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Is Growth Expendable? 
IT is apparently becoming a habit 

with us that in the middle of every 
Plan period we should either have a 
crisis or create a climate of crisis. Mid
way through the First Plan when the 
effects of the Korean boom wore off, 
everybody talked about a crisis of fall
ing prices and increasing unemploy
ment. Five years later we all shudder
ed at the foreign exchange crisis that 
bore down upon us, and madly re
adjusted the Second Plan. And now 
half-way through the Third Plan, we 
have another crisis, this time of rising 
prices. It looks almost as if we do not 
feel alive if every five years there is 
no general oratory about the catas
trophe round the corner. 

There is, of course, no denying the 
fact of high and rising prices, especially 
of articles which are important for 
everybody, rich or poor. Nor is there 
any doubt that with wisdom and deter
mined action at an earlier phase, some 
of the difficulties currently facing us 
could have been avoided. It is not 
only now that we have become aware 
of the propensity of agricultural produc
tion to fluctuate from year to year. 
This has always been so; and agricul
tural commodities' prices have moved 
up and down within wide ranges for 
years. Similarly, it did not need a 
great deal of prescience to anticipate 
that from year to year the community 
would be spending more on consump
tion, what with population increase, 
rise in incomes and larger employment. 
True enough, the Chinese attack and a 
sudden stepping up of defence expen
diture could not have been built into 
a scheme of things. But the develop-
mental outlays were to a large extent 
so built in, despite one or two serious 
gaps. Finally, it was obvious that the 
foreign exchange position would conti
nue to be tight, so that drastic short
ages of consumer goods could not 
easily be offset through additional 
imports. 

A l l this was there even for the most 
purblind to see: and one can blame a 
good deal of the present muddle on the 
Government. Such blame, however, 
should have a purpose apart from letting 
off steam. May be there are a num
ber of things that Government should 
have done two years back, which there 
would be no point in its trying to do 
now. Castigating the Government 
can be a useful exercise If it pin-points 
the measures that can be, and are to be, 
taken today. And this is where confu
sion reigns supreme, within the Govern
ment as well as outside. 

A situation such as this is ideal for 
the so-called pragmatists who live in 
the present to take over. Politically, 
it is good to be concerned about prices; 
that would be an earnest of one's iden
tification with the masses, whose inter
est is not being safe-guarded here and 
now because the Government is callous, 
big business is exploitative and so forth. 
A l l this makes a fine facade for the 
pragmatist behind which things of 
value to the vulnerable classes them
selves can be jettisoned. For such a 
purpose, what is better than a crisis of 
confidence in the future? 

There are enough lessons from the 
immediate past which one can draw 
upon to realise that some short-term 
remedies can be worse than the disease; 
at a minimum, they end up by being 
no remedies at all for society as a 
whole, though they may benefit an ad
vantageously placed section of it. It 
was the frantic 're-appraisal' of the 
Second Plan that reappeared in the ini
tial years of the current Plan in the 
shape of transport, power and other 
bottlenecks. And the foreign exchange 
crisis of the Second Plan itself was the 
fruit of the 'realists'' solution for the 
unemployment scare of the First Plan 
period. But nobody, least of all the-
men in a hurry to solve the price prob
lem, cares to ponder a moment on 
these mistakes of the past! 

It is elementary economics that if 
prices arc rising, there is more spend
ing than is consistent with available 
supplies. It is equally elementary that 
in such a situation, either the supplies 
have to be increased or the demand 
reduced if the pressure on prices Is to 
be taken off. Supplies do not fall from 
heaven; they have to be obtained 
through additional effort and they take 
time to appear. If one cannot wait 
until then, what is more logical than 
reducing demand? 

Fascinating games can be played on 
how to reduce demand and influence 
prices in two weeks. But in real life, 
which the pragmatists often do not be
lieve in seeing in the round, things do 
not happen that way. Especially when 
one is dealing with prices of consumer 
goods essential for plain, daily require
ments. People wi l l earn, beg. borrow 
or steal for spending on them. It is at 
that point that one has to strike if a 
dent is to be made on current demand. 
What is more important, this reduc
tion in spendable incomes has really 
to be made at the lower income levels, 
if the maximum impact is to be felt 

on the demand for rice, edible oils, 
textiles and such necessities of life. 

It takes no great perceptiveness to 
see that cutting the demand for essen
tial consumer articles cannot be achi
eved without reducing employment at 
the lower income ranges. A variant of 
this is, of course, to reduce the rates 
of remuneration to the workers. In all 
the agitation against rising prices, the 
point is ignored that in a considerable 
range of incomes, the excess demand 
that exists is the counterpart of the 
employment and income increases 
that have occurred over the years. 
If we can organise our affairs more 
rigorously, it is true that a good bit 
of fat at higher income ranges 
and in the distributive trades can be 
cut, without detriment to the quality 
or quantity of goods produced. But it 
is a safe bet that padded incomes are 
likely to be the last to be cut or tam
pered with. Those that have these are 
too privileged or too powerful political
ly to be effectively dealt with under 
existing conditions, unless drastic mea
sures are taken. But drastic measures 
are not taken because the cry can be 
raised that democracy is in danger or 
that there will be no incentives for the 
already better-off sections of the com
munity. What then is easier than 
achieving price stability through deny
ing employment to those who have 
little or no income to spend? 

This is not a bugaboo born out of 
perverted thinking. The incomes that 
arc most expendable are those that do 
not yet exist. But they would come 
into existence if the Third Plan outlays 
are carried out as scheduled. Indeed, 
considering all the extraordinary events 
that have interfered with the Plan al
ready, any serious attempts to reach the 
original targets would require a sub
stantial increase in the developmental 
effort in the next two years. Further
more, the long-term strategy of deve
lopment would warrant a certain 
amount of preparatory spending for 
the next Plan. Should these come 
about—and even without any really 
effective redistributive policies being 
adopted—there ought to be a further 
increase in employment and spendable 
incomes with the people. For those 
who concentrate on the present price 
problem, nothing would be more un
helpful than the addition of these in
comes that arc yet to come. Their 
stand has, therefore, logically to be that 
of seeking to prevent these from com
plicating life. Does it matter much if 
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some of the rabble remains poor and 
unemployed a little longer? After all, 
the poor have long been accustomed to 
poverty: why should anybody bother 
overmuch about this? 

The matter, in other words, is quite 
simply this. Rising prices erode the 
real value of the incomes and assets of 
those who already have these. They see 
this more clearly than the obverse of 
the phenomenon, viz, that rising prices 
also give higher money incomes to the 
sellers of goods and services. Or better 
still, nobody openly talks about the 
benefit rising prices have made to his 
money income, but only about their 
contribution to somebody else's income 
—which society should, in their opi
nion, not permit. And the consequence 
of this attitude is that consciously or 
unconsciously, different sections of the 
community demand that the 'other 
man' be prevented from queering the 
pitch. The cost that society as a 
whole may have to pay in the future 
is no concern of theirs as long as their 
future is assured. If, that is to 
say, current inflation is part of 
the price to be paid for future deve
lopment, we have to choose—as a na
tion. There is little point deluding 
ourselves that all the increase in prices 
is a reflection of wasteful expenditure. 
If that were really so, we should, of 
course, cut out the frills and extra
vagances. I t wil l then largely be the 
upper class in society that wi l l have to 
do without them. Similarly, if all the 
price increases were due to exorbitant 
trade margins, they ought certainly to 
be drastically curbed by state action— 
.arguments of corruption and ineffi
ciency notwithstanding. But when it is 
obvious that in a developing economy, 
such as ours, certain inflationary pres
sures are bound to arise because of 
supply inelasticities which can be over
come only through more developmental 
effort, it is poor economics and worse 
politics to try to buy lower prices at 
the cost of lower employment and in
come. 

One should not, of course, close one's 
eyes to the immediate problems or to 
inflation. But in seeking the easy way 
out of the present situation of short
ages, must we perpetuate them? Prag
matism is only a part of economic 
statesmanship. The other, and more im
portant, part of it is a vision of the fu
ture to be striven for. It is time that 
the latter is rescued from the stampede 
that is threatening. 

This is, however, not to say that there 
were no gaps in the built-in scheme 
of things. There were and still are. 

Despite exercises on the significance 
of projects being phased over time and 
the relationship of such phasing to the 
rate of growth of income and output, 
the Planning Commission has never 
been quite aware of the relevance of 
the issue. The pattern of investment 
—in addition to, as much as together 
with, the size of the investment—is an 
element to be taken into account. The 
larger the size of the investment pro
gramme, the greater is the necessity of 
certain types of marginal adjustments in 
the pattern of investment for dampen
ing the inflationary pressure of the big
ger outlays. Of this, the Planning Com
mission is even less aware. The size 
of the development programme is, after 
all, only one dimension of the process 

which makes rapid long-run growth 
feasible. What the investment pro
gramme yields in the short period in 
terms of increased availability of goods 
and services is the other dimension of 
the process, namely, that of political 
feasibility. In order to win the war of 
'magnitude", it may on occasion be 
good tactics to concede minor varia
tions in the 'pattern'. 

What was also not built into the Plan 
was any scheme for effective insulation 
against fluctuations in food production 
and ironically enough, we have been 
up against fluctuations in food produc
tion, badly caught up in it, in a fairly 
good year with an all-time record high 
rice production and at a time when 
imports are freely available? 
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