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\/* A monstrosity in the making

8y V. Masani

The perusal of an Approach to the Fourth Five
Year Pian is a shattering expenience. There is not
one new thought, one acceptance of error in the
Five Year Pian document. Every old cliche and
discredited slogan finds a place in it. It is quite
obvious that on the portals of the National Plan-
ning Commission should be inscribed the words:
“Abandon Hope All Ye¢ Who Enter Here.” The
document is a complete vindication of the Swatan-
tra Party's demand that it is high time the Plan-
ning Commission is dissolved and replaced by ap-
propriate expert advisory agencies.

, The document starts with targets which are as
speculative as those of the Second and Third Plans
nd are as little likely to be achieved. Starting thus
on the wrong foot, the rest of the paper Is driven
to the same old pattern as in the past.
We have the time-honoured references to self-
freliance, which is the same as the Sowiet concept
#0f autarchy, a concept altogether out of date in
this One World. There are to be found the usual
talse hopes about the export of non-traditional
commodities, ignoring the fact that the high-cost
economy caused by inflation and distortion caused
by the “Rupee Sources” racket dooms such hopes
to disappointment.

, There is the pathetic confession that any curtail-

ment of wasteful expenditure “may not be feasible.”
Hence the paper goes on to threaten additional
“resource mobilisation” through various measures
Tlncludrug, of course, additional taxacion! This en-
tire series of discredited policies is described as
being “inescapable.”

There is an attack on foreign collaboration at a
time when there s a crying need for foreign capital
in place of the government-to-government loans
that have brought the country to bankruptey.
Foreign collaboration is to be ruled out altogether
in the cause of consumer goods and to be subject-
ed to “rigid tests” in regard to other fields of

. enterprise.

' Agricaltural activities are threatened with “insti-

“§ tutionalisation.” Professor B. R, Shenoy has
already warned against such an attempt, pointing
out that the peasant is the best judge of how to
invest capital in his own land and that govern-
mental institutions should be kept out of the agri-
cultural picture,

One cannot help sympathising with the
Approack’s suggestion that it 1s more than ever
necessary to bring about a sense of security for the
tenant, the share-cropper in particular. It is at this
late point that one comes across the first thought
with which one can heartily agree, Similarly, the
stress pn development of handicrafts and rural in-
dustries to relieve pressure of population on land
15 one that can be supported.

\ The Industrial Policy Resolution of 1958, work-
Led out twelve years back, is re-endorsed. At the
same time, some desirable objectives are set forth
which are not likely to be achieved as long as that
lution is not scrapped or seriously modified,
amely, maximum utilisation of existing industrial
capacity, encouragement of widespread entrepre-
neurship and minimum controls. Among these ob-
iectives gre two objectionable ones: high priority
ifor long-gestation projects (presumably steel, etc.)
‘and the usual obsession with the slogan abour dis-
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i5 to be found in the highly objectionable Mone-
polies and Restrictive Trade Practices Bill now be-
fore Parliament.

The hope is held out that the Planning Com-
F’nisﬁmn's activities in the industrial field will be

lpersai of ownership and control of industrics, which

in the main “indicative.” There is a similar hope
held out that the productivity and profitability of
lSIalc enterprise will be attended to and that ade-
quate initiative and operational autonomy will be
given to their managements. -

The section on Transport repeats the cliche
abour co-ordinated development, ignoring the fact

al such co-ordination cannot take place till the
uppression of road transport on behalf of the

ailway Board is ended and a more balanced de-
velopment takes place.

The section on the Mixed Economy is, like the
Curate's egg, good in parts. The section starts
badly with the need for restraints on the free sec-
tor and the threat to “nationalise” the import trade
through the State Trading Corporation, Minerals
{and Metals Trading Corporation and Fertilizer Cor-
poration of India and state trading monopoly for
€XpOrt purposes.
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w deomy hopes 1o disappoaintment™

The Approach contains some sensible thoughts
on the desirability of reducing price and allocation
ontrols to the minimum. It accepts the fact that
the licensing system is not functioning satisfac-
torily but after playing with the frightening
thought of “a more thorough and integrated regu-
latory system™ which is rejected as not being work-
able in the present situation, the obvious alterna-
tive of decontrol and increased competition is simi-
Narly ruled out without any reasons being given.
{In the result, a compromise, solution through “a
selective process of delicensing” is worked out.

One is relieved to find out that the Commission
s prepared to concede that gs “competition in-

reases, concentration and monopoly may de-
rease.” This is, however, followed up imme-
diately with the bogey of cartels and mergers justi-
Eyi_lla_ﬁ the present legislation before Parliament.
| ere is the threat that the Life Insurance Cor-
ration should be encouraged to exercise its full
ights including the appointment of its representa-
ive to the Board of Directors, an exercise from
hich the L.I.C. has mercifully desisted during the
past few years.

The Planning Commission has evidently learnt
nothing and forgotten nothing from its past failures.
Judging by the Approach, the Fourth Plan that the

lanning Commission is hatching is likely to be 1

onstrosity which will complete the already ad-
vanced ruin of the economy and sink the hopes of
our peophe.
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The Approach to the Fourth Five Year Plan is a
disappointing document inasmuch as it repeals the
same old platitudes, peripheral policy issues and
general statements on Plan objectives without tak-
ing adequate note of the objective realities.

LACK OF PERSPECTIVE

The present exercises of the Planning Commis-
sion are based primarily on ‘short-range alterna-
tives,’ thus losing sight of long-term perspective
and the attainment of national minimum living
standards within a reasonable time horizon. In
the long-term projection made in the First Five
Year Plan, the Planning Commission had held out
the prospect of doubling the per capita real income
of 1950-51 by 1977, i.e., in 27 years. Subsequently,
the Second Five Year Plan promised to bring about
this doubling of income per head by the middle of
the Fifth Five Year Plan.

The Third Plan envisaged that national income
at 1960-61 prices will rise to Rs. 25,000 crores in
1970-71 and to Rs, 34,000 crores in 1975-76. Simi-
larly, the per capita annual income was to rise to
Rs. 450 in 1970-71 and to Rs, 530 in 1975-76. But
the experience of the last three vears and the seni-
ous crisis into which Indian planning has sunk
have completely shattered any hope of reaching
these targets.

The national income in 1967-68 at 1960-61 pri-
ces is expected to be of the order of Rs. 17,300
crores. In 1968-69 it is expected to be Rs, 18,300
crores. During the fifteen years between 1950-
51 and 1965-66, per capita income in India at cons-
tant prices rose by 21 per cent only. The rate of
growth achieved was, thus, less than 1.29 per cent
(compound) instead of 3.2 per cent (compound)
necessary for doubling the per capita income by
the middle of the Fifth Plan. At the prevailing
rate of increase it will take nearly 55 years from
1950-31 to attain the target of doubling the per
capita real income of 1950-51.

THE SIZE OF THE PLAN

In spite of prolonged discussions, the Planning
Commussion hias not been able to arrive at any
‘finality’ regarding the size of the Fourth Five Year
Plan. However, it is understood that, for attain-
ing a 6 per cent growth rate, a total financial out-
lay of the order of Rs. 22,000 crores during the
Fourth Plan would be required. This is on the
assumption that, with a relatively low increase in
the investment cost and an increase in effici-
ency of capital, the capital output ratio has come
down from 2.8:1 to about 23:1. Tt is also under-
stood that, in the opinion of the representatives
of the Union Finance Ministry, the total resources
that can realistically be maobilised during the

A CRITIQUE

BY E. M. 5. NAMBOODIRIPAD

Fourth Plan will be of the order of Rs. 18,000
crores, which would sustain an annual growth rate
of only 4 per cent per annum.

It is true that the growth effort does not de-
pend exclusively on the total size of the Plan. Had
it been so, the widening gap between Plan projec-
tions and achievements, which has been charac-
teristic of Indian planning would mot have occur-
red. But the Planning Commission cannot, and
should not, fight shy of indicating the total financial
outlay required for achieving the suggested objec-
tives of the Plan and the inter-sectoral ailocations
and priorities.

RESTRICTED CONCEPT OF GROWTH WITH

STABILITY ;
‘Growth with Stability’ as implied in the statQ
ments of the Planning Commission, is rather vagu

and unduly restricted in meaning. Truly, the at-
tainment of ‘stability’ in a country like India,
plagued by serious structural imbalances, cannot
be viewed as a simple process of modulating agri-
cultural prices through buffer stock operations.
Such seems to be the innocence of the Planning
Commission. If the concept of ‘Growth with Stabi-
lity' is to be operationally valid, a much more
meaningful identification of the elements of ins-
tability and policy prescriptions is unavoidable.
The main elements of instability should include,
in addition to the seasonal and secular changes in
agricultural output and prices, such factors as un-
balanced sectoral growth, the predominance of un-
controlled private production sectors in industry,
agriculture and services, mounting defence expendi-
ture beyond our means, instability in the rela-
tionship between investment outlays and growth
of income, skewness in income distribution, irre-

gularity of inventions and induction of technology, ™y

the flexibility of credit in spite of Reserve Bank’
contral mechanism, the inflationary and defla-
tionary policies implicit in the irrationality of gov-
ernmental expenditure, and above all the cyclical
fluctuations and business recessions in the advan-
ced capitalist countries. To assume relative stabi-
lity on the basis of an expected continued rise in
agricultural production (which continued to de-
pend upon the vagaries of nature) and buffer stock
operations is rather naive.

While it is true that absolute stability is neither
attainable nor desirable for economic growth, be-
cause economic growth itself brings with it certain
structural changes in the ecomomic system from
which there is no escape, it should be the aim of
planning to bring these wide fluctuations under
control. But the ability and determination of the
Government of India to implement effectively an
scheme for controlling such phenomena is limited.
Both in the matter of ensuring that the move-
ments of relative prices accord with the priorities
and targets set in the Plan and in the matter of
preventing any considerable rise in prices of cs-
sential goods that enter into the consumption of
low-income groups, the Government of India has
failed miserably.

contd, on page 11
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A Mbastrogity In the Mking
Comments on the "Apfwroach® Document
by Mre ER. Iagani, KP.

The perusal of an Approssh to the Fourth Five Year Flap is &
shattering experisnce. There i: not ome new thought, ome acoeptanse
of error or Five Year Flan dosument, Ivery old eliche and disoredited
slogan finds a place in the doewssmt. It i3 quite obwious that on the
portals & the Natioml Planning Comission should be inseribed the
words: “"Alandon Hops All Ye Who Buter Here®, The doowsest is &
semplete vindioation of the Swstantra Party's demand that it is high
time the Plaming Commission is dissolved and replnced by a
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of the Seeend and Third Flans and are as 1little likely to be ashisved,
Btarting thus on the wrong foot, the rest of the paper is drivem to the
sane 0ld pattern as in the past.

g have the time<homoured references to selfereliance, whieh is the
sarme as the Lovist concept of awtarehy, & soncept altogether out of date
in this One World, There are to be found the usual false hopes about the
export of nemetraditional commodities, ipmoring the fast that the highe
o0st economy eaused by inflation and distortien caused by the "Rupes
Sources” raclmt dooms sush hopes to disappointment.

. There 13 {he pathetis confession that any curtailment of wesbeful
{.w—.mmhm'. Hense the paper goes on to tiresten
 ndditdom] "resourse mobilisetion® through various measures including,
~ of course, sdditiomal twmiion | This extire serlss-of discredited
| polioies 15 deserided ss being “ineseazable®s

There is an attack of foreign collaboration at & time whem threre
is » erying meed for forelgn eapital in place of the Coverment-to-



"\ 1 B
Soverremnt losns thet have brought the eoumtry %o lamkruptey. Foreligm
eollabaration is to bo rulsd out togetler in the cause of compuser gcods
and %o be subjected to "rigid tests" in regard to other fislds of
extsrrise,

Agrisulturel activities sre threatemsd with "institutlonalisstion®.
refessor Chanoy has already warned against such an attompt, pointing owt
that the peasant in the best Julge of how to imvest eapital in his omm
land and that Oovermental inetitwbions should be kept right owt of the
agrisultural plsture,

= One camnet help sympathising with the suggestion em page 13 thet 1%
iz rore than ever nocessar’y to bring about & sense of seourity for tw

v tomant, the shareeropper in partieulsr. It iz ot this late peint thet cme
comeg soress the firgt theught with whieh ome can heartily agree. Similarly,
on the following pags, the stress on developmnt of handigrafts and rurel
industries to relleve pressure of populstion on lsnd is ome that omn e
surported.
| The Industrial Toliey Nesslution of 1966, worked out twelve years
jhﬂnum At the same time, some desireble objectives are set
out which are not likely o be schisved oo long as thet resclution is mot
serusped or seriously modified, memely, maximum utilisstion of existing

s industrisl capseity, encouragmmnt of widespread enterpremsurship end
minimm controls. Amomg these objectives are two objectiomatle coeer
Mgh priority for long-gestetion prejects (Fremambly steel, ete.) and the
‘nlahuhﬂhﬂmmmt-ﬂp-l-ﬂd
ﬁMﬂuhh_hﬁmmm
and Festrictive "rade Fructices Eill mow tefore Farlissent,

The hope is beld cut that the Mamning Cosmission's astivities in tie
industrial fisld will Mo in the sain "indlestive®s There ig & similer hope
held cut that the produstivity and prefitadility of State emterprise will
to attendsd to and that adeguate inttistive snd operstiomal sutonemy will
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P 3
be given to their shmsgesents,

The seetion on Transport repests the cliche ebout eo-ordinated
develomert, igoring the fast that guch cowordinatisn caniot tais place
#4111 be supression of road transport en behalf of the Railway oard is
ended and & more lalanced development takes place.

The seetion on the Miwed Sconomy is, like the Curate's egg, good
in partse The section starts badly with the need for restraints oo tle
im”m-"ndmﬂuﬂh‘uﬂnl.h'ﬁ
| import trade tirough the S7¢, MTC and FCI and State Trading momopoly

for export purposes.

From the foot of page 30, however, stme sensible thoughts obtrude
such as the degirabi)ity of redusing price and allocatisn comtrols to the
niniram,

The fast that the licensing system is mot funetioning satisfactorily
is socepted but, after playing with the frightening thought of "a more
thorough and integreted regulatory system ® which is rejected as not
being woriable in the presert situation, the otwious alternative of
desontrol and increased eompetiticn is similarly ruled owt without any
im—ldqm In the result, a eompromise solutionm through “a
|selective procoss of delicensing” is worked out.

Ono is relieved to find that the Cammissien is prepared to conseds
that as “eampetition imsresses, eoncertration and monopoly may decrease”.
This is, however, followed up Lrmediately with the bogey of oartels and
merges justifying the presemt legislation tefore ‘arlisment,

There s the thyest thet the L.l.C. woul' be emcoursged to emsreise
ite full rights ineluding the appointmsnt of ite representative to the
Hdm-mn—mu-mn—mxy
desisted during the past few years. Naturally, from all this, the
alalition of the Namging Agersy system is held to follows

In the esmeluding paragraphs the old position in regard to the
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reventicn of prowth of disparitiss end possibilitiss of restreining
insomes and standards of conpmption 1 affireed snd a ceiling om
'I“mhw-mnnmmlwfm

rl ks the Deshens, (he Flaming Comnission has evidently lesrst

' mothing and forgotten nothing from its past fallures. The Pourth

Plan that it is hatehing is llely, julging by this sssay to te a
mnstrosity which will ecsplete the alrsady advanced ruln ef the eeensy
I“*m.‘“m



Afbnstrogity In the Mking
cormemts en the "ApTwosal” Dogumest
Yy e H. Magani, WP,

The perusal of an Apgrossh S0 the Fourth Five Yeay flan is &
siatboring experisncs. There 1 not ome new thougit, ome apoeptance
of error or Five Year Man dosusnt, Drory cld clisis and disoredited
slogan finds a ploce in the dooumnt. It is guite obrious that om the
portals @ the Matiomal PMamming Commission should be inserided the
words: “Alandon Hope All Yo Uho Emter Here". The dosument is &
complete vindisation of the Semtamtym Farty's desand timt 1t is high
timo the Flaming Commission is disgolved and replsced hy sppropriate
excert advisery agooeics.

The dosument starts with targets which are as speculstive as those
of the Seeond and Third Flans md are ss little likely to be ashieved.
ftarting thus on the wreng foot, the rest of the paper is driven to the
s old psttern as in the past.

e have the time-hondured references to eelf-=reliance, whigh is the
eare as the Coviet ecneept of sutarehy, & eonsept altogwiler out of date
in this One "orld. There are to be found the usual false hepos about the
export of non-traditiomal ecmmdities, igmoring the fact that the highe
oont egomomy caused hy inflation and distortion eaused by the "Rupes
fourees” ruslnt Jooma eush hopes to disaprointmeut.

Tore ls the pathetis confession that any curtallment of wasteful
expenditure “may not be feasidble”. Hence the paper goes oo to throaten
aiditional “rescuree mobilisstion” through waricus meagures ineluding,
of ecurse, sdditiomal tamtica | This extire serics of diseredited
polisiss is deserided as being “inescapadls®,

Theve 18 an attack of foreign eollaboration et & tine whem threre
is 2 erying need for forelign eapital in place of the overtssat<to-
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Sovermment loans thet have brought the country to bankruptey. Foreign
collabargtion is +o be rulesd out together in the eause of consumr goods
and to be subjected to "rigid tests® in regard to other fislds of
enterTise.

Agricultural activitiss are threatemed with "institutiomalisgtion¥,
rofessor Shenoy has already warnsd against eueh an sttempt, poimting out
that the peasaxt in the best Judge of how to imvest capital in his omm
land and that Oovermmental institutions should be kept right ouwt of the
agrioultural pieture.

One cannot help sympathising with the suggestion on page 13 thet 1t
1» more than gver nscessary to bring about & ssnse of security for the
tepant, the sharecroprer in particular, IV is at this late poilnmt that ome
comes across the first thought with which one oan heartily agree. Similarly,
on the following page, the stress on development of handierafty and rwral
industriss to relisve pressure of population on land iy one that can e
supported.

The Industrial foliey Resslution of 1988, worked out twelve years
back, is re-endorsed. At the same time, some desiruble cbjectives are set
out which are not lilely to be ashieved eo long as that resolution is mot
serapped or seriously modified, mamely, maximum utilisation of existing
industrial capeoity, encouragemert of widespread enterpremeurship and
minimum controls., Amomg these objestives are two objectiomabls ones:
Mgh priority for long-gestation projects (Presumably steel, eto,) and the
usual obesrion with the slogan about dispersal of owmership and scmtrel of
industries, which is %o de found in the highly objectiocnable lMmepolies
and Restrictive Trade Practices Bil) mow tefore Parlissent,

The hope ia held out that the Famning Commission's sotivities in the
industrial flsld will ts in the main “indieative®s There is & similer hope
held out that the produstivity and prefitability of State emterprise will
be attondsd to and that sdeguate initiative and operatiomal swhonomy will



be pivea te tieir cansgmmnts.
The seetion cn Transport repests tho oliche ebout eo-ordimated
development, igmoring the faet that esush eo-ordination camnot tals ;lase

#111 be supyressisn of road transport on belalf of the Failway Joard ias
ended and 8 vore lmlanced developmemt talms place.

The section on the Miwed lgoncwmy is, 1ike the Curate's egp, good
in parts. The section starts badly with the need for restraints cn tle
free geoter apseified on puge 29 and the threst to "maticnalise® the
tmport trade tirough the 576, =7C and FCI and State Trading memopoly
for export purposes.

Frem the foot of page 30, hewever, same sensibdle thoughts obtrude
such as the degiradility of redusing price snd allooatisn eomtrols to the
Alniram.

The fert that the licemsing system ia mot functicming satisfactorily
is socepted but, after playing with the frightening thought of "a more
thorough and integrated regulstory sywtem " which is rejected as mot
being worlable in the present gituation, the ¢bwvious alternative of
decomtrol and increased competition e similarly ruled out without any
reasons being given. Ia the result, s compromise selution through "a
sslective procese of deliocemeing” is warked out,

Cno is relieved to find that the Commissiom is prepared io cancede
that as "eompetition inoreases, eonsemtration and momopoly may desrease™.
This is, however, followed wp immedistaly with the bogey of oartels and
mrges justifying the presesmt legislation before farlissent.

There 1s the threat that the L.I.C. woul be encouraged to emsreise
ite Mull righte ineluding the appeimtemnt of itz rejressmtative to e
foard of Directors, an exsrcise from whigh the lel.Ce hag mereifully
doaisted during the past few Jears. Jaturally, from all this, the
abelition of the Nasaging Ageney sywtem is held to follow.

In the coneluding paragragha the old position in regard to the
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prevention of growth of disparities and possidilitiss of restraining

incomes and standards of comsumption is offirmed and a oeiling on

urban inecmen 1s suggested as being a proposal worthy of exsminatisn.
dks the Beshans, the Flaming Coomission has evidently learnt

nothing and forgotten nothing from its past fallures. The Pourth

Flan that it 1s hatching is likely, julging by this easay ioc e a

mongtrosity which will cumplete the already advanced ruin of the eecnamy

and the hopes of our peoples



