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That the rate of growth of the Indian economy is in inverse ratio to thg 3
size of the Five Year Plans was the proposition advanced by Mr. H.R.Ha:ani, f. s
General Secretary of the Swatantra party, while addressing the Rotary Club o

Bombay this afternoon.

Refuting the fallacy that the rate of growth was proport?onate to the si;e
of the Plan, Mr. Masani pointed out how, in point of fact, while the outlay o
the Second Plan was about twice that of the First and that of the ']-?hird Plan
three times that of the First Plan, the progress made during the First Plan had
been the fastest and there had since been & consistent decline.

The speaker stressed that the rate of growth was not proportionate to the
funds invested but to the degree that aveilable human and material resources '.j'ere
effectively utilised. A bigger Five Year rlan meant slower progress because it
diverted resources from more to less productive purposes.

The reason why the Second and Third Plans had produced this unfortunate
result lay in four fallacies inherent in the present pattern of planning. The
(& first was that we as a nation could spend what we did not possess. This led %o
deficit finance, inflation and rising prices.

The second fallacy was that it was steel and machine making, and not
agriculture, that was India's basic industry which must take priority over the
consumers' needs. By concentrating a disproportionately large proportion of
resources on steel and other capital intensive industries while neglecting
agriculture, roads and other labour intensive projects, the Second and Third
Plans had created a lag in employment and production, The importation of this
Stalinist bias in our planning had been a major disaster for the country.

The third fallacy was that in each succeeding Plan, the State was expected
to produce more and more and the people less and less. This was a perverse
attempt considering that in each Plan the State sector had failed to deliver
the goods while the free sector had exceeded its targets. An analysis of 46
Government companies showed that in 1961/62, against a capital employed of
Rs.1294 crores, there had been & net loss of Rs,12.38 crores.

& The fourth fallacy was that the National Planning Commission and the
Govemment had the right to dictate what should and what should not be produced
and at what price it should be sold, VWhile this was in line with the "Command
Econm?ly" of communist countries, it was quite different from the "indicative"
planning of democratic countries like France and Britain. Alongside of this

d1ct;ai.;ion and distortion of the economy, there was a plethora of needless controls
and licences, producing disincentives and corruption.

Turning to discuss how the country should find its wa

‘ ; : y out of what Mr.

:;5-5::110}2: rightly described as a 'blind alley", Mr. Masani said the only

- iody a :indon tl‘ze?e four fljillacms and undertake a radical reversal of

3 Gwarmz::;ol; policies. This could not be done overnight, particularly with

e a:;de the one the. cou.t}try was blessed with at present, which lacked

i g auggestioa sense of dlrect::on. A pause had, therefore, become necessary,

o Four:hwgs that theﬁThJ.rd Plan should be made into a Seven Year Plan

e lan should be postpomed, This would be following the

ShoRs it likeev o resorted to a similar expendient when faced with a Flan
; those of the Third Plan, had not been fulfilled. Mr. Masani

said he was glad that .
Union Minister, in what had been described as"en act of sacrilege” by «

he "
Eriend-atsbey’ L\rﬂz"-"ihﬂﬂ“ in good company with the World Bank, India's best
ines, ¢ Prime Minister was reported to be thinking on similar

Referring to th i
€ reported opposition of the Planning Commission to the



O

Prime Minister's line of thinking, the speaker questioned the right of

members of the Planning Commission who did not have to face the electorate or

to snswer for their actions in Parliament to hold up the progress of thﬁ country
in this mammer. In his view, "that collection of cranks and c}}arlatans should
be dissolved and replaced by real experts who would act as advisors and not as

a parallel govemment.

The results of & Plan holiday for two years would, in Mr. Masanifa view,
be nothing short of miraculous.. The stopping of unproductive e:;perx.ilture on
new State projects for a period of two years and the fuller utilisation of
existing capacity would enable a cut of 30 percent in expenditure and in the
revenues required. This in turn would make it possible for the incidence of
taxation, both direct and indirect, to be halved.

There would be more money left in the pockets of the people for savings
which could be chamnelled into productive investment. This would lead to &
tremendous spurt in industril activity, the like of which .the country had not
seen for many a year., Additional purchasing power would be left in the pockets of
the rural population. Asgriculturists would have an incentive to produce more
food and bring more on the market.

The rate of growth, which had been slowed down by the Second and Third
Plans, could thus accelerate. The size of the cake would expand and everyone
would get a bigger slice. Beside this, the paltry achievements of our Five
Year Plans would pale into insignificance.

Claiming that this could be done, Mr. Masani gave the example of Ceylon and
referred to the budget that had been introduced the previous day by the new
government therc. "Are we less intelligent than the Ceylonese people?" he asked.

"Big tesks and small minds go ill together. Ilost of those in office today
suffer from a luck of daring, imagination and vision and from want of faith in
the. people," said Mr. Masani., "They have a niggling attitude to prosperity and the
eth_Jment of a good 1life by the people, which is driving away our best scicntists
engineers and doctors. They can think of nothing but ceilings, but what is ’

required is to raise the floor. The skv should be the limi s
aspirations." y e the limit for our people's

= 'Hhilef the Govermnment talked a great deal about technology and science,
elr attitude on technological issues was restrictive and reactionary. They

supported outdated railrsods against modern, twentieth century form of road

:z‘ai}sliparjcatiou. They relied on petrol agiinst diesel and on coal, which helongs
€ ninteenth century "age of fossil power," as against oil,

¥, 112 Ei:ciaoi z}us narrow., restrictive and unimaginative kind of leadership,

s e ‘I: eldwaa to take up‘the stirring and dynamic call by Dr. Erhard

s orld War II when his country was in a similar plight t0 urs: 'Let
and the money loose and they will make the country strong.'

betlg.....

(M. R. Masani)
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So, at. ;
Som, i, I, s
Minister told

the nation in his broadcast. What
he said then was very sensible,
But then, why was this de-
nied earlier? ‘When some of
us sald It, why were we told
that we were talking in lgnor-
ance? Why did nol Govern-
ment then put its house in order
and avert this declaration of
bankruptcy—because that s
what devaluation is—a confes-
slon of failure, a confession of
bankruplecy ?

REAL ISSUE

‘The real issue is not whether
devaluation is good or bad
That is like asking—s a sur.
geon's knife good or bad ? Thess
are things that are neither good
nar bad, They are neutral. They
are instruments. Devaluation is

_.like a surgeon’s knife or a
strong drug. They are good if
the disease requires an opera-
tlon or a strong drug and it
they are used by qualified sur.
geohs or doctors, They are bad
if they are meant to tide over a
temporary crisis and then the
‘patient persists in his bad old
wiys. They are bad If they are
put in the hands of quacks.
| The real issues are two: What
‘hiis brought about the debacle
and what are the causes of de-
{valuation ?  Secondly, how do
jwe seq that the eacrifices impos-
‘ed on the people by this act are
' not wasted? How do we see
that there is not another deva-
luatlon within  two or three
years 7

Let us start with the causes

 was: “Let us

mob!
ces”  “Mobilising” resources
i o;'tﬁ o and
15 !
the pocke i
be productively invested
the unproductive coffers of the
Government. This bas diverted
such amounts m the Eke:;
of the people e pocke
Gcmmrl:nt that our production
has fallen, both in agrieulture
and industry, and we have come
to our preseni plight
Finally, there were excessive
controls, controls killing enter-
prise, fostering corruption, creat-
ing profiteering and Import
licences, which Professor Shenoy

has rightly deseribed az “the
biggest portfolioc of politica)
patronage.”

SWATANTRA PROPOSALS

The Swatantra Party has
made five or six concrele pro-
posale to pull the country out
of the morass. The first of these
propogals is a clear commit-
ment by Government that it
will  eschew all inflationary
palicies of every kind, that there
should be no deficit financing
or overdrafis from now. Un-
fortunately, even after devalu-
ation, this has not been prac-
tised. The Finance Minister an-
nounced at the Chief Ministers'
Conference on 18th July that the
States had overdrawn during the
lnst three weeks  before July
18th no less than Rs. 20 crores
from the Reserve sBank

The second thing is a drastle
reduction in eivil non-develop-
mental expenditure of both the
Union and Siate Governments
@ complete stoppage of this
wasteful  expenditure at the
secretarial level. The amazing
thing is that, instead of stopping
all recruitment 1o the ejyil ser-
vices, the Government has done
exactly the reverse. In the|
newspapers on 1st July, one Tawy
a fantastic announcement : "C.'-m','
ernment has removed {he ban
on the creation of new posts |
which was in operation for the|
last five years as a measure of|
economy.”

Thirdly, foreign loans in which
we have induiged too much, like
erutches, should be restricted to
essential purposes. Those Bh5en-

tial purposes are two-fold. One
15 th_c EMErgency purpose of
bringing in imporis that ean
keep our agriculture and incdus- |
try going to ‘make up for the
yMess into  which the Govern-
( ment has landed us The other

| long-term and permanent
& pose of foreign

date the

pur-
ald, Government.
loans, should be
building  the infra-structure—
water, power, transport, com.
munications, technical education
but nething more, i

Fourthly, we should

to-Government

T 5 consoli.
we have o
In hand before embarkin":kog
any new Projects., Let ys post.
pone any Fourth Five Year Plan|
Il we have put our house in
wder and ereated something
I what we have Invested,

no alternative, We feel that. even
on 4th June there was an al-
ternative open to our Govern-
ment. That alternative was: no
devaluation, no aid and no
Fourth Plan; or no devaluation,
a little aid and a smaller Plan
That was a self-respecting and
honourable alternative, Why
was it not accepted? Why did
we not go and say: We do not
want so much foreign aid, we
will do without it if necessary
but we will put our house in
order, become solvent again and
maybe, in a year or two the rest
of the countries will respect us,
the respect which we have losi
now, and they may come along
and say: “You have put your
house in order, now we will give
you aid” What came in the
way of our acceptance of this
policy 7 What came in-the way
was that the Fourth Plan would
not have been possible. And
to save this Plan, we had to
humiliate curselves, we had to
devalue our currency.

What is the Fourth Plan going
to do? Where is the money
that we are now going to get—
if we get il, which I doubt—
where is the money to go? The
project  aid iz to go into the
State sector, the most wasteful
sector of our economy which
eats up capital and gives noth-
ing in return. I shall quote an
eminent  authority, my friend,
Mr. Asok# Mehta, Our Planning
Minister said in Parliament on
17th May that 70 per cent of the
foreign aid would go to the
State sector. The Finance Minis-
ler reiterated this on 8th June -
“To the extent larger aid is
available, the prospects of a
higger public sector plan wil
improve.™

In case T am asked : "What is
wrong with it, why should it
not go into the State secior 7
my answer is: Because the

L=

do
cannot g0 v L
On the 27 Jm:;
papers reported ==
Minister in an Interview
Look magazine, a very
magazine not given to
ing and very friendly
present Prime Minister
years, wis anﬂazﬂih.
the correspond o
“If T feel that a d
Nehru's policies is ne
cause India's future calls
I will not hesitate to .
such changes” 1 was de
when I read it.

i

spokesman announced tha
denied that she ever
those words.

What does this mean?

What had she said
had said what any Prime
ter ‘of any country sho

proud to say and should
every day, namely, that if
interests of the country den
something, he  or she will
hesitate to propose i, A d
can mean only one thing.

only mean thal, even if tl
terests of this country de
even if the future of this
try cannot be saved othe

she will cling to her faily
policies ! It this is wh
wanis us  to  Believe,

indeed  she is unfit to b
Prime - Minister of ‘this
country. 7

That is why one is sadly,
en to the conclusion that |
is no hope for this eountr:
less this Government is th
out of office. There is
for this  coun unless
monopoly of power that thi
integrating party has no
Joyed for fifteen years is

The only solulion to ous
nomic problem is thus, un

-
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