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Perspective of Development 

Resources for the Fourth Plan 
The outline and composition of the Fourth Plan are still under discussion. The variety of papers in circula

tion shows painstaking effort and the formidable difficulties which are anticipated in mobilising resources. There are 
three main sets of projections, one by the Perspective Planning Division (PP), the second by the Economic Division 
of the Planning Commission (ED), and the third by the Reserve Bank of India (RBI). 

The PP projection aims at a minimum consumption of Rs 20 per head per month by the entire population in 
1976 to be attained through a 7 per cent annual rate of growth of national income over the decade 1966-1976. It 
is concerned mainly with physical resources and their input-output relationships. Financial resources are indi
cated only as an aggregation device. Interpreted in terms of its principal objective, the PP projection can be said 
to represent the demand side of the Plan equation, 

RBI envisages two alternative rates of growth of national income, 5 per cent and 6 per cent, on the basis 
of an appraisal of financial resources. The projections cover only the Fourth Plan period, 1966-71, and are not 
concerned with the achievement of a national minimum by a definite date. These estimates can be described as 
the supply side of the Plan equation. 

The ED projection is roughly in an intermediate position. It suggests two alternative growth rates, 6.6 per 
cent and 7.2 per cent, the difference between which is wholly attributable to a choice between alternative rates 
of growth in agriculture, 4 per cent and 5 per cent, respectively. This approach is based upon the aggregation of 
different sectoral rates of growth and the building up of demand output balances in individual sectors on the 
assumption that foreign aid roughly of the order of $ I billion per annum would be available for the Fourth Plan. 

What follows is a rough and broad comparison of these three projections knowing fully well that they are 
not really comparable. It places the three approaches side by side without going into the detailed assumptions under
lying them. 

IN comparing the three projections, 
one has to remember that PP is 

part of a long term perspective in 
which we are expected to "approach 
the problems in a scientific spirit, 
with a boldness of vision, and deter
mined action, backed by national will 
and the united effort of the people". 
The RBI projection is, by contrast, a 
modest statement of accounts. The 
ED approach is a macro-economic 
hypothesis. PP and ED figures are at 
1960-61 prices, RBI's at 1963-64 prices, 
which are 8 per cent higher. Nearly 
all PP estimates are for the last year 
of the Plans. They have to be con
verted into total Plan figures by some 
crude adjustments. The method fol
lowed here is to multiply the PP end-
Plan figures by 4, a multiplier which 
gives reasonably consistent totals, and 
then adjust the results slightly to 
achieve over-all consistency. 

Aggregates 

First, the aggregates. 
PP's target of national income in 

1970-71 is Rs 26,000 crores at 1960-61 
prices. This would be achieved by an 
annual growth rate of 7.5 per cent 
from a base of Rs 18.000 crores at 
the end of the Third Plan, on the 
assumption of a growth rate during 
the current plan of 5 per cent as pro
jected in the Plan document. 

RBI assumes that the Third Plan 
growth rate would be 3.6 per cent 
(provided a rate of 4.5 per cent is 
achieved during the last three years 
of the Plan), giving a national income 
of Rs 17,000 crores at 1960-61 prices 

in 1965-66. From this base, national 
income would rise at the end of the 
Fourth Plan to Rs 21,700 crores if the 
growth rate is 5 per cent (A), and to 
Rs 22,800 crores at 6 per cent (B). 
RBI considers 6 per cent growth as 
the outer feasible l imit; most of its 
projections, however, assume only a 5 
per cent growth rate. 

ED starts with a national income of 
Rs 17,050 crores in 1965-66 at 1960-61 
prices, but with a hopeful note that 
the actual figure might be higher (Rs 
17,500 crores) since agricultural and 
industrial production might swing up. 
and the contribution of small industry 
is statistically under-estimated. Its 
6.6 per cent (A) and 7.2 per cent (B) 

annual growth rates sum up sectoral 
rates of 4 and 5 per cent, respectively, 
in agriculture, 12 per cent in large in
dustry, 4 per cent in small industry, 
and 5.8 per cent in services. These 
rates would give a national income in 
1970-71 at 1960-61 prices of Rs 22700 
crores (A) and Rs. 23,150 crores (B). 

Investment and Savings 

The net investment contemplated by 
PP for the Fourth Plan is Rs 22,160 
crores, reaching 20.7 per cent of na
tional income in 1970-71. RBI sug
gests Rs 18,000 crores (17 per cent 
investment ratio) (A) or Rs 19,450 
crores (18 per cent investment ratio) 
(B) at 1963-64 prices which, deflated 
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to 1960-61 prices, amount to Rs 16,700 
crores and Rs 18,000 crores, respec
tively. 

ED proposes Rs 19,225 crores (A) 
or Rs 20,205 crores (B) which wi l l 
take investment to 19 per cent of 
targeted national income in 1970-71. 
This would involve raising investment 
from Rs 2,700 crores in 1965-66 to 
Rs 4,300 or 4,400 crores in 1970-71. 
Gross investment in that year would 
be Rs 5,800 crores (A) or Rs 6,040 
crores (B), amounting to 29 per cent 
of national expenditure. 

The ratio of domestic savings to 
national income would be 19.4 per 
cent at the end of the Fourth Plan 
(PP), and a Plan average of 14.2 per 
cent (RBI 'A') or 15.4 per cent (RBI 

Note: Depreciation represents depreciation provision estimated on the life of the plant minus depreciation out
lay. For Railways and Post & Telegraphs, the return is taken at 6 per cent for 1965-66, 7 per cent 
for 1970-71, and 8 per cent for 1975-76. For all other enterprises, it is taken uniformly at 10 per cent 
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'B'), ED's estimate is 17.6 per cent 
(A) or 177 per cent (B). 

The incremental capital output ratio 
is not specified by PP; it appears to 
be 3.35. RBI's ratio is 4.08 (A) or 3.94 
(B) at 1961-62 prices. 

Further comparisons are even more 
difficult. PP breakdowns are available 
only for 1970-71, while RBI has work
ed them out only as aggregates for the 
Plan period. Both these projections 
are net of depreciation; ED's figures 
are mostly gross of depreciation. Since 
all the projections are approximations 
and are in broad magnitudes, the 
difficulty of comparison is not insuper
able. However, the comparisons that 
follow are necessarily rough. 

Foreign Aid 
PP estimate of foreign aid avail

ability appears to be Rs 2,500 crores 
against RBI's minimum of Rs 2,800 
crores. Both are exclusive of repay
ment obligations. ED takes credit for 
Rs 2,000 crores net of repayments, 
defence, etc, and assumes that foreign 
aid would be 20 per cent more than 
for the Third Plan. RBI estimates the 
requirement at Rs 3,300 crores (A) or 
Rs 3,800 crores (B), and repayment 
obligations at another Rs 500 crores, 
and gives an explicit warning that the 
balance of payments position would 
render even 5 per cent growth difficult. 
PP estimates of foreign exchange re
quirements are more than ordinarily 
difficult to assess as they are given 
only for the 1970 71, the last year of 
the Plan. 

The PP and RBI estimates of 
domestic savings (ED has a different 
mode of presentation) are as follows : 

(Rs thousand crores) 

Public Sector 

With 8 per cent difference in the 
price base, the total net investment 
contemplated is, to repeat, Rs 22,100 
crores (PP), Rs 18,000 crores (RBI 
'A') and Rs 19,450 crores (RBI 'B'), 
Rs 19,225 crores (ED 'A') and Rs 
20,205 crores (ED 'B'). 
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PP allocates Rs 14,200 crores (64 
per cent) to the public sector and Rs 
7,900 crores (36 per cent) to the pri
vate sector. 

The RBI allocation is, strictly 
speaking, not comparable at all, be
cause (i) it includes under private 
investment a number of items that are 
not included by PP, and (ii) its public 
sector estimates relate to total Plan 
outlay (including current outlay) and 
not to net investment alone. RBI 
gives 61 per cent of investment to the 
public sector, and 39 per cent to the 
private sector. This distribution ap
plies only to (A). Its figures for ag
gregate Plan outlay (including private 
investment) are Rs 19,000 crores (A) 
and Rs 19,750 crores (B), against PP's 
Rs 24,300 crores. 

ED's allocations are wholly in terms 
of industrial sectors, and make no 
reference to public and private sectors 
as separate identities. 

The pattern of financing public 
sector outlay is shown in Statement A. 
PP figures are for net public invest
ment, those of RBI relate to total Plan 
outlay, while ED estimates relate to 
gross investment plus public consump
tion in the year 1970-71. 

Private Sector 
The total amount of private invest

ment would be Rs 7,900 crores (PP) 
or Rs 7,700 crores (RBI). The pattern 
of financing envisaged is as follows; 

Total private saving is estimated at 
Rs 12,200 crores (PP) and Rs 12,400 
crores (RBI). After its absorption in 
private investment (less external assist
ance), the balance of Rs 4,600 crores 
and Rs 5,780 crores, respectively, 
would be available to the public. 

Surplus of Public Enterprises 
PP's estimates of surplus from cur

rent revenues and public enterprises 
are about twice as large as that assess-
ed by RBI. PP does not deal with the 
probable effect of any enhanced indirect 
taxation and future increase in the 
prices of public sector products. For 
example, it assumes that public enter
prises other than Railways and Posts 
& Telegraphs will earn a return (pro
fits before interest and tax but after 
depreciation) of 10 per cent on capital 
employed (gross fixed assets plus work
ing capital) with a time lag of two to 
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four years. This is far from present 
day reality, good though it is as a yard
stick of performance. The surpluses 
expected of steel, power, machine 
building, and mining (Table PP 4) arc 
possible only if their costs are reduced 
substantially or the prices of their pro
ducts are raised. 

Besides, PP has taken credit in the 
estimated surplus for the difference be
tween depreciation provision and de
preciation outlay, which is unjustifi
able since fixed assets are taken at 
gross value. And if replacement out
lay (whatever that means) is excluded 
from gross fixed assets, the total in
vestment is under-estimated, whatever 
the theory of replacement might be. 
Its valuation of depreciation is tech
nical, i e, on the basis of expected life 
of equipment, and not on that of in
come tax depreciation rules applicable 
to Government companies. 

Whatever may be the method of cal
culation, the requirements of external 
assistance appear to have been under
estimated by PP. No provision has 
been made for repayment liabilities, 
the amount of foreign inflow (Table 
PP 2) being shown as net of repay
ments. Perhaps the explanation is 
that in the language of programming, 
production targets and metrics are ex
pected to take care of the balance of 
payments. 

Inventories 
Another area where there is wide 

divergence between the PP and RBI 
estimates is that of inventories (ED 
does not attempt a breakdown of in
vestment into fixed assets and invento
ries). PP takes inventory accumulation 
to be no more than Rs 1,400 crores, 
Rs 650 crores in the public sector and 
Rs 750 crores in the private sector. 
RBI places total inventory accumula
tion in the private sector alone at Rs 
2,070 crores or nearly 30 per cent of 
total private investment (Table RBI 3). 
Its estimate for public inventory accu
mulation is Rs 675 crores. PP has 
grossly under-estimated inventory needs. 
This means either an under-fulfilment 
of fixed investment and output targets 
or an increase in investment require
ments far in excess of PP's own esti
mates. 

Financing of Private Investment 

Attention may be drawn here to the 
massive increase in resources that the 
corporate private sector would require 
during the Fourth Plan (Table RBI 5). 
There would have to be a 67 per cent 
rise over the expected Third Plan level 
in internal resources. Households are 
expected to raise their subscription to 
share capital from Rs 260 crores to 
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Rs 475 crores. The newly started Unit 
Trust would provide Rs 150 crores 
against Rs 40 crores. Finance corpo
rations would step up significantly 
their contribution to share capital, and 
their loans are to increase from Rs 160 
crores to Rs 275 crores. The contribu
tion of banks wi l l increase by a much 
smaller proportion, from Rs 560 crores 
to Rs 740 crores. The amount from 
trade dues and miscellaneous current 
liabilities wi l l , rather curiously, be re
duced from Rs 260 crores to Rs 160 
crores only. 

In the financing pattern of household 
investment, RBI breaks fresh ground 
(Table RBI 6). The predominant por
tion of such investment would be fin
anced, as before, from internal resour
ces. The balance would come from 
cooperatives, Government and banks. 
Housing would get somewhat larger as
sistance from L I C . 
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In a throw back, to the Third Plan 
(Table RBI 3), it is interesting to note 
that, as compared with the Plan docu
ment, private investment is now expect
ed to be significantly larger, mainly due 
to two reasons; (i) The latest estimates 
have a wider coverage, which indicates 
that actual investment in certain sec
tors is much larger than the recorded 
amounts and that, other things being 
equal, the inflationary potential of a 
given amount of expected Plan invest
ment is, therefore, all the greater. And 
(ii) inventory accumulation wi l l be 
much larger (Rs 1500 crores against Rs 
600 crores) while total fixed investment 
would be somewhat smaller. Housing 
alone is expected to absorb Rs 225 cro
res more, and cottage and small indus
try Rs 95 crores more. Agriculture 
wil l put in Rs 100 crores less! 

Table E D 3: Supplies for Private Consumption (including Imports) Sector-wise 

(at producers' prices)* 

* Producers' prices—market price minus trade, transport charges and in
direct taxes. 

** Includes electricity. 

† Includes indirect taxes. 


