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A decade of economic planning is hearing its end, India is now getting ready for the Third Plan. 

Hon has the Indian economy responded to the stimulus of the first two Plans? 

How should its performance he judged? 

U hat are the prospects that we can reasonably look forward to? 

These are obviously pertinent questions. The answers may be more adequate if we look back and 
around that is. if the recent achievements of our economy are viewed briefly in the setting of the changing 
world over the last century and more particularly in the last decade. 

A F E W important indicators of the 
economic advance in the last 

decade in India may be given. Over
all income is estimated to have 
increased by about 10 per cent. 
per capita income has risen by 20 
per cent, or about 2 per cent per 
year. The Goverment , however 
made a larger draft on pr ivate in
comes in the form of loans, addit io
nal direct and indirect taxes and 
deficit finance. There may also 
have been a f l ight rise in personal 
saunas. When allowance is made 
for these. personal consumption 
might have increased by over 10 
per cent d u r i n g the decade, or ab
out 1 per cent per annum. There 
are no f i rm data to compare present 
per capita income w i t h the real 
pre-war level. A few indicators of 
output, however, suggest that the 
post-war recovery in I n d i a was slow. 
By only about the mid-fifties, the 
real pre-war level was reached. The 
small rise in real per capita income 
thereafter suggests that at the start of 
the T h i r d Five Year Plan it was no 
more than 5 to 10 per cent higher 
when comparded w i t h pre-war 
years that is. over 20 years ago. 

Over the last century, per capita 
incomes in I n d i a changed but. l i t t l e . 
Some estimates show that the real 
level actually f e l l . Even the more, libe
ral estimates of Shri M Mukherjee 
place the annual rate of per 
capita growth at about 0.4 per cent. 
On ly two decades (average of 
1871-79 to 1881-89 and of 1901-09 
to 1911-19) had an annual rate 
of increase in per capita incomes 
of about 2 per cent, or the same 
as in the last decade of planned 
economy in Ind ia I f Mukherjee 's 
data are accepted the achieve
ments in the last decade were in
deed superior to those of the cen
tury as a whole, but not. much dif
ferent f rom those of the two earlier 
decades mentioned. 

India in World Setting 

The economic landscape of the 
wor ld at large, however, changed 
beyond recogni t ion in this per iod . 
At the start of the nineteenth cen
tury the per capita level of l i v i n g 
in the major European countries 
was not much higher than in Ind i a . 
But the translat ion of technical 
inventions into indust r ia l plants 
la id the foundation for a r ap id 
rise in levels of l i v i n g in these coun
tries. Most of the indust r ia l coun
tries of to-day attained an annual 
rate of g rowth of about 2 per cent 
in per capita output . Consequently 
in a century and a half, in w h i c h 
Ind ia almost stagnated, these, coun
tries increased the economic, well-
being of their average inhabi tant 
some seven to ten-fold. The wide 
d ispar i ty that we now find in the 
levels of l i v i n g in many of the less 
industr ia l ized countries, such as 
Ind ia , and the indust r ia l countries 
of the w o r l d appeared in this 
century. 

The knowledge of our own back
wardness and the h igh potential for 
development came to fo rm the basis 
of the desires, intentions and plans 
of the poor countries to narrow 
this gap as rap id ly as possible. 
To attain an annual per capita rate 
of economic g rowth significantly 
above that in the richer countries 
came to be accepted as the test of 
economic success for the countries 
that were left behind. W i t h all the 
vast treasure-house of technological 
knowledge that is awai t ing assimi
la t ion, the pace of our advance in 
the last decade has been no higher 
than that at the dawn of economic 
g rowth in the present-day indust r ia l 
countries a century ago. 

In the fifties 
Coming to more recent times, 

the fifties were a per iod of unpara l 
leled rapid economic growth in 
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many countries of the w o r l d . After 
a decade of depression in the thir
ties and a destructive war thereafter, 
there was a tremendous economic 
spurt. Pre-war levels of l i v i n g 
were surpassed in the late forties or 
early fifties and nearly doubled by 
I960 . Germany, Japan, I ta ly and 
France in the western w o r l d and 
most of the countries in the socialist 
wor ld attained an average annual 
rate of economic g rowth of 6 to 10 
per cent. On the other hand, the 
countries which were the richest 
United States. Great Br i t a in and 
Denmark — in the pre-war wor ld , 
advanced slowly. Ind ia together 
w i t h many other poor countries had 
the doubtful pr ivi lege of being in 
the caravan of the slow-moving 
r i c h . 

In the decade that has just come 
to an end, the economic distance 
that separated India f rom most of 
Western Europe, Eastern Europe, 
Soviet Un ion , China, and Japan, has 
lengthened rather than narrowed. 
The task, yet not begun, is to re
verse this tendency. W i t h this 
sobering fact in the background, 
we may become less effervescent 
about our successes and more con
cerned about our future. 

Third Plan Draft Outline 

The Draft Outline, r unn ing into 
100,000 words, sets out the main 
targets and lines of po l icy for the 
T h i r d Plan per iod. In many res
pects, the T h i r d Plan resembles the 
Second. Both a im at an increase 
of income by about ( "over" in the 
T h i r d Plan) 5 per cent per year, 
al though the actual at tainment in 
the Second was a l i t t le over 3 per 
cent. There is, however, a crucial 
difference. Agr i cu l t u r a l output in 
the Second Plan was to rise by only 
18 per cent, whi le in the T h i r d , the 
projected expansion is HO to 33 per 
cent (P 3 2 ) . 

On the Eve of the Third Plan 
Surendra J Patel 
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Even when the T h i r d Plan counts 
on an increase in agr icu l tura l out
put by 6 per cent per year, it is 
odd indeed that its expectation for 
over-all income rise is for only 
'Over" 5 per cent per year. The 
inconsistency is more puzzling when 
it is planned to raise indus t r ia l and 
mineral output by 80 per cent 
( pp 39-10), and product ion in 
small-scale industries by 35 per cent 
(chapter 10) . W i t h the given 
targets of rise in rai l f re ight trans
port by 15 per cent 9p 2 4 3 ) , motor 
transport by 80 per cent (estimate) 
and outlay on social services 45 per 
rent (p 2 7 ) , t h e . rest of the econo
my (professions, other transport 
and commerce, other government 
branches, domestic service and 
house rent) wi l l have to mark 
time that is, show no increase 
over the T h i r d Plan period in 
order lo accommodate the sectoral 
targets in the over-all income target. 

Sectoral Targets lnconsistent 

The inconsistency is just as ap
parent if targets are analysed f rom 
the expenditure side. Investment 
w i l l be r is ing by 50-55 per cent 
(p 251 and about 70 per cent of 
consumer expenditure I that is. near
ly the whole of expenditure on 
commodities as given by increases in 
consumer goods o rg ina l ing in agri
culture and organized and small-
scale industries) by 35 per cent. 
Consumer expenditure ( inc lud ing 
government ) on the non-commodity-
service-sector would have to stay 
unchanged throughout the Plan pe
r iod , if the over-all target for na
tional product is to be consistent 
wi th the sectoral target! Obviously 
an unreasonable assumption! 

This inconsistency between the 
sectoral targets and the over-all 
target is also reflected in the think
ing on price policy. Against an 
officially given over-all rise in in-
eome of about 30 per cent, the 
foodgrains output is to he pushed up 
by 33 to 40 per cent plus guaran
teed imports under P L. 4 8 0 ) ; and 
vet tin- major concern appears to be 
wi th a general rise in the price 
level, led by food gra in prices 
(Pp 14-15). The demand for food-
drains is surely not go ing to rise by 
"lore than the rise in income! The 
price prospect consistent wi th the 
sectoral and over-all targets is for a 
disastrous fal l in foodgrains prices 
and not a price rise. The foodgrain 
target, the over-all income target 

and the t h i n k i n g on price pol icy 
can hardly be comfortably accom
modated in the same document. 

Higher Growth Rate 
Attainable 

The difficulty of increasing the 
supply of consumers goods has al
ways been the most serious 
s tumbling block for all plan-
rung authorities want ing to 
raise the level of investment. If 
now in Ind ia we can raise the sup
ply of the major consumer goods by 
.'15 per cent, or between 6 to 7 per 
cent per year (as is i m p l i c i t in the 
sectoral targets) , we should be blam
ed for t i m i d i t y not audacity — if 
we cannot plan to increase, over
all income by much higher than '30 
per cent say. by 40 to 50 per 
cent, or an annual rate of 8 to 9 
per cent. When this is done. India 
would have taken, conceptually at 
least, a b ig step fo rward . The task 
then would be to work out adequate 
policies that would assure attain
ment of this pace. 

One may fear however, that the 
internal inconsistencies in the Plan 
may be ironed out, not by raising 
the over-all income target, hut by 
reducing the present high targets 
for the expansion of consumer 
goods supplies, ln that case. the 
T h i r d Five Year Plan w i l l fit in well 
w i th the slow-growth of the last ten 
years, The task of raising the rate 
of growth of our economy above 
that in the other indust r ia l coun
tries, in order to overcome r a p i d h 
poverty and squalor and to reduce 
the econnomic gap that separates us 
from the industr ia l countries, would 
in that case, not have begun even 
by the end of the T h i r d Plan. 

What Difference in Growth 
Rates Means 

Whi le it is realized that an an
nual rate of g rowth of 8 to 0 per 
cent is higher than that of 5 per 
rent, the real significance of the 
difference between the two may not 
be readi ly apparent. The small 
table below may help toward a 
proper assessment of the difference. 

At a rate of g rowth of 5 per cent 
per year for the economy, per capi
ta income would rise by 80 per cent 
in 20 years and by 2.'-50 per cent in 
10 years (assuming an even rate of 
growth in populat ion of 2 per cent 
per year) . f o r the same periods, 
however, the expansion in per capi
ta incomes would he 220 and 930 
per cent at M per cent per \ear 
and 290 and 1400 per cent at 9 
per cent. If we take a 10 year 
view, at an annual rate of g rowth 
of five per cent our average level of 
l i v i n g would be over three times 
as h igh as at present; that is. by 
the end of this century, it would "Br 
no higher than the level now pre
valent in the poorer areas of Sou
them Europe and most of Lat in 
America. But on the assumption 
of 9 per cent rate of growth, it w i l l 
be 15 times as high at the end of 
the century as to-day. or about the 
same or a litt le higher than in 
most of the h ighly industrialized 
countries of north-western Europe. 
A higher rate of growth ran there
fore be hardly regarded as merely a 
matter of ari thmetic or of puely 
academic concern. 

Its Prima Facie Feasibility 

Nobody would dispute the desira
b i l i ty of having a higher rate of 
growth. Rut there w i l l alwavs be 
plenty of arguments about the possi
bil i t ies of a t ta in ing it . An adequate 
answer to these arguments would 
require much more space than 
can be devoted to it here. Bui there 
weighty considerations may be ad
vanced here suggesting the prima 
facie feasibil i ty of a relatively high 
rate of g rowth for India , 

In the first place, the sectoral 
targets in the Draft outline (income 
as well as expenditure flows) imp ly 
an annual rate of output growth of 
7.5 to 8 per cent. That the Outline 
chose inconsistency is no argument 
against the feasibi l i ty of high rates. 
If the sectoral targets are attained, 
there would not be much need to 
worry about over-all income rise. 
It w i l l he 7 to o per cent. Toward 
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the end of this note, there is a br ie f 
discussion suggesting the lines along 
which the crucial target for food-
grains might be realized. 

Secondly, and this is much more 
important , to ask for a closer exami
nation of the possibili ty of a 5-7 per 
cent rate of g rowth of per capita 
income is not to indulge, in science 
f ict ion now. In the nineteenth cen
tury , such a proposit ion, though con
sidered interesting or fascinating 
according to taste, could have easily 
been diseissed by the sober-minded 
as the product of art imaginative 
but an unpractical m ind . The most 
r ap id rate of growth they knew 
was 2 per cent per capita per year 
in the advancing countries, and 
that was so much more than any
th ing they had ever known in the 
past or in other countries of the 
wor ld . These were uncharted oceans 
and the ord inary mortals do not set 
sail in them without a compass. 
Hut in the twentieth century, par t i 
cularly in the last few decades, 
many countries in the world have 
attained such growth rates for vary
ing periods. These high rates are 
taken for granted in most of the 
centrally planned economies, and 
West Germany and Japan provide 
s t r ik ing il lustration in the private 
enterprise economics. In the l ight 
of this experience, examination of 
the feasibility of a high rate can 
no longer be dismissed on the 
ground that it is just too high. 

T h i r d l y , it is an outrage against 
common sense to suggest that the 
feasible rate of economic growth 
( per capita ) ran hardly be higher 
than that realized by the Indus t r i a l 
ly advanced countries in the very 
early days of their economic growth 

that is. a century ago. These 
countries could not advance faster 
than the pace of technological deve
lopment. In the absence of an 
over-all p lann ing organizat ion, their 
pace often lagged behind that of 
technological progress. The situa
t ion today is fundamentally diffe
rent. The accumulation of techno
logical knowledge in industry, 
agr icul ture and' other fields is vast 
indeed. Economic growth in the 
less industrialized countries is now, 
as it was never before, a function 
of their ab i l i ty to draw on this 
treasure house and assimilate the 
new techniques. In addi t ion , there 
are now Planning Organizations 
which are expected to have a vision 
in their outlook and c la r i ty and 
firmness in action. 

How to Raise Agricultural 
Yield 

Since the foodgrains target is the 
most crucial and most l ikely to he 
reduced, it would be relevant to in
quire whether an increase in food-
g ra in output by 33 to 40 per cent is 
attainable in five years. Yields of 
foodgrains per acre of land in I n d i a 
are among the lowest in the wor ld . 
Whi le this is a h igh ly deplorable 
situation in terms of the supplies 
available to the popula t ion, it may 
be considered h ighly advantageous 
in terms of growth potential . Even 
if the yield of all foodgrains 
is raised f rom about 600 lbs 
per acre as at present, to ab
out 000 lbs, or by as h igh as 
50 per cent, the average y ie ld would 
s t i l l be among the lowest in the 
wor ld . It would he only equal to 
yields which were common in most 
of north-western Europe in the mid
dle of the last century (and which 
obtain in other under-developed 
countries at present). Since then, 
the appl icat ion of modern tech
niques fo l lowing f rom the develop
ment of the science of agro-biology, 
soil classification, chemical fertilizers 
and improved methods of f a rming 
in general, have raised these yields 
to 3000 to 4000 lbs per acre, or 
three to four- fo ld . 

Despite all the investments in 
agricul ture dur ing the last two plans, 
the yields per acre in I n d i a have 
remained obstinately unchanged. Is 
it really because soils in Ind ia are 
so poor, ra infa l l so uncertain and 
farmers so conservative? The main 
reason, now slowly —very slowly in
deed — f inding acceptance was our 
own approach to agr icul tura l g rowth . 
The lack of h u m i d i t y (or inade
quacy of ra infa l l ) weighed so 
heavily on us that we spent 
more than one-half of agricul
tural investments on grand i r r iga 
t ion projects, designed " to change 
nature" ; but very l i t t le was done 
— not even prayerful exhortations 
were made— in the first eight years 
to raise yields on lands w i t h assured 
ra infa l l or funct ioning i r r i ga t i on . 
And such areas even at the start of 
the First Plan amounted to nearly 
40 per cent of the total and pro
duced 60 per cent of domestic out
put . If the national effort was con
centrated on these lands w i t h assur
ed humid i ty through widespread 
appl icat ion of modern techniques 
and fertilizers, yields per acre could 
have been doubled. The to ta l out

put f r o m these areas alone would 
have supplied a l l the foodgrains 
we needed — and at lower cost. 
W i t h income in agriculture thus 
raised, it would have been easier 
thereafter to attack the longer-term 
problem of assuring water to the 
other areas through a series of i r r i 
gation projects. 

Upside down Approach 

The approach to agr icu l tura l 
growth - and p lanning of invest
ments in agr icul ture — has been 
conceived by and large upside down. 
In a poor country l ike ours, 
effort and resources were concent
rated on the most expensive, long-
matur ing and slow-yielding projects. 
The quick-yie ld ing and much less 
expensive method (prov is ion of a 
combined sample of all ingredients 
needed to raise output at selected 
points and then spreading the new 
technique through demonstration of 
vastly superior results) was left to 
the mere oral propaganda of an 
obscure vil lage worker. I f preaching 
ever brought about advation, Ind ia 
wi th her teeming mil l ions of Sadhus 
and Fakirs spred everywhere 
would have attained it long ago. 

That yield in agricul ture can be 
raised very h igh and very rapidly 
without costly projects to "change 
nature" in the i n i t i a l stage is amply 
demonstrated, for the benefit of the 
sceptics, in the experience of 
Yugoslav f a rming over the past six 
years. Average yield per acre for 
the country as a whole was raised 
f rom 1000 lbs to over 2000 lbs in 
these years and in areas of concent
rat ion of effort (and that is what 
is really significant) now extend
ing to nearly 40 per cent of the 
total - it rose to 3500 lbs, that is, to 
the level now prevalent in the count
ries w i th the most intensive agricul
ture, such as Denmark and the 
Netherlands. In this rap id advance, 
i r r i g a t i o n played practically no role 
at a l l , though before 1954, as in 
Ind ia up to now, it was assigned a 
crucia l role in raising agr icul tura l 
output . For a detailed analysis, see 
United Nations Economic Commis
sion, for Europe. Economic Survey of 
Europe in 1959; Geneva, 1960; 
Chapter V I I and the Special App
endix to i t . ) Before blaming Ind ian 
farmers for their innate conserva
tism, i t would help if the main lines 
of our approach to agr icul tura l 
g rowth are dispassionately re-exa
mined. 
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