BIC PLANS — SLOW PROGRESS

By M. R. Masani, M.P. . _
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. > This shows that our Bterling balances of Rs. 1402 B A
xry crores left by the British at the time of the Transfer Ry, ]
£ ¢ of Power had by March this year dropped to Rs. 86 g L

; crores, while by June 11, they had sunk further to N

Rs. 73 crores. Our foreign indebtedness, which on
. March 1961 was of the order of Rs. 761 crores, had
gone up by March this year to Rs. 2192 crores. Our

0 repayment liabilities have correspondingly been

' rising, it being estimated that no less than one sixth
of our total exports during the Third Plan will have
to be dedicated to this purpose while, of our export

. eamnings expected during the Fourth Plan, no less

% . than 28 per cent will have to be allocated to repay-

ment of loans and interest.

Our dependence on foreign aid, which in itself is
a legitimate and good thing,has gone beyond all
reasonable proportions. While external assistance in
the First Plan was 5.5 per cent of the total invest-
ment, it was 16 per cent in the Second Plan, and no

i less than 28.5 per cent of the total investment in the

Third Plan is allocated to external assistance.

The domestic purchasing power of the rupee has

been steadily shrinking. It is only 14 paise of the
pre-war Rupee. The external value of the rupee as
quoted in the world’s free markets is today, about half
of its official value and one can only f{\ a dollar for
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we may dislike the thought, it will hefore long beconie

inevitable if current policies continue.
(o

llapse of the capital market, the curre
ueeze and the morat

r industry will gradually grind to a stop.}
The over-all picture shows that we as a nation have
been consuming more than we produce and importing
more than we export.

India is on the brink of bankuruptcey.

The question that arises is: to what extent does our
plight really reflect the impact of the Five Year Plans
on our economic life and development

s in shaping

s is well known, each Five Year Plan has been
bigger than the previous one. The total investment
in the First Plan was Rs. 3360 crores, in the Second
Rs. 6,831 crores, the targetted investment in the
Third Plan is Rs. 10,400 crores and the proposed
investment in the Fourth Plan is Rs. 19,975 crores.

When we turn to the results of these Plans, we
find that, while the First Plan exceeded its targets, the
Second and Third Plans have failed to fulfil their
promise in all significant respects.

In regard to foodgrain production, on which our
whole economy is reared, the First Plan yielded an
increase of 15.9 million tons against the target of 11.6
million tons, or an excess of 4.3 million tons. The
Second Plan yielded an increase of 14.1 million tons
against the target of 14.9, or a shortfall of .8 million
tons while the increase during the Third Plan is ex-
cepted to be 11 million tons against a target of 19
million tons, or a shortfall of 8 million tons.

The indexes of industrial production do not show
very different results. As against a base of 100 for
1850/51 the index of industrial production at the end
of the First Plan had risen satisfactorily to 139. The
target for the Second Plan was 207 but the figure
reached was 195. The target for the Third Plan was
329 or an increase of 68.7 percent for five years. But
the index touched 25 percent in 1964-65 showing an
increase of only 31.7 percent over four years.

Thus, against a targetted increase of 12 percent in
the national income during the First Plan, the actual
rise was 184 percent giving a welcome surplus of
64 percent. This pattern soon changed for in the
Second Plan, as against a target of 25 per cent there
was a rise only of 20 percent in the national income,
with a shortfall of five percent. The position in the
Third Plan became much worse since, as against a
targetted rise of 34.4 percent, it is estimated that the
actual rise will be of the order of 23 percent, result-
ing in a shortfall of no less than 11.4 percent or one-
third of the hopédifor rise in national income.
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SWATANTRA PARTY 2

How poor has been our rate of growth can be seen
from the fact that, while the rise in our gross national
income during 1959-62 was 5.8 percent per annum,
according to the Monthly Bulletin of Statlstu.‘S_nf the
United Nations. the rise in the gross national income
of Pakistan during the years 1959/63 was 6.8 percent,
of the Republic of China(Taiwan) 14.7, Israel 16.6
and Japan 16.8 percent.

Is ]itpnot c]ca:P from these official figures that the
bigger the Plan, the slower the rate of growth of t!le
economy and the bigger the shortfall in industrial
and agricultural production?

The rate of our progress has in fact been in inverse
ratio to the size of our Five year Plans. It would be
an error to think that this correlation is accidential
or that it may be incidental to faulty implementation
of the Plans which is often advanced as an alibi.
There is reason to fear that this correlation is inherent
and inevitable and that a big Plan must mean slow
progress because of the greater diversion involved of
scarce resources from more to less productive
investment.

The reason why resources that are drawn within-
these Plans are likely to yield lower returns than if
they had been left free in the pockets of the people
is that we have been indulging in Four Fallacies.
The first of these is that we as a nation may spend
money we do not possess. This refusal to live within
one’s means, to cut one’s coat according to the cloth,
involves deficit finance in many other ways than the
printing of currency notes which is only the simplest
and crudest of them. This results in inflation, with
rising prices and all its anti-social implications.

The second esnse is that not agriculture, but the
manufacture of Steel and machinery is India’s basic
industry, which, musé takep priority over the consu-
mers needs, Hence a wrong order of priorities. While
the First Plan was sound in putting agriculture first,
the Secend and Third Plans provided for the allocation
of investment to give disproportionate extent to steel
and other heavy industries, while agriculture and the
building of the infrastructure through the provision
of water, transport. communications and power were
shabbily neglected.[Sin e steel is the _mest capital
consuming and the leagt labousfitensive of all

| The importation of
this stalinist bias in our national planning in the
middle 50s in totally different circumstances from
those that obtained in the case of the Soviet Union
in the early years of its existence, has been nothing
short of a major disaster.

Professor Mahalanobis himself has admitted that
an investment of Rs. 1 crore gives an output of Rs, 57
lakbs if invested in agriculture, while the output on
the same investment is Rs. 83 lakhs in consumer goods
industries and only Rs. 19 lakhs in heavyv industries.
Thus, the capital-output ratio for agriculture is 2:1
for consumer goods 3:1 and for heavy industries 5:1.

Pointing out that the motivation for this pattern of
planning has nothing to do with popular welfare but
has a great deal to do with the glory of those in
Lin developing countries, M _Colin Clark,

minent economist, mentions Prime Minister Nehru
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