3 ’:.u-"' ger the Plan, the faster the progrees” is an assumption ?"___

2n r'r;

i ire those assusptions correct? In it renlly true that s bigger Plam
. ‘means faster progrese, s smaller plen less progress snd ro plan no progress?
k In order to essey sn answer to these guestions, a guick glunce &t the busic

~ facts sbout our ecopomic eondition today would be helpful,

e Sl 1L
m > This shows that the ; ter Balsnces of “.1,402 crores left to us e 5
" by the Byitish have otoly wiped out, that our forei m indcbtedness
-‘Exm has gone up to nhout k.2,800 crores, that our dependence on foreim ald
@ has gone beyond all reasonable proportions, that the domestic purchasing
?PE power of the Mupeo is equivelent to 14 paise of the prewnr coin, whils its

P eslue 12 e world is sbout half of its official srice, that prices . -
_~ mye constuntly rising, capital mirket hes collupsed,” that there is ey 5 o
~ mo forelgn exciange with which to secure imports sesential for our industries
1 and other meeds. The over sll plcture shows that as & nation we import sore i
| & than we export, we consume more than we produce. Ye ure on the varge of B

bankruptey.

The question thut arises i: aa to the extent our olight reflects the
impuct of the ‘ive Yeur Flane on owr ecoromic 1life snd development.~
L
F ql is well known, each ‘ive lesr “lans huas been Pigger than the ni
ans. The total investment in the Firet Plan was i, 3,360 crores, in the
socond 2,6,831 crores; the targotted investwent in the Third Plan 48 M
e orores; snd the propossd investment in the rourtn ilun is &, 19,
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t the target
First Flan diodnaimmofis.smww
::'.ﬂ.s nnmﬁm. e second Plan ylelded an increase of 14.1 million
tona agrinet the targot of 14.9 sillion tons, while the increase during
is espected to be only 11 million tons ugeinst a target of

differ-nt resu.lts.
%he indices of industrisl production do not whow very

Ag sgeinat & bage of 100 for 1950/51, the indes of industrisl proluction &t
the emd of the !irst Plan had risen satis( ctorily to 199, The target for
the Second Ylan was 207, but the figure veached wae 195, ™e terget for

v Agninat a targetted incresse of 12 percent in the nationsl income
ing in incresse 4.pine the *irst Flan, the sctusl rise was 18.4 percent, giving » welcome
+7 percent surplue of 6.4 percent. This pattern soon chinged for, in the ‘econd Plan,
over four years. 28 sgeinpt a target of 25 percent, there wus & rise only of Z) percent in
the national income, with u shortfall of 5 parcent. "The poaition in the
Third Plan bocame such worse since, ss sguinst a targetted rise of 34.4
pereent, it io estimated that the sctual rise will be of the order of 23
percent, resulting in a shortfull of sedsse—di== 11.4 percent, o lese than
a2 third of the hoped-for rims in pational income,

& Is 1t not clear from these ofliciul figures thet the bigger the Plan,
the alower the r.te of grovth of the esconomy snd the bigger the shortlfall in
industricl osnd agricultural production? 'The ratio of our progress has in
fact been in inversze ratio to the ice of our :ive Year Plens. It would be
an error to think that this corelation is accidental or that it may be
incidental to faulty implemsntation of the Flans, which is an alibi of ten
advanced. There is reason to feur that thies correlation i# inherent and
ineviteble, nnd that & big ~l:n mupt mesn vlow progrese because of the

- grenter diversion involved of ncarce resocurces from more to leas productive
\.} inves\ment,

“he reason why resources thet are drawn within these “lens are likely

to yield lower re‘urns than if they had been left free in the pockets of

. the people 1s thet we have been indulging in four fallecies. The firat of
these ia that we #s a netion may apend money that we do not possess, Thie
refusal t5 live within one's mesns, to cut cne's coat nccordin: to the cloth,
involves dsficit finence in many other waye than the rrinting of currency
notes, which is only the simplest wnd crudest of them. Thie vesults in
inflation, with rising prices nnd with all ite mnti-sosial implications,

The gecond fallsey is thet, not ngriculture, but the wanufscture of
1 stecl mad mschinery is Indla's basic industry, -hich must take priority
over the consumers' needs. lence & wrong order of priorities. While the

! fir=t "lan was sound in putting agriculture first, the second

; . and Third Flun

“1' provided for the allocstion of investsant to & disproportionste sxtent %o
L



Im ther =nd
hoavy industriea, while sgricul ture, cue—b-ate—intessPyy

the :::1; of the infrastructuro through the provieion of water, tronsport,

comsunie tione ‘nud power W&’ Thabbily neglocted. Cince stesl is the :

most capital consusing snd the le-ot labour-intensive of <1l industries, :

these ilsns have failed to give projortion:te returne in either -plo):n

or production to mutch tho investrent, Hence the Meagsing in the r«

of growth, sxd hence sguin infl tionm.

The third fallacy is that Government cnterprises should produce more
and more, the people less .nd sess. Hence, while these <lons mﬂnlg
collect, in the fomu of taxes .nd loans, resources for the vtste sector,
the free sector ie left to lend for it:elf by reising money in the murkot.
The alloo«tion of resources shows a set pattern, despite the failure of
the utate sector to Tulfil its targets, of & lurger and lerger «s=se slice
going to the . tate seotor, leaving » dwindling balunce for the free sector
of the economy. Thus,/in the i'irst ‘lan, the shars of resources
sllocsted to the Ttate sector wae 46.4 percent, it rose to 54.6 percent
in the Second ‘lan, and 60.6 percent in the Third flsn. It ie now
propossd to raise it to 65 percent in the ‘ourth Fl'n. The wastelul
nature of this invesiment can be judged from the figures av ilable in
regard to 46 Governmunt-owned compsnies (along with two subsidisries) for
the yeur 1962-563, which had a capital employgd of w.1,294.11 crores. The
net result of thelr operstions was a loas of 12,33 crores.

The fourth fallrey is thet the ‘stionel /lunning Coumiznion and the
Uovernment should heve the right to dictste wh t shall or shull not be
produced and at whet price it shall be sold. Thie hae cre:ted a Command
Sconomy which is nod!’f'lled on Soviet Plunndng wnd hes little in comson
vith the “indlcative plunning of Frsnes and Sritain, which is advisory
snd voluntsry in its nature. It hus also created a veritabtle jungle
of rontrols, licenods mnd permits, which k11l incentive and bresd
uurﬂption.

What then is the way out of the zess in which .e find ourselves?
"0 mo the answer seoma inescapsble that what is e:lled for is the
abandoning of the Four Fallaciea referred to asbove =nd a radical
reversal of the feulty economic policies ‘nd plans in which we heve
indulged for the last te. years. This cannot bo dome overnight,
particulsrly with a Uovernment ns lecking in decisivoness wnd @& wrnse
of direction us the ono this country is Llensed vith at present.
Whnt ia impediately necessary, thorefore, is & poute = 2 period of hoart-
searching, of introspection wnd of Airection finding ®o that as Mr. 8.K,
Patil, See Union Minister, suid the other duy, wo may get out of the
"blind slley" we ’ind ournelves in.

‘& esrly u8 Harch 22 this yeur, opening o discus-ion on the Pfudpet
in Porlissent, I had urged the mneed for making the Third iive Ye r Plun
& Seven Te.r Flan, thue glving the couwntry & bad e
Deliin; frem pesnies" . Aok ok e Sk o e
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Jooularly to regerd
rom rkod, ﬁanm"plmﬁumuh*thomuﬂ
any eriticism of thulr plana or sny suggeation for a psuse a;
"sn act of sacrilege?”/ I wm gled thet, in such sm—set—of b y

! belisved, the
find syself in good compiny. 1. raports are to be b
ﬁlﬂ pank, the country's beat #riend abroad, have given advice pointing
i{n the swme direction, =2nd no less a pereon thun the /rize finister hrve
made s similar suggestion, though it is likely to be publicly denied.

The implications of meking the Third Flun & Jeven yesr i’l--p would
be that: we would have time to fulfil the targets ol the Third Plam,
completing wnfinished business =nd jrojects and fully utilising 1!!‘1!“11.4
capecity; there would be no additionsl wasteful investmen‘ in the State
sootor for two yoars; ind Shet there would b time to think things over
and get a better sense of direction. cuch = /lm holiduy osn also be
utilised for progresgive decontrol and the gutting out of & lot of red tape
in which we have enmeshed ourﬂrlc It would give time to concentrate
fou—ive—e—re on ugriculture, roads snd power - essontial clemcnte in
the infrastructure which h.ve been wilfully neglected all theee years.

I venture to suggeet that the yosults of this step would be, within
a poriod of two years, nothing short of miraculous. T™he first »nd most
striving remult wou!d be that the stopping of wmproductive expenditure on
new projects would (scilitate the completion 'nd fullér utilisation
of Third Plun projects at different stages of completion.s Trie—weuld—have—
Sedivoue bie incom—genentine—aicant, Cigll o utilis tion of capicity
would result in incrensed production which in turm would have = f.vourdable
izmpagt on the price lovel, Incressed production woul incresse the tix
roturne at the existing level of tuxation. /= there wou!d be no frash
investment on new projects, this would fecilit te = cut of 30 percent to
be mude in expenditure and the tax revenues requirsd. Thie in turn would
make it poesitle for the incidence of =1l tuxes, both direet und indivect,
1o be halwved.

The secorndi result would be thit more money would be left in the pockets
of people for saving. With sppropriate changes in the interest rates,
those savings could be channelled into productive investment, This would
lead to & tremendous spurt in industrisl activity, the like of which this
country hes not seen for many a year,

Th thirt!_t'em_zlt of & Flun holiday would be that additionzl purahnoing
power would be left in the pockets of ugriculturists and the rural pojulstion,
Through cuts in excise duties :md decontrol, the agriculturist would get
more ssnulactured goods by selling a glven quantity of hie producte, This

hou.lh: 90rve &5 mn incentive for him to produce sore and bring more on the
market,

Ty o Sansas e - b - - B
Jur rate of grosth would accelsrate, the ive of the
;:h ::uld epand and everyone of our people would get » bi{mur slice.

“idep this, the paltry achlevemmts of the Second and Third Pline would
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| taske md small minds mo 111 together, There are too many ;
pﬂph‘:a kwy posdtions who logk fnith in the peosle, dering, imaginstion )
agd vieion, There hes beem » nig ling sttitude to proaperity snd ‘he
enjoyment of the good things of life that s sueceeding in driving swmy

pelontists, educ:tionists, engineers, dootors and surses in & regular
f1ight of trient ‘rom this country where they find that talent no longer
aspre-dated.

Our adsinistrstors ad leglslators impose S{ling after csiling.
Hoving successfully leglslited a ceiling on 1and holdings end on rursl -
incozes by mending the -unstitution, the damand is up thut there
ghould nox be ceilings on urhsn we.lth cnd incomes. free countr needs
no ceilinge. Je want the [loor to rise but, so fur ue the aspirotions
of our people ure coucerned, the sky should ba the limit,

Uur sovernment tvlks a lot about scisnce snd technology, tut here
ag.in thay are essentinlly restriotionist ani reacticmary. They bolater,
und sink huge ssounts of carital im, an on'moded method of tr.nsportation
like the pdlv yo at & time when rallwsy limen wre being pulled up by the 3
mile in other cowntries, but they hold ‘own the builiing of rosds snd e
rond tripsportation which is the modern twentieth century method of surface |
tramsportation, They try to hold back ‘the use of diemel oil at a time 4
when @osel i fust recl.cing petrol in 1 rge we-gsure in other parts of :
the world. unly the other day, the wise men in the terg ‘urvey Committee
avpoisted by the Union Ygvernment omme to fhe conclusion thut coel, which
belongs to the ninteenth contury "age uf‘gzznll power”, sheat® otill b
the beat source of emepgy for India «nd that we need not mo0 in too much
for an oil and petroleum-nrionted economy'! Ilaving alpe dy given us a
taste of the Caravelle and Soeing, the Indim Airlines Uorporsticn
12 now seriomsly & of going back to the Ilyushin 18, which is
un ontdated tur tub =~ a plone on which aven .ub: «nd Ghamn, {rimds
as they are efﬁcn‘ist Union, are turning thair bicks,

In plice of ruch a mentality, we want the broad aweop “nd dynsaiss
of the mun who brought sbout the German Mirscle and who, -F-.t. 4 time
when his country, like ours, w:g bound l:'nd snd foot in red tupe and
con'rols, geve the stirring eall which should be ouy wstohword toduy:
"let the men and money loose sad they will m ke the country strong,"
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