.

T h e  avowed goal of economic growth in  Ind ia  is the establishment 
of a socialist society in  the country. T h e  success that has been already



attained in the first decade of planning is to be measured by the extent 
to which this objective has in  fact been realised or promoted. And the 
potential of the next Plan should also be m easured by the ra te of progress 
towards the attainm ent of the avowed goal. T h e  rate of development and 
social transformation in the last decade has fallen short of the needs of the 
people. A vast majority of them, owing to the inflationary pressures 
or otherwise, are, absolutely and relatively speaking, in no better posi
tion than before. Actually a great m any of them  are worse oflF. 
W hat is more serious, an atm osphere of frustration and even 
dismay has been growing and it has created a situation which is precari
ous in  the extreme and cannot bu t cause grave concern to all discerning 
students of current affairs and the men in  authority  who are still sensitive 
to the signs of the times and are not lost in  adm inistrative routine or 
political manoeuvres.

Capital formation, in  aggregate and in  the rate of its growth, is 
im portant for development and our lim ited resources have to be conserved 
and maximised; bu t more im portant than capital form ation in  m aterial 
terms is the building up of the social reserves of the people, i.e., their 
faith in  themselves, in the social goal w hich the country has set itself 
and in  the capacity of those who are at the helm  of affairs in  Government, 
business, trade, public life and the w orking of economic and socia’ 
institutions, to steer the country through the difficult times which are s> 
obviously ahead of us.

These social reserves, instead of being added to or accumulated, hive 
unfortunately been depleted in  the last ten years and the need for r^ le - 
nishing them is even greater than that of capital accumulation. W e lave 
added to our physical assets. For example, we have carried out great river 
valley projects, and set up steel mills and  other heavy industries, and 
'there has been also an addition to productive capacity in the p'ivate 
industrial sector. T here has been, in  o ther words, capital 
accum ulation which for a country like In d ia  has been very consid'rable; 
Lut  in  spite of this fact, regeneration of the people has been arrested 
and it is clear that in some im portant respects we have been moving in  the 
reverse gear. In  social terms, at all levels, from  the village to the rational 
Government, the will and capacity to rise to the occasion are lacking. 
In ternal strife, which is increasing, is sapping the energy of the people 
and creating social stresses. T he de-accumulation of social capital chat has 
taken place, and is taking place, has probably more than negated the 
^ o d  tha t the capital accumulation, such as has occurred, has done to 
our economy. T h e  social levers for a tta in ing  the ‘take-off’ stage have 
been greatly im paired and in  the next P lan, even if we attain a 14 per 
cent national income-investment ratio, we shall not be able to move on to 
a higher plane of economic effort.

I t  is not necessary to get into an argum ent as to what is m eant by 
socialism. T here are different schools of socialism and their differences 
nre not only acute, or even acrimonious, b u t show a degree of sectarian 
rintipathy which is known to repel ra ther th an  attract earnest persons in 
Search of a new social dispensation.
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But even if the Directive Principles of our Constitution, like equ it
able distribution of income and wealth, reduction of the concentration 
of economic power, agrarian changes in the interest of the dispossessed 
sections of the agricultural community such as the landless labourers and 
poor peasants, equality of opportunity and attainm ent of a classless and 
casteless society, are taken as social imperatives for building up a socialis
tic society, it is fairly clear that we have done very little  to follow this 
directive in practice or realise the im plicit purposes.

Notwithstanding a progressive income-tax rate, the imposition of 
death duties, capital gains tax and expenditure tax and partia l abolition  
of landlordism, it is clear that the 42 per cent increase in  national 
income and an increase in agricultural and industrial production of 35 
and 50 per cent respectively since 1951 have not m eant any real improve
m ent in the ronditions of the vast m ajority of rural and urban classes. 
All available evidence points to the conclusion that their real income has 
either been stagnant or actually decreased in  the last ten years. T h e  two 
Plans did not provide for any planned redistribution of national income 
and no information is available as to how the additional income generated 
in  the last decade has been shared amongst different sections of the 

vcommunity and different States of the country. T h e  presumption, however, 
«  that owing to the continuous and growing inflationary pressure and  the 
balance of forces in the country, the industrialists, big m erchants and 
Vher privileged classes have mainly benefited from the increase of p ro 
duction and national income.

In rural areas only the agriculturists with m arketable surplus (less 
t h ^  20 per cent of the total agricultural population) have benefited b y  
rise\of agricultural prices. Development plans have practically done 
no tnng  for the landless labourers or poor peasants, and agricultural 
holdtags are still very inequitably d istributed—probably even m ore so 
on account of the muss eviction of the tenants. Probably less than 
a qulrter of landholders own more than three-quarters of the culti
vated lland and all our agrarian reforms have done nothing to alter or 
modif this fundamental fact. T he development of village and small 
lindustfies has done very liu le to reduce unemployment or raise wages.j 
'Artisans as a class have gained very little  indeed from the Rs. 200 crorel 
of expenditure on the development of the decentralised sector. Villagesj 
remain) as they have been in the past, oligarchies in which the higherj 
classes and castes are all-powerful. T h e  Panchayats and co-operatives- 
two nelv institutions which have been started for economic and adminis 
trative decentralisation—are m anned and controlled by them.

Industrial labour, it is also known, has not participated in  the increase 
of national income in real terms and its real wages have practically rd  
m ained unchanged since 1947. T h e  middle classes, it is not necessary tc 
add, have suffered most because of inflation and their seething disconten 
has a very serious potential from the point of view of the future.

These facts are well-known and are practically adm itted by o u r p lan  
ners. They have been recited above in  order to bring out the fact tha 
social purpose of planning has in practice been greatly neglected and tha
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no  institutional changes of any real significance (apart from partial aboli
tion  of landlordism) have taken place.

A decade of planning has not brought in to  play any forces 9f social 
change at the basic or any other level and there is no indication in  the 
structure of the next Plan that there will be any realignm ent of forces 
and that the process of social change will be m aterially accelerated. 
Reiteration of the socialist objective and reference to the increasing 
im portance of the public sector cannot m ake any difference unless the 
whole climate of public opinion changes, and a sense of urgency is widely 
diffused and becomes the prime mover of policy.

T h e  gap between policy statements and  actual performance, which is 
such a marked feature of the planning of the last decade, has to be 
narrowed. T he contradiction between words and deeds, however, can be 
resolved only if real democratic processes operate in the economy. Short
falls in social terms, that is, failure to  p u t in to  effect social policies of 
radical intent, cause disbelief, cynicism and  even revulsion in  the masses 
an d  among the professional people.

Socialism primarily means a new set of social values and no t merely 
changes in property relations and the institutional framework. Socialists 
o f  all persuasion would accept this po int of view. In  a polity like ours, 
in which force as an instrum ent of social change is abjured, the need is 
all the greater for building up the democratic processes by which the com
m unity participates at all levels in the fram ing and im plementation of 
policies and thus becomes the guardian of their integrity. A t present 
the organs through which the community can perform  this democratic 
function do not exist. T h e  result is m oral degeneration. Values are 
shown scant regard in practice, and they have become a polemical point 
ra ther than a m atter of real concern. T h is  process has gone very far, 
and must be arrested and reversed. An atmosphere of m utual confidence 
is essential for the establishment and working of a socialist society.

Social purpose in  planning necessarily implies that it has to be all- 
pervasive. At present socialism is a preoccupation of political parties 
mostly for demagogic ends and not of educationists, doctors, engineers, 
writers, artists or social workers. T his is so because it is not accepted 
by workers in different fields as an  all-embracing objective to which 
their thoughts and actions have to be directed and creatively developed.

T h is  applies with special force, of course, to the administrators. T he 
view that administrators have merely to carry out policies with complete 
neutrality  in regard to their inner purpose has lost its validity. Even 
otherwise it is obviously inapplicable in  the new context. Administrators 
are so im portant for the consummation of the process of social change that 
unless their minds and behaviour are in full accord with the social objec
tives of planning, miscarriage and even distortion of policies is bound to 
take place. Howsoever well-conceived the policies may be, they cannot be 
fru itfu l if they are implemented by m en who have no genuine faith in 
them.
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T his does not im ply that conformism is to be m ade the rule and  
dissenters are to be weeded out or elim inated. Dissent is essential for real 
socialism and democracy, bu t faith and fervour can express themselves 
democratically and no t merely in an authoritative framework. Actually, 
they can express themselves best in  a democratic context, and  an 
objective like socialism needs executants who honestly and fully accept 
its implications and render complete and unqualified allegiance to  it. 
Lack of understanding of the im portance of this point is in  no small 
measure responsible for the poor results in  planning in  social term s in 
the last decade. If  this experience is not to be repeated in  the next P lan , 
it is essential that the importance of m aking the social purpose of p lann ing  
all-pervasive should be duly appreciated and acted upon.

In  the T h ird  Plan, we have to atta in  self-sufficiency in food, bu ild  
up  heavy industry and meet our essential requirem ents of machines, 
chemicals etc. increasingly from our own resources and set up a ra te  of 
growth which will n o t only enable us to raise materially the standard of 
living of our rapidly growing population b u t also provide surpluses for 
building up and adding to the productive assets of the community. I t 
is necessary to realise that self-sufficiency in  food, industrialisation and 
a rapid rate of economic growth cannot be attained unless we bring  the 
masses into action and make them the principal beneficiaries of economic 
development and the chief instruments and  architects of the new eco
nomy. If this building up has to become a reality, a m uch larger measure 
of economic and social equality has to be realised, a shift of power from 
the few to the many has to take place, and our economy and polity have 
to function in the context of a socialist society in  the making. T h is has 
to be the real core of the Plan. T h e  foundation of the new economy 
has to be well and truly laid and the superstructure has to be created with 
clear understanding of the new social purpose and its full implications.

In  spite of the fact that socialism has so far been hardly a factor of 
any importance in  the preparation and execution of the Plans, an 
atmosphere of re treat from it is fast developing. A part from the overt 
opposition of a new political party, under which very powerful interests 
are being mobilised to thwart the growth of socialism, the position of 
the pro-socialist forces is being eroded. Burrowing from within and  the 
assault from outside are darkening the prospects of the next P lan am ount
ing to a significant advance towards the growth of a socialist society. I t 
is not clear yet whether socialist forces are clear-sighted enough to know 
the position as it is developing and can m uster the necessary resistance 
to the anti-socialist forces. But the challenge has to be met. T h e  social 
purpose has to be made the very essence of the new Plan under consi
deration, and the index and measure of its success.
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DR. V. K. R. V. RAO

IT  is very difficult to know if the T h ird  Plan has behind it a definite 
ideology. In  fact, the word socialism does not figure in the docu
ment at all, and even when the word ‘Socialist Pattern of Society’ 

is used, it is intended to deal with the good of the community as a whole 
ra ther than specially with the needs and problems of the many poor who 
form  such a conspicuous part of our society. I thought that the Congress 
Party had decided last year to lay emphasis on its ideology and bring 
o u t the content and implications of w hat it m eant by a socialist society 
clearly before the people. T his they w anted to do in  order that the 
necessary motivation may be provided for the country to undertake the 
gigantic effort needed to pu t through a bold and big T h ird  Plan. I was 
also under the impression that this was the m ajor reason behind the 
A.-I.C.C. convening a special Seminar at Ooty during the summer of 
last year. T he Ooty Seminar also had  endorsed the need for a clear 
statem ent of the Congress ideology in  terms of the implications of a 
socialist pattern of society. One would have thought that the T h ird  Plan 
D raft would have opened with an unam biguous chapter on the meaning 
and implications of a socialist society, discussed the steps taken by the 
First and Second Five Year Plans for facilitating the establishment of 
such a society, outlined what the T h ird  Plan proposes to do in this 
respect, and ended up with the need for austerity and sacrifice in  the 
present in order that one may have a socialist society in the future. But 
somehow this has not happened. Maybe the skilful and well-directed 
newspaper propaganda that followed the reporting of the Ooty Seminar 
discussions had something to do with this change. Maybe the polite bu t 
firm opinions on the place of private enterprise and incentives for the 
capitalist classes that were given expression to singly and collectively by 
our many foreign friends who have been visiting our country in recent 
m onths have also had their effect, more especially as we are now so depen
dent on them for the im plem entation of our Plans. May be the Congress 
Party has had genuine second thoughts on the subject of socialism and 
is probably veering round to the right of the position it originally took 

I at Avadi and then reiterated at N agpur. Nobody really knows the 
answer and I have neither the knowledge nor the authority even to dare 
at guessing. W hat is clear, however, is that the D raft T h ird  P lan does 
not contain an assessment of what the first two Plans have done for 
taking the country in the direction of a socialist society. N or does it 
link up  integrally the proposals and programmes of the T h ird  Plan with 
the transform ation of Indian society on socialist lines. At the same time, 
the Plan is obviously not im bued by the ideology of pure private enter
prise nor does it seek the establishment of a capitalist society. T h a t is 
why the Congress Party can still claim to have fundam ental differences
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with the Swatantra P a r ty ; bu t th a t does not make it a party inspired by 
socialist ideals or committed to the establishment of a socialist society. T o  
the extent the Draft Plan visualises a society in terms of an ideology at all, 
it is that of a m ixed economy, where the economic honours are shared 
between state enterprise and private enterprise, and where the common 
m an is supposed to benefit by the larger employment and higher income 
that this mixed economy will b ring  him. But the social implications of 
even such a mixed economy, especially when there are no fundam ental 
institutional changes for altering the balance of social, economic and 
even political power, are lost sight of. I t  is not surprising therefore to  
find the planners still failing to find the real reason for the absence of 
that positive public co-operation which according to their own admission 
is so essential for the success of the T h ird  Plan.

If the Plan has no ideology, I may be told, has it not got aims, 
and objects ? And would not these be sufficient to rouse public en thu
siasm and provide the necessary m otivation for that gigantic national 
effort which, all agree, is required for the success of the T h ird  Plan ? I  
will hasten to adm it that the T h ird  Plan D raft does outline aims and 
objects. In  fact these are neatly summed up and arranged in  serial o rder 
th u s :

(1) to secure during the T h ird  Plan a rise in national income 
of over 5 per cent per annum , the pattern  of investment 
being designed also to sustain this rate of growth during  
subsequent plan periods;

(2) to achieve self-sufficiency in foodgrains, and increase agri
cultural production to  meet the requirements of industry and 
exports;

(3) to expand basic industries like steel, fuel and power and 
establish m achine-building capacity, so that the requirem ents 
of further industrialisation can be met within a period of ten 
years or so mainly from the country’s own resources;

(4) to utilise to the fullest extent possible the manpower resources 
of the country and to ensure a substantial expansion in 
employment opportunities; and

(5) to bring  about a reduction of inequalities in income and 
wealth and a more even distribution of economic power.

I t  is perhaps not entirely unintentional that reduction in inequality 
figures last in this list. Nor can it be an unconscious omission that the 
D raft does not contain a chapter on what is being proposed for the 
im plementation of this item. I t  is, however, no use flogging a dead 
horse. Problems of distribution are obviously at a discount in the early 
stages of a developing economy; the fact that they become supremely 
relevant when the economy is seeking to develop in the context of a 
democratic and free society is a point that can be made, bu t that will 
logically lead to a call for the necessary ideology; and as ideology is 
ru led  out in the framework of the T h ird  Plan, it is no use harping on 
the omission and thus causing needless irritation among those who have
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been activated by undoubtedly good motives in form ulating the T h ird
Plan. Only one cannot escape logic, even if considerations of expediency 
seem to counsel an attem pt to do so. T h e  fact is that workers are 
comprised not only of leuders b u t also of followeis; and the economy of 
growth has to provide incentives not only lor the classes b u t also for 
the masses, if  this cannot be done in muterialisuc te.ms in adequate 
measure and with siitticient speed, then a non maierialistic supplement 
will have to be provided; and that is what an ideo'o;;y does. I have
no doubt in niy m ind ihat in em baik 'ng on the aims that the T h ird
Plan Draft has outlined without prior leavening thereof with a socialist 
ideology, we are in effect going into a battle w ithout a battle-cry and 
tha t does not augur well for success, especially in these days when 
psychological factors occupy such a high place in the stiategy of war and 
collective effort.

I have no quarrel with the five aims outlined by the T h ird  Plan 
D raft. In  fact, they have a sensible economic basis and have had a 
lot of technically competent work behind them. But technical competence 
in form ulating aims is only one of the conditions that make for success. 
W hat is even more im portant is the policy that is proposed for imple
m enting the agreed aims. And policy becomes doubly im portant, when 
the objectives one seeks are somewhat beyond the capacity of those who 
are seeking it in the context of the existing institutional organisation of 
the society concerned and the complex of motives and incentives activat
ing its members. Even if the Plan does not have an ideology, it must 
have a policy: and in  my view the following policy conditions constitute 
an essential basis for the im plem entation of the aims outlined in the 
T h ird  Plan :

(1) A firm and  well-formulated price policy that will hold the 
price line of essential articles of consumption at a given level 
to be pre determ ined before the initiation of the T h ird  Plan.

<2) A clear and unambiguous policy regarding reduction in  in
equalities of income, wealth, and power, that will outline 
the concrete steps to be taken up for this purpose and set up 
an evaluation machinery that will m ark the success that these 
have in im plem enting the stated objective.

(3) A well-thought-out policy regarding agriculture that will not 
regard increase in agricultural production as a mere exercise 
in the arithm etic of inpu t and output, bu t will take into full 
account the psychology of the cultivator and provide him  with 
the necessary incentives both to work harder and sell a larger 
part of his ou tput than  he has been doing since Independence.

(4) A clear policy of going all ou t to better the conditions of the 
common m an; and this has to be done not in  terms of general 
statements or of statistical aggregates, bu t in the concrete, 
indicating in detailed fashion in what respect the poorest 
people in the country and its poorest region are going to have 
their condition improved by the im plem entation of the T h ird
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Plan. H ere again, there should be an  evaluation m achinery 
that should watch and  m ark at every step what is being 
achieved in  this respect.

Finally, I would like to suggest a m ajor change in the ou tlin ing  
of our objective. H itherto , we have been talking of increasing the 
per capita income by such and such a percentage; and we have taken 
for granted that if this is achieved, it would automatically bring about 
an equivalent rise in  the average levels of consumption. And we have 
been identifying the average w ith the mass; the per capita income with 
the poor man’s income. Recent events have shown that this is not true. 
T h e  Second Plan has undoubtedly increased the nation’s per capita
income bu t it has been accompanied by such a rise in prices that real
income has not increased for significant numbers of low-income workers 
in  the country. T his has now been demonstrated so conspicuously all 
over the country that a rise in per capita income, even if it is promised 
to be at constant prices, is not going to stimulate enthusiasm, especially 
on the part o£ the poorest in  the land. Moreover, even if the price-line 
is held and the per capita income does not rise in real terms, there is 
no guarantee tha t it will automatically rise for the poorest and lowest 
paid workers who all too often do not have the economic strength to 
enforce their dem and bu t nevertheless are sufficiently powerful to dam pen 
the required rise in  productivity. I suggest, therefore, that in  form ulat
ing the aims of the T h ird  P lan—and I may add subsequent Plans—we 
should, in addition to the aim of raising the per capita income by a 
certain percentage, also have the objective of guaranteeing a certain
m inim um  wage in real terms for all workers in the country. In other
words, we must add to  the per capita income figure, the figure of a 
national m inim um  wage. T h a t is the only way in which we can ensure 
some co-operation on the part of the masses, even though I still would 
say that a socialist ideology clearly stated and firmly pursued would secure 
such co-operation in  larger and more dynamic measure.
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DR. A. K. DAS G U PTA

De s p i t e  deficiencies in many fields of operation relative to targets, 
the achievements of the Second Five Year Plan are greater than one 
would have expected from one’s experience of the first two years of 

the Plan. T h e  overall investment is likely to come up  to about the 
level that was originally contemplated, even though the distribution has 
gone a little  more in  favour of the private sector than was originally 
provided in the Plan. T h e  overall rate of growth is also expected to 
be ju st about 5 per cent below the target envisaged—20 per cent instead 
of 25 per cent. T his is quite an achievement, considering that the 
cconomy suffered from  bad  harvest for the greater part of the Plan period 
—one of these years being m arked by an absolute fall in  agricultural 
ou tpu t.

W hat is more im portant is that increases in the ou tpu t of strategic 
commodities, such as iron and steel, cement, fertilisers, etc. have been, 
in absolute terms, considerable, even though, relatively to the targets, 
the showing may be a little discouraging. In  respect of one of the 
strategic commodities, machine toojs, the target is indeed expected to 
be exceeded. Even on the food front, the position is not so bad, despite 
the setback of the early years of the Plan. T h e  increase registered is 
likely to be 15 per cent above the 1955-56 level, and the ou tpu t expected 
to be realised in  the final year of the Plan is of the order of 75 million 
tons, which, let it be noted, just equals the original target while falling 
below the revised target by 5 million tons. Indeed, if current estimates 
are reliable, the rate of increase of food production over the Plan 
period is to exceed the rate of growth of population which probably 
Infill be somewhere around 10 per cent.

These are refreshing features of the findings of the Planning Com
mission, and they should have encouraged the Commission into thinking 
in terms of a bigger plan than they have offered in their D raft O utline 
lo r the T h ird  Five Year Plan. T he aggregate investment envisaged in 
the D raft O utline is Rs. 10,200 crore (at 1958-59 prices), of which Rs. 6,200 
crore will be in  the public sector and Rs. 4,000 crore will be in the private 
sector. T h e  order of investment contemplated is in effect less than had 
been envisaged for the T h ird  Five Year Plan in  the model projection 
shown in the Second Plan. Translated in  terms of 1952-53 price level 
which was the po in t of reference in  the model, the value of Rs. 10,200 
crore amounts to about Rs. 9,000 crore, whereas the model projection 
figure was Rs. 9,900 crore. T he T h ird  Plan investment, as indicated in 
the D raft O utline will be only about 50 per cent higher than  the Second 
Plan investment, while the latter happens to be about double the First Plan 
investment. I t  appears that the achievements of the Second P lan have 
made the P lanning Commission relax rather than take courage. T he
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Plan certainly is conservative, if  looked at from the point of view of its
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size.

T h e  deficiency becomes particularly conspicuous when the volume of 
investment contemplated in the Plan is judged in relation to the employ
m ent needs of the economy. Already at the end of the Second P lan, we 
are told, the economy will have no less than 2 m illion persons added to 
the back log of unemployed w ith which the Plan had started five years 
ago. T his indeed is the most disconcerting aspect of the Second Five 
Year Plan; for the employment target which had been fixed for the 
Second Plan provided for the absorption of the entire additional labour 
force that was to arise in the economy as a result of the growth of popula
tion during the five-year period, leaving only the current back log to  be 
taken care of by later plans. T h e  responsibility of the T h ird  Plan, on 
the employment front, has thus turned out to be greater than was antici
pated when the model projection had been drawn.

If, in spite of this, the P lanning Commission fixes a lower investment 
target for the T h ird  Plan, it is not because it is not aware of the problem. 
I t does have employment as one of the crucial targets in the Plan. It 
leaves out of account the back-log of unemployment that it is to start with, 
as it did when the Second P lan was formulated. It does expect, however, 
that the order of investment contemplated would take care of almost the 
entire addition to the labour force consequent on the growth of popula
tion—again following broadly the procedure of the Second Plan.

T h e  Planning Commission’s estimate of new entrants to labour force 
over the T h ird  P lan period is of the order of 15 million; the employment 
that it envisages in  the Plan is of the order of 14 million, of which 
10.5 million will be outside agriculture and 3.5 m illion will be in  agricul
ture. T he target of employment is reasonable enough; for, if realised, 
it will mean m aintenance of the proportion of unemployed to total popu
lation more or less intact. T h e  question i s : can the Plan do it ? And 
even if it can, w hat is the likely implication of the proposed investment- 
labour ratio for the productivity of labour ? T he m atter deserves s c ru tin y ; 
for, one suspects that enough thought has not been bestowed on it by 
the Planning Commission. Even on a broad view—and nothing bu t a broad 
view is attem pted here—it appears that there is something wrong in  these 
estimates. T h e  employment that is associated with a given volume of 
investment depends upon the pattern  of investment; the greater the bias 
th a t your plan has towards labour-intensive lines of techniques of produc
tion, the larger will be the employment that a given volume of investment 
will generate. W e do not have a m inute breakdown of the pattern  of 
investment -o n ly  broad categories are shown. N or do we have knowledge 
of the relevant co-efficients, so as to be able to work out the labour content 
of the investment contem plated in the Plan. A broad view of the distri
bu tion of the Plan outlay in  the public sector, however, suggests that 
the pattern of investment is not likely to deviate much from  w hat it 
was in the Second Plan. A little  more emphasis on agriculture (including 
community development), industry and power, a little less on transport 
and  social services and a slight shift away from m ajor irrigation over to



medium and m inor projects—these are all the deviations that are con
templated; the adjustments tha t these would involve are of a marginal 
order. One does not know how these adjustments will affect the overall 
pattern  of investment in relation  to labour intensity; some may 
involve a little  more labour-intensive operation and some less. 
I t  is probable that the overall pattern  of investment will lead 
up  to about the same investment-labour ratio  as we have had 
for the Second Plan. Assuming this to happen, it is easy 
to see that the employment target proposed for the T h ird  Plan is an 
exaggeration. For if, as is estimated, an overall investment of Rs. 6,750 
crore in  the Second Plan provides employment altogether to 8 m illion
persons, the investment-labour ratio  turns out to be about Rs. 8,440 per
head. Applying this ratio, one finds that the additional employment 
th a t an investment of Rs. 10,200 crore is likely to create is of the order of
12 million persons. On this calculation about 3 million unemployed are 
to be added to the current back-log over the T h ird  Plan period.

T h e  position is perhaps less reassuring when the m atter is seen from 
the point of view of labour productivity. T h e  test of economic progress— 
which is the avowed objective of economic planning—does not lie merely 
in an  increase in employment, nor merely in an increase in  income; 
the test lies also in additions to labour productivity to which additional 
investment is capable of contributing. I t  is just this latter which the 
P lanning Commission’s employment target militates against. W hen invest
m ent increases by 50 per cent and employment associated w ith it is made 
lo increase by 75 per cent, for this is what the Plan is supposed to aim at, 
it is almost inevitable that labour productivity should fall in the course of 
the operation of the Plan. T he alternatives under the present scheme would 
thus seem to be either to have a reasonable level of employment along 
with lower labour productivity, or to p u t up  w ith a rising proportion 
of unemployment to total population.

T here  is, however, a th ird  alternative which some of us would suggest, 
and that is to make an upward revision of the investment target. T he 
question is still open. T h e  P lanning Commission’s attitude on the issue 
is no t inflexible. Already it has exhibited some degree of flexibility by 
adding Rs. 250 crore to the investment figure that was presented to the 
N ational Development Council and later to the Panel of Economists. 
T h ere  are indications in the D raft O utline that further revisions are pos
sible. In  fact the D raft O utline concludes its section on Balance and 
Flexibility with this significant observation : "W hen work on the Plan 
proceeds beyond the present prelim inary form ulation and both the phasing 
of projects and the requirem ents and availability in different regions are 
considered, changes will doubtless be needed both in  the physical targets 
which may be proposed and in the consequential financial allotment.” 
(D raft Outline, Sec. 25, pp. 31-32). One does feel that some upward 
revision of the investment target is called for and, in  case the proposed 
food target of 100-105 m illion tons is adhered to, it will be found to be 
possible, too.
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Role of Administration 

A. C. GUHA

^H E First Plan R eport had  declared that “the objects to be 
achieved in public adm inistration are integrity, efficiency, economy 
and public co-operation.” T h e  Second Plan Report also observed: 

"Doubt exists whether in its range and quality, administrative action will 
prove equal to the responsibilities assumed by the Central and State 
Governments.” I t depends on the adm inistration to implement the Plan 
and properly utilise the allotted money. T h e  Draft O utline of the 
T h ird  Plan has now been published. It is a more ambitious Plan than the 
first two. Therefore the responsibility tha t devolves upon the adm inis
tration will be greater. T h e  D raft O utline says : “T he success of the 
T h ird  Plan will rest very largely on the efficiency with which it is im
plem ented.” W hile stressing the role of adm inistration, all three re
ports have also emphasised the im portance of public co-operation and 
all-round economy.

“A plan is an attem pt to improve upon the results that can be achieved 
under an unregulated and uncoordinated play of private decision. It 
must, therefore, involve certain restraints and incentives.” (Second Plan 
Report). This implies a large am ount of public co-operation. O ur 
Plan, proceeding, as it does, on democratic basis, "eschews direct com
m andeering” of resources and impositions of statutory limitations on 
consumptions. W hen we say that the Plan involves certain restraints 
and incentives, we assume that the people will voluntarily impose these 
restraints on their desires and impulses and also will supply incentives 
for greater energy and initiative. Now, what is the machinery that the 
Government has, to enlist public co-operation and voluntary support in 
all these works ? T he machinery prim arily is the adm inistration or, to 
p u t it, more concretely, the adm inistrative systems and methods and 
personnel.

From a "Law and O rder” state, which India was before Independence, 
to a “W elfare State”, aiming at a socialist pattern  of society, is a big 
change. T he Government has realised this and has been m aking re
peated probes into the adm inistrative machinery. Mr. Appleby, public 
adm inistration specialist of repute, came to this country thrice and 
subm itted two reports. His m ain task was to see how far our adm inistra
tion had been, and would be, com petent to discharge the new duties. 
M r. Appleby has said : "India is in fact in  a state of emergency such as 
obtains when a nation is at war. Its success in this emergency depends 
upon rapid decision-making and rapid action. As in war, the emergency 
dictates the establishment of procedures that have a maximum potential 
of acceleration, consistent w ith the m aintenance of democratic values.” 
Have we been able to make the necessary changes in administrative pro
cedure? Rapid decision-making is an im portant point for any Plan.



H e further advocated "the need to educate responsible top organs of 
Governm ent in the ordinances of self-denial which would restrict their 
intervention to really im portant concerns.” This means that the usual 
a ttitude of a bureaucrat to pu t his finger in  every pie should be dis
couraged in  the public sector, particularly when popular co-operation is 
involved.

We cannot expect our officers and officials to accustom themselves to 
the new techniques of adm inistration without effort. A district magis
trate  or a subdivisional officer has all along had, and even now has, 
authority in all m atters—law and order, revenue, judiciary, education, 
social service, cottage industry, etc. I t  would be over-ambitious to ima
gine that an  officer can discharge all these functions properly and at the 
same time enlist people’s co-operation, which involves the cultivation of 
special aptitude. Moreover, there are some matters which would pre
suppose some tedm ical knowledge on the part of the officer dealing with 
them. T h e  S.D.O. or the D.M. is not equipped w ith everyone ot these 
talents, though he is to deal with all these.

R ural and cottage industries and co-operatives would require the 
marshalling of rural initiative and of raw m aterials available nearby for 
the production of consum ption goods. I particularly m ention this item 
as it  is of vital im portance for the development of rural economy which 
cannot be built only on agriculture. Yet there is a wide gulf between 
ru ral people and Governm ent machinery in this matter. T he officials 
dealing w ith these m atters do not have either the technical know-how or 
the mental bent for this type of work. In  the case of rural industries and 
co-operatives, the adm inistrative procedures should be simplified. T he 
rules and procedures should not appear to be m eant to obstruct rather 
than  help progress. As they are at present, these procedures baffle a sim
ple villager. I t is not easy for him  to get the necessary aid—loan or 
g ran t—or even the formal sanction or licence from the State Government.

Again we have to see whether our adm inistrative personnel is really 
equipped for the task of running  the autonomous corporations of big 
industries. A corporation or statutory body should have real autonomy 
for expeditious adm inistrative decisions and actions. I t should not de
pend upon the decisions of the secretariat in all matters. I t  has to be 
examined w hether the present m ethod of having a Secretary of the Gov
ernm ent as chairm an or as a m em ber of the board of a corporation under 
his departm ent is an efficient way of dealing w ith things. I t  would mean 
unnecessary and often embarrassing duplication of work for the Secretary 
in two different capacities. W e have also to consider whether nationa
lisation should be made almost synonymous w ith bureaucratisation. Will 
it be the best way to conduct public sector enterprises ?

As regards the question of social service and public co-operation, the 
position is still more nebulous and vague. Each block has its own Deve
lopm ent Committee. T h e  subdivisional officer is the chairm an of all 
such committees. I t  means tha t the S.D.O. has to look after the work 
of ten  to twelve such development committees. I t  is only natu ral that he 
cannot function effectively in all these committees. But, simply by his
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presence, he dominates the deliberations of these committees and he 
speaks w ith the voice of authority. Now the Panchayat Samiti is taking 
the place of the Development Committee. I t would be a great strain on 
tlie officials, the S.D.O. or anybody else, to get themselves reconciled w ith 
the spirit and the principle of democratic decentralisation. After all they 
are hum an beings. W e cannot expect a ready surrender of authority  from 
all of them.

So it is of the utmost im portance that the Government should strive 
to train  its officials to acquire a new outlook. Refresher courses m ight 
be organised for the purpose. O ur adm inistration has so long coped 
with its tasks tolerably, if not fairly well. But the public is critical and 
discontented with the Government. Despite the development works u n 
dertaken and the expansion of social services, there is lack of apprecia
tion and also a feeling of frustration among the public. These are due, 
primarily, to adm inistrative lapses resulting in targets not achieved and 
money n o t utilised—at least properly. In  this regard, smaller and ru ral 
schemes are of greater im portance as these directly affect the daily life of 
the people.

T he tasks and obligations of our administrative machinery are g ra
dually undergoing a change—not only quantitative bu t qualitative. T o  
be transferred from the job of a district magistrate or from the Secre
taria t post and p u t in charge of a public corporation would require a 
complete m ental readjustm ent in an official. Similarly, at the lower 
level, that is, in the rural areas, the District M agistrate or the S.D.O. 
m ust forget that he is a wielder of power and learn to be a builder of the 
nation.

All these m atters require careful consideration. On the one hand the 
adm inistrative personnel should be made to feel that they are servants 
of the people, not masters; and on the other hand they should feel 
secure from unjustified and uninform ed public criticism and from po li
tical pressure. T h e  adm inistration should be immune from political in 
fluence both from within and w ithout. Inadequately paid clerks can fall 
easy prey to the wiles of agitators. ‘Go slow’, deliberate delay, graft and 
so on, are the common maladies which political influence will encourage 
so as to bring the Government in to  disrepute. If the adm inistration is 
corroded by any political influence, it would be a bad day for the Gov
ernm ent and for the country.

W hen we say that the P lan means accelerated economic development 
involving restrain t and sacrifice, it means that the present generation 
should pu t in  greater effort and impose sacrifice on itself. Adm inistra
tion is a part of the nation—not distinct from the nation. T h e  nation’s 
poverty or prosperity has to be equally shared by them. A feeling of 
patriotism  and of oneness w ith the common m an is an essential feature 
of administrative efficiency. In  this present position, there is no very 
definite fixation of responsibility; none can be individually m ade respon
sible for any lapse. T h a t is a dangerous position and has to be mended.
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Financing the Plan

J. J. A NJA RIA

r ■ iH E T h ird  Five Year P lan calls for an investment 
crore, Rs. 6,200 crore by public sector and 
the private sector. Further, an  expenditure 

crore for expanding social services and for certain 
heads is also envisaged in the Plan. For the public 
thus is to raise resources totalling Rs. 7,250 crore.

T h e  tentative scheme given in the D raft O utline 
public sector outlays is as follows :

T outlay of Rs. 10,200 
Rs. 4,000 crore by 
of about Rs. 1,050 
adm inistrative over
sector the problem

for finahcing these

(Rs. crore)

Second
Plan

Third
Plan

1. Balance from revenues on the basis of existing taxation

2. Contribution of the Railways on the existing basis ..

3. Surpluses of other public enterprises on the existing basis

4. Loans from the public .................................................

5. Small Savings .............................................................

6. Provident funds, betterment levies, steel equalisation fund and
miscellaneous capital r e c e i p t s ......................................

7. Additional taxation, including measures to increase the sur
pluses of public enterprises ......................................

8. Budgetary receipts corresponding to external assistance

9. Deficit f i n a n c i n g ...........................................................

10. T o ta l ...................................................................................

100

150*

800

380

213

1,000

982

1,175

4,600

350

150

440

850

550

510

1,650

2,200

550

7,250

•Inclusive of increased fares and freights. 
‘ •Included in (1) above.

T he table indicates for purposes of comparison the pattern  of financing 
the Second Plan also.

For financing the outlay of Rs. 7,250 crore it vyrill obviously be 
necessary to get the maximiun contribution from each of the various 
devices available for mobilising resources. T axation, surpluses of public 
enterprises, loans and small savings have all to be drawn upon to the 
m aximum extent. I t  may be noted also tha t the problem of financing 
has to  be considered in terms of internal as well as external resources. 
T h e  Plan has a substantial foreign exchange component. T his has to be 
financed by securing the necessary resources from abroad.



O n present estimates, the T h ird  P lan will require additional taxation 
of the order of Rs. 1,650 crore. T his means that the Centre and the 
States will together have to impose additional taxation of Rs. 110 crore 
each year from the very first year of the Plan. This, of course, is an 
average. T h e  phasing of taxation will in practice have to be determ ined 
in  the light of the economic situation and the phased requirem ents of 
the Plan. I t  is clear, however, that the T h ird  Plan can be im plemented 
successfully only if a tax effort of the order of Rs. 110 crore on an 
average is pu t through.

T h e  first question the ‘common m an’ m ight ask i s ; could the tax 
target not be reduced? T h e  answer is in  the negative. In  the scheme of 
financing m entioned above every other mode of financing has been 
stretched to what appears to be the maximum possible. T h e  target for 
m arket loans is fairly high considering that certain special factors in 
the Second Plan period which raised the gross yield under this head 
w ill no t be operative in  the T h ird  P lan period. Small Savings for the 
T h ird  Plan will have to be Rs. 110 crore a year on an average as 
compared to  less than  Rs. 80 crore on an average in  the Second Plan. 
Reliance on external resources which yield, as the table above shows, 
Rs. 2,200 crore of budgetary resources, is governed by balance of payments 
considerations.

Why, then, i t  may be asked, should deficit financing not be raised 
beyond the level of Rs. 550 crore suggested in the D raft O utline ? H ere 
again the answer is fairly obvious. Deficit financing beyond a point raises 
prices and cost of living. T h ere  has already been a rise of more than  
20 per cent in wholesale prices in  the Second Plan period. I t  is essential, 
therefore, to exercise due caution in this m atter during the T h ird  Plan. 
T h e  process of development is bound to exert an upward pressure upon 
prices and some price rises are probably inevitable. T his makes it all the 
more essential that inflationary financing is reduced to the minimum. 
T h e  estimate of Rs. 550 crore of deficit financing is based on calculations of 
what increase in  money supply the economy can stand in  the T h ird  Plan 
period considering the expected increases in  national income and the 
trend towards greater m onetisation of the economy. T h e  inflationary 
im pact of deficit financing in  the past was cushioned by the larger im port 
surpluses financed from a draw ing down of foreign exchange reserves. 
T h is  cushion is no longer available.

As m entioned earlier, the T h ird  P lan requires substantial foreign 
exchange resources. T his is because the machinery and equipm ent as 
well as certain raw m aterials and  interm ediate products required for the 
P lan  have at this stage to be obtained from abroad. T here  are also 
substantial repayments of foreign loans falling due in the T h ird  Plan 
period. Altogether, the total balance of payments deficit for the T h ird  
P lan is estimated at about Rs. 3,200 crore. T h is  takes into account the 
recent P.L. 480 agreement u nder which the U nited  States is to provide 
17 million tons of food grains, part of which will go towards building 
u p  of buffer stocks. A m ajor aim of the T h ird  P lan is to  accelerate 
the development of machine build ing and of heavy industry and m ining
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—w ith which m ust inevitably go the corresponding power and  transport 
facilities so as to enable the country w ithin a period of ten years or so 
to produce domestically the bulk  of its requirem ents of machinery and 
equipm ent. T his objective of attaining a reasonable balance in our 
external accounts at a high level of investment makes it  particularly 
im portant tha t the m axim um  effort is made to raise the domestic 
resources required  for the Plan. T h e  tax target of Rs. 1,650 crore has 
to be judged in this light. T o  achieve viability on external account, the 
country’s exports have to be increased substantially. Taxation  can assist 
in preventing domestic consumption from encroaching on exports.

T h e  scheme of taxation, borrowing, deficit financing, etc. to be 
adopted for the public sector plan cannot be judged in isolation from 
the requirem ents and possibilities in  the private sector. Both the sectors 
draw  ultim ately on the common pool of the community’s savings. T he 
basic question, therefore, is whether the aggregate of domestic savings 
in the economy can be raised to the extent postulated in  the Plan.

From  this point of view it is im portant to emphasise that the T h ird  
Plan envisages a step-up in  domestic savings from about 8 per cent of 
national income to about 11 per cent. T his is a fairly large step-up. I t 
cannot be assumed that such a step-up will occur spontaneously. National 
income is expected to increase at a rate of about 5 per cent per annum  
in the T h ird  Plan period. T h e  necessary increase in  savings can be 
secured if consum ption increases at about I per cent less than the rate 
of increase in national income. In  a country with low per capita 
incomes the natural tendency would be for most of the increases in 
income to be used up for consumption. T his tendency has to be curbed 
in the interests of development. R estraint on consumption, both  by the 
community and by Government, is vital for the success of the Plan.

T h e  function of taxation in a developing economy is to restrict con
sum ption to the limits postulated in the Plan. I t  must be stressed that 
fchere is no question here of an absolute decrease in  consumption. Con
sum ption in the aggregate can be increased at a ra te of about 4 per cent 
per annum  if national income increases at an annual rate of 5 per cent. 
T h e  sacrifice involved is thus relative. There is nevertheless a sacrifice 
and this has to be secured by taxation. Inadequate taxation in  this 
situation would lead to the emergence of undue profits in the hands of 
traders and m iddlem en and to a diversion of resources away from  the 
uses indicated in the Plan. T h e  proportion of taxation to national income 
is at present about 8.5 per cent. T h is will have to be raised to  II  per 
cent by the end of the T h ird  Plan. Considering the requirem ents of 
development and the proportion of tax revenues to national income in 
o ther com parable countries this is not by any means an excessive 
effort.

T h e  capacity of a country to undertake a plan of given dimensions 
depends upon w hether it can mobilise and organise effectively the real 
resources required  for the various development programmes. These real 
resouices a r e ; labour, raw materials, equipm ent and food and other
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articles of essential consumption required  to sustain those who are p a r ti
cipating in  the production process. Undoubtedly, India has most o£ 
the real resources thus required. T h e  more effectively these are utilised, 
the greater is the quantum  of resources available for further develop
ment. Some of these resources are potential—for example, oil; they have 
to be explored and exploited. Certain resources like technical and 
managerial personnel have to be developed through education, training 
and actual experience. W ith  the development of metallurgical and engi
neering industries, the capacity to m anufacture plant and equipm ent will 
grow rapidly. These are questions of organisation. T h e  point i s : 
resources are not static. They are growing and the problem is to  see 
that the fruits of this growth are reflected in a further growth of 
investment rather than of consumption. In  regard to food, the Plan 
aims at achieving self-sufficiency by 1966. For the transitional period 
the necessary imports have already been arranged for. Given these 
favourable factors and taking into account the increase that has already 
taken place in the production potential of the economy over the last 
decade or so, there is no doubt that the investment proposed in  the 
T h ird  Plan as also the target envisaged for domestic resources are about 
the m inimum that can ensure the realisation of the basic objectives 
accepted in the Plan.
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A Self-Generating Economy

DR. I. G. PATEL

O NE of the most rem arkable things about Indian planning is the 
ease with which we have come out with m eaningful slogans 
in  the light of our own experience. T h e  First P lan began with 

)ur sights set on “self-sufficiency in food grains.” T he inflationary impact 
jf the Korean W ar brought with it the slogan of “development with 
itability” and the growing signs of unemployment and of social stresses 
ind  strains symbolised by the bank dispute had  us ready w ith the goal 
Df "a socialist pattern of society.” T h e  somewhat meaningless evaluations 
o£ the First Plan in terms of money spent or not spent led quickly and 
naturally to the controversy on “physical \ersus financial planning.” And 
as we set about preparing a big and bold Second Plan with its big un 
certainties and bold assumptions, other catch-words such as "basic indus
tries”, “perspective planning”, “annual plans” and "flexibility” came in 
view. W ith the Second Plan now nearly over, with its “core” virtually 
fulfilled and with a legacy of depleted reserves, sizeable foreign debt and 
a continuing gap in balance of payments even on m aintenance account, 
the focus has inevitably shifted to “a self-generating economy.” W hether 
the years to come will add further to the list of words and phrases we 
have chosen to highlight our problems, one thing is certain. Each of 
these words and phrases has a hard core of m eaning and significance and 
taken together they sum up  the essential strategy of economic planning 
in India.

W hat then is the m eaning or the significance of the objective of “a 
iplf-generating economy” which we hope to achieve within the next ten 
r twelve years ? Put simply, our objective is to reach as soon as possible 

the stage from whereon the further progress of the Indian economy can 
proceed essentially on the basis of resources from abroad in  the form 
of loans or grants. W hatever may be the attitude to foreign aid in  other 
countries, we in India consider the indefinite continuance of such aid 
as detrim ental to our national resolve and purpose and are anxious, 
therefore, to end in the shortest time possible the present state of affairs 
where our plans depend for their fulfilment on foreign aid to a con
siderable extent.

But before we proceed any further, three points need to be m ade 
clear. First, the achievement of a self-generating economy does not mean 
the end of planning or of purposeful and co-ordinated direction of the 
economy. T h e  task of elim inating poverty and w ant in India cannot be 
completed in ten or twelve years and would require conscious and deter* 
m ined effort over several decades. T o  read in to  “ a self-generating 
economy’ the overtones of a self-regulating economy or of an



economy governed more or less by the so-called free and unfettered deci
sions of private enterprise w ould be to im port an “in ternal” m eaning into 
what is basically a concept perta in ing  to our “external” relations. One 
may, if one is so inclined, discuss whether and when we can relax our 
planning efforts in  India. B ut that is an altogether different problem  
from the one that we are now considering in  the context of the goal we 
have set for ourselves.

Second, the objective of a self-generating economy cannot be assigned 
any definite m eaning w ithout defining the rate at which we wish the 
Indian economy to grow after it becomes self-generating or self-reliant. 
C le a r lv , if we were to be content with a rate of growth of say 2 per cent 
per annum, the Ind ian  economy could be self-generating tomorrow, for 
we could even now expand national production at the rate of at least 
2 per cent per annum  w ithout any external assistance. It is only because 
we consider a rate of growth of about 5 per cent per annum  as the 
m inim um  necessary in our conditions for many years to come that we 
welcome foreign assistance now and over the next few years and are 
anxious to continue to grow at a similar rate thereafter w ithout such 
assistance.

W e should also be clear about what exactly we mean when we say 
that we want to be independent of external assistance over the next ten 
o r twelve years. Do we w ant to be independent only of the extraordi
nary form of assistance on a government-to-government basis such as we 
now receive from the U.S., the U.S.S.R., Canada, the U.K., Germany and 
Japan  ? Or do we intend to rely entirely on our own resources in  the 
sense that we would not welcome an inflow of private foreign capital or 
loans from international agencies such as the W orld Bank, as well, after a 
time ? Private foreign capital flows today to even the most highly in 
dustrialised and rich countries of the world and countries such as Japan 
and Australia borrow large sums from the W orld Bank. Clearly, in 
accepting the goal of a self-generating economy it is  not our intention 
to set a deadline beyond which private foreign capital would be refused 
entry into the country. N or should it be our policy to pass a self-denying 
ordinance in our relations w ith international agencies. At best, what 
we imply is that whereas certain  forms of external capital would continue 
to flow into the economy, this would be governed essentially by m arket 
considerations and that the gross inflow of capital would be ra ther small 
in  relation to the totality of our needs and would presumably be matched 
in  most years by a corresponding outflow in repaym ent of old debts—and 
that if, on balance, we continue to be net receivers of private foreign 
capital or of international loan capital by virtue of our expanded invest
m ent opportunities, we w ould rather raise our developmental sights than 
debar such capital as gets attracted to our shores.

T hus understood, the achievement of a self-generating economy 
requires (a) an increase in  the rate of domestic savings from the present 
about 8 per cent of national income to some 15 per cent of national 
income; (b) a sufiicient diversification of the Indian  economy to perm it 
a healthy balance of payments position by adding to our potential for

100 PROBLEMS IN  THE THIRD PLAN



exports as well as im port substitution; and (c) an adequate degree of in i
tiative, enterprise and responsiveness to change among millions of our 
producers whether on farms or in factories, big or small, public or 
private.

Experience the world over shows that an  increase in total production 
by about 5 per cent per annum  requires a net investment at the rate of 
some 15 per cent of national income and if this investment is to be 
financed essentially from domestic resources, domestic savings must also 
be of that order.

Very often, the balance of paym ent restraint on investment comes 
into operation before the inadequacy of domestic savings begins to create 
inflationary pressures. If the production of certain kinds of goods—be 
they investment goods or the consumer goods required by the people 
working in investment goods and other industries or the materials 
required  by all these industries—w ithin the country is inadequate and if 
the ability to obtain these goods £rom abroad by exports is also limited, 
it is clear that investment cannot be pushed beyond a point w ithout ru n 
ning into balance of payments difficulties even though there is readiness 
on the  part of the people to "save” enough to pay for the “investment” 
in terms of domestic currency. T h a t is why it is necessary to emphasise 
separately the requirem ents of a strong balance of payments potential 
as a pre-condition for a self-generating economy. T he emphasis in our 
plans on basic industries, m achine-building capacity, oil, fertilisers, non- 
ferrous metals, agriculture and prom otion of exports is based on this 
consideration of strengthening our balance of payments by creating and 
expanding those industries or activities where the chances of increasing 
our export earnings are particularly good or where there are good pros
pects of avoiding a dangerous and excessive dependence on imports. In  
this approach, there is nothing like a mechanistic attem pt to be self
sufficient in everything as m ight sometimes appear from the talk of “in
creasing the production of investment goods that produce investment 
^oods so as to increase investment.” But equally, in a realistic assess
ment of our balance of payments potential, the need for developing 
im port-substituting industries is as obvious as that for expanding 
exports.

In  the u ltim ate analysis, a steady rate of growth year after year over 
m any decades is not simply a m atter of investment or balance of pay
ments. T he myriads of producers m ust be in a position to adopt new 
techniques as well as to adapt existing techniques to changing circum
stances, to respond to incentives and challenges as well as to evoke a 
response in others to their own ideas and products. A dynamism of this 
sort implies a state of education and awareness among the population at 
large and the existence of an institutional framework in  which the ener
gies o f small men and big men alike can find a convenient vehicle.

T o  spell ou t all that is involved in  the three preconditions of a 
self-generating economy that we have m entioned would take us over 
the en tire  field of Ind ian  economic development. But a few remarks may 
be m ade here to  supply a certain emphasis in  our efforts. First, all the
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three tasks outlined above are equally urgent and necessary. T aken  in
hand together, they will reinforce each other. Failure on any front would
soon manifest itself in  other spheres. W hile higher and still h igher
taxation and greater inducements to savings are necessary, the task of 
achieving a rate of saving of as m uch as 15 per cent of national income 
over the next ten or twelve years would require more far-reaching efiEorts 
—efforts to reduce or elim inate some of the wasteful social habits an d  to 
reverse the present ubiquitous com petition among all classes for luxury 
o r less essential consumption in to  a com petition for conspicuous austerity. 
T h e  severe im port regime m ust be supplem ented by an equally severe 
control over the domestic production and consumption of less essential 
items in  the interest both of augm enting savings and of minim ising the 
pressure on balance of payments by curtailing the demand for m ainten
ance imports. T h e  education of our people—of all our people no m atter 
how inadequately to begin w ith—and the organisation of all strata of 
our society into viable units for perform ing socially useful functions on 
a non-payment basis and in  addition to their normal preoccupatioris are 
not frills to our programme b u t the very core of the effort involved in 
achieving “a self-generating economy”.
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Planning Technique in India 

DR. s. R. SEN

I N India the first attem pt at national planning was m ade by the 
Planning Committee set up by the Ind ian  Congress Party in 1938. 
This was followed by a num ber of private plans like the Bombay 

Plan. The Government of India set up  a Planning D epartm ent in 1944. 
But planning in right earnest really began with tlie setting up  of the 
Planning Commission in 1950.

T he First Five Year Plan was, in a se^ise, a rather modest programme 
for rehabilitating the economy from the damages done by the war and 
the Partition. But on the other hand, it was a landm ark in our history, 
as it not only laid down the basis and direction for our future economic 
development bu t also led to the form ulation of a num ber of fundamental 
policy decisions, e.g. land policy, industrial policy, co-operative policy, 
community development, etc. T h e  Second Five Year Plan was a more 
comprehensive national plan covering the public as also the private 
scctor. One of its essential features was an attem pt to build a base for 
the development of heavy industries in the country. T he T h ird  Five 
Year Plan seeks to carry the process further and create conditions which 
will help accelerate the progress of our economy towards the self-sustain
ing stage.

Planning in India is essentially different from that in countries like 
Soviet Russia in one im portant respect. Ind ia has a mixed economy. W hile 
there are im portant sectors of the economy where the Governm ent plays 
an im portant role, there are large areas where laissez fa ire  is the rule. 
Moreover, Ind ia is not a closed economy. I t is an open economy 
^subject to all the pressures of in ternational economic forces.

W hile adm inistration of a completely laissez faire  economy and the 
management of a fully-socialised economy have their own problems, the 
management of the mixed economy of the kind that we have in  India is 
peculiarly difficult and complicated. No doubt, we enjoy certain advan
tages of both. For instance, shortcomings of free trade are not allowed 
to give rise to  extreme imbalances and errors of planning are to some 
extent corrected by market adjustments. But at the same time we have 
also to contend with some of the disadvantages of both the systems as 
well. T o  the extent that planning disturbs the supposed self-balancing 
mechanism of a m arket economy, we have to face a num ber of difficul
ties. On the o ther hand, to the extent that the existence of an open 
m arket limits the effectiveness of any action taken by Government, we do 
not have the operational advantages which planning authorities in a 
completely socialised economy like Soviet Russia often enjoy.

Because in Ind ia  we have to work in the context of a mixed economy 
and political detmocracy, the process of planning has necessarily to be



somewhat of a backward and forward process in which the technicians 
have an im portant role to play, bu t the ultim ate decision is not just the 
result of a technician’s analysis and far less the arbitrary decision of a 
supreme political authority but a series of adjustments between different 
politico-economic considerations—within, of course, the four corners o£ 
the broad social and economic ideals of the ruling political authority.

As in  other socialist countries, however, planning in India involves 
three distinct exercises:

(a) long-term and perspective planning;
(b) five year planning; and
(c) annual planning.

Planning, as opposed to laissez faire  or a policy of drift, must have 
a long term goal, a precise m ap of the stages by which that goal w ill be 
reached and a detailed itinerary for each of the different periods in which 
a particular stage is to be covered. T h e  long-term and perspective plans 
give a general idea of the goals to be reached in, say, 15 or 20 years’ 
time. They do not go into questions of finance, except very generally. 
T h e ir m ain concern is with an  assessment of needs and of technological 
possibilities. T h e  five year p lan  spells out the policy implications and 
also gives details as to what should be done and financial implications 
thereof during the next five years if that distant goal is to be reached. 
At the same time it also seeks to m aintain a certain modicum of conti
nuity from one plan period to  another in the very process of change 
which it seeks to promote. T h e  annual plan gives a detailed programme 
of work and budget for the next year in the light of the targets and finan
cial provisions of the five year plan.

None of these plans can obviously be very rigid, especially in  an 
economy which is characterised by the co-existence of public and private 
sectors. In  fact, the central idea is one of what some authorities call a 
‘rolling p lan’. W e start a particular stage with a perspective and a  five 
year plan. But as we roll on to the end of that stage we get another 
perspective and another five year picture for preparing the plan for the 
next stage. For instance, in 1955-56 we first formulated a perspective plan 
for 1970-71 (or 1975-76 in some exercises) in the light of the facts and 
figures we possessed at that time. I t was in the light of th a t perspective 
plan, that the Second Plan for the period of 1956-57 to 1960-61 was 
formulated. Now we are again repeating the same exercise but we are 
working on the basis of a perspective plan for 1975-76 (or 1980-81) instead 
of 1970-71 (or 1975-76), and taking into account the changed outlook and 
conditions and the different facts and figures which we possess today. It 
is in the background of this new perspective plan that the T h ird  P lan for 
the period 1961-62 to 1965-66 has been formulated.

T h e  annual plan is similarly form ulated in the light of the five year 
p lan and the latest facts of the situation. Although an attem pt is made 
in  the annual plan to follow broadly the phasing given in  the five year 
p lan substantial modifications sometimes become necessary. If the eco
nomic situation changes drastically from the forecasts made, necessary
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changes in the five year plan itself may sometimes be made through the 
annual '^plans.

In  other words, although the broad direction is given by the pers
pective plan there is constant adjustm ent every quinquennium  and also 
every yeir to new situations that may emerge. Such a process is essential 
because otherwise one would not be able to tackle the various problems 
which a.rf constantly emerging in a dynamic economic and political situa
tion.

Usually a distinction is made between a long-term plan and a perspec
tive plai in the sense that the former relates only to one sector and seeks 
to have \ vertical harmony over time while the latter covers all the sectors 
of the  ewnomy and seeks to have a horizontal harmony as it were. For 
instance,'in the field of road building, the road engineers of the country 
may prepare a long-term plan of road development for a period of, say, 
30 years. I  I t will spell out the needs of the country, the stages by which 
those nee^s can be satisfied, the various measures that have to be taken 
and only/ a general idea of the cost involved. Such a plan is not very 
much copcerned w ith direct co-ordination with the other sectors of the 
economy. I t will be essentially a plan prepared by the engineers.

On the other hand, the perspective plan is a long-term plan for all 
the seaors of the economy and is a combined exercise by economists, 
techniciins and administrators. Economists and statisticians first try to 
m ake roigh projections of the resources and the requirem ents that the 
country is likely to have in 15 or 20 years’ time and work out inter-sec
to ral relationships that will yield the optim um  results w ithin the limits 
of th e  political and social policies which the government have generally 
accepted. Ttiese prelim inary projections worked out by them  are then 
discussed wiljh various technical people in the different Ministries and 
on this basis certain long-term targets for 15 or 20 years are formulated. 
As tJie first st;p, each technical group is asked if they did not have to worry 
abou t financial problems and had to contend only w ith technical 
and administrative problems what should be the target that they would 
envisage, sav, for the year 1975-76, in their respective field and then 
keeping their s^ght at that level what they would think should be neces
sary and pcssitle for the period 1960-61 to 1965-66. A num ber of such 
long-term plans prepared by W orking Groups of technicians for different 
sectors are thes brought together and fitted in with the economic pro
jections made by the econometricians. T his forms the basis of the 
perspective plan which has to be finally approved by the politicians be- 
:ause it must essentially subserve their political and social goals.

I t  is against the background of the perspective plan that the five 
year plan is formulated. But as has been m entioned earlier, it  is worked 
3ut in much greater detail than the former. T h e  perspective plan pays 
more attention to physical targets ra ther than  to financial targets. On 
Jie o ther hand, in a five year plan the financial targets are as im portant 
IS physical targets.

T h e  first stage in the preparation of the five year plan is to make a 
numiber of projections for supply and demand for the next five years
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in  the light of the current trend  of economic forces as also v ith  the
perspective plan in  view. As a result of these exercises, a few key
figures, or what are known as control figures, are worked out by the
technical workers in  the P lanning Commission and placed for c ^ id e r a -  
tion before the N ational Development Council which comprises tie  P rim e 
Minister, Central Cabinet M inisters, Members of the Planning Commis
sion and the Chief Ministers of the State Governments and represents the 
highest political authority  in  the country. After suitable amendment in 
the light of the modifications suggested by the National Devdopment 
Council, these control figures are finalised and sent to the various 
Ministries and the State Governments as a preliminary guide.

I t  is in  the light of these control figures that each Ministry of the 
Central Government, each State and sometimes even district authorities 
prepare their own plans. These plans are then co-ordinate^ by the 
immediate higher authority and forwarded to the Planning Commission.

T h en  a process of balancing begins in the Planning Commission, 
balancing of dem and against supply, of imports against expons, of raw 
m aterials against finished products, of consumption against production, 
of financial resources against physical resources and so on and so forth. 
From this exercise a draft p lan emerges which is then published and 
subjected to countrywide discussion in  the press, in  the universities, 
and in  scientific, political and social organisations. T hen  in tte  light 
of all these discussions, a final plan is prepared by the Planni/ig Com 
mission in  further consultation with the Central Ministries ghd State 
Governments and placed before the Government, the National Deve
lopm ent Council and the Parliam ent for final approval.

I t  will be thus seen that this is essentially a backward and forward 
process in which the first exercise is undertaken by tedinicians but 
then there is a series of adjustments as a result of diverse considera
tions, technical, social and political. It is obvious that a national 
p lan cannot be a purely technicians’ exercise bu t has to be a process in 
which the technician, the politician, the public and the var^us interests 
in the country have to have their say.

Essentially, however, a five year plan is a budget for the national 
economy for a period of five years.

It is obvious that for operational purposes, five years is too long a 
period. T he five year p lan has, therefore, to be broken into annual 
plans. T h e  annual plan is really the national econonic budget for a 
period of one year—an economic counterpart of the nm iliar financial 
budget. In  fact in a p lanned economy the financial budget has to  be 
essentially the financial reflection of this economic budget\ viz. the annual 
plan.

T h e  annual p lan  has now become a very im portant part of p lan 
ning, in  this country, especially for the States. In fact, it has now 
evolved into a very im portant instrum ent of federal and state financial 
relationship. T h e  preparation of annual plans provides the ipechanism 
by which the phasing of the five year plan can be reviewed from year to
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year keeping in  view the general state of the economy and the various 
changing technical, economic and social considerations relating to indi
vidual programmes of development. An annual plan introduces, on the 
one hand, a much-needed flexibility in  the im plem entation of the five 
year plan and, on the other, sets ou t the programmes of development 
to b e  implemented every year with sufficient concreteness and detail.

In  drawing up  the five year as well as the annual plan, it is necessary 
to concentrate on the following m ain fea tu res:

(1) targets and tasks;
(2) financial resources and expenditure;
(3) national income and investment estimates;
(4) foreign exchange;
(5) personnel requirem ents and training programmes;
(6) studies regarding key commodities; and
(7) study of bottlenecks, administrative as well as technical.

A  careful balance has also to be struck between different projects, 
taking note of their horizontal and vertical interrelations. Tw o tests 
of a  good plan are (i) optim um  results from resource allocation and (ii) 
consistency in different commodity balances and  also the balance of 
power, transport and personnel.
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Capital-Output Relationship

DR. V. V. B H A T T

CA PITA L-O U TPU T relationship in an  economy is measured by 
the aggregate capital-coefficient, that is, the aggregate capital- 
ou tput ratio for a given time period. Capital is defined as the 

domestic reproducible capital, which includes fixed capital (excluding 
land) and inventories. If gross capital stock is taken as the num erator, 
the denom inator should be gross national income or output; this would 
give the gross capital-coefficient. T h e  net capital coefficient ^o u ld  be 
given by the ratio of the increase in the capital stock, that is, investment, 
to the increase in  the national income during a given time-period. For 
our Five Year Plans, the relevant ratio  is the marginal net capital co- 
etticient, that is, the ratio  of the net investment to the increase in  net 
national income during a given time period.

For calculating the capital ratios investment-estimates are necessary. 
However, no year-wise official estimates of aggregate investment are avail
able*. T h e  saving-estimates, however, have been made by the Reserve 
Bank and published in the Reserve Bank Bulletin, March 1960. Invest
ment-estimates, for the purpose of this article, are made by adding net 
capital-inflow from abroad to the Reserve Bank’s saving-estimates. Saving 
in the form of gold is excluded from the saving-estimates, as gold repre
sents, according to in ternational convention, foreign investment; gold for 
ornaments etc., anyway, would represent a consumers’ durable. Capital- 
inflow is calculated by adding to current account deficit (excluding official 
donations and imports—smuggled—of gold), and retained earnings of 
branches and subsidiaries of foreign companies, which are estimated on 
the basis of the data published by the Reserve Bank. The investment- 
estimates thus derived are presented in the table below for the years 
1950-51 to 1957-58 at 1948-49 prices:

SAVING, INVESTMENT AND CAPITAL-OUTPUT RATIO IN INDIA
(Rs. crore at 1948-49 Prices)

Year Saving
Saving 
in the 

form of 
Gold

Capital-
inflow

Invest
ment

Saving-
Income
Ratio

Invest
ment

Income
Rato

Capital-
Output
Ratio

(1) (2) (3) (4) (5) (6) (7)
(1 --2-f3)

1950-51 . .  . . . .  607 19 —18 570 6-9 6-4

1951-52 .. . . . .  459 32 211 638 5 1 7-0

1952-53 .. . . . .  565 18 —17 530 6 0 5-6
* For non>official estimates see Bbatt, V.V., Saving aod Capital Form ation in 'Economic Development 

and Cultural C hange/ April, 1959.
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(1) (2) (3) (4) (5) (6) (7)

1953-54
1954-55
1955-56 
1951—56
1956-57
1957-58 
1956-58
1950-58
1951—58 
1956—61

537
682
854

3,097
950
753

1,703
5,407
4.800

12
12
13
87
22
31
53

159
140

—16
54
17

249
346
476
822

1,053
1,071

509
724
858

3,259
1,274
1,195
2,469
6,298
5,728
6,500*

5-4
6-6 
8-1
6-3 
8-6 
7 0
7-8 
6 8 
6-7

5 
7 
8 '
6 

11 
11 
1 1 '

1 
0 
2 
6 
6 
0 
3 

7-9 
8 0  

10 8

2 0

7 1
3 1
2-9
3-1

2.

3.

4.
5.

•  A t 1952-53 Prices.

Soorces : 1. Reserve Bank of India Bulletin, M arch, 1960.
Reserve Bank o f India, Reports on Currency & Finance.
Reserve Bank o f India, Reports on India’s Foreign Liabilities & Assets as on December 
31. 1953 and December 31, 1955.
Reserve Bank o f India Monthly Bulletins, September 1958 and June 1959.
Department of Commercial Intelligence and Statistics, Monthly Accounts relating to 
Foreign Trade and Navigation o f India & Supplements to Monthly Statistics o f Foreign 
Trade o f India, Calcutta.

I t  would be seen from the table that the average saving-income ratio 
increased from 6.3 per cent during the First Plan to 7.8 per cent during 
the first two years of the Second P lan period, while the average invest- 
ment-income ratio increased from 6.6 per cent to 11.3 per cent between 
these two periods. T he total Second Plan investment is estimated to be 
Rs. 6,750 crore at 1952-53 prices; this would mean that Second Plan 
investment-income ratio  would be eleven per cent.

O n  the basis of these investment estimates and the national income 
data  published by the Central Statistical Organisation, the capital-output 
ratios for the First Plan period and for the periods 1950-51 to 1957-58 
and 1951-52 to 1957-58 are calculated. T h e  First Plan actual capital- 
o u tp u t ratio  is estimated to be 2 : 1, while the ratio  as anticipated in 
the First Five Year Plan docum ent was 3 :1 . T his lower than anticipated 
ra tio  was the result largely of a large increase in agricultural ou tput 
due to favourable monsoons and in the ou tput of cotton textiles due to 
fu ller utilisation of available production capacity. T he First P lan  ratio, 
thus, does not represent any norm al technical relationship between 
investm ent and increase in  income and hence cannot be used for the 
purposes of planning.

T h e  capital-output ratio  during 1950-51 to 1957-58 or 1951-52 to  1957
58 is the result of all the possible factors that are expected to operate 
on  this ratio  during a p lanning period and hence is more likely to provide 
some guidance for the T h ird  and subsequent Plans. T his ratio  bears 
the im pact of utilisation of excess capacity, good and bad monsoons, and 
investments of a capital-intensive nature with a fairly long gestation 
period; these are the factors that are likely to operate on the capital- 
o u tp u t ratio  during the T h ird  and subsequent Plans also. T h e  capital- 
o u tp u t ra tio  during this seven to eight year period was about S : 1.



T h e capital-output ratio  du ring  the Second Plan as a whole is 
likely to be around 3.2: I on the assumption that national income w ould 
grow at an annual rate (compound) of a little more than 3.5 per cent 
during 1959-60 and 1960-61; during  the first three years of the Second 
P lan period, the national income increased at an annual rate (compound) 
of little less than 3.5 per cent. T h e  expected ratio during the Second 
Plan, as given in the Second Five Year Plan document, was 2.3 : 1.

T he capital-output ratio  during  the Second Plan period as well as 
during the first seven years of p lanning was probably higher than around
3.2 : 1 and 3 : 1 respectively, as investment in the non-corporate sector in 
fixed capital as well as inventories is probably underestimated and n o n 
monetised investment is not included in the investment-estimates. I t has 
been suggested by M alenbaum* that the capital-output ratio is likely to 
be 3.5 : 1 during the Second P lan period.

According to the Draft O utline of the T h ird  Plan, investment- 
income ratio is expected to rise from about 11 per cent during  1960-61 
to 14 per cent during the last year of the T h ird  Plan and national income 
is expected to increase at an annual rate (compound) of 5 per cent. 
T h e  capital-output ratio, thus, is assumed to be 2.5 : 1 during the T h ird  
Plan period.

On the basis of past experience, it appears that this capital-output 
ratio  is lower than what is likely to prevail during the T h ird  Plan period. 
I t is not likely to be lower th an  3 : 1 and may in fact tu rn  out to  be 
higher than this figure. T h e  experience of advanced countries like the 
United States suggests that the capital-output ratio is likely to rise gra
dually during the process of development and would tend to fall only 
after several decades of development.** In the U nited States, this ra tio  
rose from about 3 :1  during 1889 to about 4 :1  during 1934; it then 
started falling gradually and was around 2.5 : 1 during J948.**

Of course this ratio  may tu rn  out to be 2.5 : 1 during the T h ird  P lan 
period if the available surplus m an power is intensively and efficiently 
used in construction, agriculture, transport and small industry as C hina 
seems to have done during 1950—57. China’s capital-output ratio  during  
1950—57 was probably around 2.5 : 1*. However, Ind ia has not been 
able to  use so far its surplus manpower in the different fields in  which 
it can be used. T h is is the task for the T h ird  Plan; and if efficiently 
performed, it would be possible to overreach the income and investment 
targets visualised in  the D raft O utline.

* Malenbaum Wilfred^ India and China : Contrasts in Development, American Economic Review, June
1959 and his East and West in India’s Development, National Planning Association, W ashington 19S9.

• •  Sec Inter-relation Between Capital and O utput in the American Economy by Evsey L. D om cr in Econo
mic Progress edited by Dupriez, Lonvain, 1955.

*See Malenbaum op. cit.
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Family Planning

C. CHANDRASEKARAN

I  ■' H E Draft Outline of the T h ird  Five Year Plan is replete with state
ments showing great concern on the rap id  rate of growth of India’s 
population. W hile similar expressions of opinion were made in 

the First and Second Five Year Plans also, recent data have shown that 
these plans had underestimated the increase in population size and had 
therefore erred in being over-optimistic in the setting up of targets. T he 
m ain reasons for this error were two fold : ( 1) the rapidity with which 
the death-rate was declining had not been fully realised; and (2) the pro- 
blenai in effecting a reduction in the birth-rate had not been fully appre
ciated. Evidence of a combination of a rapidly diminishing death-rate 
and a static birth-rate has now led the Central Statistical Organisation 
to give a projected figure of 431 millions for Ind ia’s population in 1961, 
as compared with 408 millions which was the Second Plan estimate. W hen 
the First Five Year Plan was inaugurated India’s population was 362 
millions. T hus in a comparatively short period of 10 years from 1951 to 
1961 the population would have grown by about 70 millions. T h e  
gravity of the situation has been aptly summarised by the Draft Outline 
of the T hird  Five Year Plan which states; “T he objective of stabilising 
the population has certainly to be regarded as an essential element in a 
strategy of development.”

W h a t does this goal of stabilising the population size involve? T h e  
birth-rate at the present time has been estimated by the Central Statistical
Organisation' as 41 per 1,000 and the death-rate as 22 per 1,000 resulting
in an  increase of 19 per 1,000 or 1.9 per cent per annum. An attem pt 

lat stabilising the population would imply that there should be no gap 
^between the birth and death-rates. If the death-rate should stand at its 
present level of 22 per 1,000, this would require a reduction in the b irth 
rate from 41 to 22 per 1,000 or to about one-half of its present level; but
as th e  death-rate can be expected to fall still fu rther, the birth-rate will 
require to be reduced by more than half if population size is to be 
stabilised.

#
How soon is such a reduction in birth-rate to be achieved? T h e  Draft 

O utline of the T h ird  Five Year Plan has not attem pted to set targets bu t 
in  its  working has implicitly accepted the figures for population projec
tions from 1961 to 1976 made by the Central Statistical Organisation, 
which assume that the birth-rate of 39.6 during the period 1961-66 will 
reach the level of 32.9 during 1966-71 and 27.3 during 1971-76. Declines 
in the  birth-rate of the order assumed by the Central Statistical Organisa
tion aie extremely large; reductions in  the birth-rate of 20 per cent during 
a five year period and 33 per cent during  a ten-year period are unpre
cedented in any part of the world in the early stages of birth-rate decline.



Even in  Japan where the birth-rate was reduced by about 50 per cent 
during  the period 1947 to 1957, it has been established by several demo
graphers that the beginnings of the birth-rate decline could be traced 
to many years earlier. T h e  setting up of targets for birth-rate decline 
is extremely hazardous in  situations, as at present in India, where the 
birth-rate has been very resistant to change. T he nullifying effect which 
a steady birth-rate could have on the realisation of the social and eco
nomic goals of the Five-Year Plan calls for a greater intensification ol 
effort on family planning programmes than has hitherto been attem pted.

T h e  First Five Year P lan had a budget provision of Rs. 65 lakh  for 
family planning. In  the Second Five Year Plan the budget provision 
was increased to Rs. 497 lakh and the Draft Outline of the T h ird  Five Year 
P lan has a budget allocation of Rs. 25 crore for family planning. These 
figures speak for themselves and show the seriousness w ith which the 
P lanning Commission has been viewing the subject of family planning. 
Yet it is doubtful if the budget provision proposed to be m ade in  the 
T h ird  Five Year Plan is commensurate with the magnitude of the pro
blem, and it will be recalled that the Family Planning T h ird  Five Year 
Plan Committee set up  by the Ministry of Health, Governm ent of India, 
had suggested a programme for Rs. 100 crore during the T h ird  Five Year 
Plan. T h e  assurance repeatedly made at the meeting of the Health Panel 
of the Planning Commission held some time ago that additional funds 
would be forthcoming for family planning when the need arises, shifts 
the emphasis from financial considerations to those concerned with the 
setting up and operation of the programme.

T h e  First and Second Five Year Plans approached the problem  of 
family planning w ith extrem e caution. U ntil very recently little was 
known of the attitude of the people—the bulk of whom live in the ru ral 
areas—to a national program m e of family planning. T h e  procedures by 
which family planning services could be made available to various sections 
of the population had also to be investigated. T he specific m ethod of 
contraception which would prove acceptable to our people had to  be 
studied. Even today, after ten years of research and investigation, it is 
not possible to  give categorical answers to all the questions asked. But 
enough has been learnt to show that with a determined effort an in ten 
sive programme can definitely be a success; and it is for the T h ird  Five 
Year Plan to make a massive attack on several fronts. T h ree  such fronts 
are pointed out below:

First, a motivation program me directed to the widespread adoption 
of family planning should be given the highest priority in  the T h ird  
Five Year Plan. T h e  public, though responsive to the idea of family 
planning, are not highly m otivated by it and are often ignorant of how 
family planning can be achieved. Through a net-work of operational 
agencies the importance of family planning should be carried to every 
city, town or village in  the country during the T h ird  Five Year Plan. 
All the mass m edia available such as broadcasting, films, newspapers, 
etc. should be harnessed to  create awareness and acceptance of family 
planning. In  the ru ral areas the programme should be co-ordinated with
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the activities of workers in  Prim ary H ealth  Centres, Community Deve
lopment Blocks, Social W elfare Boards, A gricultural Extension Schemes, 
etc.

Secondly, the supply of contraceptives should be made readily avail
able to all sections of the urban  and ru ral populations. T h e  emphasis 
which had been given in the earlier Five Year Plans to use clinics as 
supply agencies should rapidly give place to a judicious combination of 
clinic and non-clinic services in m aking supplies available. As the pro
gramme develops further, it is to be hoped that the role of clinics as 
distribution centres would become less im portant. A liberal supply of 
contraceptives as suggested above assimies that indigenous production of 
accepted contraceptives will be taken in hand and that contraceptives 
will be distributed at highly subsidised rates.

Thirdly, the growing dem and for sterilisation facilities must be met. 
Opinions may differ as regards the im portance of sterilisation as a solution 
to the dem ographic problem, bu t it must be accepted that sterilisation 
will meet individual needs and may well serve as a beginning for making 
family p lanning  a universal practice. Hospitals, health  agencies and p ri
vate physicians should be encouraged to conduct sterilisation operations 
and necessary facilities and incentives should be provided to make large 
nambers of such operations possible.

T he program me indicated above will require the development of 
voluntary local leadership and trained staff which should be augmented 
under the T h ird  Five Year Plan. In  addition, the necessity to support 
researdi programmes in the fields of demography and in  medical and 
biological sciences allied to family planning cannot be overemphasised. 
In particular, the T h ird  Five Year Plan period should witness consider
able action- canz-research in the fields of communication and motivation.

Family p lanning is a State subject and the Central Governm ent’s role 
in the operation of the States’ programmes is mainly advisory. I t  is all 
the more necessary th a t a Central Body, w ith adequate representation 
from the States should keep a vigilant eye on the im plem entation of pro
grammes, to see that they are well-conceived and rapidly executed. T he 
Central Body should be assisted by a group of technical experts who are 
conversant with scientific progress in  b ra n ^ e s  pertain ing to family p lan
ning. Since family p lanning is intim ately connected w ith the economic, 
social and cultural conditions of life, progress in  this field can only be 
a±ieved by a deep understanding of the context in which the programmes 
have to be operated. I f  programmes are developed with understanding 
and are executed with a conviction that they are essential and urgent, then 
they must succeed.
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Commercial Policy 

s. RANGANATHAN

A l t h o u g h  Ind ia’s foreign trade is at present only of a small 
m agnitude in relation to the total national income or the total 
trade of the country, external trade yet constitutes one of the 

most strategic factors in the programme of Ind ia’s economic development. 
T h e  reason is that Ind ia’s development programme depends to an appre
ciable extent on im ported p lant and equipm ent and other basic materials, 
w ithout which the large investments envisaged in the Plan cannot fructify. 
T he Draft O utline of the T h ird  Plan has indicated that the total import 
bill over the five years 1961-62 to 1965-66, may be around Rs. 5,670 aore, 
or an annual average of something like Rs. 1,134 crore over the Third 
Plan period. T his country is not yet in a position to fabricate all, or 
even most of the capital goods required  for accelerating the industrial 
development of the country; and while indigenous production of capital 
goods has been rapidly increasing, the need for im port of machinery 
will not only remain but may, in fact, be expected to increase over the 
immediate future. T he requirem ents of industrial raw materials and 
semi-finished or finished components may also be expected to remain at 
a high level over the coming years.

As against this, the expected level of export earnings over the five- 
year period is estimated in  the Draft O utline at only around Rs. 3,450 
crore, which gives a deficit of Rs. 2,220 crore on merchandise trade 
account over the five years 1961-62 to 1965-66. Large though the esti
m ated deficit is on merchandise trade account, the gap would have been 
larger bu t for the fact that a continuance of the present tight import 
policy has been implicitly assumed in these estimates.

I t  is useful to examine these estimates against the actual figures of 
trade during  the first four years of the Second Plan. Over 1956-57 to 
1959-60, imports have been of the order of Rs. 3,655 crore while exports 
have been around Rs. 2,392 crore. These figures of actual perfo rm ance, 
as well as the estimates for the T h ird  P lan period indicate the problems 
of the foreign trade of Ind ia over the coming years.

Im p o rts : In  so far as imports are concerned, several aspects woultl|
have been seen to be at play, which may be expected to shape the pattern 
of imports over the coming years. In  the first place, it is clear tliâ ' 
Ind ia’s balance of payments will continue to be under pressure for the 
coming few years, and Ind ia’s developmental im port needs would con^' 
nue to grow. D uring the Second Plan period, Ind ia has had a fair^  ̂
sizeable adverse trade balance on merchandise account. T o  the exteii| 
that the investment programmes envisaged for the T h ird  Plan are ° 
large dimensions, the deficit on trade account is likely—unless expô '̂ ® 
rise fast enough—to grow bigger. W hile at the commencement of
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Record number of finn* 
registered in 1960-61

New Delhi, March 29 (PTD— The 
number of new companies regis
tered in the country this year ex
ceeded the levels attained during 
the last seven years, according to 
the fifth annual report on the 
working and administration of the 
Companies A ct during 1960-61, 
placed on the table of the Rajya 
Sabha today.

The total number of newly-form
ed companies this year was 1,683, 
which was almost double the num
ber of those formed during the 
first year of the working of the 
Companies Act in 1956-57.

Since 1956-57, the number of 
new companies registered has 
risen steadily and the figures for 
1960-61 are very close to the record 
level ol 1951-52.

Of the newly-formed compa
nies during the year. 153 were 
public companies, with a total 
authorized capital of Rs 157 crores, 
and 1,530 were private companies, 
w ith a total authorized capital of 
Rs 130 crores.

The largest number of companies 
were registered in the States of 
West Bengal, Madras and Maha
rashtra, the new registrations in 
the States being 431, 343 and 335, 
respectively. New companies 
formed in the Union territory of 
Delhi were 197. '

The number of new companies 
registered in the southern region 
comprising the States of Madras, 
Andhra I^adesh, Mysore and K e
rala. according to the report, was 
452 during the year under review 
as against 433 in 1959-60 and 206 
in 1958-59.

The total registrations for the 
eastern region (West Bengal, 
Assam. Bihar, Orissa, Manipur 
and Tripura) was 477; for the 
western region (Maharashtra, Gu
jarat and Madhya Pradesh) 431; 
and for northern region (Rajas

than, U .P ., Punjab, Himi. 
Pradesh and Delhi) 323.

The joint stock companies 
corded a net increase of aboui 
700 crores over the period llf| 
in their paid-up capital, of wli 
Rs 458 crores were on account 
Government companies and 
242 crores in respect ol non  ̂
ernment companies. The u 
paid-up capital actually repot 
to have been raised by the  ̂
newly-registered companies dui 
the period was Rs 161 crores.

The effective strength ot 
corporate sector at the end 
1960-61 was placed around 
companies having a total pain 
capital of Rs 1,725 crores. OJh 
the public and private conn|i 
were 6,745 and 19,363, respectil

During 1960-61, 30 public c( 
panies were converted into | 
vate companies whereas 29 | 
vate companies were convtt
into public companies.

During 1960-61, 6,272 pi « 
tions were started against 1 
companies as against 5,252 pw-i 
tions against 1,043 compania 
1959-60 and 2,498 prosecuti 
against 631 companies during ! 
59.

As against 3,075 compame 
liquidation at the beginnintf^ 
year under review, 2.928 |« 
nies were in liquidation atlfi 
of the year.

The report said the 
achievement ol the dep 
the Company Law Admi* 
has been the strengthen'" 
professional discipline, 
disciplines are those 
with cost and works 
management accounting 
pany secretaryship. .1

The administration 
within the limits of j
what restricted scope. J
helped to promote and « 
sense of fiduciary 
among large sections F < 
ness community 
hitherto impervious to tn'-.'J 
Tlie cumulative effect 
changes, the report says. “ i 
to create a sense of com^, j 
sciousness in the coun'-., ( 
whole, which provides ^ ) 
sure foundation on 
reforms in the s‘ructure 
tioning of company n’a” 
can be based. „



&cond Five Year Plan, Ind ia had  a large reserve of sterling balances 
which could be dirawn upon in order to finance the im port surplus in  the 
earlier years of the Second Plan, we are likely to start the T h ird  Five 
Year Plan w ithout any such cushion of expendable foreign exchange 
reserves. I t  is inescapable, therefore, that im ports may have to be regu
lated, at least till such time as India does not reach a stage of self- 
sustaining economic growth when a balance may be reached between 
needs and availabilities of external resources. I t would, therefore, appear 
to be realistic to assume that the generally tight im port control measures 
ai present in force will have to continue in the foreseeable future. We 
have to make serious efforts to make the maximum use of indigenously 
available resources. T h e  greatest emphasis must also be placed on the 
implementation of schemes which are genuinely im port saving in charac
ter, or which will enhance the country’s future capacity to export.

In so far as the pattern  of commodity im ports is concerned, im port 
requirements over the coming few years may be classified into two m ajor 
types: first, im ports required  for the m aintenance of the economy; and 
jecondly, developm ental imports required  for the im plem entation of the 
TTiird Plan. I t  has been estimated in th e 'T h ird  Plan that the mainten- 
jnce requirem ents of the economy may account for imports w orth 
Rs. 3,560 crore over the five years of the Plan period, which itself is 
around the level of the anticipated export earnings during this period. 
This not only points at the need for tlae greatest economy in the use of 
foreign exchange over the coming year, bu t also the fact as far as 
developmental imports are concerned, im ports over the coming years 
vill depend very largely on the availability of foreign exchange 
resources to finance these developmental imports. I t  is inescapable, there
fore. that the sources of supply for Ind ia’s imports over the coming 
years will depend largely on the availability of foreign exchange resources 
]o finance these imports.

The other m ajor factor affecting Ind ia’s trade over the coming years 
stems from the trading and commercial relations which have developed 
wth trading partners, either through commercial treaties and agreements 
relating to trade with individual countries, or through the spontaneous 
development of trade to m utual advantage. As a m em ber of the G A T T , 
M ia believes firmly in  the benefits of m ultilateral trade. T here  is no 
“doubt that in  the long run , world trade can increase progressively, and 
to the best interests of all participating countries, only on the basis of 
free exchange between all nations. W hile this is true, there are at 
:present many difficulties which tend to h inder or to delay the attainm ent

a completely m ultilateral system of exchanges in  the world. In  the 
■past, trade between underdeveloped countries and the economically and 
industrially more developed areas had not increased as rapidly as overall 
world trade for several reasons, one of the im portant reasons being the 
policy of “protection” adopted by some industrially developed countries, 
in order to safeguard some of their high costs industries. W hile there 
is need for avoiding sudden and sharp dislocations in  any community, in 
ihe long run, the benefits of in ternational division of labour and of
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specialisation m ight tend to be corroded by a perpetuation of such un
economic industries in  advanced industrial communities. Increased deve
lopment of new preference areas, which may seek to enlarge trade w ithin 
well-defined economic blocs a t the expense of trade with th ird  countries, 
has been another factor which has lately threatened to h inder the deve
lopment of world trade on a fully m ultilateral basis. W hile Ind ia firmly 
believes that the long-term development of world trade can only proceed 
on the basis of m ultilateral exchanges all the world over, these exchanges 
need to be developed on terms of equality and reciprocity.

Exports: If Ind ia’s im port needs for the T h ird  Plan are to be fully 
met, exports would need to be expanded in the immediate future. 
Experience during the Second Five Year Plan provides grounds fo r confi
dence in the capacity of the Indian  economy to generate larger exports. 
Looked at from the point of view of the economy as a whole, exports are 
merely a form of saving in the community—a part of the national o u tpu t 
being set apart for consum ption by ihe rest of the world; and it should 
not, in principle, be difficult to set apart a mere 6 to 7 per cent of the 
national ou tput for consumption by the rest of the world, against which 
India’s requirem ents of investment and producer goods m ight be 
obtained from the rest of the world.

W hile this looks simple enough in theory, in practice difficulties 
arise partly because the buyer abroad has to be convinced that it would 
be worthwhile to buy the export products offered by India. T o  some 
extent, as has already been hinted, this would depend on the im port 
policies followed in the rest of the world. Partly this will also depend 
on our salesmanship, on the quality of our products, and on our ability 
to supply the goods for which there may be dem and abroad. T here  is 
need, in short, for better organisation and the acquisition of greater 
expertise in the art of selling abroad; and there is need also for develop
ing our production capacity in the directions in which there is world 
demand. T he development of exports, however, is a long-term affair, 
and while the export capacity of the country is being developed, stresses 
are likely to be felt through an  excess of imports over exports in  the interim  
period.

In  so far as exports are concerned, it is norm al to expect th a t this 
country would have a natural advantage in the export of finished products 
for which the basic raw materials are indigenously available, and it is, 
therefore, partly a m atter of development of m anfacturing capacity in 
suitable directions, and partly  a m atter of organising the trade so as to 
be able to export increasingly larger quantities of the products of Indian 
manufacture.

W hile the long-term developm ent of Ind ia’s exports would thus be 
mainly in the direction of m anufactured articles of all types, in the near 
future, exports have to be developed in respect of both m anufactures 
as well as raw materials. E ntering into long-term contracts for the supply' 
of ores to other countries, and the development of facilities for the export 
of such ores, illustrates a type of development that is likely to  yield
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dividends in  the immediate future, through a rapid  expansion of export 
opacity and export earnings.

A major plank in export policy has to be in the way of diversification 
of our export trade. A beginning has already been made in this regard; 
the search for new markets for Ind ia’s products has also to continue. 
World dem and has been fast increasing, and the im port needs of large 
new areas, which were h itherto  in a state of underdevelopm ent and 
jtagnation, are likely to grow at a steep rate. T h e  consumption require
ments of industrially developed areas are also expanding at a fast rate, 
and the benefits to us of growing world trade can best accrue through 
an increase in the m arket base for the export products of this 
country.

One of the methods we have adopted to secure this end has been 
dirough trade agreements concluded with various countries over the past 
several years. One advantage of these trade agreements is to foster 
inaeased knowledge in both the signatory countries of the availability of 
goods in each country for m utual trade. As of today, India has trade 
agreements with as many as 28 countries, including the U.K. and the 
U.S..A., and the total value of trade with these (trade agreement) countries 
has been on the increase at a faster rate than overall trade. Exports 
to countries with whom we have trade agreements increased from less 
than 67 per cent of the total in 1957 to 72 per cent in 1959; the total 
value of exports to these countries being as much as Rs. 449 crore out of 
a total of Rs. 623 crore during 1959. Exports to East European and 
North Asian countries have increased over the past few years from the 
jliegligible am ount of Rs. 7 crore in 1954 to Rs. 54 crore in 1959, largely 
through trade agreements concluded with these countries.

One of the difficulties in prom oting exports is that this country has 
not, un til recently, been export-minded. In  order to facilitate exports, 
in the last one year, a large num ber of export controls have been lifted ; 
and export quotas have either been liberalised or quota restrictions 
[^together removed from as many as 200 commodities. Further relaxa
tions in the m atter of export controls will be possible with increased 
production, and consequently of increased availabilities w ithin the 
country. I t  is the policy of Governm ent to give every facility to tlie 
export trade, and to assist in strengthening the organisation of the export 
trade of the country.

In so far as export industries are concerned, Governm ent has already 
adopted a policy of liberal licensing of im ports of raw materials, as also 
liberal licensing of capital goods im ports subject no doubt to the overall 
considerations of availability of foreign exchange from time to time.

As has already been indicated, however, in  the m atter of export, the 
policies adopted by the im porting countries would be of param ount 
importance in determ ining the size, nature and direction of exports 
from this country. I t is our hope that recent developments in the way 
of new preferential groupings may not act in  a restrictive m anner but 
may, on the other hand, increase the total volume of world trade through
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increased demand arising in these communities, which may lead to 
increased exchanges between the nations of the world.

I t  is also our hope that the industrially advanced countries will realise 
that in order to help the underdeveloped countries to im prove their 
standard of living, it is not enough merely to give them “aid” in  the 
nature of short term loans, bu t tha t it is really necessary to give long term  
accommodation on terms that may not entirely be satisfactory from  a 
commercial point of view. Equally im portant is it for them  to adopt 
liberal im port policies, which would increase exports from those deve
loping countries, as otherwise there would be no means by which these 
countries could repay their foreign exchange debts.
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BHABATOSH DATTA

ONE of the most noteworthy features of the Draft O utline of the 
T h ird  Five Year Plan is its clear recognition of the large m agnitude 
of the prospective foreign exchange gap during  1961—1966. I t  has 

lean clearly realised that the im port requirem ents of the T h ird  Plan will 
be large and that there will be, in  addition, the obligation to service and 
repay the foreign debts incurred in  tlie past. Even if there were no new 
imports of capital goods during  the next five years, the value of imports 
necessary to m aintain  the current levels of o u tpu t and consumption (the 
iKKalled ‘m aintenance im ports’) would be Rs. 3,570 crore. T his figure 
does not include Rs. 600 crore of food imports from the U nited States 
under the American Public Law 480, for which there will be no foreign 
exchange liability. I t  is further estimated that the net capital transactions 
(excluding new capital inflows) would mean an additional foreign ex- 
|±ange liability of Rs. 500 crore, bringing the total of the non-Plan 
rquirements of foreign exchange during  1961—66 to Rs. 4,070 crore.

To this has to be added the total value of imports directly required 
by the T h ird  Plan projects. W ith  a Plan of tlie size of Rs. 11,250 crore, 
and particularly w ith 53.5 per cent of the total investment allocated to 
power, large industries, m inerals and transport and communications, the 
import requirem ents would naturally be large. According to the Planning 
|Commission, the foreign exchange expenditure im der the T h ird  Plan, 
■additional to the requirem ents for the m aintenance imports, would come 
to Rs. 2,100 crore—Rs. 1,900 crore for the im ported capital goods for the 
Plan projects, and Rs. 200 crore for the imports of components, interm e
diate products, etc. for increasing the production of capital goods w ithin 
the country. One thus gets an estimated total foreign exchange bill of 
Rs. 6,170 crore for the T h ird  Plan period.

Against this we have total estim ated foreign excliange receipts of 
Rs. 3,570 crore only, made up of Rs. 3,450 crore from exports and Rs. 120 
CTore of net receipts from all current ‘invisibles’ taken together (investment 
incomes, transportation and freight receipts, tourist incomes, etc.). T he 
total foreign ex9hange gap during  the T h ird  Plan period thus comes to 
Rs. 2,600 crore under the present estimates. I t  will be noticed that export 
earnings are not expected to cover more than  56 per cent of the total esti
mated foreign exchange expenditure and that they do not even cover the 
maintenance im ports alone.

There are many ways in which a foreign exchange gap may be closed: 
cutting down imports; using foreign exchange and gold reserves; securing 
aid, loans or equity investments from abroad; increasing the earnings from 
invisibles; and expanding exports. I t  is clear that most of these alterna
tives will not be available to India during the T h ird  Plan period. T he
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im port estimates may be taken to be the irreducible m inim um , unless the 
Plan itself is substantially cut down or the pattern  of investment alloca
tions is thoroughly reshaped. T h e  foreign exchange and gold reserves 
have reached a level at which fu rther large drafts would be Hnwise. W ith 
the decline in the sterling balances the interest income from  these has 
become small, and the other items of invisibles do not promise much 
expansion. T h e  only two alternatives left are external assistance and 
exports.

It should be obvious that any measure that can substantially increase 
our export earnings would be much better than a large dependence on 
foreign assistance. Increase in  exports has, of course, an inflationary 
effect on the economy, through creation of incomes in the export sector 
and diversion of resources from  domestic use. But there are, on  the 
other hand, the great advantages that repaym ent and servicing obliga
tions are not created and tha t the increase in  earnings may be, partially 
if not wholly, perm anent. Foreign borrowing or other forms of assist
ance do not have an inflationary effect; in fact they have an anti-infla
tionary effect, if the imports financed by them consist, even partly, of 
consumer goods or of those capital goods which can bring about a quick 
increase in the production of consumer goods. But the debts have to 
be serviced and repaid, and if the foreign assistance comes in  the form 
of risk-bearing capital, profits have to be remitted. And what is more 
im portant is that it is very difficult to increase, or even to m aintain, the 
rate of receipt of foreign assistance over a long period of time. A n in 
crease in the receipts of foreign assistance does not guarantee that such 
assistance will continue to come at an increasing rate.

T he need for intensifying the export effort is therefore imperative. 
T he Draft O utline of the T h ird  Plan is not, however, over-optimistic 
about the export prospects. T h e  annual export rate anticipated is 
Rs. 690 crore, which can be com pared with the 1959-60 figure of Rs. 623 
crore and the annual average of Rs. 607 crore during the period 1956— 
I960. W ith a 5 per cent per year increase in the national income during  
the T h ird  Plan period, the P lanning Commission estimates of exports 
are based on the assumption that the share of exports in the national 
income will remain practically constant. I t would appear from past ex
perience that the export prom otion policy of the Government will have 
to be very active in order to attain  and m aintain an annual average export 
rate of Rs. 690 crore. T h e  effort required to raise the level of exports 
to, say, Rs. 750 crore per year (this will reduce the foreign exchange gap 
by nearly Rs. 300 crore in the five-year period) will have to be of a  very 
large order of magnitude.

I t is not easy to suggest w hat actual steps such an effort should consist 
of. I t would, however, help if an  attem pt is made to understand the factors 
which have been mainly responsible for the failure of our exports to 
increase substantially and for their decline in some cases. A few of these 
can be easily listed. First, the rise in incomes w ithin the country has 
led in the case of some commodities to an inaease in domestic d em an d ;
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in this group of commodities one would find not only exportable con
sumer goods, bu t also raw materials required  for the expanding domestic 
industries. Among the exportable commodities for which there has 
recently been a m arked increase in domestic dem and are goods like cotton 
textiles, sugar and tea; raw m aterials and interm ediate goods like cotton, 
tobacco, oilseeds, iron ore, coal, cement and ju te  textiles; and products 
of new industries like footwear, hydrogenated vegetable oil or electrical 
goods. In  some cases the decline in exports and the increase in domestic 
consumption are nearly balanced. T here  are other cases in which the 
increase in domestic use has been m atched by a nearly equal increase in 
domestic production, while exports have rem ained nearly steady. I t is 
difficult to find the exact direction of the causal relationship in such 
cases, bu t it is obvious that unless a substantial increase in domestic pro
duction can be ensured, an increase in exports will not be possible without 
some curb on domestic consum ption or use. Such a curb will, however, 
raise difficulties. In  so far as the increase in the domestic use of raw 
materials has been brought about by the rise in the pace of industrialisa
tion, there can be no question of curbs, unless these materials are being 
used for purposes not placed high in the ordering of social priorities. 
And even in the case of consumer goods like sugar or tea, one has to note 
the facts of changes in consumer-preferences and increasing degree of 
urbanisation, along with increases in incomes.

T he second im portant factor one has to note is that the inflationary 
situation in general and certain other special forces have created in some 
cases what is generally described as m arket imperfections. W ith the high 
prices created by the rise in the domestic dem and and the presence of 
monopolistic elements, it would be natura l for the producers of export
able goods to seek high profits in the domestic m arket rather than go 
through the complexities and formalities of exporting. I t is not impos
sible that the high profit obtainable from the domestic sales have the 
effect of keeping output capacity in some cases. Full evidence is difficult 
to obtain about the degree of m arket imperfection and excess capacity in 
the different industries, bu t one can at least suggest the need for a 
tliorough inquiry into this aspect of the problem.

The th ird  im portant factor hindering exports is the rise in the domes
tic cost of production of export goods. T h is rise follows from the general 
effects of an inflationary situation and is accentuated when the cost of 
production contains large elements which are highly sensitive to inflation. 
There are industries which use raw materials subject to speculative opera
tions and there are cases in which wages constitute a large share of the 
total cost and the labourers are organised into strong trade unions 
demanding wages rising pari passu w ith prices. Sensitivity to inflation 
would also be high in the case of m anufactured parts, minerals and all 
imported components of production. T here  are also cases in which 
costs have been increased on account of the operation of protective legis- 
lati6n—like m inim um  price laws—in favour of prim ary producers. Two 
cases in which costs have risen markedly are ju te  textiles and sugar. It 
is not possible to say definitely that a reduction of costs will necessarily

EXPORTS AND THE THIRD PLAN 121



increase exports in these cases. But the fact remains that any future 
economic policy should take full consideration of the possible effects of 
the policy on the cost of production of export goods.

It should be noted that while steps may be suggested for preventing 
a further rise in  costs, it is extremely difficult to bring about an actual 
reduction of costs in a short period. Such reduction would involve 
either technical improvements with high initial costs or a large expan
sion of output. T he economies of scale that can bring down costs des
pite high wages or high prices of raw m aterials will not in general be 
available unless there is a large expansion of ou tpu t and in many such 
cases the development of new export markets will have to be a prior, 
or a t least a simultaneous, condition for improvement.

T h e  fourth im portant factor to be considered in this connection is the 
effect of structural difficulties or rigidities which are hindering tlie deve
lopm ent of exports and of export industries. Sometimes the difficulties 
are of a purely organisational type, which should be capable of being 
easily corrected. But there are difficulties in respect of capital supplies, 
skill scarcities, and shortage of im ported machinery, machine parts and 
materials. Some of the difficulties of this type can be easily corrected by 
suitable modifications in the im port control policy. In  fact, a perceptible 
measure of improvement should be capable of being achieved if there is 
an integrated application of the permissive powers of the industrial licen
sing laws and the laws regarding im port and exchange control.

T h e  fifth and the last factor, or group of factors, are those which 
emerge from forces operating abroad and which in many cases would be 
outside the control of the exporting country. T here  may, for example, 
be a general decline in the world dem and for a commodity. If the de
cline is due to a complete structural change in the world demand, there 
would not be any e'asy solution. But a decline in the world demand may 
be due to the discovery of a substitute; in such cases, markets could be 
regained by cost reduction, or by improvements or modifications in qua
lity. A more serious case would be one in whicli an increase in thej 
general level of incomes abroad would lead to a diversion of demandi 
away from a particular export from our country. /\n d  there is also thej 
case in which there is a giowing com petition from other countries in the 
world markets. T hree m ajor commodities the exports of which are being 
affected by factors of this nature are ju te  textiles (suffering from the 
development of alternative packing materials), lac (suffering both from 
the com petition of synthetics and from the com petition of Thailand) and| 
tea (suffering from strong competition, both in quality and in price, from 
Ceylon and the new tea-exporting area of East Africa.)

I t should be clear that tlie factors described above are not mutually 
exclusive. T h e  remedies would in the same m anner be of the mixed type. 
One of the measures that may be suggested is the offer of a subsidy to the 
producers of exportable goods, either on the actual quantity  exported, or 
on all quantities produced in excess of a prescribed minimum. This oi 
course may not in itself lead to a significant increase of exports in all
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cases, particularly where the decline in exports has been due to structural 
changes abroad. But there is in general a good case for m aking export 
as profitable at least as domestic sale, and a restriction of domestic con
sumption together with an export subsidy should be able to achieve good 
results in many cases.

A policy in effect similar to the above will be to allow the State T ra d 
ing Corporation to purchase exportable goods from the producers, with a 
view to selling them  abroad at the prices they will fetch. If the Corpo
ration’s purchases are made at tHe’ ru ling  m arket prices in India, there 
may be a rupee-loss as a result of the transactions, b u t it may sometimes 
be desirable to bear the rupee-loss in the interest of earning foreign ex
change. T h e  effect is ultim ately similar to that of a m ultiple currency 
system, bu t the m ethod would be less open to objection. On the other 
hand, the Corporation’s purchases in India may be m ade at prices pres
cribed by the Government; if these prices are below the ru ling  m arket 
prices, quantitative restriction on domestic consum ption and careful pre
vention of under-utilisation of capacity will be essential.

It has to be remembered ii» all such cases that what is wanted is an 
increase in export earnings and that an increase in the physical volume 
of exports may not always be able to secure the desired results. I t  is this 
that is often the most im portant consideration in  deciding against the 
seemingly easy solution through a devaluation of the currency. And in a 
country in w hidi the balance of payments gap is not merely a short- 
period phenomenon, tem porary alleviatives do not in any way reduce the 
need for the adoption of long-term measures.

This brings us to the question of export industries and the long-term 
policies in regard to these industries. T ill now, the main emphasis of 
the Plans has been on the production of mainly two classes of assets, goods 
and services: those which cannot be imported, b u t are high in the order
ing of priorities, and those which replace imports. T here  can be no 
<|uestion about the need for investment in non-im portable overheads and 
mi non-im portable social services. But it is perhaps possible now to shift 
the emphasis to some extent towards the developm ent of export indus
tries. T h e  emphasis placed till now on the production of import- 
siibstitutes is understandable, in  view of the fact that the balance of pay
ments effects of such production  ̂ are likely to be m ore certain than those 
of a policy of encouraging export industries. B ut one has to consider the 
long-run need for expansion of exports and the possibility that large 
foreign assistance may not be continuously available and that we are 
likely to enter soon what may be called the ‘net repaym ent phase’, i.e., 
the stage at which our servicing and repaym ent obligations on account of 
foreign capital are greater than the new capital inflows. And one has also 
10 note that the real cost of developing export industries is likely to be 
low—com parative advantage will play some p art at least in the selection 
of the industries to be developed—and that the initial capital cost and 
im{X)rt contents of many of the export industries are likely to be lower 
than those of the industries producing import-substitutes.
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T here are many short-term measures which can help. Anything th a t 
brings about a fuller utilisation of excess capacity in export industries, 
improvements in  the licensing procedures and customs and exchange 
control facilities, quality control in export production, improved liaison 
service in the foreign markets, specific encouragement through import* 
entitlem ent schemes and the like, are all measures the total effect of which 
can add up to a substantial improvement. And it is probable th a t the 
increase in exports that has been experienced in the last two years has 
been largely due to the combined effects of many small export prom otion 
measures. But all these are no substitutes for long-term schemes for deve
loping an expanding export sector in  the economy, with old industries 
renovated for meeting the increased requirem ents and with new indus
tries to take the place of decadent old ones.

A deliberate policy of encouragement and creation of export indus
tries as a long-term measure has its difficulties and dangers. T here is the 
prelim inary difficulty in regard to the selection of the right lines of 
development, and there is the risk of investing in lines which ultim ately 
tu rn  out to be failures as export. T here is some risk of this type in  any 
selection of projects with any end in view, .but it has to be adm itted that 
a large production of non-exportable export goods is a particularly unde
sirable waste. One way out of the difficulty would be to select for prom o
tion those export industries which are likely to turn  out goods for which 
the domestic dem and is likely to be expanding. T he increase in domestic 
demand would not be m et by additional supplies in the domestic m arket 
as long as exports are possible, bu t in case the export prospects appear to 
have disappeared, the domestic m arket would be there to take u p  the 
supplies.

T here is no plea in what has been said above for a drastic change in 
the pattern  of investment allocations in  our future Plans. T he emphasis 
on non-importable overheads and social services need not be reduced. 
T h e  emphasis on the production of import-substitutes need not be redu
ced substantially. W hat is w anted is a definite recognition of export in 
dustries as a category in  the broad pattern  of investment allocations. I f  
even 8 to 10 per cent of the total investment outlay is allocated w ith ex
port prospects in  view, there should be a substantial change in the whole 
picture. T h e  need for such a change is easily recognised, when one 
remembers that our foreign exchange reserves are small, that the servic
ing and repayment obligations on old debts are increasing and th a t we 
cannot go on expecting a continued and rapid  increase. Plan after Plan, 
in  the amounts of foreign assistance obtained by the country.
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Balance of Payments and Economic Growth

MAN M OHAN SINGH

Ev e r  since the beginning o£ the Second Five Year Plan, we have 
been facing serious difficulties with regard to our balance of pay
ments. T he country being unable to produce domestically all 

the machinery, equipm ent and m aterials needed for development plans 
has, of necessity, to look to foreign supplies. Imports, therefore, are 
being called upon to supply some of the most vital and strategic goods 
for o u r economic development. Foreign trade, therefore, has increased 
the supply of investible resources and thereby has provided a greater 
degree of flexibility to our Plans so that the pace of development need 
not be held up by bottle-necks in the domestic sources of supplies. 
However, in the process of financing these imports, the country has had 
to  suffer from large deficits in  the balance of payments and  our external 
payments difficulties have been relieved greatly only because of the gene
rosity of our foreign creditors and other friendly countries.

In  the initial stages of economic development of a subsistence type 
of agrarian economy, a rise in im port dem and is not an unexpected 
event. A plan laying emphasis on industrialisation has a large direct 
im port content, in so far as, in the absence of a sound industrial base, 
m achinery and other equipm ent have necessarily to be im ported from 
abroad. Leaving aside the case of in ternational charity, we can finance 
an  increase in imports either by increasing our export receipts, or by 
draw ing down our accumulated foreign assets, or by borrowing abroad. 
T h e  process of drawing down of foreign assets is not limitless and in 
our case it has already gone too far, with the result that the T h ird  Plan, 
unlike the Second, will start under unfavourable prospects of having no 
Kerling balances to draw upon to finance a part of im port surplus. O ur 
export receipts have been stagnant around Rs. 600 crore a year and the 
official estimates do not visualise m uch improvement in our export per
formance during the T h ird  Plan. In  view of stagnant export receipts, 
we have been increasingly resorting to foreign aid to finance our inflated 
im port bill, and already by M arch 1960, our outstanding foreign debt, 
to be repayable in foreign currencies, must have risen to Rs. 782 crore. 
A nd if the official estimates of likely export receipts during the T h ird  
Five Year Plan are to be considered firm, they can finance an im port 
level barely sufficient for the maintenance needs of the economy. This 
m eans th a t foreign loans will have to be raised not only to finance 
Rs. 2,100 crore of imports of machinery, equipm ent and m aterials needed 
during  the T h ird  Five Year Plaru b u t also the country will be forced 
to raise fresh loans of the order or^-500 crore to service the existing debt 
obligations falling due foii repaym ent during the T h ird  Plan period.

It is not unsound economics to borrow abroad for building up the 
country’s economic potential bu t we have to bear in m ind that loans only



postpone the liability to pay for our excess imports and, though they 
provide us with the m uch needed breathing space, they have ultim ately 
to be paid back. T here is a  lim it to which we can go on borrowing 
afresh to service old commitments without seriously damaging the coun
try’s credit worthiness in  the international markets. This should serve 
to emphasise the crucial im portance of paying our way in our in ternation
al transactions at a not too distant date, in the sense that we m ust be 
able to earn enough of foreign exchange to pay for our normal im port 
requirements as well as for servicing of foreign debt obligations.

In  the First Five Year Plan, we were pleasantly surprised with regard 
to our balance of payments position. T he original estimates made while 
formulating the plan indicated the possibility of an average annual deficit 
of Rs. 180—200 crore. Actually, however, the total deficit for the five 
year period was only Rs. 126 crore and as compared to the drawing down 
of Rs. 290 crore of sterling balances, envisaged in the Plan, the actual 
d ra il was Rs. 138 crore only. In  the Second Five Year Plan, a deficit of 
Rs. 1,100 crore was expected in our balance of payments on current 
account (exclusive of official donations) for the entire five year period. 
This time the performance has been much below expectation and in  the 
first three years of the P lan alone, the balance of payments deficit on 
current account at Rs. 1,165.7 crore has already exceeded the expected 
five-year figure. T h e  causes of the serious exchange difficulties and the 
measures adopted by the Governm ent to meet the situation are a fam iliar 
story and need not be elaborated. But there are a few lessons tha t we 
ought to draw from our experience.

First of all, there is need for more accurate and elaborate an analysis 
of the foreign exchange budget. Of course, the art of economic forecast
ing is still in a very elementary stage and the difficiilties of forecasting arq 
greater with regard to the foreign trade than other sectors of the economy^ 
Yet the very fact that our original estimates of the foreign exchange gap 
for the Second Plan are likely to prove wrong by more than 50 per cent< 
shows we should have a second look at our techniques of forecasting, m ore 
so because the original estimates of the planning authorities have proved 
wrong not so much regarding our exports as with regard to imports. Oi 
the two, exports are more difficult to forecast and control, depending aS 
they do on a host of unpredictable and uncontrollable factors, like the 
state of foreign demand, and  the likely competition to be faced in out 
export markets from our competitors; on the other hand, imports, parti 
cularly in a controlled economy should be more easily amenable to  forei 
casting and control. Secondly, as far as possible we should avoid unduij 
lumpiness in our plan expenditure in general and particularly with regaicj 
to that part which calls for the spending of foreign exchange. Somd 
amount of lumpiness is, of course, inevitable especially when capital in 
tensive projects with a relatively large ‘fruition lag’ form an im portant part 
of the Plan. Yet there is a case for better phasing of the development 
expenditure with high im port content so as to avoid undue strain on 
external payments during  any single year.

T h e  last paragraph should not be taken to mean that if we cou!(J 
forecast more accurately the likely foreign exchange gap, we should havi
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planned for a less am bitious plan. I t simply means that if we had visua
lised the likely difficulties on the foreign exchange front more clearly, 
we would have pursued a more co-ordinated and well-timed approach to 
securing foreign aid. O n balance, it seems that the decision to carry the 
Second Plan forward despite severe exchange dilFiculties was the correct 
one. Indeed, in many ways, the foreign exdiange difTiculties have pro
duced many welcome effects. For example, it is hard to believe that 
except under the pressure of severe foreign- exchange crisis, the Govern
ment would ever have adopted the present stringent im port control policy, 
which keeps out of the country many "unnecessary” imports, thereby 
helping in diverting a part of foreign exchange receipts to meet the 
growing requirem ents of development. Moreover, it seems very unlikely 
that in the absence of foreign exchange difficulties, we would have got 
foreign assistance to the extent that we did. T his does not mean that 
we should continue to live recklessly, hoping to be rescued by the charity 
of others, bu t it is certainly a plea of not being afraid of taking well 
thought out and calculated risks, despite the advice of orthodox pundits 
to the contrary.

As stated in an earlier section, it is not unsound economics to get 
foreign assistance to finance an im port bill, which cannot be paid for 
immediately, ou t of current export proceeds. Loans however cannot 
continue to pour in indefinitely and there is a lim it to which we can 
borrow afresh to repay the old creditors. T his means that the problem 
of maximising the country’s foreign exchange earnings must form an 
integral part of the long-term perspective plan. Broadly speaking, say by 
1970, we must aim at producing an export surplus which is sufficient not 
only to finance our norm al requirem ents of imports bu t also enables us 
to service our debt obligations. T his requires that on the one hand 
the country must reduce its dependence on foreign supplies (especially 
in those spheres where this is not likely to be accompanied by any serious 
comparative disadvantage vis-a-vis the foreign producers) and on the other, 
we must make more rigorous efforts to step up the stagnant level of our 
exports.

Seen that way, the controversy regarding export prom otion versus 
import substitution seems barren. T here  are difficulties in expanding our 
traditional exports like tea, ju te  and cotton textiles and these difficulties 
make many people think that the only way to solve our balance of pay
ments problem  is by im port substitution. T his is a sound view if it means 
that the country must produce at home many of the goods that we are 
im porting today but it is dangerous if it means that we can neglect the 
promotion of our exports. By 1970, the country may well be producing 
at home many things that we im port today but to imagine that our im port 
requirem ents in absolute quantity  are going to fall from their present 
level is unw arranted in the light of the experience of many countries.

T h e  problem  of export prom otion, therefore, has to be taken more 
seriously. Tliis has two aspects: firstly, maximising the receipts from our 
traditional ex|x>rts; and secondly, to diversify the structure of our exports 
so as to reduce dependence on traditional exports. As regards our tradi
tional exports, no doubt there is increasing competition in  our traditional
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markets but the proper answer is not to accept defeat but to develop an 
aggressive competitive outlook. How is it that Japan  is successfully driv ing 
us out of many textile m arkets in  South East Asia that we had developed 
after the Second War? I t only shows that our businessmen have failed 
to build up sound business connections and they have not paid adequate 
attention to the w inning of goodwill of the consumers in these countries. 
Perhaps the Japanese are known to be better businessmen than the  
Indians, but how are we to explain the emergence of Pakistan as a success
ful competitor to us in many markets? W hy is it, in  the once exclusive 
m arket of U.K. for tea, we are not able to hold our own against Ceylon 
or the infant East African industry? Even the spokesmen of the trade 
itself have often stressed that Ind ian  tea could be more acceptable in  the 
U.K. m arket if its quality was further improved by better methods of 
p lanting and m anufacturing.

Some people m ight ascribe our present difficulties to inflationary 
pressures at home. But whatever may be the other consequences oi infla
tion, it can by no means be easily proved that our current difficulties in 
our traditional export markets are due to any serious rise in costs anti 
prices of our exports. N or can one say that the difficulties are d u e  to 
our inability to find enough of these commodities for export, consequent 
on rising demand for them at home. T his certainly does not apply to 
textiles, ju te  and tea today though it may well be true to some exten t of 
the oilseeds. T h e  m ajor reason for our poor export performance m ust 
be found in poor business skill of our exporters and the lack on their 
part of vigorous competitive outlook.

W hatever our long term strategy, there is no getting away from the 
fact that we cannot afford to neglect the export of our traditional com 
modities which even today account for over 50 per cent exports (jute, 
tea and textiles.) But while trying our best to maximise our receipts 
from traditional exports, our long term  strategy must be to diversify 
the structure of our exports ; we must find new commodities and new 
markets for our exports. W hile doing our very best regarding the export, 
say, of cotton textiles, we have to bear in m ind that as an export indus
try, cotton textiles has none too bright a future. This is an industry 
which lends itself easily to im port substitution. Its requirem ents of 
capital and technical know-how are such that even a poor country can 
also start it. Since the economies of scale are not of great importance 
in  this industry, even a country with small population and with low 
per capita incomes can also ru n  an industry like this economically. As 
far as ju te is concerned, the process of finding successful substitutes for it 
is well in progress. Therefore, to increase our export receipts, we have 
to find new commodities in which in the long run our comparative advan
tage is likely to be high, as may well be the case with steel and some o ther 
engineering products.

In  planning our export strategy, we have to take due notice o£ the 
intense desire of every underdeveloped country to industrialise itself, 
so that there is likely to be less and less scope for the exports of finished
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products which do not lend themselves to further fabrication in  the 
im porting countries. On the o ther hand, the exports of semi finished 
commodities, which still leave scope for further processing, are not liable 
to be that unwelcome to the importers. Further, we have to diversify our 
contacts with the foreign countries. T oo  great a dependence on a single 
country for export of a commodity is sure to lead to early im port sub
stitution by domestic production in that country. T his is because with 
a large domestic dem and for a commodity being satisfied through imports, 
it is tem pting as well as easier to establish a profitable domestic industry 
than would be the case if im ports are small in quantity. From our point 
of view, therefore, it will be better if a commodity is exported to more 
than one country than if we exclusively depend on one or two countries.

As explained earlier, this does not mean m at any big results are to 
be immediately expected from  the exports of new products, firs tly  our 
production of many of these products, say, engineering products is still 
very small and our exports are still smaller. For example our engineer
ing goods exports am ount to Rs. 6 crore a year today and even a 200 per 
cent increase in  the next few years is not likely to make considerable 
difference to our foreign exchange position. All that is m eant is that the 
country m ust well plan its export strategy. T h is is needed for more than 
one reason : firstly, it takes time to capture markets and the process of 
building goodwill is essentially a long term and costly one. Further, 
any decision regarding the commodities for fu ture export implies also 
a decision regarding their fu ture consum ption at home. T his aspect 
of the problem  requires careful planning. In  some industries the eco
nomies of scale are of considerable im portance and average un it costs are 
liable to fall for successive increases in output. In  such industries, 
our competitive advantage will very m uch depend on our ability to 
utilise these economies fully. In  cases like these, in the long run, a 
flourishing domestic demand, m aking possible production on large scale 
and utilising fully the economies of large scale may well be the only 
guarantee of our successful performance in export markets. A country 
with austerity as its general slogan will have to ponder carefully about 
the implications of this view point and how best to fit in a programme 
of selective boosts to domestic consumption in an overall climate of 
austerity.
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B. N. DATA R

ONE of the most difficult problem s which the country faces has been 
to provide employment openings to all those who enter the labour 
force from year to year. T h e  large population base, predominance 

in the economy so far of self-employed persons, and dependence on agri- 
, culture with its use of traditional methods of production introduce, apart 
from unemployment, a fa ir measure of under-employment. In  recent 
years growth in industrial production has not reflected itself in sufficient 
employment opportunities mainly because new industrial units have 
adopted techniques similar to those o[ countries which aie short of labour. 
Technological transform ation is still proceeding in the transport sector. 
T his displaces a large num ber of persons engaged in non-mechanised 
transport, and additional transport requirem ents do not provide commen
surate employment. In an economy where the standard of living is not 
increasing rapidly enough, room for engaging a larger proportion of 
persons in trading activity is limited. All these are manifestations of 
basic under-development which characterises an economy mainly depen
dent on agriculture. Diversification of the production is thus the core of 
our development process. T h e  perform ance of the economy in terms of 
employment in recent years has to be viewed against this backgiound.

T hough unemployment in varying degrees has been in existence over 
a  period of years, in drawing up  and implementing earlier plans of deve
lopment, other considerations have played a larger part. T he First Plan 
being primarily designed to correct imbalances in  the economy which had 
emerged from the war and post-war periods could not give sufficient pro
minence to the problem  of unemployment. T h e  Plan reckoned on gene
rating about 5.5 million additional employment opportunities. In  the 
middle of the Plan period decisions were taken to strength the P lan in 
relation to employment. T h e  final picture for the Plan period was that 
the employment target as originally envisaged was more or less achieved. 
T h e  target itself, it was recognised, was inadequate for accommodating 
an equivalent of even the new entrants to the labour force over the period. 
W ith the operation of the First Plan, therefore, the number of persons 
on the live registers of employment exchanges (the only regular source 
of inform ation on trends in  unem ploym ent) went up  significantly.

T h e  Second Plan started w ith a backlog of unemployed estimated at
5.3 m illion and with the prospect of adding roughly 10 m illion new 
entrants to the labour force. I t  was even then recognised that to absorb
15.3 m illion persons in  the economy was beyond the reach of the  Plan 
as it emerged. W hile emphasising that the employment problem had  to 
be looked at from the long-term point of view, the Plan aimed a t pre
venting at least deterioration in the unemployment situation in the course;
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of the five-year period. I t was expected that w ith irrigation facilities pro
vided for in earlier years, development programmes for ru ra l areas and 
the  programmes for village and small industries, some measure of relief 
to the under-employed would be secured.

As the Plan progressed, the original outlay of Rs. 4,800 crore in  the 
public sector and the expected investment in the private sector underwent 
a change in real terms. T h e  combined effect of this change was to reduce 
employment opportunities roughly by two millions (from 10 millions as 
originally planned to 8 millions). T h is  revised target is likely to be rea
lised. About 1.5 million persons would be absorbed in agriculture and 
allied occupations and of the balance of 6.5 millions, it is estimated that 
the first four years of the Plan should have provided non-agricultural 
employment to 4.5 to 5 millions, and a proportionate num ber of jobs in 
the agricultural sector. I t is expected that the rem aining employment 
opportunities would be created in the coming year.

T h is quaniilalive picture is necessarily in  broad terms. T here are 
considerable gaps in data over the whole area of employment and unem 
ploym ent which are being gradually removed. T here is now more infor
m ation on the mechanism of employment generation and over the last 
few years the methods used for assessing employment effects have also 
Ijeen improving. T he need for strengthening statistics in this field is 
recognised and it is hoped that over the next few years more precise assess
m ent of the behaviour of the economy in terms of employment will be 
possible.

Unemployment affecting educated categories requires a separate m en
tion  though, as was observed in  the Second Plan, the employment needs 
for this group cannot be viewed in isolation. Basically, the relief to edu
cated unemployed will come only through quickening the process of deve
lopm ent. Indeed, rapid development itself makes a large demand for 
the services of the educated, and it is not surprising that in the midst of 
educated unemployment, one should find shortages of various kinds of 
technical personnel. Considerable expansion of technical education has 
taken place in the last 10 years and more especially since the beginning of 
the Second Plan, and the products of these new institutions will be avail
able for the development envisaged in  the T h ird  Plan.

As against the backlog at the end of the First Plan of 5.3 million un 
employed, there will be a backlog of about 7.5 to 8 millions to contend 
w ith at the end of the Second Plan. Estimates for new entrants to the 
labour force between 1961-66 worked out on different assumptions show 
th a t the most optimistic of them  places the numbers at about 15 millions. 
I t  is, therefore, evident that if we desire to make a sizeable impact on 
the employment problem, the m inim um  objective must be to try to  
absorb at least an equivalent of new entrants to the labour force during 
the T h ird  Plan. Any increase in  the backlog of the unemployed from 
P lan to P lan is undoubtedly a m atter for anxious consideration. T h e  
curren t indications are that the T h ird  Plan as outlined will provide 
about 14 m illion employment opportunities, 10.5 non-agricultural and 
3.5 agricultural.
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T o  a large extent, increase of employment opportunities has to be 
achieved through rapid economic development. In  this connection the 
importance of basic industries, specially steel, machine building, power 
and fuel has been stressed in the Plan. T here are, however, a few direc
tions in  which there is scope for augm enting employment opportunities 
to cover the gap of one m illion employment opportunities needed for 
m am taining the st:.tus quo in  the unemployment front. These are:

(a) T he growth of unem ploym ent in urban areas is in p a r t a 
result of the exodus from ru ral areas. An im portant con tri
bution to the solution of the urban problem, therefore, lies in 
steps taken to expand employment opportunities in rural areas 
on a perm anent basis, especially through—

(i) the intensification of agricultural operations through the 
introduction of irrigation and improved practices, includ
ing mixed farming;

(ii) the linking up of the economy of villages with the grooving 
requirem ents of the neighbouring urban centres; and

(iii) diversification of the occupational structure of rural areas 
through the rap id  development of a wide range of pro
cessing and other industries.

(b) A comprehensive works programme is being planned for each 
rural area. T h is  comprises the following five categories of 
works—

(i) works projects included in the plans of States and local 
bodies which involve the use of unskilled and semi-skilled 
labour;

(ii) works undertaken by the community or by the beneficia
ries in  accordance with the obligations laid down by law;

(iii) local development works towards which local people con
tribute labour while some measure of assistance is given 
by Government;

(iv) schemes to enable village communities to build up  rem u
nerative assets; and

(v) supplementary works programme to be organised in  areas 
in which there is a high incidence of unemployment.

Works in category (v) are specially intended for areas which 
have heavy pressure of population and in backward areas.

(c) In  recent years im portant developments have taken place in 
strengthening the facilities for technical assistance, supplies of 
equipm ent and raw materials and credit in the interest of small 
and medium-sized industries. Along with the increase in  faci
lities for small units, steps are being taken to develop new 
centres of activity, specially through the setting up of industrial 
estates and the larger availability of power and transport faci
lities as part of overall planning. By the end of the Second 
Plan about 17,000 villages and towns will have electricity. T his 
num ber will increase to over 32,000 by the end of the T h ird
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Plan. Most small towns with populations of 5,000 and over 
already have electricity. I t  is expected that through these pro
grammes and the linking of small industries with large indus
tries in the production of ancillary parts etc., it will be possible 
to increase the employment potential of the Plan to a sizeable 
extent.

(d) In  dealing with the problem  of unemployment, as it is reflected 
through registration in  the employment exchanges, it is con
venient to break it down to the district level and to tackle as 
m uch of it directly as may be possible through district and block 
programmes of development. T h e  aim in implementing 
various programmes will be to ensure that their results are 
utilised so as to support increased employment and production 
through existing agencies.

(e) In  a num ber of schemes in which the choice lies between the 
adoption o{ m ore labour-intensive methods, or less, preference 
has to be given to the former.

(f) Since the problem  of unemployment is closely related to the 
educational system and the type of education that is imparted, 
steps are being taken to bring in a bias towards technical 
training and science at various levels. A large-scale re-orienta
tion of the programme of education is under way. T his has 
im portance for future im pact on the problem  of unemployment.
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Increasing the Employment Potential 

DR. A. VAIDYANATHAN

ONE of the most disappointing features of recent economic develop
ments in the country is the slow rate at which employment

opportunities have been growing. T h e  Second Plan, as o ri
ginally conceived, sought to create sufficient new jobs to absorb at least all 
the additions to the labour force arising out of the growth of population. 
I t now appears that even this modest target will not be realised. Accord
ing to the latest estimates, against an anticipated 10 m illion increase in 
the country’s labour force between 1956 and 1961, the num ber of new
jobs created is likely to be of the order of 8 m illion—1.5 m illion in agri
culture and the rem ainder in industry, construction and services.

T he Draft O utline of the T h ird  Plan estimates that between 1961 and 
1966 the labour force will increase by approxim ately 15 million. T h e  
proposed investment programme for Rs. 10,200 crore is expected to give 
rise to 14 million additional jobs of which 10.5 million will be outside 
agriculture. On the basis of these calculations it is concluded that the 
backlog of unemployment will increase from about 5 million in 1956 to 
7 million in 1961 and 8 m illion in 1966.

T he situation at the end of the T h ird  Plan will probably be worse 
than indicated by the above figures. T here are several reasons why this 
is likely to be so. First, both in the Second and in the T h ird  Plans, a 
large credit is taken for new employment in agriculture. W hile the 
dem and for farm labour inaeases as a result of irrigation, application of 
manures and fertilisers and improvements in agricultural technique, it is 
doubtful whether the increase will be so much larger as to involve an 
increase in the num ber of workers, particularly because agriculture is 
already overburdened with labour and those who are now engaged in  it 
suffer from acute under employment. T he P lanning Commission itself 
estimates the volume of unsatisfied demand for work due to under-employ
m ent at the equivalent of 15 million man-years. T h e  bulk of it is in the 
ru ral areas. I t is of course possible that the additions to the labour force 
from the agricultural families consequent on population growth may, for 
want of alternative employment, report themselves to be engaged in 
farming. But that can hardly be counted as a genuine addition to 
employment.

T he T h ird  Plan estimates of non-agricultural employment would also 
appear to be too optimistic. As a rough clieck, we may compare the 
increments in employment with the corresponding increase in non-farm 
incomes in the two Plans. T h e  Draft O utline does not give a breakup 
of the income targets by different sectors, from figures published else
where (The Economic Weekly, Special Num ber, June 1960) it was calcu
lated that non-agricultural incomes increased by Rs. 1,250 crore during



the Second Plan. T h e  anticipated increase during the T h ird  Plan is 
Rs. 2,450 crore. T h e  corresponding figures for increm ental employment 
are 6.5 million and 10.5 m illion respectively. Allowing for an increase 
of productivity in  industry, the T h ird  Plan estimates would appear 
reasonable.

But the reliability of this check is rendered doubtful because the Draft 
O utline seems to exaggerate the flow of ou tput that will result from the 
proposed investment programme. T h e  overall capital-output ratio for 
the T h ird  Plan works out at 2.5 : 1 and a rough calculation based on 
the sectoral breakup of incomes given in T h e  Economic Weekly suggests 
tha t the ratio for industry and m ining is expected to be about 2 :1 .  T he 
comparable Second Plan ratios, based on actual achievements, are 3 : 1 
and 3.3 : 1.

A better check therefore would be to compare the average investment 
per worker in  the two Plans. In  the Second Plan the total investment 
required  to provide one additional non-agricultural job works out to 
Rs. 10,400. According to the D raft O utline the cost in the T h ird  Plan will 
be only Rs. 9,700. T here seems, prim a facie, no reason to expect such 
a favourable change in the capital-employment ratio. If anything, since 
the prices of investment goods in the T h ird  Plan are likely to be higher 
than  the average in the Second, we should expect the ratio to go up.

As against these elements of exaggeration in the Planning Commis
sion’s estimates, there would appear to be some under-estimation of em
ployment generated in commerce and services. T h e  Commission’s calcu
lations assume that income from trade grows at a lower rate than total 
income and the income from commodity production. I t  would, however, 
seem more reasonable to expect the volume of trade and hence of trading 
income and employment to increase at least as fast as commodity output. 
Indeed since the proportion of agricultural produce passing through the 
m arket will be increasing, it is probable that trading activity would grow 
at a  somewhat faster rate than commodity output. T o  the extent that 
the above hypothesis is valid the Plan estimates of additional employment 
w ould understate the achievements.

O n balance, however, it appears that notwithstanding the substantial 
increase in investment envisaged during  the T h ird  Plan, the employment 
situation will continue to deteriorate and that the deterioration is likely 
to be considerably greater than the D raft O utline indicates. Since such 
a trend is fraught with serious social and political consequences, it becomes 
im portant to explore all avenues of increasing the employment opportu
nities in the near future.

One of the possibilities is further encouragement of labour-intensive 
techniques in industry. I t  was with a view to m itigating the effects of 
growing unemployment that the Second Plan stressed the development 
of handlooms, Ambar Charka and village and small-scale industries. Some 
of these programmes, notably handlooms and small-scale industries, appear 
to have met with a considerable measure of the success and the T h ird  
Plan provides for their continuation at an accelerated tempo. But others
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like Ambar Charka have run  into serious organisational difficulties. In  
some instances the programmes have been found to be extremely waste
ful in tfee use of capital. T h e  wisdom of continuing such programmes is 
doubtful. Since the D raft O utline already provides for the encourage
ment of labour-intensive industries wherever possible, there does not 
seem to be much more scope for increasing employment from this source. 
In any case, its potential contribution is quite small compared to the scope 
offered by construction. I t is noteworthy that industry accounted for only 
20 per cent of the additional employment anticipated in the Second Plan 
while construction was expected to contribute nearly 40 per cent.

Employment in  the process of capital construction can be increased by 
switching over to more labour-intensive techniques. T he possibilities in 
this direction do not seem to have been fully exploited. T he time is ripe 
for a careful review of the construction techniques used in all the m ajor 
categories of projects in order to ascertain the exact scope for substitution 
between labour and capital and  also to  work ou t measures to encourage 
such substitution in practice.

Even greater possibilities for productive use of idle labour exist in 
rural areas. Soil conservation, land improvement, m inor irrigation, the 
development of local m anurial resources—all of which can yield quick 
returns in the form of increased agricultural ou tput—can be undertaken 
almost exclusively by proper organisation of labour. Afforestation and 
building of village roads, schools and community centres are other spheres 
for fruitful employment of labour. T h e  existence of these possibilities 
has been recognised and in fact attem pts have been made, prim arily 
through the Community Projects, to exploit them. But from all accounts 
these attempts have been conspicuous in their failure.

T he problem is one of developing representative institutions a t the 
block and the village levels which will command a wide measure of sup
port from the various sections of the local population and which will 
take the initiative in  m obilising resources of the population for local 
development programmes. T h e  failure of the Community Projects to 
do this has led some States, notably Rajasthan, to experiment with new 
forms of organisation bu t it is as yet too early to say whether they will 
be any more successful.
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Food Production and Village Plans

SHRIM AN NARAYAN

I N the Draft O utline for the T h ird  Five Year Plan, the target 
fixed for the production of food grains by 1965-66 is of the order 
of 100—105 m illion tons. T his would mean a substantial increase 

in  food production by about 35 to 40 per cent during the next five years, 
ivhile food production has increased by only 40 per cent during the last 
10 years. I t is, therefore, quite obvious that the target of food produc
tion  visualised in the T h ird  Five Year Plan could be realised only if 
there is a determined, integrated and systematic attem pt to tackle this 
problem  as a top priority. I t will also be essential to produce the neces
sary raw materials for industries in sufficient quantities in order to achieve 
the industrial targets for sugar, oil, textiles etc.

T he question of increasing agricultural production and achieving 
food self-sufficiency by the end of the T h ird  Plan was recently discussed 
a t  Srinagar by the State Development Commissioners as well as agricul
tu ra l officers. Since agricultural production is essentially a State subject, 
th e  Planning Commission will have detailed discussions with the repre
sentatives of all the State Governments during the next few months 
before finalising agricultural targets for the T h ird  Plan which will be 
published in March 1961. In  the meantime, the Planning Commission 
an d  the Ministry of Community Development and Co-operation have sent 
■detailed instructions about the preparation of district, block and village 
agricu ltural production plans so that this im portant problem could be 
tackled in a thorough and well co-ordinated manner. T h e  preparation 
o f  village agricultural plans will be mainly the responsibility of the 
village Panchayats and the village co-operatives with the help of the 
Developm ent staff. T h e  main elements in the agricultural production
p lans at the village level will be :

(j) full utilisation of irrigation facilities, including maintenance of field channels 
in good condition by the beneficiaries, repairs and maintenance of community
irrigation works and economy in the use of water ;

(/i) increase in the area under multiple cropping ;
{Hi) multiplication in the village of improved seed and its distribution to all 

cultivators ;
(jV) supply of fertilisers ;
(v) programme for composting and green manures ;

(vi) adoption of improved agricultural practices, dry farming, drainage, land 
reclamation ; plant protection etc ;

(v h )  programme for new minor irrigation works to be undertaken in the village, 
both through community participation and on an individual basis ;

(»'«/) programme for the introduction of improved agricultural implements ;
O'x) programme for increasing production of vegetables and fruits ;
(x) programme for development of poultry, fish and dairy products ;



(xi) animal husbandry, e.g., supply and maintenance of stud bulls, establishment 
of artificial insemination centres and castration of scrub bulls; and

(xii) programme for the development of the village fuel plantations and pastures.

T o  begin with, it is not necessary to prepare elaborate plans for each 
family in a village. As the village co-operative societies become m ore 
broad-based and cover almost every family, the preparation of village 
production programmes will become more realistic and comprehensive. 
I t  will also be desirable to improve the system of assessing the annual 
agricultural production of different crops at the village, block and 
district levels so that the targets fixed for each area are jnoperly checked 
at the end of the year through reliable agricultural statistics.

W hile the village Panchayats and the village co operatives will have 
an im portant role in  the preparation of village production plans, it will 
be the duty of the block staff and the extension officers to see to it that 
the essential supplies of good seeds, fertilisers, improved implements, 
insecticides and pesticides reach the agriculturists in timr. T h e  general 
complaint of the Indian peasant has been, and in many cases legitimately, 
that the im portant supplies which the Government makes available to  
them do not come at the time when they are needed most. I t is, there
fore, imperative that the administrative machinery is streamlined and 
made more efficient. Otherwise, the preparation of village production 
plans will be a futile exercise, leading to u tter frustration.

I t must be realised that the problem  of increased agricultural pro
duction is not merely a question of pum ping in more money into ru ral 
economy. W hile it is true that the Indian farm er must get adequate 
short-term, medium-term and long-term credit for his agricultural opera
tions through banking and co-operative agencies, it must be conceded 
that better adm inistration and organisation has to play a vital ro le in 
our crusade for achieving self-sufficiency in foodgrains by the end  of 
the T h ird  Five Year Plan. T he Community Development movem ent 
has now placed before itself the objective of achieving increased agricul
tural production as one of its m ain aims and it has been decided that 
about 80 per cent of the time and energy of the rural extension workers, 
should be devoted to the attainm ent of this basic aim. In  order to  
fulfil this objective it would be essential to achieve much greater co
ordination between different departm ents of Agriculture, Irrigation, Com
m unity Development and Animal Husbandry. It will also be necessary 
to make every effort to increase the yield per acre in different parts of 
the country. T his could be done only if various facilities as well as 
improved practices are made available to each area in a co-ordinated 
fashion. T he Government of India have recently decided to choose one 
district in each State of the Indian Union for launching pilot projects 
for intensive agiicultural development. O ut of the total expenditure of 
about Rs. 15 crore on these pilot projects, the Ford Foundation would 
be meeting about Rs. 3.4 crore, the rest of the expenditure will be met 
by the Government of India and the State Governments. T h e  program m e 
of work and the pattern of assistance in all these pilot projects w ill be 
similar in all the States. T he working of these pilot projects w ill be
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watched with great interest by the P lanning Commission and the Govern
m ent of India, because the experience gained through this intensive 
agricultural programme will be profitably used in all parts of the coun
try.

Above all, it is not merely money or the technical personnel or the 
adm inistrative machiner)' that would yield substantial results in the 
sphere of increased agricultural production. W hat is absolutely essential 
is to generate a strong will in the nation for becoming self-sufficient in 
the m atter of foodgrains at the earliest possible opportunity. We have 
been talking of food self-sufficiency ever since the beginning of the First 
Five Year Plan. I t is, indeed, unfortunate that despite the good in ten
tions of all concerned, it has not been possible to make much headway 
in this direction so far. Merely im porting foodgrains from other coun
tries and building up buffer stocks will not be enough. W e must create 
the necessary atmosphere in our countryside which would create a deter
m ined will in the minds of the peasants and the population in general 
for stepping up agricultural production both of foodgrains as well as 
essential industrial raw materials in accordance with the targets laid down 
in the  T h ird  Five Year Plan. W ithout this strong will and determ ination 
and without improving our adm inistrative and organisational efficiency 
it w ould be very difficult to achieve any substantial results in the sphere 
of agricultural production which forms the very basis of economic plan
n ing  in India.
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Soil Conservation
s. V. RAM AM URTY

I visited the U nited States recently and had the advantage o£ 
discussing problems of agricultural production with many agricul
tural scientists and officers. Integration of the factors of production 

is the secret of agricultural production in  U.S.A. T he same principle has. 
been the cause of increased production of paddy by the Japanese method. 
Adequate use of all the factors involved not merely adds to their effects^ 
bu t m ultiplies them.

Soil conservation is one of the im portant factors to which atten tion  
has to be paid. Even in U.S.A. till ten years ago, a good deal of attention 
was paid to seed—its quality, food for the seed, proper cultivation for 
the crops, control of pests, etc.—but comparatively little attention to soil. 
Individual States in U.S.A. were willing to provide funds for working 
on plants but not soils. T his has now been rectified. In  each county 
or other local area called a district there is a Soil Conservation Service. 
A farmer may apply to the local officer of the Soil Conservation Service 
(SCS) asking for advice and undertaking to carry it out. T he Soil 
Conservation Officer then has the land surveyed and layers of the soil 
examined. He examines the quality of the soil. T hen  he draws up 
plans of the holding, showing how contour bunds may be formed, how 
terraces may be made sloping into a grassy waterway for drainage, what 
crops may be grown on the various parts of the holding, depending on the 
survey of the soil levels, soil layers, drainage conditions and suitabilty 
of soil for crop, what areas may be used as pasture or wood land, and 
what portions may be used for water storage or ponds. T h e  farmer, in 
carrying out the advice, gets the aid of the A gricultural Stabilisation and 
Conservation (ASC) organisation in respect of improvements which are 
approved as suitable for the area by the local advisory committee. T h e  
Federal Government, under this project, gives about half the cost of 
improvement as grant. Credit for carrying ou t improvements on the 
farm may be got either from a bank or co-operative organisation on the 
basis of security of land, buildings or equipm ent or where such security 
is not available, from the Home Farm A dm inistration on the basis of 
the farm er’s competence and character. In  m aking a plan, the SCS officer 
makes adjustments to meet the farm er’s needs. If he raises cattle which 
need more corn than his best soil can give, then some more of the rest 
of the soil may be found to raise corn. In  northern  States of U.S.A., 
where the holdings are as large as half or one square mile, soil surveys 
are done by aerial surveys which can yield inform ation about the contours 
on the ground. W here the soil is shallow, contour bunds are made by scrap
ing the ground on each side of the contour line into low bunds.

Besides the suitability of the soils to crops, the different layers deter
mine also the drainage of the soil. T his also determines the crop that can



grow. There is need also to determ ine when soil needs irrigation. If soil 
has 75 per cent of moisture, the texture of the soil can show it. So also 
if i t  has 50 per cent or 25 per cent. T o  prevent erosion or m itigate its 
•effects, different plants and grasses are being tried.

S.C.S. officers are furnished with cyclostyled books containing the results 
so far had as to how to conduct survey of levels and soils and what 
judgm ents and advice to base thereupon. T h e  book is frequently revised 
in the light of fresh experience. Soil conservation work in U.S.A. is thirty 
years old. First the m en who undertook it had, like Indian  officers, com
paratively little background of practical experience. Gradually this was 
b u ilt up. Younger officers were trained by older, experienced officers. 
T h e  Soil Survey Officers have a good knowledge of soil conditions and 
can come to right conclusions.

T h e  need to care for soil also and not only for seed requires to be 
grasped in principle. Seed is not a unitary entity. I t contains several 
chromosomes and each chromosome contains several genes which are the 
basis of its characteristics or qualities. T h e  soil too has differences of 
horizontal levels and vertical depths and also differences of quality. If 
the seed is the father of the crop, the soil is the m other of the crop. 
In  a dominantly masculine civilisation like ours, the male is emphasised 
a t  the  expense of the female. But the result is sometimes a puzzle. T he 
w ord “Pandithaputra” (Pandit’s son) in  Sanskrit is understood to mean 
a  fool, the missing link between the Pandit and his son is the Pandithani 
(Mrs. Pandit). T he son, like the crop, inherits the characteristics of both 
fa ther and mother. Eugenically the child’s quality is assurled when the 
m other as well as the father come of well-bred stock. T o  assure a good 
crop, careful work has to be done on soil as on seed.

In  India, as in U.S.A., the exploitation of the soil is increasing in 
tempo. In  U.S.A. new colonists from Europe found vast stretches of soil 
o pen  to them and they used it extravagantly. I t has taken time and 
painfu l experience for the people of U.S.A. to reconsider the policy of 
th e ir wasteful treatm ent of the soil and they have become alive, both in 
the  interests of the individual as well as the nation as a whole, to the need 
to conserve the soil. T his awareness is even fostered by a tinge of reli
gion, particularly in the mid-west of the U.S.A., where people from vari
ous religious stocks of Europe have come together with a feeling of m utual 
helpfulness and a sense of trusteeship for the natural resources vouchsafed 
to  them.

In  India attention to soil conservation was first given 30 years ago in 
B ijapu r district of Bombay-Karnataka by a forest officer who felt the need 
to  afforest denuded hill slopes. He m ade shallow trenches along contour 
lines and dibbled seed therein. In  a year plants grew to the height of four 
to five feet. I visited this area and started similar work in  the adjoining 
and  equally dry area of Bellary in  Madras-Andhra. T his work of contour- 
bund ing  to conserve both soil and rainfall has been steadily pursued in 
the old Bombay State and some 2 m illion acres of land have been so treated 
in  In d ia  mainly in the Bombay-Maharashtra area. T h e  work has been 
given impetus by the Director of A griculture forming Farmers’ Unions in
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villages and making them responsible for furnishing labour for the work 
of contour-bunding. T h e  villagers have come to realise that this jo b  is 
the job of all of them. I t  is not only a few fields that gain by it; the whole 
village gets an underground reservoir of water. W ells in fields so bunded 
strike good supplies of water. I call such wells a fourth estate in irrig^ation 
—the other three being major, medium and m inor sources of irrigation. 
T he T h ird  Five Year Plan has a target of 13 m illion acres of lan d  for 
contour-bunding and allied dry farming.

Soil conservation is not merely saving the soil. I t also includes the 
using of the soil to the best advantage. Hence, in the U.S.A., the survey 
of soil levels is accompanied by the examination of the soil layers an d  on 
these as well as chemical assessment of the soils, advice regarding the  best 
use of the soils for growing crops or pasture or woods is based.

In India the method of soil conservation has been exclusively applied 
to dry land. I t should indeed apply also to wet land. T h e  provision of 
water for artificially irrigating land instead of depending only on ra in  is 
rapidly increasing. In  States like M aharashtra the percentage of irrigated 
land to cultivated land has been as low as even 6 per cent. In  India 
as a whole the irrigation potential has risen in the last two Plans, from 
10 per cent to nearly 25 per cent. T h e  target of planning is to raise it 
to 50 per cent. I t is recognised that dry farm ing is the only way of helping 
at least 50 per cent of the cultivated land in India. But even the rem ain
ing 50 per cent needs the outlook of soil conserv'ation, if soil conservation 
is to mean not only saving soil but using it to the best advantage. In  
irrigation projects like the Tungabhadra project, large quantities of -water 
have begun to flow on land that has been dry and dusty. W ithout cultiva
tion based on contour lines vast quantities of soil are likely to be washed 
away through irrigation. T h e  im pounding of water for paddy cultivation 
in small fields has a conserving influence on the situation but the use of 
water for occasionally irrigated dry crops needs measures of soil conser
vation. Soil conservation then should receive as high attention as seed 
improvement in the planning and development of Indian agriculture 
both irrigated and rain-fed.
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Agricultural Targets

K. R. DAMLE

f I  ^HE priority wliich agriculture has been enjoying in national plan-
I  ning has not been altogether consistent. At the time o£ the 

formulation of the First Plan, the deficiencies in food and m ajor 
cash crops such as ju te  and cotton were so m arked that agriculture 
received the foremost priority, as a m atter of course. T h e  very success 
achieved in the First Plan by way of increases in agricultural production, 
particularly in foodgrains, created a certain confidence which was to a 
large extent responsible for agriculture receiving comparatively less im
portance in the Second Five Year Plan, though the actual outlay on 
agriculture and Community Development together in the Second Plan 
was substantially larger than in the First.

In  the Second Plan period, up  to 1958-59, agricultural production has 
been increasing at the annual rate of about 4 per cent against 2.8 per 
cent in the First. A part from the fact that, as in the case of food grains, 
the annual increases were sharply erratic, the accelerated growth in 
population, currently running at about 2 per cent per annum, changes in 
food habits, increase in the purchasing power of the people and the need 
to earn  foreign exchange by enlarging the exportable surplus, called 
for a  reassessment of the priority which food and agricultural develop
m en t should receive in the T h ird  Plan. T h e  setback in food production 
in 1957-58 and the somewhat unusual behaviour of food prices in the 
succeeding year when the crop was the biggest for any year clearly indi
cated the need for an even larger rate of increase in production and for 
substantial buffer stocks on which the Government could draw when 
m arket arrivals tended to be sluggish. Needless to say, the experiences 

lof th e  Second Plan, some of them agreeable, others less so, have had a 
great part in the shaping of policy and methods for agriculture in the 
T h ird  Five Year Plan. In the T h ird  Plan, food grains production has 
again claimed top priority. T he target of food grains production in the 
T h ird  Plan is determ ined by the requirem ents of a population which is 
estim ated to increase at the rate of about 2 per cent annualjy, a well- 
m arlted growth of urbanisation and the requirem ents of increased per 
cap ita intake, resulting from increase in  incomes. These factors represent 
the dem and. Towards a level of supply m atching this demand, the poten
tial and prospective resources in land, water, fertilisers, seeds, credit and 
improvements in organisation and m anagem ent have to be utilised to the 
optim um . On these considerations, a target of production capacity of 100 
to 105 m illion tons has been fixed. Even if an ou tput of 100 m illion tons 
is secured in 1965-66, it would be equivalent to 18 oz. of cereals and 
puls.es together per head, a quantity  which must adequately satisfy n u tri
tional requirements. T h e  extra 5 m illion tons provided for could be a 
cushion against unforeseen difficulties. '



T he T h ird  Plan carries further the diversification of production w hich 
was one of the noteworthy features of agricultural development in th e  
Second Five Year Plan. From the standpoint of total quantity an d  a 
balanced nutrition, the development of subsidiary foods like banana, 
papaya and tapioca, livestock products and fish, is im portant. Mixed, 
fanning is also proposed to be given encouragement under the Plan.

Likewise the increasing dem and for sugar, for cloth and for all th e  
other innum erable industrial products, for which raw materials have to- 
be secured mostly, if not entirely, from domestic production, calls for 
intensification of efforts to develop cash crops. Among the major cash 
crops, the target of sugarcane goes up from 72 lakh tons (in terms of 
‘gur’) which is the anticipated output in 1960-61 to 90—92 lakh tons; th a t  
for oilseeds also goes up correspondingly from 72 lakh tons to 92—95 
lakh tons; cotton target from 54 lakh bales to 72 lakh bales and ju te target 
from 55 lakh bales to 65 lakh bales. Besides the major cash crops, 
there are quite a num ber of crops whose development is indispensable 
for im parting the necessary balance and resilience to the agricultural 
economy and to step up export income. For tobacco, while the im prove
ment of quality is to receive relatively higher emphasis, production is to  
be stepped up from the anticipated 300,000 tons in 1960-61 to 325,000 
tons by the end of the T h ird  Plan period. For coconut, against the an ti
cipated 350 million nuts of additional production in 1960-61, a target of 
1,250 m illion nuts of additional production is fixed for the T h ird  P lan . 
For arecanut, the T h ird  Plan target is 1 lakh tons, representing an 
increase of 0.07 lakh tons over the anticipated Second Plan achievement. 
For cashewnut, a target of 150,000 tons is aimed at for the T h ird  P lan  
against 73,000 tons anticipated for the last year of the Second Plan. T h e  
corresponding figures for pepper are 30,000 tons against 29,000 tons; for 
cardamom 2.62 thousand tons as against 2.26 thousand tons; for lac 0.62 
lakh tons against 0.50 lakh tons. T h e  production of fish is proposed, to 
be stepped up to 18 lakh tons from 14 lakh tons. T he production of 
eggs would go up to 5,000 m illion in 1965-66 as compared to about 2,500 
million anticipated in 1960-61. In  regard to milk, the objective ten ta 
tively envisaged is to raise availability to the level of 6 oz. per adult per 
day by 1965-66.

For many cash crops, the T h ird  Five Year Plan aim is not only to  
advance towards self-sufficiency but to provide for or increase exports. 
Agricultural products will have to contribute more heavily to the coun
try’s income through foreign trade. T o  ensure that as much of the p ro 
duction as possible is available for domestic consumption or for export, 
the development programmes will pay due attention at every stage to 
facilities such as storage, transport, packing and marketing.

T h e  increase in production envisaged for the T h ird  Five Year P lan  
would be obtained to some extent through more land  coming under cul
tivation. But the bulk of the increase would come through more and be tter 
balanced inputs, more efficient crop and land use, planning and im prove
m ent of agricultural techniques and organisation. Major and m inor
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irrigation, land reclamation and development of double-cropping, ierti- 
lisers and manures, improved seeds, p lant protection and improved 
pracitices are the m ajor items which go into the programme of intensified 
cultivation. In  the Second Plan, m ajor and medium  irrigation projects 
were more conspicuous. In  the T h ird , m inor and medium irrigation 
programmes would receive the highest attention. An area of 13.5 million 
acres is proposed to be brought under m inor irrigation. T h e  growing 
dem and for fertilisers is to be met by the capacity production of the big 
fertiliser plants which have come into being or are being built up and 
through a num ber of medium size plants scheduled for the T h ird  Plan. 
A target of production of one m illion tons in  terms of nitrogen has been 
fixed under the T h ird  Plan. Stress is being laid on saturating as large an 
area as possible w ith improved seeds; tentatively a target of covering an 
additional area of 150 m illion acres with improved seeds has been fixed 
u n d er the T h ird  Plan. Further plant protection measures are expected 
to co>ver an area of 75 m illion acres. A concentrated, comprehensive and 
co-ordinated programme to be applied to 15 selected districts all over 
In d ia  in addition to general programmes of development to be under
taken  in other areas is expected to contribute substantially towards the 
achievement of the T h ird  Five Year Plan food grains target.

I t  would be the country’s endeavour to realise in full the various crop 
targets; meanwhile, the reorientation which the agricultural economy 
has s tarted receiving ever since the advent of the First Plan is leading to 
a gradual transform ation in  ru ral life in which more and more enthusiasm 
on th e  part of the cultivator is being rewarded with more and more 
m aterial benefits.
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Place of the Rural Sector

AM LAN DATTA

A hundred things may be said about the Draft T h ird  Five Year P lan. 
Yet what is im portant in a short article is not to say them all, 
but to pick and choose, to leave most things unsaid, so th a t 

attention may fall on a few things that are more im portant than on the 
rest.

Nothing perhaps is more im portant for the success of the T h ird  P lan 
than to secure higher agricultural productivity. Most other problems of 
any importance are related to it. Can the government hold the price 
line ? Can dangerous pressure on the balance of trade be avoided ? Can 
domestic savings be created to the required extent ? Can the government 
raise tlie additional tax revenue essential to the success of the T h ird  P lan  ? 
These are surely vital questions and answers to all of them depend to  a 
great lextent on whether, and how far, agricultural productivity can be 
raised and, at the same time, ways and means found to draw away a part 
of this increased production so as to add to the revenue of the govern
ment. •

Let us linger briefly on the last part of this statement.

On the financial side the success of the T h ird  Plan will depend 
largely on the ability of the government to secure a sizeable increase in 
its revenue through additional taxation. Can the government do it ? On 
this point, one reads in the Draft O utline : “T h e  additional tax target of 
Rs. 1,650 crore is w ithin the limits of practicability in view of the expected 
increases in  national income, and especially in food production. I t  is 
also the m inimum required.” I t  is, indeed, the m inim um  required; bu t 
even if income and production actually rise to the extent stipulated, tax 
revenue is unlikely to increase by the am ount envisaged, unless certain  
very im portant supplementary measures are adopted. At this point it will 
be useful to take counsel from our experience of the Second Plan.

In  many ways, though not in all, the Second Plan has come close to 
success. I t has, however, signally failed in one respect. Prof. M alenbaum  
has recently drawn attention to this aspect of the situation. Investm ent 
in  the public sector will have increased from a total of Rs. 1,500 crore 
in the First Plan period to an estimated Rs. 3,300 crore over the Second 
Plan. T his is a sizeable increase but in the same period domestic savings 
used in the public sector will have increased only to an insignificant 
extent, from Rs. 1,250 crore under the First P lan to Rs. 1,300 crore under 
the Second. T he sizeable increase in investment in the public sector is 
almost entirely accountable by additional funds from abroad. T h e  in
crease in national income over the period of the Second Plan, estimated



at about 20 per cent, has contributed surprisingly little to funds domesti
cally available for investment in the public sector.

We cannot allow this state of affairs to continue and hope for the 
success of the T h ird  Plan. Means m ust be found to mobilise a larger 
p art of India’s domestic savings for investment in the public sector. T here 
is, I believe, a very good case economic as well as moral, for lowering 
the exemption limits and raising the rates of the expenditure tax, a l
though, in that case, it will be advisable to make income-tax rates lower 
at the same time. T he need for checking tax evasion can hardly be 
emphasised too often. But something more is also required. I t is parti
cularly im portant to devise ways and means by which the government 
can appropriate a larger part of the income originating in  the agricul
tu ra l sector. A country which wants rap id  economic development cannot 
allow agricultural income to go as lightly taxed as it does in India.

T h e  tru th  of this last proposition is now broadly recognised by all 
who have thought over this subject. Why, then, has so little been done 
to act on this basis ? One of the chief obstacles in the way is political 
expediency. But this is a short-sighted view of the matter. W hat is 
economically unwise can hardly be politically wise in the long run. W hat, 
then, is the way out ? Measures of increased taxation will not be so keenly 
resented when these are accompanied by visible improvment in agricul
tu ra l productivity.

T his brings us back to our original p o in t : improvement in agricul
tu ra l productivity is essential to the success of the T h ird  Plan. W hat 
are we to do to effect this improvement ?

Again, many things have been said in this connection. Thus, in a 
section on “Programmes for Increasing Agricultural Production”, the 
T h ird  Plan draws particular attention to irrigation, land reclamation, 
supply of fertilisers and manures, etc. Emphasis is also laid on the need 
for creating “a well-organised democratic structure of adm inistration in 
which village panchayats would be closely linked with popular organisa
tions at a higher level.” Not nearly sufficient discussion seems, however, 
to have taken place on the question of how to create an enlightened 
leadership in the coimtryside to pioneer progress. On this question a few 
ob.servations may not be out of order.

Basically, there are tliree different ways in which such leadership can 
aris.e. T h e  English or the Prussian landlord illustrates the first way. Due 
to historic circumstances into which we need not enter, the Ind ian  land- 
lorci in the modern period has not shown the same spirit of improvement 
th a t we find in the English or Prussian landlord. Today opinion in this 
country is understandably unsympathetic to landlordism.

T h e  Soviet Union, with her system of collective farming, illustrates 
a second form of leadership in the agricultural sector. T h e  Communist 
Party , operating through the Machine T racto r Stations and the com
m ittees of collective farms, pioneered progress in  Soviet agriculture. In 
Ind ia , few people advocate the Russian type of coHectivc farming. I t  is.
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indeed, inconsistent with democracy of our conception. T he m ajority  
of the peasantry cannot be persuaded to join collective farms voluntarily; 
and if force were used to achieve this, no government would afterwards 
dare face the country in free elections.

Theoretically, at any rate, there is a third alternative, which is also 
the most democratic. A leadership may naturally evolve out of practising 
peasants, and make its influence felt through democratically organised 
m utual help societies, agricultural co-operatives and village panchayais. 
Something like this seems to have evolved in some societies, e.g. the 
Scandinavian countries. Even here the necessary cultural climate was 
created by a great educational movement, the Folk H igh School move
ment, inspired by Christian ideals, and pioneered not exactly by ordinary 
peasants. However, there is one very im portant difference between the 
Scandinavian and the Ind ian  situation. N ot only are educational 
standards incomparably lower in India (illiteracy was abolished in 
Denmark already in the first quarter of the last century), b u t the ratio 
between land and population is much more adverse in  this country and 
opportunities for earning a livelihood proportionately limited. U nder 
the circumstances, even people with modest education almost invariably 
migrate out of villages, thus destroying whatever possibilities there m ight 
otherwise have existed for the evolution of an enlightened leadership. 
Thus, like our soil, leadership itself has been eroded over a long period 
and our village community left exhausted and in a state of unreplenished 
vitality.

T h e  purpose of this article is to pose this problem, not to solve it. 
In  Japan, in a crucial period of her economic evolution, leadership in  the 
countryside was reinforced from  an unexpected source. A sizeable part 
of the samurai, an exceptionally energetic and comparatively more enligh
tened section of society, was driven by circumstances to seek its livelihood 
in the rural economy. T h e  effect is clearly noted in the autobiography 
of a contemporary Japanese ; “Many samurai families came into every
village to live among the farm ers-----T his mixed living disturbed the
peaceful life among the farm ers. . . .  T h e  coming into our community of 
so many samurai families of all ages was greatly advantageous for us in 
acquiring various kinds of knowledge. Especially many young farmers 
who were in contact with them  were inspired and greatly stirred.” How 
can we similarly ‘disturb’ the peaceful life of the farmers, ‘stir’ them 
ou t of age-old inertia and inspire them  to new efforts ? How can young 
people, with education and a spirit of innovation, be attracted to agricul
ture to produce such result ? T h ere  is no simple answer to this question. 
But the planner must constantly keep this question at the back o f his 
m ind. In  planning our education, its form and content and the location 
of new educational institutions, in laying down the pattern  of urbanisation 
for the future, in deciding on questions of land ceilings, he must trea t it 
as one of the relevant considerations, and not the least im portant am ong 
them. For if one factor more than any other is acting as a brake on  the 
speed of our economic progress, it  is the still near-stagnant condition of 
our vast countryside.
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T o  promote the growth of an enlightened leadership in the rural 
areas, to create, or widen, the channels through which credit and essen
tial physical inputs, such as water and fertilisers, may evenly flow to the 
agricultural sector, to introduce the necessary incentives to production, 
e.g. by ensuring fair and stable prices to the farm er—these are essential 
requirem ents for setting Indian agriculture on the road to progress. W ith 
increased output achieved, it will still be necessary to ensure adequate 
taxation of agricultural income. (An alternative scheme—and, under 
conditions of marked inflationary pressure, but only under which condi
tions, perhaps a better scheme—would be to make wholesale trade in grain 
a State monopoly and earn a profit from it.) I t should not be overlooked 
that taxation of agricultural income is useful not merely because it 
brings much needed revenue to the Government, but also because it helps 
to expand the grains and other foodstuffs that the farmer places on the 
m arket to meet his requirem ents of cash. However, the peasant must pro
duce- more before he can be asked in a democratic country to pay more. 
T h u s, the battle for Ind ia’s economic development under democratic 
auspices will be won or lost in the fields tilled by our peasants.
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Agricultural Pricing Policy

DR. J. p. B H A TTA CH A RJEE

P
RICE policy, particularly in respect of agricultural commodities, 
seems to have been the C inderella in  the development plans of India. 
T h e  relative neglect of this im portant aspect of the strategy of 

economic development has not, however, been due to any lack of u nder
standing of its importance. In  fact, one of the most im portant recom 
m endations of the First Five Year Plan was for the maintenance of an 
integrated structure of prices necessary to bring about an allocation of re
sources and a distribution of sacrifices in conformity with the targets laid  
down under the Plan. In  the Second Plan also, this emphasis on the 
desired allocation and distribution on aspects of the price policy has been 
restated. In spite of it, how-ever, neither in the First nor in the Second 
Plan was a way found to spell ou t in concrete workable terms the policy 
and the programmes to be followed in this field. T he Plan documents 
sought to describe the different programmes that could be follow-ed w ith 
ou t attem pting to lay down a firm positive line. T h e  broad general aim  
that had been accepted and recommended was for stabilisation of the level 
of prices in line with the allocation and distribution needs of a develop
ing economy, and keeping to a m inim um  the use of direct regulation and 
controls.

Uncertain and inadequate form ulation of a price policy seems to have 
characterised the D raft O utline of the T h ird  Five Year Plan to a m uch 
greater extent than the first tw’o. I t is m entioned in the Draft that “ the 
level of prices now is more than  20 per cent above the level at the com 
mencement of the Second Plan and it is essential to ensure that for the 
T h ird  Plan period a suitable price policy is formulated and carried o u t” 
(page 45). I t  appears from this statem ent that it has not yet been possible 
for the Government of India to decide on the nature and contents of the 
agricultural and other price policies to be follow'ed during the T h ird  
Plan period. W hile there are bound to be differences of opinions and 
view’s among adm inistrators and economists on an issue of this importaijce 
and gravity, it can only be hoped that these will be ironed out and a firm 
jjolicy laid down. T h e  m ajor fields to be covered by the price policy will 
include agricultural commodities, non-agricultural raw materials, indus
trial products produced in the private sector and industrial products 
of the public sector. Even though our concern here is only w ith  
the agricultural prices, it has to be remembered that the different 
fields mentioned above are in ter related, and the policies and programmes 
for these should be form ulated in  an integrated manner. No policy or 
programme for agricultural prices can, therefore, be foraiulated in  an 
isolated fashion w ithout at the same time m aking some assumptions regard
ing those for the other sectors and the monetary-fiscal policy of the country.



T h e economic situation likely to prevail during  the T h ird  Plan can 
w ith confidence, be visualised as an extension of the situation in the 
Second Plan period. T here  will be a continuing and m ounting pressure 
of the demand on the supply of resources and an open inflationary pres
sure. T he dangers arising from this pressure and particularly from de
ficit financing have been more fully recognised in the form ulation of 
the T h ird  Plan than it was done in  the Second Plan. In  spite of this 
awareness, however, there does not seem to be any possibility of its 
m itigation through monetary and fiscal measures. W hat can and should 
be attem pted is to contain the rise in prices w ithin limits—certainly below 
the 20 per cent rise noticed during the Second Plan period and to regulate 
this rise into a fairly smooth upward trend. T his may be defined as the 
content of the goal of ‘price stabilisation’.

T h e  policy to be adopted for agricultural prices does not automatically 
follow from a general objective of ‘stabilisation’ in the above sense. During 
the ten years of the Plan period agricultural prices have recorded much 
w ider fluctuations than prices of other commodities. Besides, the rela
tive movement of prices of the different groups of commodities have not 
been the same. T he terms of trade of the agricultural sector do not 
reflect a steady maintenance of sectoral balance over this period. They 
have in recent years been generally favourable to agriculture. T he 
basic issue on this point is whether the needs of a growing and develop
ing economy require that agricultural produce should receive a favoured 
treatm ent in the m atter of prices and purchasing power over non-agri- 
cu ltural commodities. W hile in the developed countries of the Western 
w orld agricultural products have been given favoured treatm ent through 
price supports and subsidies, it has to be remembered that this has been 
possible of achievement in these countries only in recent times. Over 
larg;er periods of their history of industrial development, agricultural 
prices in these countries have either remained or been kept depressed 
to keep the general price and cost level low in other sectors and in the 
country as a whole.

 ̂ T h e  im portance of this strategy of economic development is even 
greater in a country which is trying to progress at a quick rate in a 
race with a rapidly growing population and in a competitive world. 
A n d  in the context of India, the desirability of relatively low levels of 
agricultural prices is far greater, because agricultural prices account for 
mor e than one-half of the weightage given to all prices in the overall 
index  of wholesale prices. Besides, food items account for between 
two-thirds and four-fifths of the total consumer expenditure of most 
groups of the population. An increase in food and agricultural prices, 
has therefore proportionately a much greater impact on the cost of living 
tham the same increase in other prices.

T h is  line of approach is, however, dictated largely by the interests 
of t;he consumers. T he point of view of the producers has got to be
take:n into account also. After all, it is they who hold the key to the
succeess of the Plan. And in the T h ird  Plan the producers are expected to
fulfiU a target (additional 25 to 30 m illion tons of foodgrains) which is
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larger than the total of either the targets or the achievements in  the 
first two plans. W hat sort of price incentive is necessary for them ?

An overwhelming majority of the producers are small farmers who 
sell but a very small proportion of their produce of foodgrains. M any of 
them have again to buy from the m arket later in the season. Besides, 
they usually sell in the immediate post-harvest season so that they do 
not get much advantage from the high prices that usually characterise 
the eight or nine other months of the year. T heir production plarss are 
not based on the expectation of high m arket prices. I t is the larger 
producers, numerically much smaller, who are influenced by the price 
factor. Price expectation undoubtedly influences their m arketing opera
tions. But the evidence available in this or other countries does not 
indicate the necessity of relatively high prices for increasing production. 
In  fact, the general trend has been in the opposite direction.

Under these circumstances, the view can justifiably be taken th a t the 
more successiul the country is ii\ keeping the agricultural prices somewhat 
depressed in relation to prices of other commodities (this does not m ean 
freezing farm prices at a low level), the greater will be the potentiality 
for its economic growth. Unfortunately, however, such a policy may 
not be politically acceptable under the present circumstances. T he utm ost 
that can be done is to see that agricultural prices do not go above their 
level of parity with the prices of other groups of commodities. For 
operational purposes, the objective may be defined in terms of a  pos
sible range of variation between, say, 90 and 100 per cent of parity.

If this be accepted as the goal of agricultural price policy fo r the 
country, it necessarily implies an attem pt, in the context of the  in
flationary pressures likely to prevail in  the T h ird  Plan, to keep prices 
as low as possible, and reduce the average prices below their present level 
in the immediate future. In  short, it will be in  the national interest 
to allow for as little increase as possible in agricultural prices during  the 
T h ird  Plan and, in particular, to avoid perm itting agricultural prices 
to rise in sympathy with increase in other prices unless the latter exceed 
certain limits as defined above. This course of action will draw forth more 
of the produce in the m arket than would come out otherwise. Im ple
m entation of such a policy may be politically unpleasant, bu t economi
cally sound. I t should be remem bered in  this connection that the benefits 
of relatively high agricultural prices are generally reaped by a relatively 
small group of farmers who usually have large surplus produce to  sell. 
T he bulk of the small farmers sell only a small part of their produce and 
that too usually at relatively low prices prevailing in the harvest season. 
T h eir conditions can be improved in other ways, as indicated below.

T he pursuit of such a policy does not imply that agricultural prices 
will have to be kept frozen from day to day, m onth to m onth and allowed 
to increase only once in a year or so. T his would be impossible even 
theoretically. Some amount of seasonal and other fluctuations will have 
to be there, just as there may be some degree of regional price differ
ences. These are the other two aspects of agricultural price variations that 
have to be incorporated in  the price policy and programmes. B oth of
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these reflect the vuhierable sides of the trade in, and prices of, agricul
tural commodities, and should be curbed as much as possible.

T h e  inter regional differences in level of agricultural prices are largely 
linked  with the regional disparities in levels of urbanisation, of agricul
tural production, of markets and commimications developments etc. 
They' cannot be levelled up w ithin a short time. In  the past, some of 
these differences have again been magnified by zonal and other restrictions 
impofsed upon trading patterns. T h e  regional differences are, therefore, 
a com plex of many forces which require careful handling. Besides, these 
differences are, in at least one respect, desirable, since the price level in 
each region is linked to the purchasing power and level of living of the 
l>eop]le there. An artificial and quick change therein will cause hardship 
to th e  people. Hence it is advisable to go slow in attem pting to remove 
or reiduce inter-regional price differentials in respect of agricultural com- 
mcKlities. Here the policy may be formulated in the negative way, 
nam ely, not to allow such differences to increase. T here are likely to be 
problem s raised in this respect by the divergent interests of surplus and 
deficEt States, and even zones in  each State. T he existence of such prob
lems merely emphasises the need for an all-India food policy rising above 
sectional interests.

Fnnally, there are the temporal variations in agricultural prices. It 
is maiinly these variations that have led to most of the action programmes 
that have characterised food adm inistration in India from time to time. 
Here again, a distinction has to be drawn between the policies and pro
grammes for the foodgrains and those for other produce like cotton, 
sugarcane, jute, oilseeds and tobacco. Most of these commodities are 
raw m aterials used by industries, and figure very prom inently in  their 
processed form in Ind ia’s export trade. T he supply position in  respect 
of thiem is generally not as unfavourable as in the case of foodgrains, and 
for a few of them like sugarcane and cotton, there is a minimum price 
program m e already in  operation. A m inim um  price programme should 
be extended to all these crops and announced at least before the onset of 
th e  respective sowing seasons. Attempts should also be made to curb 
exces;sive rise in their prices by regulating forward and other tradings. 
Ceilimg prices may be enforced whenever necessary, through the existing 
madi-inery.

T h e  m ajor controversy, however, relates to the programmes in respect 
of foiodgrains. Fortunately for the country, the supply position on the 
eve o f  the T h ird  Five Year Plan looks much brighter than ever before, 
thanks to the new PL 480 Agreement with the United States. T his Agree
ment ensures that there will be no acute physical shortage of foodgrains 
in  thie country during the T h ird  Plan period. Besides, there will be a 
sizeable (5 million tons) reserve stock of foodgrains to be used in an 
emergency.

W ith  this supply position, it should be easier to work out a reason
able programme for ‘stabilisation of foodgrain prices’. Such ‘stabilisation’ 
involves attempts to regulate secular, cyclical as well as seasonal varia
tions in price' D uring the last few years these three aspects of price
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movement have tended to get compounded. W hat has been happen ing  
is that the seasonal variations in prices have been of a speculative and 
anticipatory nature, and tended to reflect movements of all the three 
types. In  fact, an analysis of movements of foodgrains prices since 
1954 shows that along w ith  the progressive increase in  the average 
level of prices, there has been a tendency for fluctuations in 
each year to become wider. A num ber of factors are responsible for 
this. T here is, for example, the changing structure of the flow of food 
grains from the producers to  the m arket as has been pointed o u t by 
some of the recent surveys of m arket arrivals conducted by the Visva- 
Bharati Agro-Economic Research Centre. T here has been a progressive 
concentration of m arketed surplus of foodgrains in  the hands o f the 
more resourceful farmers and  a m arked tendency on their part to defer 
sales later in the season. T his along with the generally speculative 
nature of the activities of the trading sections has tended to sharpen 
the seasonal fluctuations so m uch so that it is now almost impossible to 
regulate the cyclical or the secular rise in  prices, except through 
measures designed to reduce the seasonal fluctuations.

In  other words, stabilisation of foodgrains prices requires effective 
and firm action to keep fluctuations in prices in each crop year w^ithin 
certain well-defined limits announced in advance of the sowing season of 
the crop in question. These limits can be decided, keeping in m ind  the 
likely flow of supplies into the m arket at different parts of the year, the 
position regarding storage, processing etc., and the outlook for other 
prices during the year. I t  may generally be said that the fixation of 
these limits will involve, in  some cases at least, supporting the prices 
received by the cultivators immediately after harvest through a purchase 
o r loan programme, and pum ping into the m arket sufficient supplies 
later in  the year to keep prices from exceeding the upper limit. T he 
first is essential, if the poor farmers are to be helped and incentives 
provided for production increase. T h e  second is necessary if speculative 
activities are to be curbed and prices held in  check.

T h e  case is thus strong for the so<alled buffer stock operations pro
gramme. T he fact that the country will have a sufficiently large reserve 
stock of foodgrains makes such a programme realistic and feasible. In 
fact, if such sales and purchase operations are conducted successfully, 
these will influence the foodgrains prices in  the whole-sale markets which 
usually determine retail prices. Effective operation of this program m e 
will also reduce the responsibility of the government for either procure
m ent or subsidised distribution  of foodgrains. I t  m ust be emphasisedl here 
tha t buffer stock adm inistration does not merely mean occasional releases 
in to  the m arket of supplies from government stock. I t  must be a regu lar 
and day-to-day operation involving both  releases and withdrawals.

Operations of this sort cannot, however, be conducted departme:ntally 
by the Governments of Ind ia and the States. In  addition to the inftexibi- 
lity imposed by the departm ental routine and procedure, the technical 
know-how about the m arket that can be made available by the Food 
Departm ent is not likely to be sufficient for the requirem ents of operations
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of this size. It would, therefore, be necessary, i£ this programme is 
seriously put into operation, to have a separate administration, autono
mous in nature, entrusted with the responsibility for supply and price 
stabilisation w ithin certain limits and guided in its operation by policy 
goals and programmes set by the government from time to time. T h e  
Governm ent of India will also need for form ulating and reviewing such 
price policies and programmes the advisory services of a high-level policy 
committee, which should have at its command the technical data and 
inform ation supplied by an efficient economic outlook service.
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T
Industrial Development

T . N . SINGH

1 HE last ten years have witnessed a remarkable progress in  the 
industrial sector in India. T h e  total financial investments during  
the Second Five Yeai- P lan  in industries have iar exceeded, the 

anticipated outlay of Rs. 1,094 crore and the latest estimates indicate that 
the investments in industries of the public and private sectors taken 
together will am ount to Rs. 1,450 crore—an increase of nearly 32 per cent 
over the estimates of the Second Plan. T h e  larger investments a re  no 
doubt partly due to the rising costs, but this alone cannot account for 
an  investment larger than expected. I am aware of the shortfalls in 
certain sectors and also of the fact that physical targets of production 
have not been achieved in many items of im portance both in  the public 
and the private sectors. But, considering the difficulties of foreign 
exchange, the low level of national savings and capital form ation an d  the 
inadequacies of technological know-how and experience, the progress 
m ade during these years does indicate the dynamic nature of recent indus
trial growth.

T he m anner in which all kinds of industrial and production activity 
have sprung up during  the short space of five years even in the rem ote 
corners of the country, run and organised by a new class of entrepreneurs, 
mostly small people, is indicative of the great forces that are at work 
today. I believe that there is hardly any country in the world where the 
atm osphere for industrial growth is better than in India. Much has yet 
to be done to achieve the self-sustaining stage of economy bu t that stage 
IS not far off. I t is in  this context that the basic ideas and the programmes 
outlined in the D raft of the T h ird  Five Year Plan have been con
ceived.

T he economic and social problems of the country are many and 
extremely complex. An already large population growing at the ra te  of 
nearly 2 per cent per annum, centuries of subsistence economy, years ol 
neglect in the fields of education and social services and the prevailing 
technological backwardness as compared to the highly industrialised 
nations of today, emphasise the difficulties of the task ahead. At the same 
time, they also underline the urgent need for an early solution o f tlie 
country’s economic problems w ith boldness and determ ination. A  hesi
tant and weak programme of economic development cannot m eet the 
needs of the situation. If even the modest objectives set out in the Second 
Plan, namely, doubling of the national income by 1970-71 and th a t of 
the per capita income by 1975-76 and taking the national economy to the 
stage of self-sustaining giowth, are to be achieved, nothing short of the 
investments envisaged in the T h ird  Plan can meet the situation. I t  may 
even be legitimately argued that a bigger industrial plan program me than 
the one set out in the Draft T h ird  P la r ;'s necessary.



In  preparing the Draft Plan one has to strike a balance between the 
needs of various sectors of the national economy. O ur resources, internal 
and external, are none too plentiful. T h e  stresses which are inherent in 
any rapid  pace of economic and industrial development are factors which 
cannot be ignored in a system of democratic planning. If  the long-term 
objectives in regard to national income and employment are to be 
achieved and if the self-sustaining stage has to be reached in the near 
lu tu re , it is essential to press forward with larger investments in the 
basic and capital goods industries, with special emphasis on machine 
iiuilding programmes. Simultaneously efforts have to be made to acquire 
tlie related skills, techniques, know-how, designing capacity, etc. In  any 
great effort for a rapid development of capital goods and producer goods 
industries, some stresses are bound to develop. T o  m itigate such stresses 
and to meet the consumption demands of the people following a rise in 
the national income, the Plan provides for industries producing a wide 
range of consumer and other essential goods. I t has, however, to be 
recognised that it will be difiicuk to m eet all these demands to the full 
and to some extent restraint of consum ption will become unavoidable 
specially in the case of luxury or semi-luxury goods.

T h ere  will also be difficulties in  creating the necessary skills and 
know-how related to the pace of industrial development. T h en  there are 
the related problems of increased output of power, fuel and minerals. 
All these not only entail very detailed p lanning and phasing of various 
industrial projects both in the private and the public sectors, they also 
require  great skill in im plementation and a co-ordinated growth of the 
various projects under industries, power, fuel, processing of industrial 
raw materials and provision of necessary skill and know-how. T h e  prog
ress in the implementation of the plan projects will, therefore, have to 
be watched with great vigilance and understanding.

T h e  Plan gives first priority to agriculture in the scheme of develop
m ent. At the same time it is recognised that beyond a stage the growth 
(of agriculture and development of hum an resources alike hinge upon the 
advance made in industry. T he large provision of Rs. 1,500 crore for 
induiStry and minerals has been made in this context. One of the 
im portant items of the project in the industry sector is the fertiliser 
inclu.stry. It is proposed to increase the production capacity of fertilisers 
in 1*965-66 by about 500 per cent as compared to the present level of 
indigenous production. W ithout an adequate supply of fertilisers a large 
step-iup of agricultural production will not be possible. T h e  total invest- 
menit on fertilisers alone is expected to be of the order of Rs. 200 crore. 
Fertiliser industry again is a part of the chemical industry which must 
also be developed simultaneously. T h e  dependence on imports of 
machinery and equipm ent for setting up factories is a lim iting factor to 
the expansion of the fertiliser industry. Therefore arrangements have to 
be nuade for the manufacture of such p lan t and machinery in the country. 
Not only for the fertiliser industry b u t for the growth of various other 
industries in the country it is esesntial that Ind ia should develop machine 
bu ild ing  capacity. Just as steel had the pride of place in the industrial
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projects of the Second Plan I th ink the various projects for the m anu
facture of heavy machinery and equipm ent occupy the key position am ong 
the industrial projects of the T h ird  Five Year Plan. I t  is fortunate that 
external credits have already been assured for the heavy machinery, 
m ining machinery, heavy electricals, foundry forge, plate and vessel, 
machine tools and precision instrum ents projects. T he Planning Com
mission also attaches great im portance to the production of alloy 
and tool steel. T h e  private sector is expected to take up production of 
cement, paper and sugar m anufacturing machinery. T hen  there are all 
kinds of medium and small tools and machines which have to be m anu
factured and which will be largely the responsibility of the private 
sector. I t is expected that the completion of these projects listed in 
the T h ird  Plan will take India towards the self-generating stage.

Steel is the base of the development of the machinery industry as 
well as various other industries. Foundations for a sizeable steel industry 
were laid in the Second Plan. Production capacity of steel will be stepped 
up to 10 million tons. W hile a much larger steel production target may 
have been desirable, resources have limited the programme to 10 m illion 
tons only. T h at there will be an ever-growing demand for steel, no one 
can doubt. At the end of the T h ird  Plan period one may find oneself 
faced with a much greater dem and for steel. However, in the meantime, 
it is hoped that the heavy machinery, heavy structural and heavy engi
neering projects will make it possible to depend on indigenous production 
of machinery and plant for the construction of future steel projects in 
the Fourth and Fifth Plans. I t  is hoped that even during the T h ird  Plan 
it will be possible to draw upon the production of the heavy machinery 
and heavy structurals and heavy forge and foundry plants for the cons
truction of parts of our steel plants. I t is my firm conviction that the 
developments in the machine building and chemical industries envisaged 
in  the T h ird  Plan will have firmly laid the foundations of a self- 
generating economy, and when that happens, I am sure, the pace of 
development in Ind ia will be something which can only be described as 
stupendous and breath-taking.

I am fully conscious that there are many more things yet to be done. 
I am conscious of the various gaps in  the scheme of industrial develop
m ent in the T h ird  Plan, yet when the various projects of the T h ird  
Plan are im plemented and go into production India will be well set on 
the path of rap id  development. T h e  position of power and exploitation 
of some of our minerals have been causing the Planning Commission and 
the Goverrmient much concern. W e are all aware of the shortcomings 
in  these respects. T he projects planned will no doubt mean a consider
able step-up in these fields but the economy will continue to work under 
strain for some time to come. I t  should be evident to anybody that in 
the next five to ten years the nation will have to work under great 
stress and strain. Some of these stresses are inevitable. T he people will 
be required to p u t up w ith a num ber of inconveniences and strains 
but such strains are inherent in  any scheme of rap id  economic develop
m ent. All great nations have made sacrifices and put up with incon
veniences in the hope of a brigh t future. T h e  present generation, I am
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sure, is willing to make sacrifices and desirous of sharing the burdens of 
p lanned development so that the future generation may have brighter 
prospects and so that a just and egalitarian society may be bu ilt up. T h e  
C onstitution aims at securing equality of status and opportunity for all. 
T he Directive Principles of the Constitution enjoin opportunities for 
useful employment for all. They lay down tha t “the State shall direct 
its policy towards securing that the operation of the economic system 
does not result in the concentration of wealth and means of production 
to the common detrim ent.” Equitable opportunities for all and elim ina
tion of economic disparity are objects which m ust be steadfastly pursued. I t  
is such ideals which make a people enthused and it is these which will 
secure their whole-hearted cooperation in  the im plem entation of our 
plans.

T h e  nation has m ade great sacrifices in the struggle for freedom. 
Swadeshism was the pivot of our great national movement. W hen we 
talk of a self-generating economy it is in some respects a re-interpretation 
of “Swadeshism” in the context of today. T he country accepted the objec
tive of Swadeshism more than  half a century ago. T h e  concept of a 
self-generating and self-reliant economy is nothing but a projection of 
that very ideal. G andhiji wanted foreign goods to be replaced by indi
genous products. Today too, we are trying to m anufacture not 
only various consumers goods in  India but also the machines which 
m anufacture those goods. We wish to produce Our own steel and various 
kinds of industrial raw materials and chemicals in our country by Indian 
labour and capital. Furtherm ore, emphasis is being laid on the need of 
doing away with the differences between the high and the low and rich 
and poor and establishing a just society. T h e  goal of a self-reliant and 
self-sustaining economy is not far off and I am convinced that the nation 
is w illing and ready to make great sacrifices to achieve this goal. W hat is 
very im portant is that the ideals of establishing a just social and economic 
order should be steadfastly pursued and that the people should partici
pate enthusiastically in  the great national adventure of the implementa- 
jjtion of the successive five year plans.
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Transport

L. A. NATESAN

Th e  task o£ estimating fu tu re  requirem ents of transportation is far 
from easy. In  a system of free enterprise, demand calls forth, 
through the attraction of high rates and large profits, the develop

m ent of additional transport facilities. As these facilities increase, the 
expanded capacity for transportation removes the earlier scarcity and 
brings down the level of the charges. In  an economy influenced by State 
planning, responsibility has to be taken by the authorities concerned for 
as correct an assessment as possible of the transportation required in  con
nection with the development programmes. T here  is an automatic cor
rective to private agencics m aking mistakes in their estimates, as they 
have to pay the penalty for any errors in the calculations. Private enter
prise is apt to be over-cautious or over-optimistic, leading to wide pendu
lum swings producing excess of demand over supply or vice versa. T h e  
State has necessarily to avoid these extremes, and with the rather com
prehensive surveillance, if not control, of the national economy in recent 
times, is indeed in a better position to attem pt a reasonable forecast of 
future demands and an appraisal of the measures needed to meet them.

In  trying to estimate fu ture demands of transport, one is not alto
gether in an uncharted sea. T h e  easiest—one which is generally adopted 
—is the genetic approach, that is, proceeding on the basis of established 
performance and taking into account the currently identifiable future 
demands for a projection. A nother is the teleological approach in which 
confidence in the destiny of the country is the basic support to the hope 
of sufficient efforts being m ade to achieve the desired and announced 
objectives. T his would generate enthusiasm among the people to give 
effect to the policy. Of the two, planners may prefer the former to tlie 
latter approach as providing something m aterial to go upon.

P lanning for transportation assumes that there is some indication of 
the dimensions of the probable volume of traffic likely to be generated in 
the future. From the estimates of the increases in the output anticipatecf 
from the projects included in  the agricultural, mining, industrial and 
other programmes, a fair idea of the physical quantities and the move
m ent involved may be obtained. I t should, however, be understood that 
the aggregate tonnage and the average haul, even if estimated with 
reasonable accuracy, can only provide the immediate determinants of 
the volume of transport. These are not the final determinants. T o  that 
extent any present estimate based on the figures of tonnage and haul is 
likely to be wide of the mark.

T his is brought out better by the m ultiplier effect which takes place 
in transportation with reference to any given increase in production. It 
is now well-known that a given increase in  the production of iron and



Steel generates a volume of traffic four to five times gieater. T he growth 
of ton  miles—the trend of leads—tends to be greater than the expansion 
of the tonnage. It has been observed that in terms of goods in circula
tion the coeflicient of elasticity of demand for transport services has varied 
trom  1.3 to 1.7 in different countries during the period of economic 
development.

Even if allowance is made for this the problem is not solved. I t is 
necessaiy to appreciate the fact that the proportion of the production 
that enters into the transportation stream varies from commodity to 
commodity. T he location of industry, the sources of raw materials, the 
transport facilities that have developed, the extent of local consumption, 
the volume of goods moving to outside markets, all these, to m ention the 
most im portant, affect the quantities transported. T aking the railways, 
as an  example, the individual proportions may vary as much as 80 to 95 
per cent of production in the case of coal and coke, m ineral ores and 
cement, and as low as 15 per cent in respect of food grains. These per
centages reflect the varying content of transportation affecting the 
different commodities to reach the centres of production and points of 
distribution. I t is im portant to note that these proportions are likely 
to differ with each form of transport. T h e  volume of the individual 
commodities and the distances over which they are moved by the different 
iornis of transportation are other factors to be considered. W e do not 
have anything like complete statistics for all transport agencies in India. 
But the nature of the problem to be faced may be illustrated with 
reference to the results of the sample survey conducted in tlie United 
Kingdom for 1958. T h e  tons and the ton miles calculated for the 
different transport agencies during 1958 are as follows :

U. K. DO M ESTIC G O O D S T R A N SP O R T , 1958
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Tons carried 1 Tons miles Proportions o f the total
(million) (million) Tons Tons miles

Road ..  . . . .  1,000 23,000 76% 45%

Railways . .  .. . .  2602 18,000 19 ' 35

Inland waterways . .  10 — 1 —

Coastal shipping ..  50 3 4 20
1 To the nearest 10 million. 2 Includes fres-hauled traffic. 3inland equivalent

Source : The Transport o f Goods by Road, Report o f a Sim ple Survey made in 
April 1958, Ministry of Transport and Civil Aviation, p. 27.

I t  may be seen that the proportions of tonnage and ton miles handled 
by the  different forms of transport are quite different. I t should also be 
appreciated that the proportions are also likely to vary in course of time. 
In th e  United Kingdom between 1952 and 1958 the ton miles for the 
R oad have recorded a striking increase over the Railways. Therefore, 
even within comparatively short periods, im portant changes of this 
character are indeed possible, and allowance should be for such variations 
made in planning for the future.

W hat has been discussed so far applies mainly to freight traffic. T h e  
needs of passenger traffic have also to be taken into account. These have



to be considered separately for suburban needs and for non-suburban or 
inter-city requirements. W ith  an overwhelming preoccupation w ith the 
problems of freight transport, it is not unlikely that less than due a tten 
tion may be paid to passenger traffic. But any serious shortages here  are 
bound to lead to adverse repercussions on the public and production. 
T o  the movement closely associated with economic activity has to be added 
that which arises from wanderlust, holiday travel, visits to pilgrim centres, 
etc. T ransportation  undertaken for all these purposes can be assessed 
within a fair m argin of approxim ation, which will be exceedingly diffi
cult in the case of freight traffic with its great complexity of num erous 
constituent commodities, quantities, hauls and operating problems.

In  the development stage of the economy, the provision for transpor
tation has according to particular conditions varied from 25 to 30 per 
cent of the total investment. T aking  the United States, for example, tlie 
percentages of national wealth invested in railways, shipping and canals 
were between 27.0 to 28.5 per cent during 1880 to 1900. In  1912, the 
percentage stood at 25. For Mexico during 1938 to 1950, the figure was 
27 per cent. T he average percentage (for 4 to 5 post-war years) of gross 
investment devoted to railways (including tramways), shipping, air 
transportation, m otor traffic and communications in Netherlands and 
Belgium amounted to 23 and 24 respectively, while for Norway it was as 
high as 30. Only the U nited  Kingdom and France had lower percentages 
of 17 and 19 respectively. Surely for an underdeveloped country like 
India, intent on overtaking generations of sluggish pace, the percentage 
of investment in transport may need to be nearer the 25—30 level than 
any lower.

We may now turn  to consider how far the D raft T h ird  Plan has taken 
note of the considerations set forth  above in its attem pt to outline the 
proposals for transport and communications.

T he economic effort tha t is contemplated in the Draft T h ird  Five 
Year Plan is, as compared w ith its predecessor, of a prodigious character. 
Agricultural ou tput by 1965-66 is expected to increase by 30 per cent over 
the anticipated target for 1960-61. Power generated would go up by  100 
per cent. T aking  coal and iron ore together, the quantity to be pro
duced will be 100 per cent higher than in 1960-61. About the same rate 
of increase is taken for automobiles. A lum inium  production is anticipated 
to go up by 341 per cent. Paper and caustic soda to be m anufactured by 
the end of the T h ird  Plan are placed at 119 per cent and 172 per cent 
higher respectively.

T h e  investment required  to finance this expansion in production i s ' 
placed at Rs. 10,200 crore. T h e  corresponding figure for the Second Plan 
is Rs. 6,750 crore. I t  is proposed to allot during the T h ird  Plan Rs. 1,450 
crore for transport and communications in the public sector. T he invest
m ent from the private sector is estimated at Rs. 200 crore. T he overall 
investment on transport and  communications during the T h ird  P lan thus 
amounts to Rs. 1,650 crore out of a total of Rs. 10,200 crore.

T he investment on Railways is Rs. 890 crore, representing the largest 
slice of 54 per cent of the total for all transport and communications.
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T his, be it noted, is a little less than the provision for Railways in the 
Second Plan. T h e  principal objective for the Railway plan for 1961-62 
to 1965-66 is to increase transport capacity so as to handle by 1965-66 
a to tal traffic of 235 m illion tons. As compared with the anticipated 
tonnage of 162 million in 1960-61, this represents an increase of 73 million 
tons or 45 per cent. About 70 per cent of this is on account of higher 
levels of production under iron and steel (10.2 million tons), coal and 
coke (95 m illion tons) and cement (12 million tons). T h e  new lines to 
be taken up are lim ited to 1,200 miles. A part from the spill-overs from 
the Second Plan, some 200 miles are p u t down for the development of 
the coal industry. T he rem aining lines are justified on grounds of opera
tional or industrial necessity or of urgency on other grounds. T he most 
rem arkable feature of the Plan is the decrease in the foreign exchange 
requirem ents from Rs. 320 crore under the Second Plan to Rs. 130 crore 
u nder the T h ird  Plan, brought about by increasing self-sufficiency in 
regard  to railway m aterials and equipm ent. As regards passenger traffic 
the investment provides tor only a 3 per cent increase per annum . I t is 
frankly recognised that at this rate there is no early prospect of condi
tions of overcrowding being effectively relieved.

A s to Roads, the N agpur targets have been exceeded already in regard 
to b o th  surfaced and unsurfaced roads. T he Chief Engineers’ Plan for 
1961—81 contemplates the construction of a network which will bring 
all villages in developed and agricultural areas w ithin four miles of a 
m etalled road and 1.5 miles of any road. T he investment proposed for 
the T h ird  Plan is, however, the same as for the Second Plan, namely, 
Rs. 2.50 crore.

R'oad transport must be developed so that it makes effective use of the 
roads.. W hat is proposed in the D raft P lan relates only to the nationalised 
transport with the public sector. T h e  outlay is Rs. 18 crore on 5,000 

' vehicles. Expansion of commercial transport will be largely dependent 
on the  domestic m anufacturing capacity.

T u rn in g  to shipping, inland water transport, ports and lighthouses 
+he provision proposed is Rs. 152 crore. T he gross registered tonnage 
p lanned to be added is only 200,000 as against 1,080,000 (overseas) and
340,000 (coastal), recommended by the N ational Shipping Board. It is 
not necessary to take up the rem aining items of lesser outlays.

Hiow do these figures accord with the considerations set forth earlier? 
T he Planning Commission has taken the genetic approach in regard to 

I the Railways. An attem pt has been m ade to evaluate such additions in 
the tionnage over the traffic expected in  1960-61 as can be ascribed to 
increased production under agricultural, m ineral and m anufacturing 
industries. These are, however, only the immediate determ inants and not 
the final determinants. As regards road transport, inland waterways and 
coastwise shipping quantitative estimation of the probable traffic has not 
been given. T he comparatively smaller volume of traffic involved may 
perha ps be an explanation in regard to inland waterways and coastwise 

'sh ipp ing . Road transport surely does not fall in this category. There 
is also no indication of the volume of transportation during 1961-62 to
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1965-66 in terms of ton mileage that m ight be handled by railways, roads 
and other forms of transport.

T he other aspects, such as the m ultiplier effect and the possible shift 
of emphasis in inter-agency proportions of commodity traffic, clo not appeal 
to have been taken into account in the estimates worked out for the trend 
of transportation during the T h ird  Plan. These are factors of crucial 
importance, and omission to include them in the calculations may lead 
to quite serious errors of judgment.

T he proportion of the contem plated investment on trans{>ort and 
communications to the total in an underdeveloped economy tends to be 
rather more than 25 per cent. T he investment pro|3osed in the T h ird  
Plan works out to about 16 per cent. In  spite of the increase in  the total 
investment under the T h ird  Plan, the am ount proposed for the roads is 
about the same as in the Second Plan, namely, Rs. 250 crore, which is less 
than 20 per cent of the figure of quinquennial average expenditure of 
Rs. 1,500 crore according to the Chie£ Engineers’ calculations for the 
1961—81 Road Plan for the country.

T h e  principal reason for the special emphasis on transportation is 
the fact that resources devoted to im proving transport facilities help  t»  
increase output many times the initial cost. T h e  immediate effect may 
seem to be to detract from the total ou tput, bu t it is the principal m eans 
of creating a larger ou tput than before. T h e  role of transportation in  the 
United States and Canada provides striking examples of its im portance 
in connection with the economic strategy to be applied by u nder
developed countries. It is not unusual to underrate transport require 
ments of investment in the initial stage. T h e  existence of a reserve capa 
city which all forms of transport m aintain to meet such exigencies as peak 
loads, emergency demands, etc., may for a time encourage the presum p
tion that railways, roads, and other agencies will somehow manage to 
meet the increasing demands. But when the reserve capacity is used up, 
there is no escape from a crisis in transport. Backlogs of unshipped 
freight begin to pile up and bottlenecks develop in ominous frequency. 
A situation of precisely this character developed in the USSR during  
1928—33, often referred to as the Uzkoe Mestoe period : "T he backlog of 
unshipped freight grew sharply. Mines, steel works, light industry plants 
and food enterprises became choked up with unshipped output. T h e  
railroads could not even deal with shipments of rails, fastenings and  pipe, 
the needs of transport itself.” T his was in 1933. O n January 1, 1934, 
the backlog of unshipped freight m ounted to 1,338,000 wagons or 20 
million tons. T h e  delay in the development of transportation was ofii- 
cially recognised to be a threat to the carrying out of the industrialisation 
of the country and to the effectiveness of national defence itself. Curiously 
enough, the familiar plea for raising capacity through improved working 
was also raised. But a crisis had to come to prove that there is no  short 
cut to investment in providing substantial augm entation of capacity which 
alone can cope with steeply increasing volume of traffic to be carried.

T his,'o f course, does not preclude efforts to increase capacity by greater 
efficiency. Surely, the average speeds of goods trains on our Railways
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need to be increased as (juickly as possible. Even a return to the speeds 
m aintained ten years ago will mean an enormous saving in equipm ent and 
gain in  transport output. A determ ined effort to remove such deficiencies 
as these will surely pay good dividends. T here is, again, under-utilisation 
of o u r  roads, because of m ultiple jurisdiction in inter-State transport and 
delays in  the improvement of the standard of the roads. These, to be pu t 
right, call for greater investment under transport.

ju d g ed  from any angle, the conclusion is inescapable that the bases 
of cu rren t thinking on the planning of transport requirem ents have to 
be re-vised. It is to be appreciated that transport has to be developed and 
the facilities to be made available before the activities connected witJi 
actual production can begin to function. It is this characteristic of 
sequence of tim ing that gives transport the priority and the illusion that 
it takes too large a slice of the total investment. From what has been 
<liscussed earlier a percentage of 20 in the total investment is a modest 
figure to start with and the provision proposed for road transport, in land 
waterways and shipping may have to be substantially raised. T h e  possi
bility that even this proportion may have to be raised should be kept 
in view. T o  expect a crisis to provide the persuasion to take necessary 
steps for the augm entation of transport capacity will be to pay too heavy 
a price which the experience of other countries should teach us to avoid.
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Approach to Small Industries

DR. K. s. KRISHNASWAMY

I N defining small-scale industries. Government have specified only a 
maximum for the value of land, buildings, plant and equipm ent 
owned or used by an undertaking. I t is, therefore, possible to include 

the household and hand industries existing in the villages also in  the 
category of small industries. But we shall for the most part be con
cerned here only with the narrower class of factory-type units which have 
affinities with the large-scale industrial ra ther than the agricultural 
sector. T here are, to be sure, certain features and problems common 
to these industries and what may strictly be term ed village or cottage 
industries—such as the predominance of proprietary concerns, depend
ence on moneylenders and traders for finance, prevalence of inelficient 
techniques of production, lack of suitable m arketing facilities and  so 
forth. Nonetheless, there are strong arguments for treating them  as 
separate categories.

Briefly, small industries have the potential to develop into a suitable 
instrum ent for dispersal of economic power and activity. They already 
compete with large-scale industries for trained labour, scarce raw m ate
rials, finance and foreign exchange on the national markets. Even more 
importantly, they are beginning to adopt techniques and attitudes that 
could enable them to grow in size and operational efficiency as the 
domestic m arket becomes larger and more diversified. Village industries, 
on the other hand, bear no such promise because their range is lim ited 
and they are likely to suffer rather than benefit from the transform ation 
of numerous local markets into a vast national one. T heir case rests 
largely on the relief they provide to the ru ral unemployed or u n d er
employed during the transitional phases of economic development. T his 
is certainly not an unim portant m atter; nor is it disputed that this way 
of providing relief may, in special cases, add to the social net product. 
But they cannot m aintain their present characteristics and yet countervail 
the economic power of large-scale industry. T hey  cannot do so for the 
reason that the techniques appropriate to a household and hand industry 
offer only a lim ited scope for increases in the productivity and rewards 
of labour; and this can, if at all, be remedied only by the transmogrifi
cation of village industries into modernised small-scale industries.

From the point of view of economic strategy, therefore, the small 
industries programme should receive greater attention than the pro
grammes for rehabilitation of village industries. T his is in fact possible 
because Government have separate organisations for the form ulation and 
im plem entation of policies appropriate to small-scale industries and  vil
lage industries. T h e  latter are entrusted to the care of statutory boards 
like the All-India Handloom  Board, the Khadi and Village Industries



Commission, All-India H andicrafts Board, Coir Board etc. T he pro
gram m e for small-scale industries, on the other hand, is the responsibility 
of th e  Small-Scale Industries Board, together with the office of the Deve
lopm ent Commissioner for Small-Scale Industries at the Centre, the Direc
tors o f Industries in  the States and the N ational Small Industries Corpo
ra tion  Ltd. For working purposes, therefore, we can take the industries 
falling w ithin the jurisdiction of the Small-Scale Industries Board as small- 
scale industries in the strict sense.
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I

I n  terms of the outlays involved, the T h ird  Plan programmes for 
small-scale and village industries are far from impressive. T h eir share 
in th e  anticipated investment outlay of Rs. 10,200 crore amounts to no 
more than Rs. 435 crore, or about 4 per cent. Again, of the projected 
public  outlay of Rs. 7,250 crore, that on village and small-scale indus
tries is estimated at only Rs. 250 crore or less than 3.5 per cent. These 
are m agnitudes that could well be w ithin the m argin of error to which 
the aggregates may be subject, and one m ight consequently take the 
view tha t they figure in plari allocations largely for reasons of neatness 
in presentation. Such a view would, however, be misleading; for the 
small industries programme constitutes an integral part of the total stra
tegy an d  is conceived as an im portant means of achieving two of the 
m ajor objectives of the Plan—viz., substantial expansion in employment 
opportunities and a more even distribution of incomes as well as of 
economic power.

T h is  conception of the role of small industries is not just the outcome 
of a preference for smallness perse in  industrial organisation. I t derives 
as m uch, if not more, from the surfeit of manpower alongside of scarcity 
of th e  o ther means of production in the country. Given the imbalance 
in  factor-endowments, and given the large demands of basic industries 
and  utilities for capital resources, many conversion and consumer-goods 
industries have necessarily to resort to more or less labour-intensive 
m ethods of production. Since the presum ption is that small-scale indus
trial units require relatively less capital per un it of labour employed, 
encouragem ent of such units becomes almost a natural complement to the 
program m e of building up  a complex of capital-intensive industries. T his 
is in  fact the core of the argum ent for small-scale industries in the T h ird  
Plan, as it was in the Second Plan. W hen it is tu rned  around, so that 
greater employment of labour ra ther than  smaller use of capital is stres
sed, its  appeal is greatly enhanced. And the decentralisation effect adds 
an ideological flavour to it.

O ne has, however, to guard against overstating this position, as some 
advocates of village and small industries are apt to do. T here can be no 
question about the need for expanding employment opportunities in 
India, and the Five Year Plans have rightly treated this as one of their 
main objectives. In  the pursuit of this objective, there arises a problem 
of choice between immediate and fu ture benefits. I t  is not always true 
that a policy which gives the highest volume of employment today also
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yields results in tlie shape of a faster growth in employment o p p o rtu n i
ties in the future. T his is because after a certain point, substitu tion of 
labour for capital fails to yield a net investible surplus to society, even 
at a relatively low level of wages. W ithout such a surplus, fu ture employ
m ent will suffer on account of an inadequate increase in the supply of 
capital and other productive resources. Just as a relative scarcity ot 
capital in the present constitutes an argum ent in favour of labour-inten
sive methods of production, the need for a rapid increase in it neces
sitates a careful balancing of large employment with the over-all protUit- 
tive efficiency of labour. Experience has shown that such additions to 
employment as have been brought about in the field of village industries 
have not, despite low wages, resulted in conditions favourable to cum u
lative growth in the opportunities for enduring employment in that sector 
o r  elsewhere. They have not done so because the productivity of labour 
in these industries is too low to perm it the emergence of a surjjlus over the 
wages paid. Indeed in  respect of many village industries, even these 
wages have had to be supported by a variety of subsidies.

We shall re turn  to this question of subsidisation of employment later. 
We m ight merely note here that such subsidisation could be justified if 
it is in  the nature of protection to a genuine “infant industry", or if it 
is explicitly preferred as a means of social amelioration. In  either case, 
its raison d'etre lies somewhat paradoxically in its ceasing to be necessary 
after a period. As m entioned at the outset, small-scale industries have 
-apparently better chances than village industries of becoming efficient 
enough to dispense with, or minimise the need for, artificial supports. 
T h e  larger emphasis on small-scale industries in  the T h ird  Plan is perhaps 
attributable to an appreciation of this point.

T his is seen not only in the relative allocations but also in the o rien
tation of the policy for small industries. As may be seen from the table 
below, public outlay on small industries during  the T h ird  P lan period 
will be nearly twice that in the Second Plan, whereas the increases in 
respect of village industries, handicrafts etc. are of a much smaller 

•order.

PU BLIC O U T L A Y  O N  V IL L A G E  &  SM A L L -SC A L E  IN D U ST R IE S
(In Rs. crore)

Second
Plan

(antici
pated

expendi
ture)

Third
Plan

(tentative
alloca
tion)

Increase
(3 )-(2 )

1. Small-scale industries and industrial estates .. 56-3 107-0 50-7
2. Handlooms &  powerlooms in the handloom sector 32-1 3 6 0 3-9
3. Khadi, Ambar Khadi and village industries , . 80-5 89-0 8-5
4. Handicrafts ................................................................ 5-3 8-0 2-7
5. Sericulture ................................................................ 3-8 7-0 3-2
6. Coir in d u s t r y ................................................................ 2-0 3 0 1 0

T o t a l  . . "l80-0 250-0 70 0



T h is  is further underlined by the indications in  the Draft O utline regard
ing the nature of the policy to be followed in  each case. T h e  m ain 
emphasis in the case of village industries will be an intensification of 
effort in  selected areas and co-ordination. In  respect of small industries, 
on th e  other hand, the stress is prim arily on the expansion of facilities 
and the development of units ancillary to large-scale industry. T h e  
significance of this difference in  emphasis becomes clearer when we look 
a t the  existing policy for small industries and the trends in it.

I I

T h e  policy for small-scale industries is in  principle directed towards 
strengthening the competitive position of such industries vis-a-vis the 
large-scale units in the same or related lines of activity. A variety of 
measures have been adopted for this purpose, some of which aim at 
help ing  the small m anufacturer in  selling his products, while others seek 
to a id  him  in raising standards of productive efficiency and bringing down 
costs of production. All these measures are based on the premise that 
given certain preconditions, small-scale units can be socially more benefi
cial than  large-scale units. They are, that is to say, believed to be 
capable of providing large employment w ithout at the same time reducing 
the quantity or quality of output. W hether this is in  fact the case is a 
m atter which we shall consider briefly later. Before doing so, it is neces
sary to elucidate the m ain lines of Governm ent policy. These relate to 
(a) m arketing of product (b) supply of raw m aterials and essential facili
ties (c) improvement of production techniques and training of personnel 
and (d) provision of adequate and cheap credit.

F irst the marketing facilities. M uch the most direct step taken in  this 
rega id  is the preference accorded to small-industry products in Govern
m en t purchases. Certain items are reserved for procurem ent from small- 
scale units only; and in  certain other cases, small industries are accorded 
a p rice  preferential up  to a m axim um  of 15 per cent. Orders from 
Governm ent departm ents and purchasing agencies are procured for small- 
scale industries by the National Small Industries Corporation (N.S.I.C.). 
T he N.S.I.C. also tries to induce the larger firms supplying Governm ent 
to purchase the components and spare-parts needed by them from small- 
scale manufacturers. These measures are sought to be buttressed by 
levyiing additional excises and cesses on large producers and by laying 
dow n separate targets of production for large-scale and small-scale units 
in  certain  fields—e.g. cotton textiles, agricultural implements, sewing 
m achines, storage batteries and bicycles. T h e  T h ird  Plan O utline has 
recom m ended the adoption of this principle over a wider field, and 
strengthening it by prom oting the developm ent of units ancillary to large- 
scale establishments in both the public and private sectors. Besides these, 
efforts are also being made to facilitate exports of small industry products 
and to popularise them domestically through propaganda and the setting
up o f  sales organisations.

T h ese  protectionist measures cannot obviously continue indefinitely 
w ith o u t imposing a considerable burden on the community and raising.
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in  effect, the capital used by the small industries. They have to be 
viewed essentially as a means to creating a climate in  which the small- 
scale units can reorganise and gain the strength to stand on their own 
feet. T his they will not be able to do if as buyers of factors of produc
tion and as m anufacturers, they rem ain as at present in  an inferior 
position. Recognising this. Government have sought to assist the small 
industries sector in  obtaining the raw m aterials, capital equipm ent, 
essential services and finance needed by them . On the raw materials side, 
depots have been established and the procedure for obtaining permits 
etc. has been simplified. A scheme for the supply of machinery on a 
hire-purchase basis is operated by the N.S.I.C. T o  remove the disabilities 
of small units in the m atter of procuring sites, electric power, trans
port, water supply etc. a policy of developing industrial estates has been 
adopted. T he num ber of such estates is to increase from about 60 at the 
end of the Second Plan period to nearly 360 by 1965-66.

A th ird  aspect of Government policy is the provision of technical 
assistance and advice through the Small Industries Service Institutes, p ub 
lication of brochures and reports on production possibilities and estab
lishment of training centres. Small Industries Service Institutes have now 
been established in  all the States, and a num ber of extension centres 
will come into being in  the T h ird  Plan period. Besides acting as techni
cal counsellors, the Service Institutes undertake economic surveys of 
new industries or expansion of existing ones.

Finally, a num ber of measures have been, or are being taken to en
large the supply of credit and bring down its cost to the small producer. 
Direct loans on a long-term basis and at low rates of interest are given 
by the State Governments under the State Aid to Industries Acts. T here 
are also the State Financial Corporations offering mortgage loans for 
fixed investment purposes. Only recently. Government have introduced 
a  scheme for guaranteeing loans to small industries, with a view to in 
ducing organised credit institution to enlarge their lending to the small 
producers. T his is in  addition to the guarantees afforded by the N.S.I.C. 
and State Governments in  respect of advances granted by banks and State 
Financial Corporations. Besides all these, Governm ent have also decided 
to provide to a lim ited extent the equity capital required by small-scale 
enterprises.

T his is indeed an impressive array of facilities. And on paper at any 
ra te it is a logically compact one. But in  actual practice, the stimulus 
of these facilities has been lim ited for one reason or another. T h e  
benefits of Government purchase policy, for instance, have been con
siderably reduced by the inordinate delay in  payment against supply bills. 
O n the financial side, cumbersome procedures and rigorous security 
requirem ents have outweighed the attractions of a lower rate of interest. 
And with the lim ited staff available to  them, the Small Industries Serv'ice 
Institutes have barely scratched the surface of the technical problems. 
Possibly, with better organisation and greater experience, these short
comings m ight be overcome and this is clearly the anticipation in  the 
D raft Outline. But the problem  is not ju st an administrative one. I t
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conicerns the much deeper questions o£ the appropriateness of the stimuli 
and  the social ordering of objectives.

I l l

If capital was not so scarce nor labour so abundant in India, then 
the case for small industries would have had to rest solely on the 
argum ents of diseconomies of size and decentralisation. Both these 
w ould become operative at a point at which largeness of size affected, in 
the community’s view, the efficient use of available productive resources. 
In  such circumstances, the objective of securing m aximum employment 
w ould not be distinguishable from the objective of securing maximum 
ou tpu t. Since things are in fact different, provision of gainful employ
m ent becomes in India a distinct objective and has been treated so in the 
Five Year Plans.

So far so good. But between this position and the approach to small 
industries that obtains in the T h ird  Plan, there is a hiatus. T here is no 
question but that small industries ought to be preferred if they provided 
larger employment at reasonable wages w ithout using more capital 
th an  large-scale units to provide the same streams of outputs. T he 
difficulty arises when small industries are labour-using but not capital 
saving; or when they yield an equivalent net surplus only by raising 
the price paid by consumers. I t would then m ean that the employment 
provided by small industries is not all a net addition to the total, since 
in th e  process of achieving it, certain o ther possible outputs have been 
sacrificed. Even so, society might be justified in choosing this form of 
creating employment if one condition is satisfied—that such sacrifices en
sure a much higher level of continuing employment in  later periods. And 
all things taken into account the fulfilment of this condition depends upon 
small industries becoming inherently capable not only of surviving the 
com petition of their large-scale counterparts bu t also of growing in the 
face of it.

R ecent studies of small industries in Ind ia  show that costs of pro
duction  in  such industries are high for two separable bu t interconnected 
reasons. In the first place, the techniques they use are such that, allow
ing for defections in  quality and wastage, there is no effective substitu
tio n  of manpower for capital. Q uite often, they need more labour and 
m ore capital per un it of output. Secondly, their relatively weak posi
tion  as buyers nullifies the advantages they m ight derive from lower over
head  costs. T his is, in a sense, not due to  something internal to each 
u n it b u t derived from the m ilieu in which they operate. Viewed thus, 
the m ore relevant part of Government policy is that relating to improv
ing the technical efficiency and organisation environm ent of small indus
tries. Should the measures adopted for this purpose prove effective, the 
resu lt will be a reduction in  the production costs of small enterprises, 
and a corresponding strengthening of their competitive position. T h e  
discrim inatory benefits conferred on them  in  regard to m arketing and so 
fo rth  need then be no more than w hat is required  for temporary relief in
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special cases. In  point of fact, the insulation of the domestic m aik e t 
as a result of im port restrictions and the rapid growth of a com plex of 
large industries have already created a big and diversified market for the 
products of small-scale industries. T here is little doubt that this will 
continue for many years and against this background, reservation of nnar- 
kets and subsidisation of production or prices are, in general, unnecessary. 
Indeed, they even tend to be self-defeating inasmuch as they reduce the 
pressure on small units for adoption of cost-reducing techniques and 
methods of operation.

It is, therefore, im portant th a t in the T h ird  Plan period, the 
emphasis in Government policy should shift from demarcation of spheres 
of production and preferential prices to technical assistance, standarcdisa- 
tion of quality, encouragement of institutional supply of finance, p rov i
sion of market inform ation etc. T h e  objective in all this should b>e to 
encourage small industries to grow ou t of their smallness, physically and 
attitudinally. I t  will be necessary for this purpose to limit, on the one 
liand, the protectionist measures to specified periods; and to extend, on 
the other hand, the technical and  advisory facilities to units of increas
ingly larger size. W ithout such adjustments, the policy for small in d u s
tries will scarcely be able to m ake the contributions to economic and 
social betterm ent expected of it.
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T
s. BHOOTHALINGAM

^ HE keynote of the T h ird  Five Year P lan is the building up of basic 
industries for m anufacturing capital goods and producer goods, 
which alone can sustain a program me of rap id  industrialisation. 

T h e  iron and steel industry is one among the most im portant of these 
basic industries. T he O utline of the Plan, therefore, includes provision 
for fu rth e r heavy investments for a substantial, if not spectacular, increase 
in  steel production.

A t the end o i the F iist P lan period, Ind ia’s steel production was only 
a little  over a million tons of finished steel. T his was entirely inadequate 
to m eet even current demands, not to m ention the rapid  increase in 
dem ands which have been created by the all-round development of the 
country  envisaged in the Second Plan. T h e  target for the Second Plan, 
therefore, was fixed to achieve a production of 6 million tons of ingot 
steel to be rolled into about 4.5 m illion tons of finished steel. T his target 
was planned to be achieved by the expansion of the two existing steel 
p lan ts  in the private sector and by the setting up  in the public sector 
of tJiree integrated steel plants each w ith a capacity of one m illion tons 
of ingo t steel. T h e  expansions planned in  the works at Jam shedpur and 
Burmpur have been completed. Considerable progress has been achieved 
in th e  construction of the three new steel plants and many units have 
been commissioned and it is expected that by the end of the Second Plan 
period  the three new steel plants at Rourkela, Bhilai and D urgapur would 
be com pleted in  all respects. W hile the planning for these three steel 
planits was being done, it was realised that it was only a beginning and 
that a much larger expansion of the industry would be required in fu ture 
to m eet the needs of various industries that would be coming up  in  the 
country’s onward march towards industrialisation and prosperity. In  the 
lay-oiut of these steel plants, therefore, provision was made for consider
able expansion and in  many units surplus capacities were built in.

I t  is against this background that we are entering the T h ird  Five 
Year Plan. T he target of production of steel, like that of any other 
commodity, has to be related to the demand. T h e  demand for steel will 
depend to a large extent on the realisation of the programmes of develop- 
menit of industries, transport, power and agriculture. I t has been esti
m ated that the requirem ents of steel at the end of the T h ird  Plan will 
be, in  all, a little over 7 million tons of finished steel. T h e  N ational 
Council of Applied Economic Research also went into this question and 
has come to the same conclusion. O n the average, one ton of steel ingots 
will result in three quarters of a ton of finished steel products. Capacity, 
therefore, has to be set up for an ingot production of a little over 10 
m illion tons of steel. T h is is for m ild steel. In  addition, production of
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200,000 tons of alloy and special steels has also to be achieved. For th e  
fast growing foundry industry in  the country we shall require 1.5 milliion 
tons of pig iron.

For the establishment of the additional capacity for 4 m illion tons of 
ingot steel in the T h ird  Five Year Plan, it is obvious that we must in 
the first instance look to  the expansion of the newly established stieel 
plants. T h e  steel plants in  R ourkela, Bhilai and D urgapur have to be 
expanded to their economic balanced output. Advantage has to be taken  
of the heavy investment already made and the nucleus already establish
ed. Economy in expansion m ainly comes out of capacity already b u ilt 
in  and also out of savings in provision of additional transport facilitties 
and savings in higher m anagerial personnel. Steel however, is a com 
modity which, before it can be used, has to be finished into various 
shapes and sizes. T h e  dem and has to be met in these final finished p>ro- 
ducts. No steel p lant can economically produce all the categories tihat 
are  required. T h e  Rourkela steel project has been designed to prodiuce 
flat products; Bhilai has been designed to produce mainly rails and he;avy 
m erchant sections; and D urgapur has been designed to produce m edium  
and light merchant sections. In  planning the expansions, these brroad 
patterns have to be followed. T hus planning for steel expansion has 
had  to be done w ithin the framework of the demand for various ca te
gories of steel and what could be produced at each of the expanded stteel 
plants most economically. Broadly, the intention is to expand the Bhiilai, 
D urgapur and Rourkela steel plants to an ingot capacity of 2.5 milliion, 
1.6 m illion and 1.8 million tons respectively. In  addition, the Mysore 
Iron  and Steel Works are also planned to be expanded to produce 0.1 
m illion tons of steel ingots. T h is  will come to 3 m illion tons. For the 
balance of one million tons, a new integrated steel works at Bokano is 
to  be set up. One of the im portant considerations in  deciding upon the 
setting up of a new p lan t at Bokaro has been that a nucleus has to> be 
created for further expansion in  the Fourth Plan. T h e  new plant will 
be designed in such a m anner as to be capable of considerable ex p an 
sion later. I t will produce essentially flat products like plates and sheets.

We also expect an expansion of production of the scrap based steel 
billets in  electric furnaces. These electric furnaces are expected to yield 
at the end of the T h ird  Plan about 200,000 tons of steel annually.

At the end of the Plan it is expected that Bhilai and D urgapur will 
have 0.3 million tons each of free pig iron for sale. Bokaro will give 
another 0.35 million tons. T h e  low-shaft blast furnaces are also expercted 
to give about 200,000 tons of pig iron a year. T h e  balance to meet the 
dem and of 1.5 m illion tons of pig iron will come from the existing p ri
vate sector steel plants and a new pig iron plant based on low-shaft Iblast 
furnace technique at Neyveli. T h e  p lan t will be designed to use Ne'yveli 
lignite and Salem ore.

T he target for alloy, tool and  special steels has been set at 200,000 
tons. O ut of this, 133,000 tons are expected to be produced in the pniblic 
sector and up to 70,000 tons per year in the private sector. Ordmance 
factories are also expected to produce about 50,000 tons of this type of
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sp ccia l Steel. T h e  rest o f  the prod uction  o f alloy  and special steels has 
b een  p lanned in  a new  plant, w ork on  w hich  is expected  to be com m enced  
shortly.

N ot all the steel produced in the integrated steel works will be finished 
there. T here is a large re-rolling industry in the country whose raw 
m ateria l is mainly billets produced in  the large integrated steel works. 
In  the T h ird  Plan it is proposed to utilise the capacity in  the re-rolling 
m ills to a large extent and it is being planned that about a m illion tons 
of steel billets will be made available to them from the integrated steel 
works which, together with the billets produced in electric furnaces, will 
giv« the industry enough to work on two shifts. At present the re-rollers 
generally produce bars and rods. But it is expected that with the deve
lopm ent of steel industry the re-rolling industry in India as in other 
countries will gradually concentrate more and more on meeting the needi 
of special items.

For a production of 10 m illion tons of steel ingots about 20 m illion 
toms of iron ore, 23 ipillion tons of m etallurgical coal, about 5 million 
tons of limestone and large quantities of various other raw materials will 
be required. T h e  mechanised mines at Barsua and R ajhara will be suit
ably expanded to meet the iron ore demands of Rourkela and Bhilai. 
For additional requirem ents of D urgapur and Bokaro, iron ore will 
have to be supplied from the K iriburu area. For meeting the needs of 
cok-ing coal it is proposed to establish more washeries and make all the 
efforts possible to increase the raisings of suitable coals in  the different 
coalfields.

T he experience gained in  the establishment of the three new steel plants 
so far in the Plans will be utilised to the m aximum extent in  the 
construction of plants during the T h ird  Plan. T h e  Central Designs 
O rganisation of H industan Steel has already taken in hand the work of 
designing the expansion of the R ourkela Steel Plant. Foreign help in  
designing will be obtained only where it will be absolutely necessary. 
T h «  problem  of technical personnel for operation is also not likely to be 
as difficult as in the Second Plan.

Even the production of 10 m illion tons at the end of T h ird  Plan is 
no t much when compared w ith the steel production in the industrially 
advanced countries of the world. I t  is the barest m inim um  required tO' 
ach.ieve the industrialisation planned for in  the T h ird  Plan. For a further 
developm ent in fu ture Plans m uch m ore will have to be produced and 
mamy more steel works will have to be set up.

STEEL IN  THE THIRD PLAN 175



Power Output

B A LW A N T SINGH NAG

’■ I  ■’H E economic progress of the people in  any country is intimately 
I tied up w ith the production and utilisation of energy, particularly 

that of electricity. P lanning for electricity constitutes therefore a 
very im portant part of economic planning. I t should be the aim to pro
vide adequate power at reasonable rates and extend power facilities to as 
wide an area as possible.

Despite the fact that our hydro-electric potential is of the order of 
40 m illion kW and our known reserves of coal are about 40,000 million 
tons, power development has been very slow until the beginning of the 
First Plan. Before the Second W orld W ar, mos* of the power develop
m ent was centred on a few cities. Although there was widespread demand 
for power during the war and immediately thereafter, development re
m ained stifled because of the en tire  dependence on imports for all the elec
trical and other equipm ent. Between 1947 and the beginning of the 
First Plan only about 400,000 kW  of power capacity was added.

In  the First P lan considerable importance was attached to the rural 
sector and a large portion of the outlay was directed to works relating to 
agricultural development. At the same time it laid the foundation for a 
balanced development of the different sectors of economy. During 1951-56 
the installed power generating capacity increased from 2.3 to 3.4 million 
kW.

R apid development of basic and heavy industries was one of the main 
objectives of the Second Plan. Consequently considerable im portance 
was attached to the expansion of ancillary facilities like power supply, 
transport and mining. Also experience in the past had proved that the 
dem and for power in all parts of the country was outstripping generation. 
T he programme in the Second Plan under power, therefore, provided for 
raising the installed capacity to 6.9 m illion kW. Almost in the beginning 
of the Plan period the power development programme received a setback 
on account of the foreign exchange difficulties. We had to depend on 
foreign imports for almost all types of heavy electrical equipment. Also 
some delays have occurred for various reasons in the completion of some 
o f the m ajor projects. T hus it is expected that a capacity of 5.8 m illion 
kW  would be reached by the end  of the Second Plan.

T h e  pace of industrialisation would be further accelerated in  the 
T h ird  Plan when the facilities created in the Second Plan like the steel 
and other plants would come in to  full beneficial use. Such development 
would call for larger generation of electrical power. Also the needs of 
o ther sectors like transport have been showing a steady increase. Three- 
fourths of the power generated goes for industrial purposes and any



fu tu re  programme of augm entation of power has therefore to take note of 
the programmes under industry and transport. T hus it has been esti
m ated that an installed generating capacity of 11.8 m illion kW  would be 
required  by the end of the T h ird  Plan.

Developments in technology perm it a large num ber of alternative 
m eans of generating electricity such as hydro-power, coal, lignite, diesel oil, 
nuclear reactors etc. Hydro-electric power and coal have been the main 
sources of electricity development in India so far. Harnessing of the 
w ater potential has been rather slow as it entails a long construction 
period and large capital outlay. By the end of the Second Plan only 
ab o u t 2 million kW of hydro-electric capacity would have been commis
sioned which represents only 5 per cent of the total potential. Hydro
electric generation is the cheapest m ethod of generation, as no fuel is 
req uired. However, large quantities of low-grade coal which cannot be 
used by industry or transport, become available at collieries and coal 
was;heries. T h e  on\y economical use for sud i coal is in large coa\-&red 
therm al power stations located near the collieries or washeries. Also, 
In d ia  possesses the world’s richest source of thorium , and new uranium  
deposits have been located in the country. T h e  last decade has seen 
rap id  development in nuclear power technology, and in  the foreseeable 
futmre, nuclear reaction is expected to become a m ajor source of electric 
power. A careful choice has to be made in the selection of projects and 
operating them in an integrated m anner for achieving optim um  results. 
Some of the im portant considerations in this respect are; the capital cost 
p e r kilowatt of installed capacity, the foreign exchange component, the 
cosit per kilowatt-hour generated, the construction period, stimulus to the 
developm ent of new technology etc.

A beginning is proposed to be made in  atomic power generation by 
setting up, in the first instance, plants for generating 300 MW during 
th e  T h ird  Plan. A part from the generation of power, an im portant 
objjective of the atomic power programme is to build  up technological 
ta len t and training facilities so as to be ready to take up larger pro
grammes in this field later.

Electricity supply requires greater outlays of capital than most m ajor 
industries. In the context of scarce resources available for development 
in India, the maximum utilisation of the installed generating capacity 
has become a m atter of the utmost significance. Efforts will be made in  
th e  T h ird  Plan to maximise production with m inim um  outlay in the 
electricity supply industry.

T h e  total outlay on power during  the First Five Year Plan was of the 
o rd e r of Rs. 260 crore in the public sector and Rs. 32 crore in the private 
sector. T he corresponding figures in the Second Plan are estimated at 
Rs.. 410 crore and Rs. 37 crore respectively. In addition to the investment 
of Rs. 410 crore, about Rs. 50 crore have been invested outside the Plan 
by the Damodar Valley Corporation and certain State Electricity Boards 
from  their own resources. Industrial establishments providing their own 
pow er accounted for an additional outlay of about Rs. 10 crore in the
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First Plan period and Rs. 28 crore during th e  Second Plan. T h e  T h ird  
Plan envisages an outlay of Rs. 975 crore fo r power, of which Rs. 925 
crore will be in the public sector and Rs. 50 crore in  the private sector. 
T h e  provision under the public sector includes Rs. 51 crore for an  atom ic 
power station and Rs. 24 crore for its ancillary works such as uraniium- 
m ining and plutonium  extraction plant.

W ith  the large m ajority of the population residing in rural areas no 
significant change in  economic growth can be achieved w ithout extendling 
electricity to them. Factors such as the long distances between individlual 
villages, low per capita consumption of power and the varying nature; of 
the demands contribute to make ru ral extensions comparatively uneco
nomic. T here is need for a carefully form ulated development programime 
for each area covering the activities in  different fields of developmient 
such as m inor irrigation, credit and service facilities for equipm ent, graod 
seeds and manure, village and small-scale industries, etc. so that ru ra l elec
trification contributes to increasing agricultural and industrial productiion. 
Steps taken in this direction sufficiently in advance of the im plem entation  
of the ru ral electrification schemes are bound to pay rich dividends. By 
the end of the Second Plan the total num ber of towns and villages e.lec- 
trified in  the country will be about 19,000 as against 7,400 at the endl of 
the First Plan. T h e  T h ird  Plan provides for electrification of fu r th e r
15,000 villages and towns.
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V. KALYANASUNDARAM

Coal in the Plans

Am o n g  sources of energy, coal occupies an im portant position 
notw ithstanding the rapidly expanding use of petroleum, na tu 
ra l gas and water-power. T his is due to its abundance and the 

ease w ith  which it can be handled. An additional reason for its im por
tance is that it is the raw material for the iron and steel industry as well 
as a  variety of chemical manufactures. W ith  the rapid growth of the 
iro n  and  steel industry and expansion of production of organic chemi
cals., Coal has continued to be King despite com petition from the alter
native sources of energy m entioned above.

•Quantitatively, our resources in  coal are quite considerable. Accord
ing to a recent estimate made by the Geological Survey of India, the 
reserves are placed at about 43,000 m illion tons, to which another 80,000 
m illion  tons may be added as inferred reserves. W ith  the exception of 
the alluvial plains of the Ganga and the m ountainous region in the 
no rth , coal in some form is found in  almost all the States of the Union, 
bu t the better qualities seem to be concentrated in the States of Bihar 
an d  W est Bengal, particularly in the R aniganj and Jharia  coalfields, 
whnch contribute the bulk of the production today in terms both of qua
lity and quantity. Judged by the quality, the position is not quite so 
gocxd. Reserves of good quality coal and  particularly those of m etallurgi
cal coal required for steel production are ra ther limited. T his calls for 
a very careful husbanding of the lim ited reserves.

T hough  organised coal m ining started as early as the second quarter 
of the last century, after more than  100 years, production had increased 
to (Only 32 million tons by 1950. I t  was only when the planned develop- 
memt of the country’s resources was in itiated  that production began to 
shoiw a positive increase. T h e  First Five Year P lan made a modest be
g inn ing  in  the expansion of the industrial base and this m eant an  in
crease in  the demand for coal by about 6 m illion tons. No special efforts 
w ere needed to step up production which increased from about 32 m il
lio n  tons in  1950 to about 38 m illion tons in  1955. T h e  m ain emphasis 
in  regard to coal during the First Plan was on survey and assessment of 
reserves and on measures for systematic development and conservation.

T h e  Second Five Year Plan w ith its accent on rap id  development of 
industries and particular emphasis on the expansion of steel production 
dem anded a very large increase in  coal production—22 m illion tons. T he 
increase was of a m agnitude which could not be effected w ithout opening 
new  mines and in pursuance of the Industrial Policy Resolution of April 
1956, the public sector entered the field of coal production in  a large 
way. O f the additional production of 22 m illion tons, the private sector 
wais allowed to raise 10 m illion tons from  their existing workings and



areas immediately contiguous, and the public sector was to raise an ad d i
tional 12 million tons mainly by establishing new mines. T h e  allocation 
of 12 million tons of additional production to the public sector caliled 
for a considerable effort; it involved prospecting and proving of coal 
reserves in practically virgin areas, preparing plans for their deveHop- 
m ent and building up  an organisation for the purpose. A great dea l 
of prospecting has been done in parts of B ihar and Madhya Pradesh a n d  
plans prepared for opening new mines. A num ber of new mines h;ave 
been opened in outlying coalfields and by the end of the Second Plam a 
potential will have been created for increasing production. T he targe t 
of production set for the existing public sector collieries has been miore 
than fulfilled. In  the case of the private sector where the additiomal 
production was to come mainly from the existing workings, the increase 
has been larger. Production from both the sectors is expected to reach 
a level of about 54 or 55 million tons by the end of the current P lan  
period, which will mean a shortfall of about 5 to 6 million tons in the 
target.

T h e  T h ird  Plan envisages a rapid building up of the heavy m achi
nery base and further expansion of steel production and the related an
cillary facilities like power and transport. O n the basis of the targets 
visualised for the coal-consuming industries in  the T h ird  Plan, the de
m and for coal by 1965-66 is expected to be of the order of 97 m illion  
tons and this will mean an increase of 37 m illion tons over the targe t 
set for the Second Plan. An increase of this order will call for miuch 
greater efforts than was needed during the Second Plan period. T h e  
m agnitude of the task involved can be more fully appreciated if the 
requirem ents gradewise are taken into consideration.

O n the basis of the targets visualised, production of coking coal re
quired  for the steel industry and of superior quality non-coking coal w ill 
require to be stepped up by anything up  to 11 and 10 m illion tons re s
pectively. These types of coal are restricted in their distribution an d  
are obtained mainly from the Raniganj and Jharia  coalfields, which are 
in the private sector. D uring the Second Plan, the increase in the p ro 
duction of coking coal was comparatively m arginal and the needs of 
essential consumers of this type of coal were to be met more by d iver
sion of supplies from non-essential consumers. T h e  requirem ents of 
coking coal during the T h ird  Plan will be so large as to require special 
steps to be taken to ensure their availability. W hile some additional 
production can be expected from existing workings, additional prodluc- 
tion of the order indicated will require expansion of facilities for stow
ing (to remove the coal locked up in the form of pillars to support !the 
roof) and the establishment of new mines in  virgin areas in  many of 
which the coal seams may occur a t greater depths and under difficult 
conditions, and this may mean a m uch larger capital investment per tton 
of production than in other cases.

T he distribution of the additional production between the public a n d  
private sectors has not been firmly decided. But it  has been tentativ'ely 
assumed that the private sector will raise 16 m illion tons and the p u b lic
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sector 19 million tons. T h e  distribution of the additional production 
fieldwise and gradewise is being worked out and a clear indication will 
be available before the P lan is finalised.

T h e  m ain problems in regard to coal are (a) the lim ited resources of 
coking coal and good quality non-coking coal, (b) the gradual deteriora
tion in quality and (c) the low output per man-shift as compared to other 
countries. T h e  problems posed by the limited reserves of coking coal 
and good-quality non-coking coal can, to some extent, be overcome by 
rational use of the lim ited supply available and the adoption of mea
sures that will reduce avoidable wastage. A ttention had been drawn by 
individual observers as well as by the Indian Coalfields Committee, 1920 
to the losses of coal occurring in the Jh aria  and Raniganj coalfields, and 
the first m ajor step to reduce this loss was taken in 1939 when the Coal 
Mines Safety (Stowing) Act was passed. In  1952 this was extended to 
cover stowing for conservation also. Enforcement of stowing and the 
prohibition o£ sectional working of seams contributed in  a large measure 
to reduce wastage in mining. Rationalisation of distribution was effected 
by the Collieries Control O rder prom ulgated during the war years under 
which directions were given to consumers regarding the grade of coal they 
could use and the areas from which they could draw their supplies. In  
the context of the rapidly increasing dem and for coal, further rationalisa
tion of distribution has become necessary and the Fuel Efficiency Com
m ittee of the Coal Council after taking into account the requirem ents of 
the individual consumer has laid down in broad terms the grade and size 
of coal that may be supplied to different consumers. T he development 
of outlying coalfields like K aranpura in  Bihar and Korba, Chirim iri etc. 
in  Madhya Pradesh and rationalisation of transport have reduced the 
pressure on Raniganj and Jharia  coalfields and have thus contributed to 
conserve the better quality coal.

Following the recommendations of the M etallurgical Coal Conserva
tion Committee the use of coking coal has been restricted to essential con
sumers only. As a further measure of conservation of coking coal, it has 
been decided that generally all coking coal should be washed and where 
feasible should be blended with semi-coking or non-coking coal. Before 
the commencement of the Second Plan a small beginning had been made 
in  the establishment of washeries. T w o of them have been set up, one 
a t Kargali and the other a t the D urgapur Steel Plant. T hree more will 
be set up  in the course of the next 2 or 3 years. T h e  T h ird  Plan pro
gramme for coal has made provision for a further increase in  washing 
capacity. W ashing enables the use of certain grades of coal, which may 
not otherwise be usable, in  the m anufacture of iron and steel. Besides 
washing, the life of the lim ited reserves of coking coal can be further 
extended by blending in  a definite proportion of strongly coking coal with 
weakly coking or non-coking coal. T h is  is being adopted in some measure 
now and will become more im portant in  future. A part from washing and 
blending which are designed to extend the life of the coking coal reserves, 
the possibility of using non-coking coal for the reduction of iron ore is also 
being investigated. A beginning has been made in  this direction.
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T h e deterioration in  quality is no t peculiar to India. T he only so lu 
tion to this will be the setting up  of coal preparation plants. Large sicale 
tests have to be conducted on the washability characteristics of non-coking 
coal from different coalfields and  the economics of washing them havee to 
be worked out. T his is being done.

T he output per man-shift in Ind ia has been very low and this is due 
largely to the methods adopted—mainly m anual labour. Except fo r  a 
few of the bigger companies there has not been any large scale mech;ani- 
sation in the m ining and haulage of coal. T h e  new mines in the public  
sector envisage a high degree of mechanisation and with the establishnaent 
of indigenous facilities for the fabrication of m ining machinery, the pace 
of mechanisation will increase and the ou tput per man-shift will rise.

Unlike other countries where coal as a source of energy has h a d  to 
face serious competition particularly from m ineral oil, in India the coal 
industry has been comparatively free from this competition. Domestic 
production of m ineral oil has been small, but with the establishmenit of 
new reserves in Assam and the prospects of additional reserves being  
established in W estern India, m ineral oil may be expected to come in to  
the picture in a fairly big way. Power stations based on nuclear energy 
are another competitor just coming into the picture today. However , in 
a rapidly expanding economy as ours, increased production of m inera l oil 
and  atomic power stations may not be expected to cause serious inroads 
in to  the domain of coal, at any ra te  in the next few years. These souirces 
may supplement ra ther than substitute coal as a source of energy ;and, 
coal may therefore be expected to continue to occupy an im portant posiltion 
in the energy m ap of the country.
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Education in Economic Plans

MRS. ALVA MYRDAL

r>'l' -1 HE sturdy structure of Ind ia’s T h ird  Five Year Plan is truly 
I impressive. T h e  very fact that targets can be raised so m uch 

higher and investments claim so m uch greater sums is a testimony 
to th e  success of the previous Plans. T h is is im portant to recall: "success” 
is never measured in  a point-for-point correlation between execution and 
targets, and “targets” are m eant to be nothing bu t intelligent guess-work 
in  o rder to stretch am bitions towards the future. Still less can, of course, 
success be measured in  the sums of money expended. Real success is to 
be m easured in  the solidity of the foundation laid  for further achieve
m ents. So the very doubling of the size of the P lan—m et as it is by 
practically nation-wide, and even international approval—is the most reli
ab le  sign that India has made substantial progress towards a self-generat
ing economy.

Education is the chapter at which I always look with the acutest 
inquisitiveness. This not just on account of any personal preoccupation 
w ith  education, b u t m uch more because, in  my previous sphere of acti
vity, i.e. social science, to which I  sometimes revert when leisure permits, 
I have come to realise the prim ary im portance of education for economic 
and social development. I t  is therefore particularly gratifying to learn 
of th e  advances now being made in  regard to education in  India. W hen 
the coverage of the age-groups 6—11 by prim ary education has risen from 
43 p e r cent to 60 per cent from the beginning of the First to the end of 
the Second Five Year Plan, it constitutes exactly tha t safe foundation of 
achievement which makes the target of 80 per cent coverage for the T h ird  

» P lan  realistic.
’ Still, such a target is not to be reached w ithout considerable efiEort and 

even sacrifice. T he challenge is a particularly stiff one because the age- 
groups to be covered themselves grow in  num ber. T h e  population 
increase in  India has to be dearly paid for. T h e  same sums which are 
now  to be allotted for prim ary education, Rs. 180 crore (as against Rs. 92 
crore, or only half in  the Second Plan) estimated to pay for some 50 
m illion  young pupils in  1965-66, would have sufficed for reaching a com
plete, hundred per cent schooling already in  the first years of this T h ird  
P lan  period, if the num ber of youngsters would only have rem ained the 
sam e as in  1950-51 (then the total num ber of children in  the age-group 
was only 45 million against 63 m illion forecasted for 1965-66). T h e  rather 
stupendous rate of population increase in  India, re-estimated by the 
P lanning Commission to be 2.14 per cent of the total population annually 
for the T h ird  Plan period or an increase of close to 6-7 m illion babies 
now  and 10-12 million annually at the end of the P lan period, thus forces 
the Indian economy to a very hard  race just to keep up  the educational



levels attained for the nation as a whole and puts it under a sewere 
handicap when trying to raise them.
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T h e importance of education for economic development can, howe;ver, 
hardly be overestimated. In  the world at large there is rather a tendency 
in  the opposite direction, namely for those thinking in financial te^rms 
to  underestim ate the strategic im portance and the real profitability/ of 
education. A glance at the history of economic development would, hiow- 
ever, convince anybody that countries which have purposely advamced 
their educational level, have also advanced economically, in  induistry 
and trade as well as in agriculture.

T here exists in the world of today a practically perfect correlattion 
between the education level and tlie economic level in the various co>un- 
tries. This is so even if the measurements are simplified and quantifiied: 
the correlation between literacy and national income is astonishingly fiirm. 
T h e  verdict will be the same even though not the statics bu t the dynamiics 
of a national situation are judged: rise of educational level and incrtease 
in  the rate of economic growth proceed together.

W hile this correlation is denied by nobody—in a way it is just anotther 
expression of the fact that some countries are all-round “advancecd”— 
many, not to say most, people draw from it a wrong or at least a wery 
one-sided conclusion, namely, that the richer a country becomes the 
m ore will it spend on education. According to this view, educatiom is 
prim arily a line of consumption, although a particularly laudable one..

I would not deny this very obvious connection bu t I would vent.ure 
to defend also a thesis in  the opposite direction : tha t advance in e;du- 
cation leads to economic growth. In  other w ords: investment in ediuca- 
tion as investment in the hum an resources is a pre-requisite for economic 
growth.

T h is thesis is easily exemplified by a comparative analysis of economic 
and educational history—a border field of social science which is, ailas, 
all too rarely cultivated. T h e  Scandinavian countries, Germany, UlSA, 
and now the Soviet U nion are telling examples of how a purposive dirive 
and  public enthusiasm for education has led to great strides of econoimic 
progress. T o  take just the case of my own country, Sweden; it can w ell 
be said that if there is any one secret behind our undeniable welft'are 
growth, it is that we got universal literacy, with compulsory primiary 
schooling, decades before we entered the phase of rap id  industrial deve
lopment. W hen in  1842 the law about compulsory schooling was pronnul- 
gated, it was a victory for the foresight of the political leaders of a pioor 
peasant society.

T h e  case of Denmark m ight be even more telling, as that counitry 
has practically no resources endowed by a generous nature, exceptt a 
fertile soil, bu t has understood how to build a very progressive econo)my 
on the one available resource; that of its hum an capital, made efficiient 
through a very thoroughgoing and very early emphasis on educatiion



(compulsory schooling from 1814 and universal literacy practically ever 
since). Also the great advance of USA in the last century and of USSR 
in this period bear eloquent testimony to the wisdom of this kind of 
gemerous investment in education.

T h e  main prerequisite, when the educational structure is judged 
fronn the point of view of economic development, is that it should have a 
very firm and a broad base, i.e. as quickly as possible attain  universal 
liteiracy, both by means of compulsory schooling and by adult literacy 
driwes. Aside from all other values of such a broad-based structure— 
instead of a narrow pyramid—it is the only guarantee that every citizen 
in  tihe country can be reached and communicated with, thus that change 
can be spread and felt by all, and thus progress assured.

In d ia ’s T h ird  Five Year Plan proceeds along this road. “At the base 
of tthis entire effort,” says the Draft Plan (page 7), “are the various pro
gram m es for building up the country’s hum an resources, specially edu- 
catiion and health, and programmes for raising the levels of skills and 
technical and scientific knowledge and for scientific and technological 
research.”

'T h e  difficulties are obvious. First of all the costs involved in this 
trem endous effort at schooling hundreds of millions of citizens. But 
theire are also organisational and other bottlenecks, first and foremost the 
lack of qualified teachers. I t  is thus logical that the main emphasis in 
the programme for education will be on : (i) the provision of facilities 
for universal education for the age-group 6—11, (ii) improvement of 
sciemce education at the secondary and university stages, (iii) training 
of tteachers of all grades, and (iv) expansion of technical education. (In 
this; catalogue there seems to be one cheap and efficient m ethod missing, 
nam ely drives for adult literacy bu t they are evidently included in the 
“social education” which it is said will Ije referred to at greater length 
in ithe final report.)

W hile the outlay of Rs. 180 crore for prim ary education was already 
referred  to, the amounts envisaged for the o ther forms of education 
(excluding social education) dem and nearly as m uch or Rs. 165 crore. 
In  the schemes presented, the great increase in technical education, 
inclluding agriculture and veterinary, is particularly noteworthy, the total 
n u m b er of students envisaged at the end of the T h ird  Plan period being 
muJltiplied nearly sixfold from the beginning of the First Plan. Still, 
the relative proportion between technical education and college educa
tio n  is in India as yet what social scientists would call unfavourable; in 
ecomomically developed countries a m uch larger proportion of young 
peoiple are preparing themselves directly for taking part in productive 
w ork  and professional careers, while the num bers in arts and science and 
connmerce colleges (and in the law faculties) tend to dwindle, compara
tively speaking. But, of course, in a democracy such shifts cannot be 
forcibly instituted. T h at they are m aking headway in India is, however, 
cleairly visible in the schemes now projected by the Planning Commis
sion  and underpinned by the valuable work of the University G rants 
Commission.
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May it finally be allowed an observer who is a mere foreigner to 
express an adm iration, bordering on envy, for the heroic task that tthe 
people of India are undertak ing  in  building up their country. Fnom 
poverty through progress to prosperity—that is the ardent determinatiion 
of which there is so m uch evidence in  this country, from its leaders to 
its masses. They will all have to contribute, not little bu t much. B u t 
they should also feel encouraged not only by the very satisfaction of tlhis 
working together, bu t also by the knowledge that it can be done. It lhas 
been done before in  other parts of the world. And I dare to exprfess 
the confident hope that these other parts of the world will continue to 
follow these strivings in  In d ia  w ith an attention that seeks its expressiion 
n o t only in  words b u t in  m ore active aid.
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Engineering and Scientific Research

DR. A. N. KHOSLA

Ad v a n c e d  studies in engineering at the institutions of higher 
learning and engineering research made a token beginning during 
the closing years of the First Five Year Plan. Before Independence, 

post-graduate work, and research in engineering were practically non
existent, mainly because development of industry and advanced designs 
an d  techniques in the country received little encouragement and these 
la tte r as also the results of research were mainly im ported from abroad. 
In d ian  engineers were largely entrusted w ith m aintenance and operational 
job;s, the highly specialised work ot design and construction of m ajor 
structures, machinery, electric installations, etc. being left to foreign engi
neers, m anufacturers and firms of consultants. Therefore, there was little 
im m ediate need for providing training in  advanced engineering.

Since Independence, with the advent of large-scale development in 
engineering and industry under the Five Year Plans, there has been a 
grow ing need for advanced studies in engineering, so that engineers could 
acquire m uch higher qualifications and thus be capable of creative th ink
ing and productive enterprise. In  course of time, these highly qualified 
eng;ineers could assume responsibility for all m ajor designs, fabrication 
an d  construction, and thereby save this country from undue dependence 
on foreign countries for know-how, equipm ent, machinery and personnel, 
particu larly  in vital fields. Post-graduate courses in various branches of 
engineering had, therefore, to be introduced and increasing emphasis 
laici on  engineering and scientific research.

, T h e  pattern  of the old curricula is also undergoing a change. Until, 
now, the emphasis has been largely on the practical side of technology, 
as the vast m ajority of engineers were and are needed to m an the cons- 
trucction of various projects already undertaken and had therefore to be 
strong  on the practical side. But in the projects of the future, the entire 
responsibility for planning, designs, m anufacture, fabrication, installa
tio n  and  operation will progressively devolve on the Indian engineer, 
an d  he  will have to be equipped to shoulder this responsibility. T his will 
ine-vitably lead to a shift in the pattern  of engineering education, so 
th a t  an  increasing num ber of engineers can be trained in advanced engi
neering  and in the new research functions and activities that m odern 
engineering encompasses. Recent world trends, for example, research- 
m indedness of industry, the highly technical nature of m odern warfare, 
the progress in nuclear engineering and in space rocketry, have been 
the result of advanced engineering studies and sustained research in engi
neering  and basic sciences in the m ore developed countries of the world. 
Since Independence, there has been in Ind ia an awareness of these world 
trends and a growing realisation that w ithout such advanced train ing



and vigorous research in engineering and basic sciences, this country 
cannot catch up with, and keep abreast of the technologically more 
advanced nations of the world. I t  is this realisation that has underlined 
the importance and urgency of advanced train ing and research in engi
neering.

Post-graduate courses in several brandies of engineering have been 
introduced during the Second Five Year Plan at a num ber of teclinical 
universities, higher institutes and colleges, such as the University of 
Roorkee, the University of Jadavpur, the Indian Institute of 
Technology, Kharagpur, the Ind ian  Institu te of Science, Bangalore, 
and the colleges at Sibpore, Guindy, Poona and other places. 
Over 500 engineers are today attending 25 different post-graduate courses 
at 21 institutions on whicli about one crore of rupees will be spent during 
the Second Five Year Plan. In  a large country like India, this is an 
insignificant figure, but considering tha t post-graduate courses were started 
only five years ago, it may be regarded as a satisfactory beginning. A con
siderable num ber of research schemes have also been undertaken at these 
institutions under the auspices of the Council of Scientific and Industrial 
Research and the University G rants Commission. T h e  Atomic Energy 
Commission is also encouraging research in  nuclear sciences and engineer
ing at selected universities and institutions of higher learning.

In  view of the vital role of advanced engineering training in tlie 
■economic developm ent and security of the country, it has been decided to 
examine and appraise the working of the current post-giaduate courses in 
respect of content, scope, short-term and long-term objective, essential 
equipm ent and personnel. T h e  Governm ent of India have accordingly 
appointed a Post-Graduate Committee under the chairmanship of 
Prof. M. S. Thacker, Secretary, M inistry of Scientific Research and Cul
tural Affairs, to make a thorough exam ination of the whole problem of 
advanced engineering train ing  in the context of the successive five year 
plans and make suitable recommendations.

I t  is difficult to think of any aspect of m odern life which does not bear 
the strong im prin t of science and technology. T here  is increasing aware
ness of the role of science and engineering in national affairs and their 
increasing contribution to national security and welfare. In  the modem 
nuclear and space age, technological advances are taking place at a fan
tastic rate. T h e  demand, therefore, is for more knowledge, specially basic 
knowledge. T h e  emphasis is shifting from the routine and practical to 
the advanced and specialised, involving creative th inking and research. 
T h e  pace and pattern  of advanced engineering education in the fore
seeable fu ture will be set by the program me of development of natural 
resources and industry and will essentially have to be based on a co-ordi
nated blend of engineering and basic sciences. T h e  sharp distinction 
between science and engineering is fast disappearing and the basic prol> 
lems and the basic techniques of pursuit are becoming common to more 
and more disciplines, whether they pertain  to solid state research, to 
high frequency electrical phenomena, to aerodynamics, hydrodjTiamics or 
therm o dynamics; to mechanical systems or nuclear systems. The most
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dram atic  example of this blending and extension of perspective has deve
loped in  connection with nuclear power.

T h e re  is close relationship between industrial development and crea
tivity. India is on the threshold of a new industrial age. T h e  develop
m ent of creative talent among the student body should, therefore, be 
given the highest priority. W hile post-graduate or advanced work in 
engineering has made some headway in the institutions of higher learning, 
not m uch progress has so far been m ade in  the field of engineering 
research, either basic or applied. But a beginning has been made and if 
the rig h t policies are pursued in respect of scientific research at the engi
neering  universities and higher institutes of technology, these institutions 
can be expected in course of time to m ake a contribution to India’s 
developm ent and world’s knowledge, progressively approaching that being 
mad.e by similar institutions in  the more advanced countries.

T h e  University of Roorkee (formerly Thom ason College of Engineer
ing) d id  pioneering work in  hydraulic research during the nineties o£ 
the last century. This was revived during  the Second Five Year Plan 
and additional research problems were taken up, in particular researches 
in earthquake engineering and structural dynamics. Its School of Re
search in Earthquake Engineering is the th ird  of its kind in the world, the 
o ther two being at the California Institu te  of Technology, Pasadena 
(U.S.A.), and Japan. At the Indian Institu te of Science, Bangalore, research 
w ork is being carried out in  both the pure and the applied fields. These 
include power engineering, metallurgy, in ternal combustion engines, gas 
tu rb ines and aeronautical engineering. A large supersonic wind-tunnel 
has been brought into operation. A fuel injection system for diesel 
engines has been evolved. At this Institute, research is broad-based as it 
covers science as well as engineering. T h e  Indian Institute of Techno
logy, Kharagpur, is carrying out researches in  electron tube oscillators and 
amplifiers, transistors and microwaves, naval architecture including ship 
modlel tank experiments, development of boiler furnace utilising low 
grade solid fuels, high pressure gas reactions, etc. Researches in other 

I institu tions are still in the initial stages.
M ost of the research in  the engineering field is at present being 

carried  ou t in  the Central and State D epartm ental Laboratories and at the 
chain  of N ational Laboratories. Irrigation  and hydraulic research has 
been in  progress since the thirties at the Poona Research Station, now 
the C entral W ater and Power Research Station, the Punjab Irrigation 
R esearch Institute (now located at Am ritsar) and at the Institutes estab
lished later in  Madras, Bengal, U ttar Pradesh, A ndhra Pradesh (Hydera
bad), B ihar and elsewhere. T h e  N ational Laboratories dealing with 
engineering research are the Central B uilding Research Institute, 
Roorkee, Central Road Research Institute, Delhi, Central Glass and 
C eram ic Research Institute, Calcutta, N ational Metallurgical Laboratory, 
Jam shedpur, Central Fuel Research Institu te , Jealgora, M ining Research 
Station, Dhanbad, Central Mechanical Engineering Research Institute, 
D ui gapur. Central Public H ealth  Engineering Research Institute, Nagpur, 
and C entral Electronics Engineering Research Institute, Pilani. Among 
the achievements of these laboratories m ay be m entioned the develop
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m ent of processes for the production of stainless steel w ithout nickel, 
special alloys, battery grade manganese dioxide, iron and steel from flow 
grade ores and non-metallurgical coke, optical glass, etc. More valuaible 
work is also being done at the T a ta  Institu te of Fundam ental Researrch, 
Bombay. In  addition, some very advanced and original work pairti- 
cularly in  electronic instrum entation is being done at the A tom ic 
Energy Establishment, Trom bay. In  addition, there are the reseairch 
centres of the Ministry of Railways, D epartm ent of Civil Aviatiion, 
Ministry of Inform ation and Broadcasting, the Indian M eteorological 
Departm ents and others. These latter deal with design of equipm ent, 
testing under working conditions and standardisation including design 
and development of instrum ents for m easuring vertical and horizontal 
forces exerted by passing locomotives, standardisation of rolling stock, 
track, bridges and other structures, equipm ent such as signalling an d  
inter-locking devices; construction of proto-type gliders with indigenious 
materials, fatigue life of aircraft components; design of tele-commiuni- 
cations equipm ent for m anufacturers; design and development of 
equipm ent for posts and telegraphs, which are at present being im ported  
and design and production of instrum ents for meteorological observations 
so as to make the D epartm ent self-sufficient in  this respect.

R apid advance in  national welfare will only be possible through the 
development of natura l resources and industry. Such development will 
require in  increasing measure a large reservoir of talent for high scien tific 
thought. These can be developed only by slow and careful nu rtu re . 
Universities and institutions of higher learning, in collaboration w ith  
Government and industry, can be the m ain agencies to undertake this 
vital task. T he first essential will be to create an atmosphere in  w hich 
fundam ental research can flourish. Fundam ental research is the fountain- 
head of science, pure and applied. Fundam ental research does n o t in  
its nature demand large expenditure of money; b u t to translate scientific 
knowledge and principle into concrete systems does require an enorm ous 
am ount of money. Fundam ental research involving relatively small 
expenditure should mainly be the responsibility of the universities and 
other institutes of higher learning and applied research that of the 
national laboratories and the departm ental. Central and State laboratoiies. 
But, as in America, universities should be encouraged to take up  spon
sored research on behalf of Governm ent and industry as that will provide 
a m uch wider field of activity for the university and add to its resources in  
highly qualified technical personnel and specialised equipm ent and o th er
wise facilitate the prosecution of fundam ental research. T his will also 
ensure close collaboration betwen the universities, Government and indus
try and a proper appraisal of the requirem ents of Government and industry 
for purposes of evolving new curricula and giving direction to research.

For advanced work in  engineering and research, the selection should 
be lim ited to the gifted and  the first-rate and the emphasis should be 
towards developing their creative potential. T h e  primary object of 
advanced technical education is to prepare the student to m eet new 
situations with skill, resourcefulness and leadership and to instil in  him  
the desire to continue to learn in  a spirit of enquiry. Independent studies
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and research experience will provide the necessary stimulus for the 
though t process required in  creative and constructive professional work.

T o  place advanced engineering education and research on a firm 
footing, it  will be necessary to give the technical teacher and the research 
worker opportunity, social status, prestige and rem uneration equivalent 
to those available in alternative professional or adm inistrative services. A 
recognition of this basic fact will provide the m otivation and incentive 
for th e  gifted to devote their life to teaching and research. W hat the 
research worker needs and expects from Government, industry and public 
is patience, understanding, and honour given to his status.

According to an American authority, m odern basic science and 
research in  America came of age only in  the 1930’s. For more than a 
century till then, it derived its intellectual sustenance from Europe. 
D uring  the last 30 years, America has m ade tremendous strides in scienti
fic and  technological research. T h e  history of scientific and technological 
research in  the U.S.S.R. is not very different. I t came of age somewhat 
later, b u t in  many fields, it  already holds the first position. In  this 
age of productive partnership w ith nations of the world under the aus
pices of the U nited Nations, India, w ith its enlightened policies, can 
look forward to its scientific and technological research atta in ing  m aturity 
and contributing  to national welfare and world knowledge in  the not 
d istan t future.

ENGINEERING AND SCIENTIFIC RESEARCH 191



G. D. PA R IK H

W
HILE there is a relative decline in  the total outlay on scscial 
services in the T h ird  as against the Second Plan, the ouitlay 
on education indicates a relative increase. As against the pirovi- 

«ions of Rs. 213 crore for “general” and Rs. 60 crore for technical 
education in  the Second Plan, those in  the T h ird  are of Rs. 370 cTore 
and Rs. 130 crore respectively. T h e  expected distribution of the expendi
ture on general education is Rs. 180 crore for elementary education, 
Rs. 90 crore for secondary education and Rs. 75 crore for univeirsity 
education while a sum o£ Rs. 25 crore has been provided for social 
education. T he figures are tentative and may be revised in the lighit of 
the programmes of the States intended to achieve the targets of the 
Plan.

T he purpose of the present article is to examine broadly the naiture 
o f some of the proposals for development of education and their u n d er
lying approaches, policies and assumptions. T he Plan as yet is m<ostly 
o f the nature of a framework w ith the result that any detailed discussion 
is hardly possible. T h e  discussion for the present will naturally have 
to be on the basis of the needs of a rapidly developing society, com 
m itted to the democratic way of life.

T he role of education in a democracy is obviously much wider th an  
what is generally attributed to formal education or social educaition 
programmes. P lanning in a democratic society can operate neither 
through the carrot nor through the stick b u t has to rely on intelligent 
and discriminating co-operation and support of the people, which can 
hardly be secured merely through pep-talks and propaganda. Education 
is essential for the purpose and becomes the very foundation of the P lan, 
the success of which largely comes to depend on the reorientation of 
the outlook of the community. T his basic consideration is valid even 
in respect of the targets and programmes of educational developm ent 
understood in a narrower sense. W e may create, for example, the 
requisite facilities for universal elementary education for children in  the 
age-group, 6—11; and we may be quite anxious to reduce the sharp  
discrepancies in the num ber of school-going boys and girls, as the Plan 
contemplates. But these objectives can hardly be realised in a full 
measure in the absence of a basic change in the outlook of the people. 
Similarly, if the rapid expansion of technical education is not to result 
in reducing us to mere imitators, an outlook which encourages the 
initiation, promotion and assimilation of change and innovation must 
get widely diffused in the community. T h e  inadequacy of a “program me 
of social education with special reference to adult literacy” becomes 
obvious in such a context. Social education cannot have a peripheral
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position in  democratic planning; it has to be, on the o ther hand, a 
perm anent feature of all developmental efforts which have chosen the 
preservation and development of free life as their basic point of depar
ture.

Viewed from another angle, the problem  leads to a similar conclusion. 
Even if universal elementary education is actually realised, it could 
hardly be expected to furnish the average individual with the requisite 
equipm ent for intelligent decision-making in  a rapidly growing society. 
T rue, universal education, in course of time, may be expected to extend 
up to the age of 14 as directed by the Constitution but that will still 
not m ean any significant improvement in  the aforesaid position. A 
growing num ber of children will, of course, proceed further to  the 
secondary stage. But the increasing splintering of the secondary curri
culum  under the impact of the requirem ents of technical and vocational 
courses will still mean the disappearance of a common core of basic 
general education £or a\\. T h e  perspective thus opened up can hardly be 
conducive to the growth of free life and  institutions and the need for 
effective social education programmes will remain as imperative as 
ever.

T h e  problem, in fact, may not lend itself to solution through properly 
planned social education programmes alone; it will dem and a delicate 
and imaginative handling of the situation w ithin the framework of formal 
education itself. T he objectives of education in  a society like ours 
necessarily become complex. W e cannot afford to think in  terms of 
merely an adequate supply of technically trained personnel at all levels 
for the purposes of development. We have also to have a widely diffused 
basis of education in science so that creative efforts in the field of techno
logical development may be possible in  times to come. T he creation of 
such a basis must involve the prom otion of a critical and discriminating 
outlook over the whole range of social existence and activities without 
im pairing in any m anner the spirit of confidence and co-operation in the 
growing generations. And all this has again to be on the basis of an 
awareness of the basic commitment to, and an activisation of, the urge 
to experience hum an values so fundam ental to an educational or a 
democratic experiment.

T h e  strategy of educational development is the strategy of blending 
together these objectives smoothly and harmoniously so as to ensure that 
their pursuit will not result in any serious social divisions or stratifications. 
In  the absence of such blending, the very differentiation of educational 
activities m ight sow the seeds of future tensions and conflicts, thus pu tting 
grave pressures on the working of democratic institutions. T his indeed 
is an extremely difficult and delicate task. But who ever has claimed that 
blazing a new trial, as our planning proposes to do, is a simple affair ? A 
challenge to intelligence and ingenuity is implicit in it and any easy 
relapse into im itation of others can only am ount to an evasion of the 
challenge.

T h e  proposals for development of education embodied in the Plan are 
in  a sense an extension of earlier efforts, and  reflect our needs as a nascent
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democracy, based on widest possible franchise, bending all its energies 
on an expeditious achievement of living standards conducive to political 
stability and cultural development. T h e  extension of elementary education 
so as to cover all the children in  the age-group, 6—11, becomes meaningful 
in  that context. T h e  rationale of the Directive Principle in the Consti
tu tion  can be easily appreciated in  this respect. W hile education at 
higher levels is bound to rem ain selective, no m atter how m uch we 
encourage its expansion, universal elementary education must be viewed 
as an objective of speedy attainm ent. T he approach of the Plan in this 
respect has, therefore, to be regarded as legitimate and fully justified. 
But the same cannot be said of its insistence on moulding the en tire  
elementary education on the “basic” pattern. Even a cursory glance at 
the Report of the Assessment Committee on Basic Education (Ministry of 
Education, Government of India, 1956) will reveal the difficulties in  any 
attem pt to achieve such an object. And let it be added that the Com
m ittee hardly viewed the basic pattern  in an experim ental spirit; their 
approach, on the other hand, was of finding out how far an allotted 
task was carried out by the different States, an approach somewhat 
bureaucratic rather than educational. Even then, the Committee had  to 
acknowledge inter alia that the compact area method had failed; that 
even in States in which reasonably successful experiments were carried out 
in  certain areas, the pattern  did not spread elsewhere; that different 
States had put different meanings into the concept of basic education and 
that there was widespread scepticism about such education becoming 
productive. T he report thus obviously indicates to anyone, excepting 
perhaps the faithful, the need for a tentative and experimental a ttitude 
towards the pattern; and this is further underlined by the peculiar 
difficulties encountered in  the urban areas. W ith economic development, 
the process of urbanisation is bound to grow. T h e  Plan does provide 
evidence of an awareness of these difficulties, b u t instead of drawing 
the obvious operational conclusion, it still speaks in terms of universalis- 
ing the pattern.

I t  is again hardly possible to  compartmentalise elementary education 
from the secondary and the higher levels. W hile the Committee pleaded 
for extension of the pattern  beyond the elementary stage, the planners 
have continued to view the secondary level as essentially a preparation 
for either higher education or for one or the o ther of the productive 
functions in  society. Perhaps the enthusiasts of basic education themselves 
may appreciate that any extension of it beyond the elementary stage 
will clearly reveal the impoverishment of intellectual content to which 
it leads as also the untenable nature of its productive character. Perhaps 
it is possible to m aintain tha t the assumptions underlying the basic 
pattern  are assumptions of a social life and organisation entirely different 
from what is being bu ilt around us. But if that be so, why ignore it ? 
I t  is high time that some re-thinking is done on this whole question. 
Formal conformity to the basic pattern  coupled with a variety of in ter
pretations in the course of its im plem entation or the imposition of a 
uniform  pattern everywhere is fraught with danger.

T his does not am ount to ru ling  ou t the basic pattern  in any sense.
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In  fact, in  a free society, fullest scope must be available to educational 
experim ents of all kinds; and equally free must be the process of their 
critical and relative assessment so that possibilities of improvement may 
never be ruled out. Insistence on a particular pattern, in  a context 
not very encouraging or complimentary, can only indicate a doctrinaire, 
if no t dogmatic, attitude, so killing for the very essence of education 
itself.

I t  may be useful to tu rn  at this stage to the other m ajor priority 
in  the Plan viz expansion of the facilities for technical education. An 
encouraging feature of the plan is the somewhat definite shape our 
thinking of manpower resources has assumed in it. T he progress made 
by the manpower studies initiated earlier has enabled us to think in 
advance of programmes for the training of personnel in Engineering, 
Science, Agriculture and Community Development, Education and Social 
W elfare, and Adm inistration and Statistics. I t is needless to go into 
the details of the various proposals. Comment for the present may be 
lim ited to the more general features of these proposals and their im pli
cations. In  doing so, however, it may be useful to emphasise one or two 
simple considerations. T h e  field of technical education is obviously a 
vast and growing field; and increasing provision will naturally have to 
be made for such training and education at all levels. T h e  general 
questions that have to be raised in respect of the training pertain, in 
the first instance, to its adequacy not only from the point of view of 
the immediate personnel requirem ents bu t also that of laying the neces
sary foundations for a rapidly advancing technology, and secondly, to 
the overall impact of such training and education on the wider educa
tional activities of the community. It is these two types of questions 
that may be fruitfully examined here, although, of course, they cannot 
be viewed as two entirely independent sets of questions.

Assuming the estimates of personnel requirem ents in the Plan to be 
sound and leaving out of consideration for the time being the various 
training programmes of different ministries and State Governments, the 
additional intake visualised for the degree and diploma courses in Engi
neering and Technology seems to raise certain difficulties. I t  is hoped 
tha t the working papers on which these expectations are founded will 
soon be made available; for no informed discussion is possible in the 
absence of such basic data and other materials. Suffice it to point out 
th a t the expectation of increasing the intake by over 35 per cent in the 
existing institutions raises certain difficulties. T h e  Five Year Integrated 
Course which institutions working at the degree level have adopted or 
have been asked to adopt will necessitate provision for the teaching of 
the basic sciences in them. W hether such provision can at all be made 
on sound lines is a different question. W hat is im portant for the present 
context is the possibility of expansion consistently with the change thus 
proposed. Again, the working tim e of these institutions cannot possibly 
be increased in  view of the additional intake for part-time, sandwich 
or correspondence courses envisaged in the Plan. T h e  latter again raises 
a num ber of questions. It is obvious, for example, that in  shifting a 
diplom a seat from a degree college to  a polytechnic, tliere is no net
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expansion in training facilities; or when a diploma-holder or a  m an  
employed on a technical job, goes through further training and quallifies 
for a degree, there is no net addition to the number of trained personinel. 
Correspondence courses again can be handled not by any set of qualiified 
teachers bu t only by those who have the special aptitude to do so; and 
the wastage in all these courses is fairly large with the result tha t the 
intake figures cannot be taken as a dependable index to the outputt in 
any particular proportion, in  the absence of actual experience. TIhese 
and similar other problems m ust have been examined at an expert level; 
but it is difficult to comment on such examination so long as the biasic 
data are not available.

A basic issue arising in respect of all this development pertainss to 
the place of the universities in  prom oting it. I t may not be withiout 
significance that in the entire chapter on “Technical Manpower and 
Scientific Research”, there should be no reference to the universitie.'s at 
all excepting in respect of raising the num ber of science students firom 
30 to 40 per cent of the total num ber of students. I t can, of coiurse, 
be argued that the degree colleges are mostly a part of the university 
set-up and that the la tter will, therefore, have to be concerned w ith  
technical education at a higher level, train ing at the lower level being  
no part of their appropriate function. B ut if that be so, was it im no 
way necessary to consult the University Grants Commission and the 
individual universities about the academic feasibility and desirability^ of 
im parting education through methods other than the enrollment for fu ll
time courses ? T here  is nothing to show that such consultation was 
actually there. Nor, again, is there any justification for the tren d  
to take away post-graduate train ing  and research from the universiities 
to institutions specially set up  for the purpose. W ill not such arb itra ry  
separation between instruction and research result in  a deterioration! of 
the standards of instruction ? W ill it also not result in a separation! of 
education in science and that in technology, with consequences harm fu l 
to both ? Does it not am ount to depriving the universities of tlheir 
rightful function of train ing  the leadership of the community? I t  is 
time that we examine the possible consequences of the growing tr«nd  
in the direction of keeping higher technological education out of the 
universities. I t  only robs them  of a valuable cementing force betw een 
the Hum anities and the Sciences, as Sir Eric Ashby has urged in  
another context. T h e  hum anist outlook and values, inherent im a 
democratic order, can hardly be transm itted fully and properly nor can 
the scientist be made sufficiently conscious of the social consequences of 
his activities by keeping technology out of the universities. T he la tte r  
must be fully encouraged and supported in  playing their rightful p a r t  
in this field. I t  will not be possible to sustain w ithout them a steady 
im provem ent in technology or to stim ulate a creative interest in it.

W hat seems to dom inate the entire th inking in the plan is a techn ical 
view of personnel needs and their fulfilm ent through training. W hile  
this is no doubt useful, it has its obvious limitations. W hat stim ulates 
technological development is a wide diffusion of an attitude to innovation
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throughout the community which steadily sustains all efforts at improve
ment. And the age in whicln we live today demands that such an attitude 
will fu rther be reinforced and improved by a proper understanding 
and appreciation of science.. T h e  more routine elements in technology 
are rapidly  being taken oveT by meclianical devices of various kinds and 
empirical practice is steadily and increasingly yielding place to intellectual 
content. T rue, the problenns, of a community emerging from an inertia 
of ages are more complex, in so far as it necessarily seeks to compress 
what was achieved in centuries elsewhere into a short span of a few 
decades. I t  is, therefore, sfimultaneously concerned w ith prom oting im
provements in routine practice and laying a sound foundation for 
scientific advance. In  fact, in an age of what Sir C. P. Snow has aptly 
term ed as Scientific Revolution, the requirem ents of scientific advance 
can no longer be confined to the train ing of scientific personnel. T he 
scientific attitude and a sem inal understanding of the nature and achieve
ments of the scientific enterprise must perm eate throughout the community 
i£ the citizens are to  have a  capacity ior intelligent and discriminating 
decision-making.

Science thus has to play a  dual role in our universities. I t  can furnish, 
on the one side, the necessary intellectual foundation for a rapidly advan
cing technology, and on the  other, enormously influence if not entirely 
reorientate, the whole realm  of thinking of social problems, thus re
deeming the latter from revivalist urges or commitments to new dogmas. 
T h e  dangers to democracy from both these ends are too obvious to be 
enum erated here ; suffice it to point ou t th a t our ability to ensure that 
the deliberately accelerated pace of industrial development remains w ith
in the democratiic framework, will depend entirely on the achievement 
of this educational objective. T he functional role of science and its 
broad cultural im pact m ust both be properly integrated in the univer
sities which as a  consequence will necessarily have to function in  an 
atmosphere of freedom. Its assimilation in the universities can hardly be 
achieved in the context of an authoritarian  system of values or faith in 
teachers o r particular books as the custodians or repositories of final truth.

I t may be argued that the planners could not be expected to think in 
terms of the content of education, that their preoccupation has naturally 
to  be w ith the means, the resources and the facilities. But the question 
still rem ains: Is tlie overall strategy adopted by them  conducive to the 
achievements of objectives basically sound and acceptable ? And it is 
precisely in  this respect that a m ajor doubt arises. T h e  question goes 
much beyond the mere ro le  of universities in the field of technical edu
cation. T h e  present trend  in  the direction of pu tting  technical educa
tion outside the sphere o f universities will involve a further possible risk 
of the functional role o f science being considerably emphasised in the 
universities. T he facilities for scientific education may be expanded 
and the objective of the Plan to raise the proportion of students taking 
science courses to 40 per cent of the total student-body may be achieved ; 
bu t those who come to the study of science in  the universities will 
primarily tend to look up o n  it  as a preparation for some form of train 
ing or the other to be received outside and therein lies the danger of
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lowering of standards in  scientific education itself. T h e  problem , on 
the other hand, cannot be solved by merely putting technical education 
inside the universities, at any rate, so far as its higher levels are concerned. 
T h e  universities may be too willing to accept this role in view o)f the 
fact that necessary resources would be very readily forthcoming im this 
particular field. But that by itself cannot mean assimilation of techno
logy by the university. If the broad authoritarian  trend in tlie field of 
hum anities or revivalist or dogmatic thinking in social sciences, con
tinues to persist, science and technology may come in only as uineasy 
partners somehow to be tolerated in the higher educational enterprise. 
T his will not help us however in  orientating education for the puirpose 
of building up a strong democratic order. All that may be m aintained 
is that technology in the universities can create the essential pre-condition 
for a solution of the problem. I t is, therefore, worth considerimg as 
to whether the present somewhat sharply defined distinctions beitween 
technical and general education leading to their requirements being 
looked after by two independent central organisations is desirable. I t  
may perhaps be a far more sound strategy to have a single autlhority 
like the University Grants Commission to look after both, and to  pro
mote the development of universities in the country along lines a;s will 
increasingly enable them  to assimilate fully and integrate properly the 
fields of Humanities, Science and  Technology, A ppropriate instituitional 
and operational modifications resulting from the situation may b e  far 
more helpful in achieving our educational objectives than  a mere conti
nuation or strengthening of the status quo.

I t is natural for a community, which has started educating a ll  its 
members, to think in  terms of education which will enable them  to 
perform some useful function to m aintain themselves. But this canno t 
and ought not to lead to a neglect of their functions as citizens already 
allotted to them in a democratic polity. What is valuable is a blemding 
of the technical or technological education a n l education for democracy. 
Just as the average educated person must be able to do something well, 
he must also be able to think well, and critically too. T he tem per of 
the Plan however indicates tha t the latter object may be neglected iin the 
interests of the former. T h e  account of technical education m igh t en
courage an approach which seeks to emphasisse “community—centred” 
education; and it is not at all difficult to imagime the possibility off such 
an approach being reconciled with the ‘functional’ view of the child 
implicit in basic education. B ut a reconciliatiom of this kind woiald be 
wholly inadequate, if not positively dangerous, for the future o*f our 
democracy. Here therefore is a problem  for our educational planners. I t 
is high time that some basic th inking takes place about the soundness 
of our overall educational approach from the poimt of view of the reiquire- 
ments of not merely a developing society but also those of a s.ociety 
committed to the democratic way of life.
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