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The New Development Strategv - An Appraisal

C T Xurien
I

The Draft Five Year Plan 1978~83 announces not only a new Plm y
but also a new Strategy of Development, This was to be exmected.
After all, the initial documents relating to the Fifth Five Yex Plan
‘had spoken of the "historic inevitability” of a new plan strategy
{of a direct aporoach to reducing poverty) because the Plawas being
foi‘mzlated "by a Government that had won a2 massive mandate from the
people” both in the parlingentarv elections of 1971 and the State
elections of 1772. And the Draft Five Year Plan 1978-83 has been
formulated on behalf ofa Government which brought about Indials
peaceful revolution (4 thoush only its first stage) :ud won a
magsive mandate from the people in 1977 in return for the promise
" to provide freedom and bread in a new socio-economic order. The new
Plan is part of the effort to usher in the new era. There is » thus,
"historic inevitability" about the New Development Stratemy.

According to the Draft an effective strategy for developmen® .
requires that

(a) The objectives to be achieved are clearly
formilated, and where there are multiple
objectives, they are ranked in order of importa ce-
and if objsctives conflict, the trade-off between
“them shonld be determined,

(b) Resource allocations are made to subserve the
priorities indicated by the objectives and these
allocations are backed by apreopriate economic

"~ and social policies.

((e) The selscted strategy is pursued consistently
over a period of time sufficient to establish its
success or failure,.

Following this preambls, the objectives themselves a-e spelled
ont as follows:
-« The principal objectives oi planning should now
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be defined as aghieving within a period of ten years:

(i) the removal of uneuployment and significant wndere
employment;

(ii) an appreciable rise in the standard of living of the
poorest sections of the population;

(1ii) provision by the State of some of the basic needs of
the people in these inceme groups, like clean drinking
water, adult literacy, elementary educatien, health care,
rural roads, rural houwsing fer the landless and minimum
services for the urban slums.

While the Five Year Plan 1978~83 will eim to achieve these ob-
objectives as far as possible, it ic stated also that they should be
obtained while achieving a hisher rate of growth of the economy than
in the past, ﬁlovin.,; towards a significant reduction in the present dis=
parities of income and wealth and ensuring the centwry's continued progress
towards self reliance.

The Draft Plan's objectives are very clearly stated indeed, but
there is hardly anything new in them except, perhpas, an explicit re=~
cognition, long over due, that "growth" per ce will not be and camnet be

the aim of planming. And the reasons for it are also indicated:

It has penerally come to be realised that the concept

of growth rates as a measure ¢f economic development

has considerable limitations. The rate of growth measures
the expansion of the size of the economy oved a particular
period but not necessarily its development potential for
the fubure mor does it measure the welfare of the masses
of peopls, since it is unrelated to the distribution of
the national income as between different classes seqe
While it is brue that a mere rapid expansion gf the ece-
nomy will generally make it easier to increase the welw-
fare of the poor, it is not necessarythat the allocatiom
of resources required to reach the highest schievable rate
of zrowth of the economy at any point of time will be
optimal frem the point of view of the desired distribution
of income.

Whether the de-emphasis on growth per se constitutes a departure
from eld strategies, in particular the strategy of the garibi hatae Draft
Fifth Five Year Plen is a moot question, but the
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min featuraes of a new strategy are not to be sought in a statement of
‘aims, because, again as the Draft rishtly points aut:

These aims - implicit in all our plans, but more

explicitly stated in the later formulations of our

development stratery are universally accepted by

the Indian people; thay are the achievement of full

employmsnt, the sradication of poverty and the

creation of a more egual society.
If the goals themselves are universally accepted, the strategy must be
appraised in terms of a more dstailed specification of their implications
and of the mnner in which thev are to be awproached and achieved. One
of the main weaknessaes of planning and of cconomic poliéy in general in
our country has teen to confinc strategy which is essentially related to
the nature of operations to a mere statement of poals, particularly
long terms goals.  Obviously, there can be no strategy without a
statement of goals but a strategy limited to an articulation of goals

is vacuous.

For an appraisal of the "Vew Development Strategy" we must,
therefore, look for details. And here there are some welcome departures
in the Draft, Of these the most striking is the assessment of Indials
economic development durine the qusrter of a centuvry of planning, with
which th'e Draft begins, and which leads to the candid conclusion that
"the most important objectives of planning have not been achicved" and
that "the most cherished goals seem to be almost as distant today as
when we set ovt on the road to planned develonment”. The details of

this assessment are important.

First, over a period of a quartsr of a century a stagnant and
dependent economy has been wodernised and made more self<reliant, but
the n;lmbe-r of unemployed and undsrvemployed are still very high and more
than 4O per cent of the population today lives below the poverty line,
Secondly, agricultural output has risen throughout’ the period, but

per capita asricultural prodiction has remained stagnant. Thirdly,
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Tgdiats industrial eapacity has been expanded and diversified

with capital goeds productien showinge impreési-re inerease and

the ooumtry becoming self~suffieient in all consuvmer goods. Along
with these the goncentration of economie power has imcreasod more
rapidly. Also the pattern of industrial development that has
emerged rofleots the structure of effective dermand; midh=jRotwmm®t
is dehormined by the distribution of income: An uwnduly large

share of resources is thus absorbed in nroduction which relates
direectly or indirectly to maintaining or improving the living
standard of the higher income groups. Fourthly, the development of
agriculture and modern industry has stirulated the growth of ‘
banking, insurance and commerce., But the majer benefieciaries,
ospecially of the bankinz system, have been the wealthier part of
the peopulation in both the urban and rural areas, and the vast .
mJjority have barel - been touched:, Fifthly, while the
infrastructvral facilitius for production and in services like
education and health have increcased, muéh ef the benefit frem these
have acerued to the relatively affluent seetions, Sixthly,
althourh industrialisation has proceeded rapidly, wnemployment
still remains a large problem and the hope expressed in the revised
Fifth Plan that at least the inerements to the lahour force could
be absorbed in gainful employment has not been realised, Seventhly,
althousgh output has increased, poverty and inequalitics of a
stagrering nature still continues On the basis of the basic
motritional norm, L8 psr cont of the people in rural areas and 41
per cent in urban areas, torether constituting a massive 290 million
are reckoned to be below the poverty lime in 1977-78+ Also, the
analysis of consumption expenditure shows that in 1973«7h the lgwest
20 per cent accoumted for 9.5 per cent of total consumption 4n
rural arecas while the highest 20 per cent accoumted for 38 per cent,
For urban areas the corresponding figures werc %942 per e¢ent aad

LO per cent, Similarly, it is now decumented that the bettom 20
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per cent of rural households each having less than Rs.1,000 of
assets account for less than 1 per cent of rural assets, vwhile the
top /4 per cent with asset-values of Hs.50,000 or more own over 30

per cent.

The Draft Plan's assessment of the past is, thus, not in
terms of the usual plenning exerwises of appraising the target achieve-
ments of the preceding periods, but essentially in terms of the responses
& the economic system and its éomponents to the plan efforts. This is
as it should be. For, in an economy that is net totally planmed, an
evaluation of planning camnot be solely in terms of its direct impact.
What is important is the impact of planning on the system as a whole.
Does planning give the economic system the sense of direction that social
policy, as spelled out in the goals of planning indicates? This must
be the basis of evaluating of the perforuanee of the past, or of the
strategy for the future.

11

With these preliminary observations we can turn to the specifics
of the new strategy itself. They consist of four major shifts: from
non-agricultural activitiy to agriculture; from large scale industry to
village and small scale industry; from urban centres to rural areas;
from the non-poor to the poor. These shifts are thought necessary
because each one is desirable in itself and also because overall they
contribute to the main objectives of the Plan, particularly to its
thrust on employment generation.

We shall first make an assessment of the sectoral shifts
‘themselves. Regardin. agriculture , the Draft says:
This sector will receive the highest priority,

special attention being to the uplift of the
small and marginal farmers and the landless labourers,
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especially the scheduled caste and

scheduled tribe families, The strategy

for crop production will be to increase

the area under irrigation, gross cropped

area and cropping intensity and ensure

larger application of inputs. This will

“be backed by improved agroecomomic practices
for higher efficiency through development

and propagation of better seeds s
s§trengthencd extension system, assured
availability of credit and improved facilities
for marketing storage and processing, Iand
and tenancy reforms and consolidation of
*holdings, an important pre-requisite to good
water use, will be vigourously pursued. A4°
policy of optimal land use will be adopted,
dnvolving integrated watershed management whieh
covers measures for flood control, drainage,
reclamtion and reshaping of land, mixed
cropoing for marginal land and a silvipastord
approach for areas with low rainfall. Special
attention will be paid to increasing the area
under oil-seceds, pulses and cotton, add the
continuance of price incentives.

What is envisaged, therefore, is a progranme informed by a noble
social philosophy of support to tlie weaker sections, and to be carried
out through technological improvements, institutional changes aad
economic incentives, Of these the emphasis is clearly on the technological
aspect, in particular on increasing irrigétion facilities-and on mixed
farming in an effort to create a viable economy of peasa t farmers whose
present economy is subsistence farming with marginal investment. The
accent is also on what is referred to as a "comprehensive approach",
not only incorporating techmalogy, institutions and services, butf also
area level plamming to recognise local needs amd utilise local resources.

The shift from large-scale to village and small industries is
seen as a logical implication of attaching the highest priority to
tackling the problems of employment and poverty and providing minimum
needse It is also related to the broader social philosophy for it is
stated: "Experience shows that people are anxious to become self-employed
and work hard provided theynare given the requisite assistance financially
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rew materials and gsuidance in areas like marketineg and technolegy',
The shift from large to small scale productions is +o be achicved
by restricting the investment in the larse, by reserving areas of ,
production to the small, by the deliberate direction of science and
technology into the service of the small and throush a coordinated

prorcramme of fiscal and obher measnres,

The shift from urban to rmral areas, asain, is partly a
reflection of the overallssecinl philosephy underlying the Plan, but
mainly a corellary of the emhasis on arricnlture and villase
industries. Turther, considerable emphasis is piven to the
development of rural infrastructural facilities and to stimulate

economic activity in the rural arcase.

The shift from the non-poor,of couvrse, has become the main
plank of ouvr eocio-economic pelicies in recent times, at least as
far és intentions go. From time ‘o time we have also been
discovering "sound economic! arguments to suppert these intentiense.
The paribi hatao Draft Fifth Plan, for instance, rigorously
demonstrated how a shift of emgeﬁditure from the top 30 per cent
to the bottom 30 per cent would redvce the demand for imports and
thus contribute significantly to our cherished economic objectives
of self-reliance. Now that a reduction in imports is net
particularly necessary and the poor continue with us in large
mubers, a new economic argvument has bsen supplied to do goed
to the poore The calculation this time is that the consumptien
of the poor gives suppert to labour intensive technelegy se that
"every millien rupees of consumption transferred frem nenepoor
to the poor will generate 20,2 additienal person years of
employment". It is exp;ected that shift from non-agriculture
into agriculture and from large scale industry inte small scale
industry will naturally bring about a shift from the neonepoer
to the poor alse, Further there is the Revised Minimum Needs
programme. The Fifth Plan's list of basic needs te be provided

.'8



through publie expenditure, viz., supply of drinking water,
provision of house sites for the homeless, village access. poads y
elementary education to the rural poor, provision of rural health
services, extension of rural electrification, environmental
improvement of slums and nutrition for the undernourished - is to be
extended to include adult education also.

For the New Strategy, thus, there is a2 clear formilation of objJectives
and there is no apparent conflict among them so that questions eof trade
off do not immediately arise, In appraiéing the strategy, therefore,
the next question is whether "resource allocations are made to
sub-serve the priorities’ indicated by the obJeotives" and whether"
"these allocations are backed by appropriate economic and social
policies', Both these aspects Have been touched upon in the Draft,
The former is based on the formal consistency model, details of which
are not contained in the Drafte Howsver, it is pointed out that in
building the model particular care was taken t0 see that the model
served not only to indicate the overall sectoral relationships, but
also to achieve the specific objectives of the Plane.

Thus ¢

In building the model particular attention was
paid to the analysis of production possibilities and
input requirements in agriculture. The employment
objJective was reflected in the special treatment of
certain labour intensive villare and small iricestry
section and the detailed calcu%ations of employment
‘generations, The requirements of goods for consumption
were estimated separately for rural and urban areas , and
for the poor and non-poor, so that the implications
of the development strategy for production plaming
are fully taken into account. The requirements of
goods for investment allowed for the new pattern of
investment outlays,

The results of these exercises arc reported in the Draft in terms

of production targets for a larpge nurber of sectors, the allocation
of outlay among the sectors, the overall financial resource position



~9-

etes In the absence of the details of these.technical exercise it

is not proper to attempt to evaluate thema In any case, it is
reasonable to assume that the Planning Commission has at its disposal
adequate expertise and computational facilities to produce a set of
numbers which are at least consistent with the objeetives spelled out.

. But, as the Draft itself admits the weakness of planning in
our country has not been primarily lack of internal consisteney of a
technical nature. After all, the Seccond Five Year Plan had a brilliant
strategy and an internally consistent, programme to bring about full
employrent in the country within 2 decade or somner. Znd the garibi
hatao Draft Five Year Plan made a solerm pledge to banish poverty
from this land and to curb the consumption of the top 30 per cont to
level up the incomes of the bottom 30 per cent. It also produced a
sophisticated model and generated a mass of figures to show that it
“can be done, in terms of arithmetie, at least. '

To erueial issue s then, in a New Development-Strategy is not
its objectiveé for they are only re affirmations and speeifications
of wniversally accepted goals; it camot be the intermal consistency
of its technical calculations, for that ecan be easily produced. The
economlc and social forces available to implement i‘t are the key
factors in understanding and evaluating a development strategy.

Here again, the Draft is quite explicit about what needs
to be done toachieve its main objective,

In a developing economy the instrument
of taxation alone is ineffective in reducing
disparities in income and property. Therefore ’
a variety of other redistribution measures are
recessary, These should influencq,first of all,
the existing distribution of assets, particularly
agricultural land, urban real estate and ‘corporate
property. Secondly, public sector operations should
steer the distribution of essential commoditics,
infrastroctural facilities and social services in

1



favour of low-income consumers.

Thirdly, on the production side, the

share of small farmers and small industry
enterprises in institutional credit and

in the supply of material inputs needs

to e increased, and thcir access to
technical and markutlnv assistance improved.
Fourthly, policies which minimise unemployment
should be expected to reduce inequalities.
And, finally, the rural and wrban poor have to
be orpana‘.sed. Their vigilance alore can
ensure that the benefits of various laws,
policies and schemes to benefit-thém doipreduce
Yhwir intended effeect. Thus in addition to
fiscal mcasures, narrowly defined, a
redistribution bias has to be built into the
whole spectrum of production, dlstrlbutlon
and cmployment policics and in the
organisational cffort of official and non-
#ficial agencics.

This 1s indeed a correct and a brave statewente But what is its
status ? And whom is it addressed to ? Is it the adviee of an expert
Planning Commlssion whose role is solely advisory to the government
whose responsibility is to convo-«;'b words of wisdom into deeds of
action? Is it one organ of the State tellins another what nceds to
be donce Or is it wishfnl thinkins about what needs to W » but cannot
be done ?

A reading of the section in the Draft dealing with Distributive
Justice will show that thes: questions are very important indeed, For
instance, when the Draft peints ovt thnt on the basis of the NSS
statistics potential surplus land available for redistribution would
be 29,58 million acres, but th -t officially estimited surplus was
only 5,32 million acres, surplus taken over by government just 2,10
million acres and the area actually distributed only 1229 million
acres, where is this méssase to register? Or, when it h peinted
out: "It is well known that the concentration of corporate property
has inereased during the last decade" and th'\t ¢ "Given acecess to
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credit on similar terms small farmers and small producers in many
industries are able to have productivity and cost comparable to
those in large units, but such access is denied by free market
forces" what are the analytical and policy immlications 7.

The Draft's reasoned assessment that "the most important
objectives of plaming have not been achieved" is not only a
Judegement on past planning and policies but an indication of the
mamner in which our economic system functions, The assessment
is not that owing to some technical error the economy came to
suffor, but thaot the plamners and policy makers failed to give
the systefn the kind of direction it wns to receive on the basis
of proposed goals, Hence the statem'ant that a stagnent and
dependent economy has been modernised s but unemployment and
povcrty are still very high. An honcst paraphrase of that
statement has to be that the bencfits of the srowth, modernisation
and diversification of the "economy" have gone to a few while the
many are still uncmployed and hungry, If what happcned was counter
to the declared intentions of plonning, it must be inferred that
there are forces in the system thot propel it along different
courses. For all its pood intentions, careful calculations and
bravado the weakness of thc Noew Dovelopment Strategy is that it
has not bothered to locate these Fforces and suégcsj: how they arc
to o dealt with,

IIT

An appraisal of the New strategy from this perspective is
necessary to sec whether it will become ciffective. or whether it .
will be just onc more writing on the waves. The phenomenon of the
growing affluence of the fow accommanicd by the continuing misery of
thc mny is related to the actuwal mammer in which what the Draft

i
ERE N 5



~13-

calls the product mix and technology mix questions are
determined in the cconomys. The Planning Commission may give the
correct advicc on thesc motters, but anybody who is familiar
with thc working of the system knows that it does not take its
orders from the Planning Commission or cven from the policy makcrse
In fact, as pointed out earlicr, the Draft itsclf rccogniscs what
the effoctive engine of growth has beon in the past. The relevant
passage runs as follows:
The pattern of industrial development that
has emcreed obviously rflects the structurc of
cffective demand, which is dotormined by the
distribution of incomcs. An unduly largc sharc
of resourccs is thus absorbed in production which
rclates dircetly or indircctly to maintaining or
improving thc living standards of the highor income
groups. The demand of this relatively small class,
not only for a fow visiblc items of conspicuous
cconsurption but for thc outlay on high quality
housing and urban amcnititisg, aviation and superior
travel facilitics, tulephone scrvices and so on
sustain 2 large part of the cxisting industridl
structurc.,
If it is not the Planning Commission but the structure of cffcetive
demond determined by the distribution of incoros thnt actually
decides the allocation of resourccs in the system, it is hardly
surprising that Plan prioritics get neglceted and distorted. The
detcrmination of the wnroduct mix question by offcetive demand based
on income distribution is not confined to the industrial scctorj
rather, it is the law of oporation of the system we have, Where
therc is demand, goods will be prodnced no mattor what the
national oriorities arc, By the same token, whore therc is no
effeetive doemand goods will not be produced whatcver my be
thc social urges in this regard. In sum, the rich will have -
what they want oroduced for thems the poor will not have what
they nced provided for thoeme This is the innatc logic of our

cconomic systems And since as incomes arow wants grow also,
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not only morc goods, but also morc varicty of goods and more
refincd zoods will be produccd for those who can afford thems
‘National accounts will show all theusc as the achicvements of
"the cconomy® and the Plannine Commission will, in turn, quote
the fisures as cvidence of the progress registarcd thanks to
planncd deveclopmente 'But when the Cormission announces that
from now on the product-mix qucstion is going to be detoermined

by the Commission or the Governrent onc is cntitled to ask how.

The technology-mix question is but a elosc correlato of
the productie-mix, quustion. It stands to rcason that in an;-
cconomy with abundant human resourccs labour intcensive tcechnology
is more suitablc provided the objcctive is the utilisation of
these resouvrees in productione Bub it also stands to rcason
tht in an cconormy where “thoe private accumulation of non<human
resources is the ruiding principle, only tochniques that yield
the highx.jst surplus to thc owners of non-humin resources will
be adopted, Private accurmlatirs can have no commitmont to the
"national" objoctive of the full utilisation of the labour forece
available in the country, although they may not be averse to it
if it can be achicvcd as a byproduct of thecir own drive for
accumulaticne But if 2 choicc has to be madc, it eannot bo
a mtter of surprisc that they opt for the product-mix and the
technology=-mix that yicld the highest roturns to their resonrcos,
This, apgain, is the inncte logic of ,the systom. And it is
this logic thit is mnifosted in tho statomont in tho Draft
thot between 1961 and 1976 investront in the modcrn factory
scctor inereased by 139 por cont, output by 161 pcr cont, but
cmployment only by 71 per cent.

The actual working of our cconomic system which the

policy mkers are trying to influcnce through plmning can be
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wmdcerstood only in torms of the working out of this logie at any
given time and over a poriod of time, A simplified and styliscd version
of thc esscnec of the cconomic chanscs that have come about in our
country from the colonial periocd right to our own tires, including

the post~indepondence plrnning cra may help to appreciate the
developrent dynamics of tho systom. The prc=colonial cconory

of the country:c—'ln be depicted as o surplus-~poncratine, but
esscntinlly non-accumilating svstcme. It was charact riscd by
incqualitics bascd on cconemic 2nd non-ceonomic factors, but also

had m.ny conventional metheods to ensurc that the limited basic nceds
of 211 mcmbcrs of socicty wore mcte Westcrn colonial enterpriscs
brought into this systom the accumilative drive on thc basis of

which thosc who had commpnd over non~=human rosourcces augrented their
resourcces by oxtractine, stcp by stop, the surplus potential of the
systome Tho conscguences of this process were the breaking down

of convention:l arrangewments to m ot the basie nceds of the merbors

of soecicty, concentration of non-lobour rescurccs in the hands of the
few whe came to have an inercasing hold over the working of the systen
as a wholc, ard the preearious cxistence of thosc who had little or
ﬁd cﬁﬁdc]:-ship’-of.—“l;on-labburnmsom::cas « ZErom then*on the logie of the
system onsured that the product mix of tho ceonory was detormined by
the growing wants of thosc with cC'I’.'ll‘i‘j(}})d:'G\‘ﬁ;‘iflff,@;s_f?_lll'@;‘.‘s and that the
teehnology mix scrved thoir accumulntive urges. The accurmlators- -
were not 211 in this land, neither were they execlusively outside.

But bocausc a large sharc of the accumlation was siphoned off to

the metropolis, the momentum of chan~e within the comtry was slow,
And yot thc process itself led to an unequel distribution of

afflucnec amene the fow and oot equil}y unequal distribution of
povarty among ~théhmflys Ihdequality” g distributive shnrcs and inercasc
in imcquality over tim: bocaus~ of uncgual accummlation, both based on
the uncqunl distributicn of "initial" cndowrcnts arc csscntial

featurcs of the systen of privatc accuml~tione
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Notwithstanding "social" decisions to the eontrary, what has
been happening sinee independence is cssontially a sgreater intornalisation
and intensificaticn of tho sare »nroecss as decumented by the Draft Plan
itsclf, The unfolding of the sare logic is scen in its cloarest forms
within the industrial scet r of the ceonomy. The many featurcs of the
industrial development of tho past threc decades, by this time woll
known, and rcfleeted in the Draft itsclf, can be picked out as
confirnine cvidence of the proeess. Therc is, first, the cxpansion
ad diversificntion of the industrial cavacity, It is a faet that
prodvetion in practically all branches of industry has increascd moking
thc country sclf-sufficicnt in -mapy of thcm and that a much wider varicty
of moods arc being preduced now, Both thos: are matural conscquences
of a strengthoncd accumilative drives There has bcen, along with thosc,
a eroator canital intensificoation of producticn which is also part of
the sam: drives. Production ff-flccts the stmcture of offcetive demnd
in spite of all off-rts to turn it in other dircctions, which too is a
rofloction of the system!s prepensitics. Thore is the phenomonen of
the asscts of the biggor cermorations inercasing more rapidly than of
the corveratc scetor in ron raly This, 2gain, is but a charactcrstic
of th: system of private accvmulation, And new there is the fear that
the cxpansion of industry is b2ing slowed dewn by the narrowness of
the mrket, This is 2 further aspoet of the systom manifvsting itself
porhaps sooner than we had anticiprted. I all these , the coursc of
development has followed the prodictable pre ponsitics of sh.eccnomic
ordcr bascd on the princinle of nrivatc accurmmlation in spite of the
prcfossed aim of the Planning Commissicn and the Gov rnment tAo stcor
tho industrialisaticn of the ccuntry along very diffcorent routes. Not
only thnte It is now admitted thnt whatcver mipht have boen the
intcntions of the policy makers, many of the policios s in cffcet, have
only acotributcd to the strengbhoning of the natural propensitics of
the systome The Draft's chapter on Industry and Minerald: candidly,

but rathor naively, admits this whon it says:



The sr wine canital intonsive noturs
of industrr and rolntivolv hish corveorate
A ratos howe dnero ascd Rh ¢ cndane: of
the oreanisad privet. soetor ¢f financial
instituti ns, This has m ~nt that the rale
£ finnneial irstitutions in finarecins now
venturcs hns Froamsubstontially, Incr:asinsly,
thorefore, the »-cneics which determin: tho
pattorn and structuwre of industrinl ~rowth are
the torm lond ne institubicns rather than tho
Industrial Tieoncin: Committ..c which =2t bost
can play a noe~tive rolc,

The NDraf‘l;,'s revicw of past inﬂustriﬂ.l <urelopm:nt and govornment!s
rele in it ~ives many merc instancos of this kind which surrost that
plamners howa not fﬁlly understoed how the systom functicns, A
couple more of thes. my b cited. In snitc cf'th; smicial rela
,fzivén tc the "small man" in cur Pluming 6 lcast from the Sceond
Five Year Plan, the Draft now says: "The orzaniscd industrial
'soctor docs proscent soveral disturbinz fcaturcs, One of the morc
disturbins of thesc forturcs is the relative decline in the crowth

of the smll senlo scetor s comprrad to the medium and large scctor.!
The smn1l scalo sceter's share in industrinl prcduction in torms of
value ndded Was 19,5 ver ecnt in 1968, but came down to 16,1 por

cont in 1975-76. By controst, of cowrss, t.o big have boeom bigror,
partiéultr.rly the 1rree industrial housss, OF this the Droft says:
"To some cxbont this was the result < the Gorurnment s own policics
which rostrictod the arsns of ~rowth -F Iargs 2nd forciom eompanics te
capital intonsive industrics on +hs sreunds thet the smller
entrepronwers wovld not be abls to raisc the réscurccs Or posscss the
requisitc menncerial and technolerical esrmotenc: to handle efficicntly
such lnree invostmente"  The draft holls the ~over ment s 1icon¢ing
policy responsiblo, partly at loast,Bo kish industrial costs also: "high
costs howo sometim s b en ~ Airect cuteome of the Govornmnt!'s
liconecing peclicy. “hon the demnd wns larse cnough to sustain cnly

one plant of an wconcmic size, sevoral plinmts with sub-cntimnl
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eapacitios worc liccnesd in the name of diffusing cwndership and
proventing monopelizsa" It would appoar also that according to tho
Plaming Commission scme of theso polieiis will have to be revorscd
in tho intorcst of healthy industrisl srowth in the future. For
instonec "It is recopnised thht 2 modest rto of srowth ig A ncecssary
precondition of industrial henlth and if thoso larcc and i‘orci,rzn
houscs arc not to £all sick such r}rowth'mny have to be cnnsic’fcrcd(,
In socio=cconomic torms what is important is that the sconemie power
" they wicl? is not used asainst th. mublic int raste"  In short, if
in the prst we failed to drive industry aceordine to our plans y We

rmst now drive it alons its own pathl

I

It is this rceurrine urpe to be "realistie" in planning - of
which suvoral scetions .of the Draft, particularly the chanter on
Industrics, spoak with unconcoaled forvour — thot raisss the @ecstion

_whethor the Mew Development Stratesy will have any chance at 211
acrainst the ~oworful prospendity of the oxisting order. We must onec
- apain no back to the "four shifts" of the New Stratesy and anoraise
them Trenlisticnlly” tc sec whot ipect thoey will have on the systcm.

It is possiblo that th-re will be - shift into »'ﬁrrr:i,cﬁlture
because thore ~re pewerful forces within asrienlture tht have ncw
cnoush hold over the levers te brins this about. But what is to be
the product mix resultine from this shift ? Tetal food crains
production is to inerense from 121.0 million tonnes in 1977-78 o
botween 14045 and 14,5 million tonncs in 1982-83. Even if the hichor
ficure is takefin, the por capita availability of foed éxjains in the
country will incrcase only from 0,58 kg -por day now to 0457 per kg per
day fivc years from ntw § Obviously, wc do not propose to producc food
to foed ocur hungry millions. Much ~rentér cmphasis is rut on the

production of oil sceds so as to achivve sclf-sufficicney in cdible oils,
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This docs not have to be interpreted as a perversc preferenco for
the rich min's dict acainst the pcor man'!s, The product mix is
dtermincd in the intornal consistency modol via demand projections
and the "roalistically" estimted demwnd for food prains in
1986~83 cvon after transfer of incomes from the rich to the poor,
is only 340,48 to 1LL.LB millicn tommes and the projected supply
beautifully fits in with it, The prominence given to oil seeds is
alsc justified by a similar eonsistency ealeulztion. But if the
poor do not havc enough food to c2t there is still hopcy for the
allogation on animal husbandry and dairing in the Mve Yoar Pl
1978-83 is double tht of what is it was in the Fifth Plan 197Le79.

So much for the decision about the product mix, What about
the toehnolopy mix ? If the new strategy rclies so heavily on minor
irrigation, th t is, on cround water to be brought up throush pumpscts
ctce, who are to bc the real beneficiaries, although the agrarian
strategy of the new Plan is dedie~ted to the smmll and marginal farmers ?
And if the markct ferecs are to be used te provide ineentives, who will
have thc upper hand in the agrieultural scctor 7 In all this , it
does not take much effort to sce the Planning Commission and the
Government responding te "realitics™ when the time for implemsntation

COMoS »

Tn tho industrinl sphore the realitics are likely o bo of the
same kind, If nethine extraordinary takss places durinz the noxt
five years the planners will be able to consratulate themselves on the
profilic rrowth of smll scals units -~ of the modorn varicty - in
industry. The fact is that the growth of small seals production
units is anothsr manifustaticn of the cxpansion and diversific tion
that comes about in industrial proeduction, Tt has 2 technolomical
and an econcmic aspcet. Technolosicnlly, smrll scalc units become
ancillaries to larser units producing spare parts or spicifizd items,.

In an economic sensz small scale units become subsidiaries to larger
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cnes breausa for markst they will beoeomo totally dgpendent on

the larrer ones for whom they vroducc. In this scnsc larse
industrial units themselves will "resorve! mny arcas of production
to the smallor units, and may not mind it if the Government or the
Plaming Commissicn wishcs to claim erodit f£or this nrorressive
measurc., But whother the sharc of the small -woducors in the value
added in the industrial scctor will eo ¥p in the proeess of
expansicn is very doubtful indeods but this is ~n issuc that my

not firure preminently in Jiseussicn for a while,

4s for tho villase and houschold industrics the story will
be different. The offorts to beost wp their production, if taken
scriously, will immedintcly croatc. the realistic problem of
lack of demand. The chapter on #illare and Small Industrics in the
Draft gives the impression that the main problem that they face is
the non~avnilability of credit, and some attcntion has bocn paid
to ways of improvins thoir credit facilitics. On the demand side
there is the facile assumption thot the wroducts of these industries
will find = market in Government departments and public sccter
undortnkings and thot such purchases will be adequate to absorb
their production. But i% has frequently becn shown that any attompt
to increase production of handlcom cloth s for instances, runs into a
glut preblem (except to the extent that thore is a foreisn market
for those products) an? subscquently te 2 svbsidies problome Both
these will foree povirnments 2 reox mine -#he whold programme

when the stage of realism is reoched.

To expcct a shift » from urbon aroas to rural areas via the
emphasis on decentraliscd proluction, thorefere, is somcwhat far
fetcheds The Draft insists also that "the matural tendency of
entreproncurs to go whore infrastructure is streng, mrrkets are
closc and various services ~re rondily ava lable cannot be ignored.”
This is realistic enoughe If so, with the ~rowth of largc secale
industrics, the inercase in the murber of smll scale units of the

midern type, and even any orgonised and large seale exponsion of

AR
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yillace' and houvszhold industiries also will only lead to greater
concentratvion of economic activiity in the urban arzas. This does
not mean that thire will be no investment in the rural arceas.

On the contrary, there is likely to be a pump primingz approach to
rural investment vartly because powsrful forces in the rural areas
stand to benefit by it, but also bescause inspired by several
lsarned international a encies we have come to belisve that a
drogping economy can be revived through creation of purcnasing

powsr in the rural areas. More about this is in the next section.

Finally, then, the shift from the nonepoor te the poor. Yo
such shift has taken place in the past and there is no reason to
think that any will tale place. This is not to say that the poor
will be complastely neglected. In the political economy of our
country that stare is lonz paste Some land to the landless will
be riven, some drinking waler schemes will be taken up; some welfare
schemes will be adopted. But all these will be done to the extent
that they can be accommodated through the public finance apparatus
that we have, However, the income, consumption and accwmlation of
the richer sections will continue to increase. And, thus, to be
realist::u.c the new Plan will benefit all sections of society as a

national plan is expected to doa

This assessment of the likely shape of thinss to come musb
not be taken as disagreement with somc of the Draft Plan's ideas
of how %o tackle the problems of the Indian economy. There can be
no doubt that the twin problems of mass poverty and chronic
underutilisation of the vast human potential of the economy can be
solved only by going through a stage where the mass of the people
are involved in the production of the basic goods == particularly
food, clothing and sheltsr = that are reqv.ifed for thems Only a

process of that kind will ensure th, the product mix is what is
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really rzquired by and for the vast millioms in this land. Only
a process of that kind will ensure that the technology mix is what
utilises to the maximum not only human labour but also human
.creativity. But fer greater chan-es than what our policy makers
are Wwilling to bring asbout will be regrired far such a situation te

become a new.reality.

v
In this concluding section we shall take a second look at the
Draft Planfs strategy, not as a strategy to usher in a new pattern
of development which it certainly will not do, but to meet the pressing

needs .of the syster.as it functions now,

The basic’ i;')i:'emises 4n which the Draft Plan is built are some new
opportunities and some new problems. The opportunities are the steady
achievements of the® past which give the planners thes feelingz that the

Indian economy has arrived somehhere. And se::

In the next stage of the evolution of
the Indian economy, planning mist be geared
to attack the unsolved problems of poverty,
rrgmployment, ineguality and structural
baclkuardness more directly and effectivelys
As a result of development so far, the saving
capability of the sconomy has increased. An
adecuate stock of technological skills is
available, A strong and diversified industrial
and infrastructure base has been built up. And
in parts of the country agriculture is also highly
advanced., The task now isrto utilise these human,
material and financial resources for a new pattern
of growth in furtherance of the goals of full
employment and distributive justice.

It may be recalled that the preparatory document of the
Fifth Plan alse expressed similar views and claimed that "the
economy has now reached a stase where larger availability of
resoﬁrces makes: it pos_sib]e to launch a direct attack on



unemploymsnt, underempleoyment and poverty, and alse assure adequate
growth" .

But our plans have seldom been attempis to mdke use of new
opportunities. Hach plan has attempted %o deal with a contemporary
crisise. And the Draft Five Year Plan 1978-83 is ne.exceptions The
crisis in its formative stase is two fold, and one does not even

have 1o r=ad between the lines vo locabte them.

The first of these is the unempleyment problem which has been
with us always, but whese dimensions and implications have become
"s.ageerin-ly larse,” to use the expression from the Draft itself,
The Draft refers to different aprroaches to the measwrsment of
unemployments The firsy is its estimate ef the chrenically
unemployed, estimated to be L.L million persens in 1978 out of

a labour foree estimated to be 2653 millien, both arrived at from

the 1971 census calculations. It also refers vo the HSS estimates
of the "weekly unempleyed" ef 10,1 millien persons in 1973, and en
that basis 11,2 million persons in 1978. It also reports the person-
day employment estimated as- 130,0 million days per week in 1973,
equivalent to 18.6 million persons being unemployed on a typical

lay. ASsuming the person—day unemployment rate to be at least as
much as in 1973, unemployment in March 1978 is estimated to be

20,6 million person years, 16,5 million in the rural areas and L.l
million in the urban areas, This figure, admits the Draft, is
"larcer than in any country in the world for which any unemployment

statistics are available",

The Draft also takes note of the fact that employment in the
organised sector (including plantations, mines, manufacturigg ,
utilities, public services and all reporting units in trade and
transport) absorbs just above 11 per cent of the current anmial
increase in the labour force, the remaining 89 per cent being

forced to hang on, for sheer livelihood, either en agriculture or
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some form of informal activity. Similarly it is estimated that
even if organised industry were to grow at the race of 6 to 7

per cent a year - considerably higher than what has been happening
in the recent past ~ it would absorb only 0.3 per cent of the
labour force anrmally.

This is .the problem thaet the Plan is proposing to tackle, and
it may appear natural, almost inevitable that the solution to the
problem is to create employment in agriculture and in the informal
sectory And as has been noted already the investment pattern
suggested 'in the Draft, in agriculture and in the small seale
and village industries, and the proposal to shift consumption from
the non-poor to the poor all have the overriding employment
objective. Bul by the Draft's own reckening these are »at best,
short term palliatives which have to viewed against the "histerically
undique fact" that in our cowmiry over the last six decades the
share of agriculture in the work force has mot dimimished at all.

It was 73 per cent in 1921, 73 per cent again in 1971 amd 73.8 rer
cent in 1971, Not only is this comtrary te the develepment
experience of the advanced coumbries , it is unl:.k:e what has beepn
happening in some of our Asian meighbouring esuntries in the past
decade - Afganistan, Bangaladesh, ®wmbedia, Malaysia, Newal, Pakistan
Sri Lanka, Thailand and many others in all of which the share of the
labeur feree in.agriculture has come dows, So the empleyment
strategy of the Plan cannot be a long term develepment strategy.

In the leng run the empleyment questien cannot also be divereed from
the productivity question, and the activities of the informal

sector characterised by extremely low levels of labour predustivity
will have to be replaced by more productive enterprises, To the
extent that this is the case, the Ney Development Strategy is ne
development strategy at all, but a despara:e effort to do something ~
just about anything to create some jobs,

l.-25
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There is an even more desparate aspect in the Draft Plan
dociment, This is the demand crisis which one senses all through
its pages, starting with the ccai.ement on the very first page that
"he further expansion of indus try is limited by the narrowness of
the market., 4s a result, further import substitution of consumer
goods or capital goods cannot, at the current level of demand , afford
any great impetus for continued industrial growth." The theme then
pops up frequently, sometimes in the most mexpected places. It tums
out that the empleyment ereation about which the Draft speaks so
eloquently is an indirect vway to stimulate demand by putting
purchasing pewer into the hands of a larger section of the populatien,
It turns out teo that the tural development programme is another
way to boost up demand. It is stated: M"Accelerated rural development
and small industries programme will redistribute purchasing power anl
relax the Cemand censtraint on imdustrial growth." Also 3 "The large
Step-up in public sector outlay centemplated will, it is expected,
contribute to a growth of demand." Even the minimum needs programme
has demand creation as one of its unconcealed objectives. All these
are clearly expressed in a passage from the chapter on Irdustry and
Minerals: "The broad strategy (of industrial growthl is based on the
premise that the big incresse in invesiment thet is proposed in
employment intensi e activity like agriculture and allied activities,
irrigation and in infrasirueture like pewer and roads, and minimum
needs like water supply, health, primary education ard housing will
stimylate the demend for a’wide ran e of mass consumer, intermediate and
capital goods."

" This is not only the Plan's strategy ef industrial growth, it
is the essence’ of the Plan's development strategr. The plammers
heave been quick to grasp 'bho.u, paradoxical as it may apmar, the
major constriicting factor in the development of the Indfan economy
along the path 'th'aﬁ it has been taking so far is the limitation of
the demestit morket. Export promotion and diffusion of pu:chas ing power
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internally are the remedies they have for this malady., Could
it be that the New Development Strategyof the Plan is énly an
attempt to achieve the latter in the name of the wiversally
accepted social aims of the Indian people and of the poor who
are always to be with us ?

SR
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