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Perspective of Development 

The Crucial Decade, 1966-75 
Writing in the editorial pages of this issue, Pragmatist argues that the period of the Fourth and Fifth 

Plans may be decisive for the economic and political future of the country. Taking, realistically, the position 
that the present political stability cannot be assumed to continue indefinitely, he makes out a case for setting the 
target of self-sustained growth before the end of the Fifth Plan if the country is to tide over the period of 
political crisis, if and when it comes. 

Dispensing with foreign aid and sustaining the growth process entirely with domestic savings by 1975-76 have 
been at the centre of the Planning Commission's preliminary formulations relating to the Fourth and Fifth Plans. 

What does this imply in terms of the size of the Fourth and Fifth Plans, the rates of growth of national 
income, investment and consumption, the distribution of investment outlay, the pattern of output and mobilisation 
of financial resources ? 

In this and the following article an attempt has been made to present answers to these questions insofar as 
they can be culled from studies carried out in the Planning Commission's Perspective Planning and Economic 
Divisions and the Reserve Bank of India. 

W ITH increasing availability of sta
tistical material and higher tech

nical competence—the result of growth 
of trained personnel and efficient com
putational facilities—our Plans now 
look much sounder technically. The 
First Plan was no more than a collec
tion of stray projects loosely strung 
together. The Second Plan had a bet
ter scaffolding—the Mahalanobis Mo
del, which raised such lively contro
versy. Even so, the statistical support 
remained weak, the theoretical analy
sis being still based upon the two-sec
tor and the four-sector hypotheses. 
More effective statistical methods in the 
form of input-output analysis, were 
pressed into service for the Third 
Plan, The macro-magnitudes were 
broken into their micro parts. The 
inter-dependence between sectors was 
explicitly recognised and given empiri
cal content. 

Apart from the realisation that con
sistency between sectoral targets has 
to be assured, bearing in view the 
structural inter-dependencies, another 
dimension was added to the theoreti
cal formulations relating to the Plan. 
This was the recognition of the im
portant fact that growth is a continu
ous process and, as such, the succes
sive Plans have to be integrated logic
ally and quantitatively in the light of 
long-term objectives. The breaking-up 
of the growth process into specified 
time-periods is for reasons of adminis
trative convenience as also to give 
concrete shape to the more immediate 
tasks. They are not meant to facilitate 
production of new slogans intermit
tently as demanded by political expe
diency! A fairly detailed and compre

hensive outline has been prepared 
which covers the ten years 1966-67 to 
1975-76, or the Fourth and the Fifth 
Plan periods, based on the expected 
achievements of the Third Plan. 

Basic Objectives 
These basic objectives have been 

quantified in the form of minimum 
consumption of Rs 20 per capita per 
month for the entire population by the 
end of the Fifth Plan and the attain
ment of an annual average rate of 
growth of 7 per cent. This rate of 
growth is to be maintained even after 
1975-76 by which time the country is 
expected to be free from dependence 
on external assistance. A high and 
sustained rate of growth of 7 per cent 
is deemed imperative if any impact 
has to be made on the formidable pro
blems of mass poverty and unemploy
ment. Even this rate of growth is ex
pected to allow only 3 to 3.5 per cent 
annual rise in per capita consumption. 
On this basis the national income is 
expected to reach the figure of Rs 
37,300 crores by 1975-76 from about 
Rs 18,000 crores anticipated to be 
attained at the end of the Third Plan. 

From these global magnitudes of 
targeted income and consumption mic
ro targets for specific goods and ser
vices have been worked out. Given 
the aggregate demand which includes 
both public and private consumption, 
exports and inventories, the composi
tion of the final demand in terms of 
the probable demand for goods and 
services has to be estimated. The next 
step is to derive the gross requirements 
of all commodities and services that 
are commensurate with the given pat
tern of final demand. Next, the levels 

of production of major commodities 
to be domestically provided and the 
import content of the total gross com
modity requirements have to be fixed 
up. These decisions are constrained by 
the feasibility of domestic production, 
on the one hand, and the supply of 
foreign exchange, on the other. Hav
ing thus determined the micro targets 
for individual commodities and com
modity groups to be domestically pro
duced, the pattern of investment re
quirements is derived from these com
modity-flow magnitudes. 

The three important elements of 
final demand, namely, private consum
ption, public consumption and net in
vestment arc computed from the Gross 
National Product on the following 
basis: 

(a) The deficit in balance of pay
ments is assumed to decline to 
Rs 350 crores in 1970-71 
from Rs 550 crores in 1960-
61 and, further, it is assumed 
that the country would cease 
to rely on foreign aid from 
1975-76 onwards. 

(b) The level of public expenditure 
is projected on the basis of in
dependent targets for social 
services like education, health, 
etc, and likely increases in cur
rent expenditure. The probable 
increases in expenditure on 
civil administration is computed 
on the basis of past trends. 

(c) Net investment is expected to 
be accelerated to 21 per cent of 
national income by 1970-71. The 
same rate would continue dur
ing the Fifth Plan. 
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(d) Personal consumption is treat
ed as a residual, obtained by 
deducting the projected expen-
diture on investment and public 
consumption from gross domes
tic expenditure. 

Commodity Requirements 

Having thus arrived at the broad 
division of aggregate final demand 
into groups, the further breakdown 
of these in terms of specific commo
dity requirements is obtained as fol
lows: 

(1) The pattern of consumption 
expenditure is based on the 
findings of the N S S. The pro
bable changes in demand pat
tern consequent upon changes 
in incomes are computed on the 
basis of income elasticities also 
derived from the same source, 

(2) The pattern of public expen
diture is estimated from studies 
of the input structure of vari
ous public activities like educa
tion, the health services, etc. 

(3) Net investment is distributed 
as between investment in fixed 
assets (i e, machinery) and con
struction on the basis of past 
observation which has reveal
ed that their relative propor
tions remain more or less con
stant. Expenditure on construc
tion is further divided into ex-
penditure on steel, cement and 
other materials. Technical 
studies have suggested a method 
of computing these material in
put requirements by adopting 
certain norms stated in terms 
of per unit volume of construc
tion. 

The pattern of final demand in 
1975-76 that emerges after these de
tailed computations is seen to be sig
nificantly different from that observ

ed to prevail in 1960-61. The demand 
for agricultural output would grow at 
a much lower annual rate of growth 
when compared to the growth of ag
gregate demand, with the growth of 
demand for manufactures, services 
and other products surpassing it . Even 
within the group of manufactures, 
demand is seen to shift in favour of 
commodities using mainly non-agricul
tural raw materials. 

The additional production necessary 
to replace imports has also to be 
reckoned. This is of crucial import
ance if one of the basic aims is to 
reduce dependence on foreign aid and 
to provide a more permanent solution 
to the balance of payments difficulties. 
The possibility of reducing the defi
cit in the balance of payments is in
vestigated on the basis of both the 
prospects for increasing exports which 
are none too bright and of import 
substitution through domestic produc
tion. Import substitution is envisaged 
more prominently in the case of ma
chinery and capital goods production. 
Complete self-sufficiency, however, is 

in certain cases impossible as, for ex
ample, when non-competitive products 
are involved. It is also not desirable 
if it detracts from productive efficien
cy. 

Industrial Structure 

After determining the composition 
of final demand, the requirements of 
intermediate goods and services, com
patible with it, have to be estimated. 
This has been done on the basis of the 
input-output relations for each sector. 
In the case of some important pro
ducts in agriculture, industry, power 
and transport, the aggregate demand 
and supply have been examined for 
their mutual consistency. Aggregate 
demand comprises of the sum-total of 
final demand, intermediate demand, 
exports and domestic production of 
import substitutes. The gross output 
of agriculture and animal husbandry, 
computed on this basis will have near
ly to double during the period 1961-
76, implying an average annual rate 
of growth of 4.5 per cent. The pattern 
of production would also have to shift 
in favour of commercial crops, live-
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stock products, fruits and vegetables. 
The industrial structure would expand 
at a faster rate than agriculture, as 
would be expected and the demand 
for manufactured raw materials and 
intermediate products would grow 
even faster, what with the higher rate 
of investment and plans for import 
substitution in the machinery and 
capital goods sector. The net output 
of capital goods and intermediate in
dustries is expected to increase nearly 
ten times during the period 1960-61 
to 1975-76. Small-scale units are to 
be encouraged where economies of 
scale are not significant, especially in 
consumer goods and agriculture-based 
industries. The net output of the small 
scale industries is expected to grow 
by an annual rate of growth of 9 per 
cent during the decade 1966-76. The 
large-scale consumer goods industries 
are expected to grow at an annual 
average rate of 8 per cent during this 
period. 

Power and Transport 

Since the large impetus given to in
vestment activity would require sub
stantial increases in fuel and transport 
supplies, detailed balances have been 
worked out. The energy requirements 
are again based on the energy input 
coefficients in each individual case. 
The transport requirements arc work
ed out separately for railways, motor 
transport and other modes. The rail-
way freight traffic requirements are 
estimated by considering important 
individual commodity groups and their 
historically-generated traffic-output ra
tios. The feeder and local traffic is 
expected to vary in proportion to the 
long-distance traffic. The average load 
of traffic is computed from the observ
ed trends in the past, adjusted for 
the probable diversion of small dist
ance traffic to other alternative modes. 
The distribution of the total traffic 
requirements among various modes of 
transport is done keeping in view 
their comparative economy and effici
ency to carry particular traffic, com
modity-wise and distance-wise. 

Given the detailed estimates of com
modity requirements, it is then at
tempted to translate these into sector-
wise estimates of growth of income, 
employment and investment. The sec
toral growth rates of income follow 
from the sectoral growth rates of net 
outputs generated in each sector as 
aggregated from commodity net out
puts. Particular assumptions are made 
regarding income from construction 
which is assumed to grow in pace with 
the rate of net investment. More de
tailed projections of transport require

ments as generated by the growth of 
production of transport-using commo
dities are used to derive income from 
the transport sector. As far as 
income from Government activity is 
concerned, public consumption expen
diture is first estimated on the basis 
of programmes for education, health, 
etc and the net expenditure computed. 
The growth of other non-commodity 
sectors for which no reliable and com
prehensive data are available, a sim
ple assumption is made that they 
would grow in proportion to aggre
gate national income. 

The pattern of employment is work
ed out on the basis of commodity 
outputs and adjustments are made for 
the probable increases in productivi
ty. It is assumed that productivity 
would grow at the rate of 2.5 per 
cent in agriculture, small scale enter
prises, commerce, professional and 
other services and 3 per cent in the 
case of organised mining and manu

factures during the Fourth Plan. The 
respective productivity growth rates 
are supposed to increase to 3.5 and 
4.5 per cent for the Fifth Plan. 

Investment Magnitudes 
The total and sectoral investment 

requirements are then computed using 
the investment-output ratios in each 
individual case. Total investment in 
agriculture including animal husban
dry is composed mainly of investments 
in land reclamation, soil conservation, 
minor, medium and major irrigation 
and agricultural equipments. The ap
proximate average investment expen
diture per acre is computed for each 
of the first three items and total in
vestment calculated by multiplying 
these averages by the number of acres 
of land that would be covered under 
each type of investment. As far as 
equipment is concerned, it is assumed 
that investment in tractors would be 
made in holdings with more than 25 
acres. Investment in other equipment 
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is roughly taken to double over the 
Third Plan level. Rough provisions 
are made for other items of invest
ment (as in animal husbandry, orch
ards, etc) not included above. The 
fixed investment in organised industry 
is arrived at on the basis of incre
mental capital outlays per unit of out
put. In cases where time lags are sig
nificant additional provision is made 
so that the tempo of growth is not 
hampered in the initial years. The esti
mates are based upon capacity-out
puts. The aggregate fixed investment 
in industries is estimated approximate
ly at Rs 6,440 crores or about 30 
per cent of total investment during 
the Fourth Plan. This includes Rs 200 
crores for small factories. Rs 700 
crores more are provided separately 
for village and small industries. 

Investment in the various modes of 
transport is determined considering 
the distribution of total transport 
needs among them. Outlay is estimat
ed on the basis of additional equip
ment necessary after allowing for the 
present availability of various capital 
equipment, their carrying capacity and 
the rates of depreciation of old stock. 
In the case of motor transport the 
additional investment in vehicles is 
calculated on the same basis. 

The investment requirements for 
fulfilling the targets in education, 
health, sanitation and medical care 
and other amenities is based upon the 
projected population growth and some 
rough estimates of such investment on 
per capita basis; e g, in education, 
the objective is to provide for eight 
years' compulsory and universal edu
cation with added amenities like scho
larships, free meals, etc. The invest
ment expenditure is calculated after 
estimating the number of schools, etc, 
that might have to be additionally 
provided keeping in view this objec
tive and the number of additional 
elements in this age-group. Investment 
in medical care is determined on the 
assumption that at least one bed per 
1,000 population and one doctor per 
4,000 population would be provided 
and a certain number of polyclinics 
and hospitals opened by 1975-76. The 
investment cost of water supply and 
sanitation is similarly based upon per 
capita cost of providing these ameni
ties calculated separately for urban 
(Rs 50 for water supply and Rs 75 
for sanitation) and for rural (Rs 15 
for both) areas. Likewise the invest
ment cost of housing is computed on 
the basis of per capita average weight
ed cost of providing housing (together 
with land development cost) separate
ly for urban and rural areas, the two 

estimates being Rs 1,000 and Rs 200 
respectively in 1960-61 prices. 

Inventory requirements are estimat
ed making use of inventory coefficients 
(ratio of working capital to value of 
output) for individual manufactured 
commodities as indicated by their past 
performance. In the case of mining, 
working capital is assumed to form 
20 per cent of value of output, which 
is the observed average. Inventory 
estimates are available only for the 
organised sector. In the absence of 
suitable and adequate statistics per
taining to the unorganised sectors no 
inventory estimates for this sector are 

Methodology 

The estimated total investment dur
ing the Fourth Plan works out to be 
Rs 22.000 crores of which the share 
of public sector is Rs 14,000 crores. 

This short description of the me
thodology indicates the formidable 
statistical work that has gone into the 
preparation of the long-term plans. 
Many estimates have had to be based 
upon guess work for unavoidable rea
sons. To ask for further refinements 
might be to stumble against very de
ficient and inadequate data. Never
theless, an effort in that direction 
might itself stimulate statistical enqui
ries. Bearing this in view, certain ob
servations are made here pertaining 
only to methodology. We are not go
ing into either the feasibility of the 

Plan or the more fundamental ques
tion of the objectives and their quan
tification. 

Most of the estimates seem to have 
been based upon average coefficients 
which are assumed invariant during 
the fifteen-year period. When large 
structural changes are envisaged and 
the time period is long enough, the as
sumption of their constancy becomes 
vulnerable. In such a case, one would 
be on safer grounds if, while making 
projections, the possible changes are 
either explicitly taken account of, say, 
by incorporating a trend element in 
the coefficients (this perhaps is not 
always satisfactory and its validity 
would depend upon empirical findings) 
or by a least indicating the proba
ble errors in estimates. Of course, the 
first course would involve formidable 
computational work, apart from con
ceptual difficulties: and perhaps the 
resort to constant coefficients may be 
justified on around of pure expediency. 
The errors in estimation might cancel 
themselves out or might be aggravated 
in aggregate estimates depending upon 
the pattern of inter-relationships in 
the economy. In order to avoid the 
extreme rigidity of constant coefficients 
without, at the same time. getting 
overburdened with computational work 
one could specify for only a few im
portant sectors the limits within which 
the coefficients could probably vary 
and work out alternative estimates 
applying the limiting values. Only such 
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sectors need be chosen in which sig
nificant changes in coefficients are ex
pected and where such changes are 
expected to produce a significant im
pact. 

It would also be interesting to find 
out how far the composition of per
sonal consumption as derived from ag
gregate estimates of personal expendi
ture would tally with more detailed 
estimates of it based upon the incomes 
generated in different sectors with 
differing impact on income size and 
class distribution. This would be im
portant if there are significant differ
ences in consumption patterns and 
saving propensities of the different in
come-groups: especially so, in the con
text of a significant structural trans
formation of the economy as is visua
lised. 

The Indian Iron & Steel 
Company Limited 

NOTICE 
AT a meeting of the Board of Direc

tors held today the Directors have 
recommended in respect of the Ordi
nary Share Capital payment of a divi
dend for the year ended 31st March, 
1964, of Rs 1/60 per share together 
with a special cash bonus of 10 paise 
per share subject to deduction of tax 
in accordance with the provisions of 
the Income Tax Act. This distribution 
awaits sanction by the shareholders 
at the Annual General Meeting to be 
convened for Tuesday, the 8th Sept
ember, 1964. 

The net profit after provision of 
Rs 4,40,25,006 for depreciation, 
Rs 3,87,00,000 for taxation and net 
transfer of Rs 5,35,17,685 to Appro
priation Reserves is Rs 2,29,04,228. For 
the previous year the net profit was 
Rs 1,91,87,975 after provision of Rs 
3,40,18,269 for depreciation, Rs 3,56,-
00,000 for taxation and net transfer of 
Rs 3,64,01,226 to Appropriation Re
serves. 

The Ordinary Share Register and 
Transfer Books of the Company, as 
already announced, will be closed 
from the 1st to the 22nd August 1964, 
both dates inclusive, and the divid
end and cash bonus if sanctioned will 
be paid on or after the 9th September 
1964 to those shareholders whose 
names appear on the Register of Mem
bers on the 22nd August, 1964. 

By Order of the Board 
M A R T I N BURN LIMITED 

F G LlVERSEDGE 
Managing Director, 
Managing Agents. 

Registered Office : 
12, Mission Row, Calcutta, 1. 
17th July, 1964. 
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Bank of America 

THE net operating earnings of 
Bank of America registered a 

substantial increase in the half-year 
ended June 30, 1964 and touched the 
figure of $ 46,42 million. Earnings 
per share increased from $ 1.49 to 
$1.63. Deposits rose from $12,354 
million to $ 13,374 million and loans 
reached a record of $ 8852 million, 

showing a rise of $ 995 million. Divi
dends totalled $28,48 million, at 
$ 2.00 per share. 

The Bank's capital funds rose by 
$ 36.6 during the half-year, to stand 
at $ 998 million. The Bank's total 
resources were similarly higher at 
$ 14809.91 million compared with 
$1122.5 million a year ago. 


