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I, Proposals Availsble

Three such drafts have come to our attention. | (1) The first was in
the form of & working paper of the Federstion of Indian Chambers of Commerce
(F1CC), prepax;ed in Decenber, i95h. It ves circulated to a special FICC
committee, and never made publicly avsilable. It haa‘ apparenf.ly now been
published with revisions. Neither the final document, nor newspaper
account of its major recormendations,is availgble here. In the present
statement use has therefore' veen made of the preliminary document only.

(2) The proposals of the Indian Institute of Public Upinion (IIPO) are

Qontirmous: they appesr in its Quarterly Economic Report and more or ieés
corrently in the associated weekly, The Eestern Economist. Material used

here is primarily from the October 1954 and Jamuary 1955 numbers of the
quarterly. (3) ‘The Mahalanobis paper (ISI) wes submitted to the government
(and the press) in mid-ipril 1955. It was apparently prepared at the
Indian Statistical Institute in respohse to a Planning Comiﬁaion request,
while Mahalanobis 2:lds official positions with the government, and whils
his Institute's research is primarily finsnced by government, this is ;xot
an official draft document. (Only partial material is available here, f;om

the Hindustan Times, April 1, 1955, and The Eastern Economist, April 22, 1955.)
An official draeft plan is not yet available (and is not scheduled until

about the end of 1955.) The Finance Minister outlined preliminary views on
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the Second Plan in & spcech in the Lok Sabha on December 20, 195k.
Official pronouncements over the next two or three months were reasonably
consistent with these views. In the past month or so, statements by high
goﬁrrmn‘t officials, especially Nehru and Deéhnlikh, have given evidence of
new thinking on the scope of the Second Plan-~more in line perhaps with
| some of the proposals mentioned above. Neither set of views is available
here in explicit enough form to permit statistical comparisons with other
| formulations, Insofar as possible, howevér, 'offishl" figures are nonstheless
included in the tabular presentations.
WAith respect to all the proposals, the material here is more complete

on "numbers®” than on the reasons for them., Also tﬁere is little at hand

on the pblicies, procedures, and relationships by which the mimbers are to
be achieved. In these circumstances, there can be only limited analyais
of the appropriateness of the propossls for the taska of accelarating Indian .
growth over the period to 1960/61. The Appendix tables, however, also
show the estimates suégested in the text. These were fomlated, it will
be remembered, because of the belief that the various proposals did in fact
appear inadequate for these tasks in certain important respects. .

I1. Qrowth of the Economy, 1955/56 - 1960/61

Appendix Tables I and II summarize the expectations of the different

plans for the growth of the economy snd for the sectoral composition of the
expansion in output. (On the latter point there is available only
occasional Mofficial® information)s The FICC and IIPO~-two organizations
more intimately attuned to Indiats "big business"-«propose rates of increase
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of 'domestié product about 50 per cent higher than do the ISI and "official®
sources, In this, the IIPO is perhaps the more consistents thié organization
hés long held that the Indian economy has been yrowing ‘at & rapid rate.
Fundsmental in this ITPO view is the progress in "industrial production
which is based on the fact that public expenditure at steadily increasing
rates has imparted a strong and continuing .angnti#e _to the private sectoro.o"l
Thas, the IIPO places India's national income for 1955/56 at 10-15 per cent
above other estimates, lhile §ossibilities for error are undoubtedly great,
IIPO figures on recent incom.e levels would seem to exaggerate actual
achievement, Ths National Inéom Committee data for 1953/5hL (and independmt
CENIS calculations) give strong support for figures in the Rs. 10,000 to
Rs. 11,000 crore range for 1955/56. If so, a rate of growth of 7.3 per«- cent
would not be simply a continuation of a process already initisted.

. For i'easo'ns fiven :Ln the text, the prospects for attaining the FIG¢~!3
7.6 per cent prowth rate are small--however desirable such a goal wouid be.
It would seem that even the ISI (and official) targets can be met only if
the development programs envisage a major effort to take up some slack in
the current underemployment of resources in India.

On the pattern of income change, the different draft programs are broadly

consistent, The industrial sector accounts for about one third of the

expansion in all three cases, with essentially an equal share for agriculture.

Quarterly Economic Report, Vol. I, No. 1, April, 195kL, p, 17. 4Also,
in Vol. I_mm—g%::the rate of econonic progress in Indis
between 1951 and 1953 was the highest in the world" (p. 19) and "the sudden
dynamism which has descended on India's economic system is best seen in
terms of the real product of thé Indian Union and the trends in consumpticrn

expenditure in the years from 191;8/149 to 1953/5k.* (po 17).
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Table I
Growth in Domestic Product,# Second Five Year Plan

Pre~Flan Year Final Plan Annual Rate
(1955/56) Year (1960/61) of growth
Rs, crores Rs, .~rores
FICC .| . 10050 k70 746
ITPO 12000 17000 73
IST® | 10800 13700 5.0
b 1) 2.3
Official Nol, Ned@o (2) 5.0 (}cbout)
Text® 10000 13250 5.0
' 1 (1954/55) ,

' *p1CC and IIPO figures are for "national income.® Factor payments
abroad, in each of the three years 1948/19-1950/51 were less than 0.2 per
cent of domestic product. _ ‘ '

8In 1952/53 prioces, which (according to the General Index of Wholesale
Prices) are 1 per cent above the 1948/L49 level, the base for all other
figures in the table,

bNo output estimates available, The growtn rete of 2,3 per cent is
calculated from figures released in December 1954. The 5 per cent figure
is from more recent statements (early May).

CThe estimates cover a six-year period.
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Tabls IIX

n of Growth--Second Five Year Plan

Sectoral Compositio

(Ha. crores)

Average Annual Income

Increases Inl F.I1.C.C. IoIoPoOo IS Text
(a) (6 years)

Agriculture, etc. 1290 §29:Q 1500 | (30%) | 2060 (368) | BoO (25%) |

|1ndus 1380 (31%) 1500 (308 2000 (35%) |1s50 (4
Factory (snd mining) | 90 2o Om)igg O Ing W
Small Enterprises ko o 960

Trade ' 12 (28%) Lo (172 (13%
Railway and Communication '1?5 _ ‘E ¢ )-~ % )
Banking and Insurance Lo } ) 2
Commerce and other trans-{ 960 370 260

port, . .
2000 % (Log)

Services . 520 12¢ 3 12% 70 (1L%
Prooz‘essiona, Liberal Arts| T&0 223) £ 0= ABO )
Governmant 90 - 2
Domestic Services 50 10
House Prcperty 220 150

Totsl Increase 1420 - (200%) | 5000 (100%) | 2900 (200%)| 3250 (10c}|

88Y 1000 580 52

(a) Sectoral breakdowns are not available, Figures shown are based on general
statements, such as: "if the value of agricultural output rises by 30 per cent and
that of industry by 100 per cent with a corresponding increase in tertiary activiny®
rterly, I1P0O, Velo i,

--gn overall increase of sbout Rs., 5000 crores may ocour,
The total increase is shown for & five-year per.

Noe. 3, Po 19)9

(

s although inputs

are presented for six years. From IIPO data available the corresponding inccas
expansion (1955/56=1960/61) can be estimated at Rs. 5800 crores,
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In this respect, the programs anticipate a very different patterx;a of change
from what has long prevailed in Indls. Agriculture usually wes responsible
for nearly half of eny over-all growth in net output. The tertisry sectors
remain a;preciably rore important in the FICC and IIPO fom}atiohs. On this

point, however, all three plans move in the direction of reducing what

would appear to be some irbalance in the existing pattern of Indian ou’put.
vhile the texst proposal is generally in line with this--and particularly with
the recommendation of the ISI-~there is a Vma"rked difference in the relative
shares which agriculture and industry play in the expanded product. In
relative (and absolute) ~term§, this is brought about by the major emphasis
given here to the small scale industrial sector and to construction.

The three estimates show uniformities with respect to specific ocutput
(and capscity) targets in the modern industrial séetor.l ﬂms, umt.m for |
el

steel, cement, fertilizer, chemicals, railway rolling stock, and eleetr
goods, or for bicycles, sewing machines, paper, textiles, sugar and ‘sdible

oils, the corresponience is reasonably close. Where the figures are not

essentially the ssme, the ISI tends to fall about midway between higher

FICC and lowsr IIPO targets, There are also some impressive parallelg in

the specific uses to which more éteel, cement, coal, etc. are to be put.

Thus, both the FICC and the ISI want to spend about as much for expanding

capacity in steel processing industries (for output of producers and
consumers goods) and then to use about as much steel for outpuf ’from these
industries. The genéral impression one gets (fram this distant vantage

point) is that there is reasonable agreement in thiese Indian circles on

1. There are no obvious parallels in the total investment required

or the income increase in this sector. However, this may be due in part to

the limited coverage and to the "bits and pieces" nature of such datz as are
svailable here.
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how much physical outpu£ of at the least major industrial products Indis
ought to have-—ditfbreﬁces in Table II and latef tables notwithstandi: g,

Similar coﬁparﬁsons for specific output in‘major sectors are not
possible with the material svailable. Neither the form of output (rice
vs. cotton) nor the method of its production’ (relative inputs of irrigation,k
-fertilizer, improved seeds, etc.) can be compared. But #11 three do want
an expansion in sgricultural income by between 20 and 25 per cent. With
respect to cottége industry, there is essentially the same absolute income
expansibn in the ISI and FICC schemes. Figures are also given for what
has slways been an important component of this aector-handloom weavinge-
and here the targeté are about the seme, involving a doubling of output.
(This increase in income in small enterprises contrasts with a}figurgfin the
Plan outline presented in the text of more than twice its absolute o:.u. |
Adnittedly this last specificslly includes important components of construction,
as does the ISI figure. It is not known where income from construction
appears in the FICC and IIPO formulations,)

Thereafter, theée are few other ch#nges which are kﬁoun to be‘common
to the three plans. Within the trade and:transport sector wide differences
sppeer in the additional income from railwsys and commnication in the
FICC (and presumnhly the IIPO) proposals and thoae-of the ISI. Here one
might uali argue that the ISI understated the probable income. On the
other hand, the expansion visualized by FICC (and IIPO) in the commerce

sector seems neither reslistic nor daéirable.

III. Inputs of Capital and Labor

Appendix Tables III and IV summarige the information available here
on these factors. The different totals in Table III may in part be due
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%o conceptual differences. Thus, both the FICC and the IIPO feel that their
labor inputs will sbout equal the growth in the po/puhtlion of working age.
(If 80, the figures indicste different estimates of the eise of this natursl
increase, eépec:lally since tghe FICC figure applies to ﬂw years and the IIPO
to six). In any case, both organizations suggest that their programs will
not aggravate current unemployment problems-"in itself a substantial
contribution.” On the other hand, FICC's zero increment in sgriculture, etc., -
might be interpreted to mean that none of the expanded labor force would
find employment there, but that tle existing labor would be more fully
utilized, given the growth of agricultural output. With this interpretation,
FICC's 10,1 million can scarcely be compared with the text's 21 million, which
includes 9 million previously unemployed. (The increment of 5.6 million
workers in agriculture,for exarple, is consistent with a reduction in f.pa |
agricultural working force over the sixeyear period.) The officisl tam
of 12 million additional workers seems quite exi)licitly to include 3 million
unemployed. Its zero increment in agriculture must therefore mean just |
that: there will be no direct contribution to employment from expanded
agricultural output. | '

In the absence of fuller statements, the figures of Table III are
“interpreted to mean the total additionsl employment that will result from
the plans. So interpreted, Table III reveals marked differences in the
various programs, whatever parallels were suggested above ﬁth respect
to output, The IIPO sees employment for 8 million to produce Rs. 5000
crores (Rs. 7250 per additional worker); the FICC uses 10,1 million to
expand output by Rs. L420 crores (Rs. 4375 per new worker); the ISI suggests



Table III

Incremental Employment~--Second Five Year Plan

{thousands)
- [ . ; :
FICCo | LIP.0.) | 1.5.1. |norricia1n(3) 1 pexe(W)
' .
Agriculture A 1 :
6C0
Comm, devel. _ v 7
0 2500 ( 0
Irrigation. (incl, 300 for
R plantations)
Multi=purrdse irriga , ;
‘tion and power ‘ ‘
Mining | 300 200 P , 500
Factory estab, 1400 1000 é | { 1o
. ]
Small enterprises 1500 14,00 (2) 5 8100
Hvs, angd communication 1500\\ ‘é 1000\ -
Manking, Insurance, Lovo \ 1500
‘ecommerce and other ‘ 1200
Profs,, Liberal arts 500 b 700
Gov't, services Soo) | 2000 |
i
Domestic services Lov, / 20(9
Total 10,100 8,000 12,000 12,000 | 21,000

(See next page for notes)
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Footnotes to Appendix Table III:
(1) These figures are actually pertinent to a six-year program.

- {2) “Smallwenmerprises are to provide "tha nrinciple method of
liquidating unemployment . o »" (Hindusthan Times, April 14.)

: (3) Currently official pronouncements refer to employment for
10 to 12 million persons, The figures and breakdown shown are from
December 1954 statements, . ' .

(4) Figures are for 6 years, As indicated in the text, the many
categories are not comparable with those of other plans. In particular,
employment in construction of all kinds has been included within this
"small enterprise" sector. See text Table IX and ppo 33=3k. ,
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| 12 million workers for Rs. 2900 cmﬁs (Rs. 2&20 per head) R rln;e wide
variations are accentuated if outputeemployment ratios are compared on the
basis of non-agricultursl product slone. (5.5 million workers in the IIPO
scheme wiih non-ggricultural output in excess of that from the FICC's 10.1
million new workers). In view of the observations of the tex£ on the past
growth of employment in the tertisry sector,” it is interesting to note
that the FICC places more than two additionsl workers in this sector for
every one in primary and secondery activities. In the IIPO scheme, tertiary
activities add less than o.ne person for each new worker in the other
7aectors, deapife the higher levels of per capita ft.m:clneac,3 ﬂ

The only areas in which labor requirements are regsonably firm are
in mining and factory establishments. Here all the programs apparently
make use of the same body of technological information, end, as we have
seen, for reasonably comparsble outputs. These firmer eatimies contribute
& relatively small percentage of the new Jobs, however. Agai: on the |
basis of the materisl available here, one can only conclude that fulfillment
of the output targets of these plans need scarcely assure their stipulated
enployment goaia. Moreover, even these htter aeém low, given the

magnitude of current unemployment.

1., See Appendix, Table V, below, which also shoua the varigtions in
new investment per additional worker.

2. The text proposal also adds 8 large absolute number of workers
to the tertiary swetor. Here howevor, credit is taken for employing
the currently unemployed., Also, a specific and large expansion is uade in roverie
ment services, .

3. Actually, the IIPO uses a 1:1 ratio for all primary &nd secondary
employment other than noneplantation agricultureo
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Appendix Table IV shows the total investment program of the various
draft plahs-aithough, as the notes to the Table indicate; individual
components have been rearranged in the hope of »improving sectoral
comparsbility. All the plans thus reveal a heavy concenfration on the
broad sector of industry (though none so heavy a§ that of the text proposal).
In each case, well over half the investment is put into this sector which
Yields about one=third of the .mcrease in x.u-admziao2 Similarly, about half
the investment in "industry" is earmarked in all cases for the broa:d
construction category. |

There are thus important parallels in the relative allocation of new
investment. Roughly, there is also general agreement that total inveétmen‘b
in the Secon&\ Plap have an order of mgnitu&e about twice that of the First,
More épeci.fically, however, there are significant differénces on this last
point. The IIPO has the lowest total inve'stmeﬁt program arxi the largest
expansion in net. output. The reverse is true for the fext proposel, | It
is clear that there are importent differences in the capital-output ratios
underlying the various plans. As is seen in Appendix Tsble V, this ratio
varies from 1.03 to 2.2} in the various Indisn proposals. It is significantly
higher (2,70) in the formulstion presented in the text. And here, it will
be remembered, a specific argunent was presented in order to justify so low

‘1. Actually, the figures include some public expenditures of a
recurrent nature. These probably average Rs. 150 to Rs. 180 crores per
year. The totals are thus comparable to such figures as Rs. 3500 crores
for the First Plan (and Rs. 22L9 crores for its public sector).

2. See Appendix Table II. The FICC and ISI®industry® figures in
Table IV are understated, since in both cases the data here did not permit
separation of expenditures listed under ®agriculture"® but which are
included under "industry" in that Table. :
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. Table IV
Investment Pro wwSecond Fivﬁ Year. Plan
: og CIroOTes
"FICC IIP0 | Ji'sx“(?) ' "official® | Text
(6 years) | : (6 years)
Agric., etc. 1075 (1) 705 | wso(6) | 1 8o
Industry 14250 (2) 3650 3350 g'gg
Factory } 2250 } 2000 1500 1600
Construct, 2000 1650 (LY 1850 (7) 3500
Irensp. and | Lo 00 | 2000 850
Other 675-875 (3) 565 | 1000 (8) .;399.
Total | 7u00-7600 5920 | 6500 6300 (9) 8700 (10)
¥ In Public , ,
Sactor 56 % 59 % 66 ¢ 68 % 50 %

(1) Of which Rs, 500 crores are public (for "agriculture and community
development; and Rs. 575 crores are private (for agriculture and rural small
scale industry). v : , *

(2) "Construction" given as Rs, 1250 crores, to which I have added the Rs,
750 crores for "irrigation" (300), *multipurpose irrigation and power® (250) and
"power" (200}, o

(3) Of which Rs, 125=325 crores are for private transport (hmng other 't.hings Jo

(4) *"Irrigation" (335), "mltipurpose projects" (640) and "power" (620) were
combined into construction, '

(5) 1ISI gives an "investment" total of Rs. 5600 crores and a "development"
total of Rs. 6500 crores, the difference of Rs., $00 crores being government
"development" expenditure of a recurrent nature, The lsrger total is more
comparable to the familiar First Plan estimates,
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(6) Includes "migatian" (wnich cannot be separated out in figurea avajl-
able here).

(7) Includes Rs, 500 crores listed as "electricity."
(8) Composed of "aociaisarvices" (500) and "stocks" (500).

(9) Also includes Rs, 900 crores of recurrent dnvelopmnt expenditure. 'No
breakdowns availabls.

(10) Breakdowns not real],y comparable to others, altnough. their data have’
been somewhat rearranged to minimige differences. (See Text above, pp. 39=42.)
Total includes Rs., 2600 crores as an estimate of non-monetary investment. Among
other plans only the IIFO figures seem to allow for such expenditure, and in the
~amount of about Rs. 1000 crores.
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a level as 2,70. The case was argued in terms of the very pointed concentra-
tion in the text proposal upon sectors of the economy in which resources
were underutilized and in which labor's contribution to output might be
relatively high. Hence there is the very different pattern of final output,
as was seen in Appendix Table II. Almost half the increase was in the broad
category of industry (as against about one-~third in other formilations);
- within industry, small enterprises and construction provide 60 per cent of
the increased income, as against 30-L0 per cent of smaller totals in the
other schemes. If an over-all ratio of 2.70 is used (end somewhat
hesitantly) with a concentration on such sectors, it is difficult to
accept the mich lower ratios of other drafts, especially when their focus
upon cspital-intensive activities is h;aavier. (Note, for example, the
different figures shown in that Table V for new investment per additional
worker). While it is true thst a 1.5 ratio can be worked out for the first
three plan years, its dependence on favorable weather conditions has
frequently been noted. Actusl experience would appear to provide small

Justification for assumptions underlying the various Indian proposals,

IV. Financing the Pro_g;am

It is obviously true (but not of much help) that large expansions in
income require less investment, the lower the capital-output ratio assumed,
There is little evidence available here that an over-all financing scheme
has been worked out for a development effort involving about Rs, 1200
crores or more each year. It is clear thet little will be gained by
mitigating the problem of resources for investment through the use of

unrealistic figures on the level of such resources needed. Such information



1w

Table V
Some Gomparativa Rstios

Actual. Plans
19&9/50,,1950/51 (Three years
lAnnusl increment o | o |
in labor 2,21 ' 1,80 ]} 2,02 }1.33 [2.4(2) 2.0-2.L4 }3.5
( sl 33 |2 2:0-2.4 1305
% (re.) 2000 3050 || 7500 {7500 |suoo | sr00  |uas0
¢ Y (rs.) 153 2040 L3718 |7250 |ek20 | 2630 50
AL
I | ok 1.5 | 1.7 [1.03 |2.24 2,17 2,70
| 3) | ) (L)

(1) Computed from Final Report of the National Income Committee, tables 5 (po23),
Al (po 1h3)s I taksn at 5 per cent of dmstic product. Investment by sectors
from Mukherji and Ghosh, '

(2) from official NIC estimates; based on savings ratio of 5.75 per cent;
assumed. |

(3) IIPO presents a five year income increase (Appendix Table II) and six year
investment figures (Appendix Table IV), Calculations here assume a six year income
growth of Rs. 5800 crores,

(4) without including recurrent expenditures, the ISI ratio becomes 1,953 the
wofficial® ratio, 1.85; Current "official® estimates should be compared with the
bolis) ratio implied in an official statement of December 1954, See text above,

PPe 11=12,
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as is avallable on financing’ these specific plans is not concrete or
comprehensive endugh to warrent comparative analysis., In the text above,
there have been presented some general lines for financing a program-in
which monetar& investment is almost of the order of magnitude sugpested
in te Indian draft proposals. In that discussion reference is also made
to such specific financing proposals as were found in the Indian material

available here.



