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ARTICLES 

E C O N O M I C  D E V E L O P M E N T  

India's Planning Machinery 
by Professor Dr Bruno Fritsch, Zurich 

I ndia ' s  impor t ance  can  ha rd ly  be overes t imated .  
Poli t ical ly,  India  is the  la rges t  democracy  in the  

Wes t ;  economica l ly ,  it m ay  achieve  in a few decades  
a po ten t i a l  which m a y  be  of wor ld  impor tance .  India ' s  
economic  deve lopment ,  which is the  coun te rpa r t  of 

the coun t ry ' s  pol i t ica l  independence ,  m a y  the re fo re  be  

cons ide red  as the  most  chal lenging expe r imen t  or 

a d v e n t u r e  of our  time. It implies, among  o ther  things,  

the  t r ans fo rma t ion  of anc i en t  forms of life into new 
pa t t e rns  of society .  This  a d v e n t u r e  is not  on ly  
un ique  in te rms of qual i ty ,  i t  is also un ique  in terms 
of quant i ty .  

Quantitative Aspects of Economic Development 

The q u a n t i t a t i v e  aspec t  of the  p rob lem m ay  he  il- 
lus t ra ted  by  the  fol lowing facts, mos t  of which are  
k n o w n  as such, bu t  no t  a lways  wi th  the i r  economic  
impl icat ions .  Take  for ins tance  the popu la t ion  prob-  
lem: one  s ixth  of the  wor ld  popula t ion,  i.e. abou t  
480 mil l ion people,  l ive  on  the  Ind ian  subcont inen t .  
Wi th  an  annua l  inc rease  of an  es t imated  2.6 pe r  
cent  p.a., th is  f igure implies an  abso lu te  inc rease  
of more  than  12 mil l ion people  p.a. This v e r y  fact 
accounts  for mos t  of the economic  problems  of India. 
Two impl ica t ions  of this  quan t i t a t i ve  aspec t  m a y  
be  po in ted  out. Assuming  for ins tance  tha t  we in- 
c rease  the  consum pt i on  of g ra in  by  on ly  50 g rammes  
per  head,  pe r  day, the  p roduc t ion  of gra in  would 
h a v e  to inc rease  by  8.5 mil l ion tons p.a. This is 
app rox ima te ly  the  equ iva len t  of 10 per  cen t  of the 
total  Ind ian  p roduc t ion  of r ice and  wheat .  Or t ake  
the  l abour  marke t :  the  annua l  supp ly  of peop le  to 
the  l abour  m a r k e t  is more  t han  5 mil l ion;  suppos ing  
each work ing  p lace  has  to be  equipped  wi th  ma- 
chinery wor th  $ 200, t hen  we h a v e  to reckon wi th  
$ 1  bi l l ion annua l l y  jus t  to p rov ide  the  g rowing  la- 
bour  force wi th  an  appropr ia te  equ ipmen t  for the  
work ing  places.  $ 1  bi l l ion is app rox ima te ly  the  equi- 
v a l e n t  of the  to ta l  fore ign ass i s t ance  r ece ived  by  
India  annua l ly  dur ing  the  pas t  few years .  

T h e r e  are  some fur ther  facts which m a y  be  po in ted  
out, such as for ins tance  the  l anguage  problem,  which 
r ecen t ly  has  b e e n  sub jec t  of v io len t  d iscuss ions  and  
protests .  Moreover ,  the  va s t  t e r r i to ry  of India  is 
not  h o m o g e n e o u s  in m a n y  o the r  respects~ ac tua l ly  

there  are  e v e n  a few economica l ly  i n d e p e n d e n t  re- 
gions. The total  a rea  measures  abou t  4.5 mil l ion 
square  ki lometers ,  of which one  fifth is forest,  two 
fifths are moun ta ins  and  deserts ,  and  two fifths, 
i.e. 40 per  cent,  cu l t iva ted  area,  of which aga in  on ly  
20 per  cen t  is i r r iga ted  land. A b o u t  8 pe r  cen t  of 
the  cu l t iva ted  a rea  is used for gra in-crops  and  pro- 
vides  for the  se l f -suppor t  of the  producers ,  and  thus  
is not  i n t eg ra t ed  into the  marke t  economy.  

General Objectives of Economic Development 

The genera l  ob jec t ive  of India ' s  economic  pol icy  is 
the  inc rease  of the  social  p roduc t  pe r  capi ta  to a 
leve l  which would  not  on ly  p r e v e n t  the  s t a r v a t i o n  
of the  growing  popula t ion ,  bu t  would  also permi t  
such an  amoun t  of sav ings  and  capi ta l  fo rmat ion  as 
is needed  to f inance  the  fu r ther  g rowth  of na t iona l  
income wi thou t  fore ign ass is tance .  The economis t s  
call th is  the  take-off  s tage.  W e  should  keep  in mind  
tha t  this  ob jec t ive  implies e v e n t u a l l y  a r evo lu t ion  
of the  way  of life in all  of the  700,000 v i l l ages  of 
India, s ince it canno t  be  ach ieved  wi thou t  d ras t ica l ly  
changing,  among  o ther  things,  the  me thods  of agri-  
cul tura l  product ion.  One  of the  main  ins t rument s  
used to achieve this  ob jec t ive  is economic  p lanning .  

It is there fore  appropr ia te  to comment  on the ob- 
j ec t ives  of the  f ive-year  p lans  and  on the  proper-  
t ies and  ef fec t iveness  of the Indian  p l ann ing  ma- 
chinery.  

India  is the  on ly  la rge  deve lop ing  coun t ry  which 
s ta r ted  to p lan  its e c o n o m y  at a v e r y  ear ly  stage.  
India  of all the  As i an  na t ions  has  the  g rea tes t  plan-  
n ing  exper ience .  As ea r ly  as 1944, The P lann ing  De- 
ve lopmen t  Depa r tmen t  was  e s t ab l i shed  unde r  t he  
Brit ish Gove rnmen t .  The Adv i so ry  P lann ing  Board 
was e s t ab l i shed  in 1946, and  in 1948, d i rec t ives  for 
the  indus t r ia l i sa t ion  pol icy  and  deve lopmen t  came 
into effect. The  G o v e r n m e n t  was  g iven  the  monopo ly  
of defense  and  nuc lea r  energy,  and  of es tab l i sh ing  
new produc t ion  facilities. In 1950 the Na t iona l  Plan- 
n ing  Commiss ion  was es tabl ished.  

Hav ing  achieved independence ,  India  had  to secure  
a leve l  of economic  deve lopment ,  cons i s t en t  wi th  i ts  

democra t ic  ideals.  On the  one  hand,  the  coun t ry  
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could not  l e ave  th ings  en t i re ly  to the  uncon t ro l l ed  
m a r k e t  forces, s ince  this  migh t  h a v e  caused  the  
d a n g e r  of d is rupt ing  deve lopmen t s  in m a n y  sectors  
of the  economy.  In economic  par lance ,  this  means  
tha t  due  to external ,  n o n - m a r k e t  effects, encoun t e r ed  
espec ia l ly  in the  ea r ly  s tages  of economic  develop-  
ment ,  the  m a r k e t  type  of a l loca t ion  does not  p rov ide  
for a max imal  use  of the  economy ' s  resources .  On 
the  o the r  hand,  India could not  also afford to h a v e  
too cen t ra l i sed  a sys tem of controls ,  which would  b e  
not  on ly  incompat ib le  wi th  f reedom and  democracy,  
but  migh t  also evoke  cons iderab le  res i s t ance  from 
var ious  ter r i tor ia l  and  funct ional  cons t i tuen t s  of its 
r a the r  he t e rogeneous  economy.  India has  the re fore  
t r ied  to e v o l v e  a p rocedure  of economic  p l ann ing  
which is not  ~oo r igid or cen t ra l i sed  and ye t  is able  
to mobi l i se  the  coopera t ion  of the  people  for a 
ba l anced  p rogramme of rapid economic  deve lopment .  
This p rocedu re  falls s o m e w h e r e  in -be tween  broad  
economic  po l icy-making  such as in the  UK, and de- 
ta i led economic  p l ann ing  as in a coun t ry  l ike the 
USSR. 

Keeping in v iew the  basic  pol i t ical  and  social  ob- 
j ec t ives  of the  government ,  the  Nat iona l  P lann ing  
Commiss ion  car r ies  out, in p repa ra t ion  of the  five- 
yea r  plans,  first, a n u m b e r  of economet r ic  and  o ther  
technical  studies,  r ega rd ing  the  long- te rm develop-  
ment ,  and  p repa res  a pe r spec t ive  p lan  of 15 to 20 
years  ma in ly  in b road  phys ica l  terms. This perspec-  
t ive  p lan  is set  up on a rol l ing basis,  p r epa ra to ry  
to the  formula t ion  of the  nex t  f ive-year  plan. 

India has  so far comple ted  th ree  f ive-year  plans.  The 
first, cover ing  the  per iod  1951/52 to 1955/56, the  
second 1956/57 to 1960/61 and, the  th i rd  cover ing  
the  per iod  1961/62 till 1965/66. For ins tance ,  w h e n  
the second f ive-year  p lan  was  prepared,  the perspec-  
t ive  p lan  was for a pe r iod  1956/57 to 1970/71, and  
for some sectors  up to 1975/76. For the  th i rd  plan, 
the  pe r spec t ive  plan cove red  the  per iod  1961/62 to 
1975/76 and, for some sectors,  up  to 1980/81. This  
enab l ed  each pe r spec t ive  p lan  to take  no te  of the 
new  facts  tha t  had  come to light, or of changes  in 
t echnology  which had  t aken  place, s ince the p rev ious  
pe r spec t ive  p lan  was  prepared.  

The f ive-year  p lan  is then  fo rmula ted  in the  l ight  
of the  pe r spec t ive  plan, bu t  unl ike  the  lat ter ,  it is 
not  yet  p r epa red  on an  annua l  rol l ing basis.  The 
"mid te rm-appra i sa l "  of the  th i rd  p lan  m a y  be  con- 
s idered  as a first a t t empt  to app ly  the  rol l ing-basis  
me thod  also wi th in  the  f ramework  of the  f ive-year  
plans.  

The Model of Development 

The first  f ive-year  p lan  was  p r epa red  on  the  basis  
of the  Har rod-Domar  g rowth-mode l  which opera tes  
under  the  a s sumpt ion  of f ixed p ropor t ions  of factors  
of product ion,  and  in which g rowth  and  capi ta l  forma- 
t ion  are de t e rmined  by  the  ra te  of sav ing  only. At  
tha t  time, in India  no ser ious  b a l a n c e  of p a y m e n t s  
p rob lem ye t  existed.  Therefore ,  i t  s eemed  appropr ia t e  
to adopt  this  type  of model  as a bas is  for p lanning .  

By the  t ime the  second  p lan  had  to be  worked  out, 
the  coun t ry  had  a l r eady  d e v e l o p e d  to a ce r ta in  ex- 
tent ,  but  was  faced wi th  a ser ious  ba l ance  of pay-  
ments  problem. The  Ind ian  p l anne r s  the re fore  felt  
t ha t  in a con t inen t a l  t y p e  of economy,  l ike  the  Ind ian  
economy,  wi th  a l imi ted  scope  for expand ing  ex- 
ports ,  the  m a g n i t u d e  of capi ta l  fo rmat ion  depends  not  
mere ly  on  the ra te  of saving,  bu t  also on  the  capac-  
i ty to p roduce  capi ta l  goods,  s av ing  thus  be ing  a 
necessa ry ,  though  not  a sufficient,  condi t ion  of the  
p roduc t ion  of capi ta l  goods.  

It  was, therefore ,  cons ide red  more  appropr ia te  to 
adopt  an  a l t e r n a t i v e  model.  This  model  was  deve lop-  
ed b y  Dr Maha lanob is .  A d i s t inc t ion  is made  in this  
model  b e t w e e n  the  i n v e s t m e n t  for the  p roduc t ion  of 
capi ta l  goods and  the  i n v e s t m e n t  for the  p roduc t ion  
of consumer  goods. The  impor tance  of a l loca t ing  the  
h ighes t  poss ib le  p e r c e n t a g e  of i n v e s t m e n t  to t he  
capi ta l  goods sec tor  was  emphas ised ,  s ince this  im- 
plies the  h ighes t  marg ina l  ra te  of saving.  The em- 
phas is  was  more  on  the  c rea t ion  of the  m a x i m u m  
growth  po ten t i a l  for the fu ture  and  e a r l y  a t t a i n m e n t  
of the  s tage  of se l f - re l iant  growth,  r a the r  than  on 
the  max imisa t ion  of the  cu r ren t  ra te  of growth.  Al- 
though  the th i rd  p lan  is ba sed  on  more  or less the  
same model  of d e v e l o p m e n t  as the  second,  the re  is 
now a c learer  r ecogn i t ion  of the  fact tha t  the  r ange  
of choice as to w h a t  type  of capi ta l  goods  might  be 
p roduced  in a p l anned  period, i.e. w h e t h e r  these  
could b e  used  to p roduce  consumer  goods or to 
p roduce  fu r ther  capi ta l  goods, would  depend  to a 
large  ex t en t  on the  type  and  charac ter  of capi ta l  
goods tha t  could be p roduced  dur ing  the  p rev ious  
period.  

It may,  however ,  be  m e n t i o n e d  tha t  economet r i c  
models  h a v e  so far been  used on ly  to a v e r y  limit- 
ed ex ten t  in India and  tha t  only  in connec t ion  wi th  
p re l imina ry  exerc ises  for p rov id ing  a un i fy ing  prin-  
ciple and  for de t e rmin ing  the  b road  s t ruc tu re  of econ- 
omy to be a imed  at. Once  tha t  s t ruc tu re  has  b e e n  
dec ided  upon,  the model  has  l i t t le  p rac t i ca l  signif- 
icance  for subsequen t  s tages  of the  plan,  in which it 
is more  the  j u d g m e n t  of expe r i enced  people,  ba sed  
on var ious  social, economic,  technical  and  admin-  
i s t ra t ive  cons idera t ions ,  which rea l ly  p lays  the  de-  
t e rmin ing  role. 

Preparation of the Five-Year Plans 

On the  basis  of the p re l imina ry  exerc i se  of the  type  
descr ibed above,  a few key  figures, i.e. popula t ion  pro- 
jec t ions ,  ta rgets  for na t iona l  income, savings ,  inves t -  
ment ,  employment ,  etc., a re  worked  out  on  a pro- 
v i s iona l  bas is  b y  the  P l ann ing  Commission,  and  then  
a n u m b e r  of work ing -g roups  at  the  cen t re  and  in 
the  States  p roceed  to formula te  t en ta t ive  plans  for 
the i r  r e spec t ive  sec tors  or regions  in the  l ight  of 
these  key  figures.  

W h e n  the  r ecommenda t i ons  of these  work ing  groups  
are  avai lable ,  t he re  begins,  in the  P lann ing  Commis- 
sion, a process  of ba l anc ing  the  supply  of va r ious  
goods and  se rv ices  aga ins t  the i r  r espec t ive  demand,  
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of expor ts  wi th  imports,  of raw mater ia l s  wi th  
f in ished products ,  of p roduc t ion  wi th  consumpt ion ,  
of sav ings  wi th  inves tment ,  of f inancia l  resources  
wi th  phys ica l  resources ,  of e m p l o y m e n t  wi th  labour ,  
of t r a in ing  p rogrammes  wi th  m a n p o w e r  requi rements ,  
etc. A l lowance  is also made  for con t r ibu t ions  l ike ly  
to be  made  by  h u m a n  factors,  i.e. i m p r o v e m e n t  in 
skill  and  efficiency.  Also, an  a t t empt  is made  to 
ensure  the  m a x i m u m  poss ible  ba l ance  in the  plan.  
Some imba lance  is of ten found to be  u n a v o i d a b l e  
which, however ,  is sought  to be  ad jus ted  t h r o u g h  
m o n e t a r y  and  fiscal measures ,  as wel l  as phys ica l  
controls .  These  measures  are  u n d e r t a k e n  in p repara -  
t ion for a draf t  ou t l ine  of the  f ive -year  p lan  and  
then  r epea t ed  for the  f inal  repor t  of the  plan. In 
the  l a t t e r  a d j u s t m e n t  the p rov i s iona l  key  f igures 
whidx were  used  as a bas is  for the  draf t  outl ine,  are  
r ev i ewed  and  f inal ised in the  l ight  of comments  by  
va r ious  au thor i t i es  and  o rgan i sa t ions  in the  country .  
The  draf t  out l ine  of the  p lan  is pub l i shed  seve ra l  
months  ear l ie r  t han  the  da te  of the  issue of the  
f inal  repor t  of the  p lan  and  is d iscussed  wide ly  in 
the  c o u n t r y - - i n  the press,  univers i t ies ,  chambers  
of commerce  and  par l iament .  A t  the  same time, the  
cent ra l  minis t r ies ,  t he  Sta te  Governmen t s ,  and  au- 
thor i t ies  of the  dis t r ic ts  0 5  to 20 blocks) and  blocks 
(100 vil lages)  no t  on ly  g ive  the i r  comments ,  bu t  also 
work  out  the i r  ow n  p rov i s iona l  p lans  in  t he  l igh t  
of b road  ta rge t s  g i v e n  in the  draf t  out l ine .  All  these  
comments  and  p lans  are  then  examined  and  coor- 
d ina ted  at  success ive  leve ls  and  u l t imate ly  u t i l i sed  
by  the  P l ann ing  Commiss ion  for the  p r epa r a t i on  of 
the  final repor t  of the  plan.  

In p repa r ing  the  f ive -year  p lans  va r ious  me thods  
h a v e  b e e n  used, in a se lec t ive  manner ,  for the  over-  
all  e conomy as wel l  as for d i f ferent  sectors.  These  
me thods  include p r o g r a m m i n g  techniques,  budget ing ,  
me thods  of ba lance ,  in t e r - indus t ry  tables ,  l i nea r  pro- 
gramming,  etc. However ,  as  far as  the  las t  two 
methods  a re  concerned ,  i t  has  no t  ye t  b e e n  poss ib le  
to make  wide  use  of t hem excep t  in a l imi ted num- 
ber  of cases.  

The  f ive-year  p lans  are  s upp l em en t ed  b y  annua l  
p lans  (annual  na t iona l  budgets) ,  an  economic  coun- 
t e rpa r t  of the  fami l ia r  f inancia l  budget .  The  a n n u a l  
p lans  provide ,  on  the  one  hand,  a much n e e d e d  flex- 
ib i l i ty  in the  imp l em en t a t i on  of the  f ive -year  p lan  

and, on  the  o the r  hand,  set  ou t  the  p rogrammes  of 

d e v e l o p m e n t  to  be  i m p l em en t ed  e v e r y  y e a r  w i th  

suff ic ient  conc re t enes s  and  detail .  O ne  of the  ma in  

ob jec t ives  of the  a n n u a l  p lan  and  of the  mid- te rm ap- 
pra i sa l  is to take  accoun t  of e v e r y  new  oppor tun i ty  

of d e v e l o p m e n t  tha t  m a y  occur.  

In the  p l a n n i n g  p rocedu re  e v o l v e d  in India  the  role 
of the  Na t iona l  P l ann ing  Commiss ion  is two-fold:  

[ ]  To o r ig ina te  pol ic ies  for d e v e l o p m e n t  and  

[ ]  to i n t eg ra t e  ideas  and  p rogrammes  for economic  
deve lopment ,  fo rmula ted  b y  o the r  agenc ies  in the  
country ,  into  a na t ion-wide  and  cons i s ten t  f rame- 

work.  

The  P lann ing  Commiss ion is essen t ia l ly  a non-pol i t -  
ical adv i so ry  body  which makes  r ecommenda t i ons  to 
the  G o v e r n m e n t  and  has  no sanc t ions  of i ts  own. 
Care has  b e e n  t a k e n  to o rgan ise  it n e i t he r  as a pu re  
research ins t i tu te  which is out  of touch wi th  var ious  
polit ical,  economic  and  admin i s t r a t i ve  problems,  nor  
as an  admin i s t r a t i ve  mach ine ry  which is too c lose ly  
i n v o l v e d  in day- to -day  affairs.  

In the  fol lowing sec t ion  a shor t  r e v i e w  of the  ob- 
j ec t ives  of the  las t  th ree  f ive -year  p lans  of India  
and  an  out l ine  of the  p re sen t  s i tua t ion  is given.  

The Last Three Five-Year Plans 

The f i r s t p 1 a n had a to ta l  v o l u m e  o f  Rs 23.6 b i l -  

l i on  and  env i saged  an  annua l  inc rease  of the  na t iona l  
income of 1.2 per  cent ;  12.2 per  cen t  of the  to ta l  
i nves tmen t s  was  a l lo t ted  to agr icu l tu re  and  com- 
mun i ty  deve lopments .  

The s e c o n d  f i v e - y e a r  p l a n  i nvo lved  a to ta l  
vo lume  of Rs 45 bill ion, which i s  nea r ly  a doub l ing  
of the  expenses  of the  first f ive-year  plan. A g a i n  
abou t  12 pe r  cen t  of the  total  sum was a l loca ted  for 
agr icu l tu re  and  communi ty  deve lopment .  The t a rge t  
for the  a n n u a l  inc rease  of the  na t iona l  income was 
se t  at  3 pe r  cen t  p.a. It was  in th is  p lan  tha t  the  
dec la ra t ion  of the  Ind ian  socia l is t  pa t t e rn  of socie- 
ty  was  made  b y  the  la te  Premier  J a w a h a r l a l  Nehru,  
and  tha t  a r emarkab le  shif t  t owards  a h e a v y - i n d u s t r y  
approach accord ing  to the  Sovie t  type  of economic  
p l ann ing  took  place. 

The basic  ob jec t ives  of the  t h i r d f i v e -  y e a r 
p l a n  were :  a g rowth  ra te  of 5 pe r  cent  p.a., self- 
suff ic iency in food-gra in  p roduc t ion  and  the  expan-  
s ion of domes t ic  indus t r ia l  capac i ty  to m a k e  India  
in 10 years  i n d e p e n d e n t  of fore ign aid for its in- 
dust r ia l  deve lopment .  These  t a rge t s  imply an  in- 
c rease  of the  agr icu l tura l  p roduc t ion  b y  30 per  cen t  
dur ing  the  th i rd  p lan  period,  a 17 pe r  cent  r ise  in  
per  capi ta  income and  the  c rea t ion  of 14 mil l ion 
more  jobs  and  e m p l o y m e n t  oppor tuni t ies .  Top priori-  
ty  was  g iven  to the  d e v e l o p m e n t  of agr icu l tu ra l  
p roduc t ion  and  to the  i m p r o v e m e n t  of educat ion.  
Total  expend i tu re s  of the  th i rd  p l an  were  se t  at  
Rs 72.5 bill ion. 

The ta rge t s  of the  first p l an  were  modest .  Therefore ,  
on  the  whole ,  most  of its ob jec t ives  were  achieved.  
Those  of the  second  plan,  however ,  we re  not  fully 
achieved,  because  of the  shor t age  of fore ign ex- 
change due to impor ts  of capi ta l  goods. Dur ing 1957 
and  1958 India  faced a s eve re  ba l ance  of p a y m e n t s  
crisis; the  t a rge t s  had  to be  cut  down  and  a l r eady  
at tha t  s tage agr icu l tura l  p roduc t ion  could not  match 
the g rowing  demand.  As  a resul t  of these  deve lop-  
men t s  the  second  f ive -year  p lan  was  on ly  a par t i a l  

S u c c e s s .  

But in spi te  of these  diff icult ies t h e r e  was  con- 
s iderab le  (a l though not  sufficient) p rogress  dur ing  
the  ten  years  cove red  by  the  two first  f ive -yea r  
plans,  i.e. the  per iod  of 1951 till  1960/61. Dur ing  
these  ten  years ,  India  had  a n  inc rease  in na t iona l  
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income of 42 pe r  cent,  a pe r  cap i ta  inc rease  of 
16 pe r  cent,  a 50 per  cent  increase  in agr icu l tu ra l  
product ion,  and  n e a r l y  a 100 pe r  cen t  increase  in 
indus t r ia l  product ion.  

In 1965/66 India faced a seve re  economic  crisis, the  
mos t  s t r ik ing  fea ture  of which was  the  food sho r t age  
caused  by  the  drought .  The  th i rd  p lan  e n v i s a g e d  a 
total  ou tput - leve l  of gra in  of abou t  a 100 mil l ion tons.  
The ec tua l  ou tpu t  in  1965/66 reached on ly  76 mil l ion 
tons,  as compared  to 88.4 mil l ion tons in 1964/65, 
w h e n  India had  a record  crop. The  p rob lem of re- 
d i s t r ibu t ion  from surplus  a reas  such as Madras  and  
A n d h r a - P r a d e s h  to e m e r g e n c y  a reas  in the  sou th  
and  nor th  caused  addi t iona l  difficulties,  espec ia l ly  
in connec t ion  wi th  hoa rd ing  of grains.  

One  of the  inev i t ab le  consequences  of this  s i tua t ion  
was the  eno rmous  rise in prices.  The main  inc rease  
in food pr ices  occurred,  however ,  a l r eady  in 1964 
--21.3 per  c e n t - - w h e r e a s  in 1965 it increased  on ly  by  
6 pe r  cent.  The  who lesa l e  pr ices  wen t  up by  14 pe r  
cent  in 1964, and  by  8 pe r  cen t  in  1965; l a t e r  this  
ra te  inc reased  again.  

If we look at  the  th ree  plans,  we find an  acce le ra t ing  
rate  of publ ic  expendi ture .  It m ay  be  reca l led  tha t  
the  first p lan  cove red  a total  expend i tu re  of Rs 23.6 
bi l l ion wi th  an  annua l  inc rease  in na t iona l  income 
of 1.2 per  cent.  The  second  p lan  covered  a vo lume  
of expend i tu re  of Rs 45 bi l l ion wi th  an  annua l  ra te  
of inc rease  in na t iona l  income of 3 per  cent, w he rea s  
the  th i rd  p lan  invo lved  a total  expend i tu re  of Rs 72.5 
bi l l ion wi th  a n  a n n u a l  inc rease  of 5 per  cen t  and  
the  or ig ina l  draf t  of the  now pos tponed  four th  five- 
yea r  p lan  env i saged  a to ta l  expend i t u r e  of Rs 215 
bi l l ion wi th  an  a n n u a l  inc rease  of 6.5 per  cen t  in 
the  na t iona l  income. 

At  the  same t ime  the d e p e n d e n c e  on foreign as- 
s i s t ance  should  be, accord ing  to the  plan, reduced.  
W i t h  an  acce le ra ted  ra te  of g rowth  of income re- 
qu i red  to match the  still  acce le ra t ing  ra te  of popula-  
t ion g rowth  a subs tan t i a l  inc rease  of the  sav ing  
rate,  name ly  from the  p resen t  8 per  cen t  to abou t  
20 pe r  cent  in na t iona l  income, will  b e  necessary .  

It is the re fo re  not  surpr i s ing  tha t  in v iew of this  
crisis the  Indian  g o v e r n m e n t  had  to pos tpone  the  
imp lemen ta t ion  of the  four th  f ive-year  p lan  which 
a l r eady  has  been  drafted.  Ins tead,  the  g o v e r n m e n t  
has  w o r k e d  out  a f lexible  in t e rmed ia t e  programme,  
whi le  p repa r ing  data  and  ta rge ts  for the  new four- 
y e a r  p lan  on a more  rea l i s t ic  basis.  A m o n g  o ther  
measures ,  a sho r t en ing  of the  p l ann ing  per iod  is 
discussed,  bu t  no  f inal  decis ion has  been  reached as 
yet. 

Future Prospects of India's Economic Development 

It is agreed  tha t  the  key  factors  de t e rmin ing  India ' s  
economic  fu ture  are  popula t ion ,  agr icu l tu re  and  
f inancia l  s tabi l i ty .  It is also ag reed  wha t  should  he  
done,  bu t  t he re  is l i t t le  a g r e e m e n t  as to the  me thods  
to be  adapted.  For ins tance ,  it is ag reed  tha t  family  
p l ann ing  should  cut  down  the  still  r is ing g rowth  of 

popu la t ion  which in the  first  p lan came to 1.86 per  
cent  p .a ,  in the  second  p lan  to 2.18 per  cent  p.a., 
and  in the  th i rd  p lan  to 2.3 per  cen t  p .a . ,  and  af ter  
a rev ised  popu la t ion  es t imate  to 2.6 pe r  cent  p.a. 
For this  purpose,  the  th i rd  plan,  as well  as the  fourth,  
e n v i s a g e d  an  inc reas ing  n u m b e r  of fami ly-p lann ing  
centers  and  the  in t roduc t ion  of new con t r acep t ive  
methods. 

On the agricultural side, it is known that irrigation, 
fert i l isat ion,  insect ic ides ,  l and  reform and  t r anspo r t  
and  marke t i ng  facil i t ies a re  the  key  factors  in in- 
c reas ing  and  ra is ing  agr icu l tu ra l  p roduc t iv i ty .  

W i t h i n  the  f inancia l  sector,  a dec rease  of las t  year ' s  
budge t  defici t  of Rs 3 bi l l ion is r igh t ly  seen  as one  
of the mos t  impor t an t  measu res  in f ight ing inflat ion.  

The  Indian  p l anne r s  h a v e  ce r ta in ly  l ea rned  a lesson  
from the i r  exper iences .  They  m a y  be  summar i sed  as 
follows: 

[ ]  The  agr icu l tura l  surplus  is the  key  to economic  
d e v e l o p m e n t  and  to indus t r ia l i sa t ion .  Therefore ,  they  
h a v e  rea l i sed  tha t  a shif t  from inves tmen t s  in h e a v y -  
indus t ry  toward  the  d e v e l o p m e n t  of agr icu l tu re  has  
to be made. 

[] The Indian planners have realised the importance 
of flexible planning and of appropriate re-checking 
of the implementation of the plan. The Indian type 
of planning is democratic; however, it is over- 
sophisticated, perhaps too complicated and too bureau- 
cratic. 

[ ]  They  are  now more  aware  of the impor tance  of 
the  imp lemen ta t ion  mechanisms  on a Distr ict  and  
Block level  and  espec ia l ly  of the  impor tance  of in- 
format ion  and  chedOng systems.  

[ ]  The  impor tance  of smal l  p ro jec t s  which has  so 
of ten  b e e n  neg lec ted  is now recognised.  

D The gap b e t w e e n  field work  and  h igh ly  abs t r ac t  
economic  model  shou ld  be  na r rowed .  

[ ]  In genera l :  a more  f lexible  and  p ragmat ic  p l ann ing  
is required.  

The fu ture  prospec ts  of the  economic  d e v e l o p m e n t  
of India  will ce r t a in ly  depend  upon  the  abi l i ty  of 
our  Indian fr iends to t rans fe r  these  lessons  of ex- 
pe r ience  into pos i t ive  act ion.  However ,  the  ma in  
p rob lem still seems to be  a pol i t ical  one. W e  should  
bear  in mind tha t  du r ing  all the  years  s ince  India  
became  independent ,  it has  n e v e r  ceased  to a d h e r e  
to democratic traditions. India has done so in spite 
of many economic difficulties, some of which would 
not have occurred under dictatorial systems of govern- 
ment. Democracy is, and always has been the most 
delicate method of government. From the point of 
economic efficiency, democracy is certainly not the 
most effective way of dealing with problems such 
as those faced by India today. Yet, democracy seems 
to be the only form of government which secures a 
certain minimum of freedom, the price of which is 
not--and never has been--low. We thus have all 
reasons  to con t inue  our  economic  ass i s t ance  to India  
at  a scale  cons i s t en t  wi th  the  d imens ions  of these  
problems.  
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