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1 Rising Prices

Reserve Bank's Report on Currency and Finance for the
year 1960-61 - Economic Adviser's general index of
wholesale prices (Base : 1952-53 = 100) showed a net rise
of 7.2 %-se=tdffefon top of a rise of 5.8 % in 1959-60.

4 Rﬁm’, cost of raw matérials aml labour prices resulted
in higher prices of man tured articles (cotton and
jute). Food articles no longer to blame. (Ind.Exp. 21.8.1961)

H. V.R. Iyengar (Times 27.7.1961)"It was impossible to ignore
the fact that during the last five years, there had been ,,
a continuous increase in prices at the rate of 6% per year.
At no point in the Second Five-Year Plan had there been a

reduction ™ ipmetperrems

Plan : "The Second Plan has been characterised by a persistent

upward trend in prices ‘tireugi-of-course—part—of—the-rise
inprices was a corrective-to the earlier decline. Over

the five-year period, the rise in the eral index of
wholesale prices has been about 505‘:( 2/ 22)

{a)
2 Stagnant income ofylandless labourer, b

Second Agricultural Labour Enquiry Report laid on the
table of the Lok Sabha on 21st December 1960 shows
agricultural labourer in India generally suffered a
decline in wages ard an increase in unemployment and
indebtedness between 1950-51 and 1956-57. -..(?"m......- e s fo ca)
Process now accentuated. R
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(b) industrial worker
Nanda in Lok Sabbe 11.4.1960 "Between 1939 and “7

the standard of living of the workers had declined by
25%. By 1951 they had just covered the lost ground.
By 1955, the real wages had increased by 13 per cent.

IBut since 1956, when again prices started rising, their

gains have been to an extent wiped out." /New Age-

(¢c) Lower middle-clase actually gomJnih in life

(d) Who then has benefitted from Plans?

Only new ruling class and their satellites, State
and few private monopolists.

Bankruptcy

Foreign exchange reserve'down below safety point.
Total credits obtained as a result of all agreements
with verious couptries Rs.1750 croree (approx.)

26-1. 69

'I'hJa\ measure our obligations to repay plus
interest. ; .
et sl /f = -:f- //”’ - * & ie
g7 ,_.;_{ Fla At Bt TS 12_54_ CAA Nl
Future mortgaged T i

But exporte stagnant
_Rake's progress
| Prof. Galbraith's gentle reproof : "“Borrowing is no

L— substitute for earping by exports...l venture to
think any friend of India will view with concemn

the rather uninspiring behaviour ndimAn the /exports

last five years." - Implications.

]



Plan itself anawers

1, More investment

2. Greater productivity i.e. (efficient production at low cost)

3, Export (or perish)
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B:,f’ {a‘uotagm; éldl of them.

Quote Prof. P.T. Bauer of London University ('Indian Economic
Policy and Development', George Allen ani Unwin Ltd, 1961,
which provides striking vindication of S.P.'s attitude to
plansing). (pages 97-98)

(]

There is the massive expenditure on heavy industry,

when the economic demand for its products is highly
problematical; at the same time there is the neglect

of education where the needs are evident and pressing

and can only be met by Government. There is the com-
paratively small expenditure on agriculture, and also

the restrictions on the movement of agricultural products,
in the face of the manifest, urgent and indeed desperate
need to increase agricultural productivity and to axten'ﬂ_
production for the market, There are the severe res-
trictions, or complete prohibitions, on the supply of
certain categories of both imported and even locally
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produced consumer goods, in the face of the urgent
need both to raise living standards and to provide
incentives to agricultural production for the market.
There are the restrictions on the extension of effi-
cient industrial capecity and the subsidigation of-
and-of —cooperative-
~produetionand distributien, in the face of a menifest
need to economise resources and satisfy wants at low
costs, and in the face also of official statements
on the importance of industrial progrees and the raising
of living standards. There is the exclusion of private
Indian and foreign enterprise and investment from a wide
range of industrial and commercial activity, in the face
f the urgent need to encourage viable economic activity.
&rﬁ is the neglect of roads, the official restrictions
on the\establishment of road transport enterprises, and
on the meyement of sgricultural products, in the face
of the urgént need to widen markets and to facilitate
the movement &f men, ideas and commodities. There are
the severe restriqtions on the establishment of sll
enterprises, in the™face of the need to widen opportu-
nities. AN lege meamires——and—po im—ﬁm
idVersssy—-tre—staordard o 171113 but &1 80 Test Hre

g LeN Tl 8 QEmang = e OUlH O Lne—axXpensive ApEe1-5Y

aRGeTr—the—hravy iTndustm™ T-'l-_nqngg.\v

Persistence in

(a)

(v)

Incrm;id.treot and indirect taxation - murderous

Deficit finance - 550 crores
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(@ Priority for law and slow return heavy tries e.g.

4th Steel Flant
e.g. expenditure on each of the three steel plants

twice entire expenditure on elementary education
(Bauer 51)

cost of heavy industry programme of public pactor
exceeds entire outlay gflagriculture (Bauer 56)

While 70% of people,ompland jore than half (3/4
of 2/3) total inves'%!mnt of III Plan goes to
non-agricultural pursuits in public sector -

“Glantism --e.g. Atomi ray -
U.S.A. Atomic Slowdown: Six years ago the Atomic
Energy Commission predicted a capacity of 2 million
kw. of atomic-generated electricity by 1960. Last
month admitted U.S. would be lucky to bave 750 thousand
kw, of atomic-generated power capacity by year's end.

Economic facts disheartening. Cost of nuclear power
prohibitively high. Lowest about 15 mills per kw-h'
even most expensive conventionally produced electricity
costs only nine mills per kw-h.

But P.M. in Lok Sabha on 19.8,1961 : India to proceed
with Atomic Power §éneratédly "irrespective of the
cost factor,...even if it is not economical we have
to do it for tomorrow and the day after.” Nonsense.
We can benefit from world's technoflogical progress.

Reason dfvilled by Gandhiji years ago ~ Lettar(bf]'éf /)J“J?‘_‘)"f
Rajkumari dated 29th June, 1939 : "I have advised
you about Jawaharlal's invitation. In my opinien
the whole of his planning is a waste of effort,

But he cannot be satisfied with anything that is
not big."

No more crushing condemnation required.
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(lf/houmuon of State sector at-eli-eests.

Plen : "As compared to 1950-51, by the end of the
I1I Plan, the contribution of the public sector
will increase from less than 2 % to nearly a
fourth in organised manufacturing industries and
from less than a tenth to over a third in
mineral production," (Page 14)

H,V.R. Iyenger : Percentage of total investment in State

Sector :
I Plan 1. 21
II Plan : 53
III Plan : 58

Today people's enterprise accounts for 90% of gross
national product. Third plan offers it only 40% of
resources although "public projects have fallen short
of the target by 10 per cent while private enterprise
has done nearly 40 per cent more than its stint."

(Richard Fry, Financial Editor, Manchester Guardian
Weekly, January 26, 1961.)

This involves fﬂﬁeg—divanian of resources firom more
productive fields of economy.

) g
ﬁ’ Collectivisation of land - danger by no means over. (pa.ges
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Must Result In :

1. Inflation
Conceded by Plan itself.
= -ﬂ_mm‘:‘-}l‘jl'_iﬂ.dt g _f'

'iuf?‘i: is asmﬂ‘lb e e ——{pape—199
price level mm{;(tﬂsvremred or a) ismoderate
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"Price rigidity is incompatible with development and
some prices csnnot but rise.” (132)

2., Unemployment
Also admitted by Plan

Addition of half a million more to existing 9 million
unemployed by end of Third Flan.

3, People's misery through denial of necessities of life.

Conetant reiteration on need to cut down the comsumption
of consumer goods.

A4 A&
Comparable to K's new Programme - 1980 0/Z ANt
Pie in the sky.... jam tomorrow.

Last week in Momcow Mr. K, attended dinmer party and
boasted with ususl vulgarity about the capacity to
meke H. Bombs equal to 100 million of TNT,

At the end of dinner his autograph was requested on
menu, end Soviet ball pen given but ball pen would not
work, ﬁ. got out his own pen and said-"Mine writes.
It is . You have to recognise when a thing
is well made."

4. High cost economy.

State and private monopolies extorting "near-ramsom

priceg from consumers" (Shenoy - Times 8,6.1961)

~=wes- §ap between landed costs amd market prices create

large scale smuggling.

Penicillin : Import price 10 np. per million unitg
Pimpri price h.1:5 per million units

Indian steel no longer the cheapest in world -
Australian price lower.
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5. Therefore no exports
mfum ard incentive to

exporters not provided (Shastri rejected omiyswibesmative)

b a.é. Sugar - Indian sugar Rs.TOO per ton
World price Bs.400 per ton

then exporte only possible by communist techniquel of

M ard dumping goods abroad below cost.
That is exactly what Plan comtemplates.

"Domestic consumption must be held within reasonable
limits with a view to creating the surpluses for exports".
vitus (Plan - pg.137)

Compare Chinese export of Rice .uadr peaaan,ﬁstarving.
o S R T

HJ—L'—‘L——\
ignca greater dependence °“im_m;LLLl¥'
] 1 '.'- el
! Examine present position. e.g. iron ore ¢ f;ra : ;2“&/ g '?’r.
F Gy \#M‘(ML
Svir—SrE Hagg}upaa ore. decline,
hw
Railway( load dic in :Gﬁxtholwh ope: if"j‘ L‘[Lbﬂy)j: e f‘ﬁj
State Bank'y loadsd:.cd in favour of Railwayg_ /! o / =
;‘l-h. Jid' L . -1""-"&5.#‘:" 1—+r-:- nEtalis ‘\'J’ Py
“‘ "‘Zc‘ﬂ..ﬂ% Frvdufnt s “} tots .
Effort Il'ill faﬂ. :

Why should world tolerate our dumping at cost of their
own industries?

<9



o

II1

r ;)r -

Why this perversity? W,,_ B

Third Plan resds like jnsanity Pair — )‘i’/;/z ey pf__{_

Criticism mot _against planning as such but against
parvlarsa plannin.g

Why does Flan set out correct objectives and then does
every thing to defeat.them?

e l-g o b L.:-:'M .

Answer is that this is pot a Plan of economic development

Bauer :,"The persistence of patently inappropriate
policies in Indian planning suggests that its
' aim may be other than the promotion of eco-
| nomic advance." (Page 102

/| "In Indian planning there is such an overriding

| saim : the establishment of a socialist society....
It is the pursuit of a primarily political aim
in an intellectual climate permeated by over-
simplified economic ideas, which explains the
paradoxical and costly policies which a poverty-
stricken, materially backward country with a
large subsistence sector can ill afford.’' Indian
economi¢ policy promotes a highly centralized,
closely controlled economy, and also results in
a particularly wasteful deployment of resources
and retardation of their growth." (page 104)

("Thus in simple language the merit of
industrialization is primarily political, in

that it enables the Government to dominate the
economy chiefly to expedite socialist transforma-

| tion s ie—words_ofthopaasage~dnatoiteds and
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socialist transformation if a standard term of
communist economy. This aspect of industrialization
; 15 familiar from experience in the -‘x(n;iet ::t;gntﬂan.
[ yé / )fjl g ’ﬂ‘l{;\ I‘;l{.ip n“-p.." p) fl'""-h-jt.&;..\_ — ‘»I(;M'af.l;-r 1...:'\‘_‘-,;) /4/
‘}]I-iﬁ:‘/: It is a Plan to force State capitalist pattern on the
; country without its knowledge.

| yif .::w Hence m-ﬂmd in plannar 8 md{:_o:fq
{ %h""fﬂ? JL-,-, Hr. Andrew Shonﬁeld, economic correspondent of The Obgerver:
I gl "It is a Soviet type plan.....and It is a Soviet type
;_::,H'"a e plan which errs towards Khrashchev rather than Malenkov;

- ’f/ the consumer gets a very amall look-ine" (Bauer 106)
J"-. L __' J

¢ Stupid to copy Russia in entirely different circumstances.
/ e.f. Ruaaia in 1919 too much land too few peopla

Because of Communist doctrine of Horld! revolution;
I Soviet handy turmed againet world amd world tumed
! against Soviet - Hence need for Antarchy or self
U J sufficiency.

‘ -
But we have world helping us in an Aid to India Club.
=plarmed-te—helpr-us .

,’ 3 , Still Plan obsessed with - pages 24, 26, 29,
E-cf"/q” 48, 50, 107, 116, 138, (Better research would at
least double the referances.) Idea of self-sufficiency

in ten or 15 years ridiculous. We shall need foreign
capital for a century and longer.

[@a L. Mehta (Times - 20.1.1961) "It is now
recogni t the need of foreign exchange is not
an occasional re operation, but a continuing
phenomenon necessary to ensble emergent countries
to have development with stability "

I e Treyerse % é_f =
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National economy placed in strait jacket by famatical Marxists
Country faced with
(a) Over centralisation

State's righta will wither wmway

. Decentralization emphasized in literature on Plan but

o it does not refer to decentralized decision but only
to decentralised execution of decisions taken centrally.

(Bauner page 123)

(b) Concentration of political and economic power endangering//,
(1) Smitwighto-inelndirg—Pundamental rights ﬁ"& &> ‘_{

(11) ~Sroeier—of- Parliamentary Democracy itself,

Avout 52% of Indian people own some land * that is in danger.

There are millions of industrialists, traders and artisans
and professional people 'self employed.

Their livlihood and individual liberties are in danger.
If Indien people waken to the danger, they would defeat

« attenpt to put them in strait jacket of monopoly,
| State capitalism at behest of Djilas' New Class,

VAl
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