INTRODUCTION

1.L. ‘T'he Sccond I'ivo Year Ilan is due tu begin on April 1,
1056, ‘The approach in the Sceomd Five Year Plan iy to take
a perspeetive view  of development over a long  period  of
years, and at the sime time to solve immediato problems like un-
employment s guickly as possible.  Planning would be, therefore,
fluxible and would always keep a wide time horizon in view; and
at the samo time detailed annual plans would be prepared and
necessary adjustments made at shorter intervals in’ the light of
experience,

1.2, Proper attention must be given to the physieal aspects of

the Sccond Five Year Plan.  The requirements of each project must
Lo estimated in real terms at the stage of planning and must he
forthcoming in right quantitics at the right time at the stage of
implementation of the project. Alxo, the products and services
resulting from the completion of a project must be fully and promptly
utilized to further the exeeution of other projects and the progress
of tho plan as a whole.

L3, A plan in a mixed cconomy must be comprehensive and
cover both the public and the private seetors.  To achieve a balanced
growth, tho activities of the private sector must conforn in a gene-
ral way to-the programme of production of the plan as a whole.
In an expanding cconomy the private sector wonld have an assured
market which would facilitato «decizions by reducing rixks and
uncertaintics.  Alro, the over-all programme would be Inid down
in broad aggregates so that there would be wide scope for adjust-
ments in details at tho diseretion of the private scctor,

1.4. ‘The physical targets of pruduction must alxo be halanced
in terms of money. Incomes are generated in the very process of
production; and supplies aro utilized through market operations.
Planning requires that aggregate incomes should be balanced with
expenditure, savinga should mateh investments, and the supply
and demand of individual goods and services shoulil be balanced
in terms of money so 18 to avoid uny inflationary rixe of prices or
undesirablo shifts in prices,  Physical and financial planning aro
different axpeets of the same reality.
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2.1, Plan-frame: Tho onclosed paper contains chapters on
main aims and objectives; provisional targets of production; invest-
ment and development expenditure; oxpected changes in employ-
ment and income; finance and foreign trade; and planning organi-
zation and administration to supply a tentative frame-work for tho
formulation of the Second Fivo Year Ilan,

2.2, It is requested that the Central Ministries, State Govern-
ments, and other project-making authorities =lould use the provi-
sional figures given in the paper as a generud Plan-frame for the
formulation of schemes and projects (aking caro to make estimates
in both physical and financinl terms, and to forward them to tho
Planning Commission as they become ready,

2.3, When the individual schemes and projects have been re-
ceived in the Planning Commission, the aggregato balances would
bo examined and adjusted as necessary until an integrated plan
is evolved which will bo internally consistent and bLalanced in both
physical and financial terms. Fstimates of demand and supply
aro bound to be approximate to begin with; and would havo to bo
worked and re-worked to sceure a proper balance,

2.4. It is recognized that while projects aro being prepared thero
would be need of a two-way low of information as well as of consul-
tations between project-making bodies and the Planning Com-
mission. The present recommendations would supply the initial
base for such consultations and’ discussions.

3.1, Time programme: Tho programme for tho first year
(April 1956--March 19537) of the Second Five Year Plan must bo
completed by October 1935, This first year's programme would
contain much carry-over from First Five Year Plan and some new
items for which projects are ready or are in an advanced stato of
preparation. It is requested that projects for 1956-57 (including
the carry-over from tho Fiest Five Year Ilan) should bo sent to tho
Planning Commission as soon as possible,

3.2, The Second Five Year I'lan must bo ready (in outlino form)
by March 1956. Projeets for the remaining period of Sceond Five
Year Plan shoulk! therefuore bo sent to the Planning Commission
ns they become ready,

4.1, Some of tho projects would have to he submitted necessarily
in a general form at the present stage; and working details would
be prepared after it is decided that they would bo ineluded in the
plan.  Nevertheless, it is essential that preliminary information
should Lo given in the preseribed form even if the estimates aro of
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an approximate naturo becauso a technical examin
projects would not bo possiblo in tho absenco of such information.

4.2, The Planning Commixion woukl be glad to supply further
information in this conncction and help in the preparation of rchemes

and projects.

12



Cnarter Oxe

GEXNERAL AIMS AND OBRJECTIVES

LA The First Five Yarr Plan: - At the beginning of the First
Five Year Plan the country was still dislocated by wae aml parti-
tion.  There was shortage of foud and raw materials,  Thero wero
signs of inflationary pressures alter hostilitics had started in Korea,
In this situation it is understandable that the targe
Fivo Year Plan wers kept modest. Judged in this context, the
progress achieved so far may be reganded us ratisfuctory.

1.2, Thero are, however, disymicting features,  Agricultural
prices are declining.  Unemployment, especially in urban area
increasing. Even tho modest expemditure targets in the First Five
Year Plan have not been fully uchicved on account of delays in
preparing projects, inndequate administrative organization, anid
lack of sufticient facilitics to givo training to technical personnel,

21, The need of @ bold plan : The pupulation of India is inereas-
ing roughly at the rate of 4.5 million per year.  With a proportion
of about 40 per cent in the Jabour foree, about 1.8 million prrsons
enter the labour foree every year. In addition, a large number
of persons are without employment in urban arcas and a great
deal of under-employment exists in villages,  Planning must bo old
enougli 1o provide new work for about 1.8 million new entrants into
the working forco every year; and also to offer mors work to the
large number of persons who are without jobs or who are under-
cmplu)cd at present,

2. The level of living is extremely low,  Expendituro on con-
aumer gouds per person is about Rs. 22 per month of which about
Ry, 13 is spent in cash and about Rs, 9 is the value of consumption
of home grown food and liome mado articles,  Housing is primitive
in villages and extremely short in urban wreas. The supply of
nutritive foods is meagro although nearly two-thirds of tho total
expenditure is xpent on food items. e expenditure on edueation
is only about four annas per person per month and on health fess
than seven annns,

23. The above estimates uro for all classes tuken together.
‘The position of the poorer section is much worse,  1alf the pupula-
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tion of India or 183 million percone spend less than Rx, 13 per month
on consumer gonds and posxibly half of this amount ix conxumed
in kind or in the form of home grown foord aml home made articlea,
Of children in the school-guing age, lesx than half attend at the
primary stage, and lexa than one-filth at the seeondary xtage,  “There

is probably lexs than one qualified phy:
in the villages.

3.1. General ohjectiven of the Second Five Year Plan: Thero is
a large pool of idle man-power, and many~ are without jobs; also
ahont 1.8 million persona wonld be added to the working foree every
year, The country has large resources of water for hydro-cleetric
awd irrigation projects; coal, iron ure and other important mincrals;
forests, fertile land and cattle,  The aim of planning muxt be to
utilize these rexources to increase rapidly the level of production
and thus of national income.

3.2.  Conditions are favourable in many ways, There is economic
stahility and confidence in CGovernment.  Unemployed man-power
and uncxploited resonrces ean be bronught together to increase both
consumption and investment ximultancously. India’s  prestige
is high at the international level.  Finally the Congress Party and
Covernment have decided that the time has come for eeonomic
development on a socinlistic pattern,

3.3. The Second Five Year Plan iy therefore heing formulated
with the following objectives in view:

(1) to attain a rapid growth of the national economy by increas-
ing the scopo and importance of the public &ector and in this way
to advance to a socialistic pattern of society;

(2) t»develop basie heavy indusiries for the manufacture of pro-
ducer goods to strengthen the foundations of economic independence;

(3) to incr¢ase the production of consumer goods as much as
possible through the houscholl or hand industries ; and to provido
an adequate market for the products;

(4) to develop factory production of consumer goods in a way
not competitive with hand industries;

(3) to increaso productivity in agriculture; and to speed np
agrarian reforms with an cquitable distribution of land to peasant
cultivators so as to stimulate the increase of agricultural production
and of purchasing power in rural areas;

(6) to provide better hounsing, more health serviees, and greater
opportunities for education expecially for tho poorer sections of tho
population;

an per 30,000 inhabitants
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(7) to liquidato unemployment as quickly as possible and within
a period not exceeding ten years;

(8) and as the result of such measures to increaso national income
by about 25 per cent over the plan period and achicve a more equit-
able distribution of income.

3.4. Tho basic strategy would bo to inercaso purchasing power
through investments in heavy industries in the public sector and
through expenditure on health, education, and social eervices;
and to meet the inereasing demand for consumer goods by a planned
supply of such goods so that there would be no undesirable infla-
tionary pressures. Planning would be thus essentially a feed-
back process of matehing a continuonsly increasing (planned) demand
by a continuonsly increasing (planned) production giving rise to a
steadily expanding economy:.

4.1, Heacy industries : In tho long run, tho rate of indus-
trialization and the growth of national economy would depend
on tho increasing production of coal, clectricity, iron and steel,
heavy machinery, heavy chemieals, and the heavy industries gene-
rally which would increase the capacity for capital formation. One
important aim i3 to make India independent, as quickly as possible,
of forcign imports of producer goods so that the accumulation of
capital would not be hampered by difficultics in securing supplics
of essential producer goods from other countries. The heavy indus-
tries must, therefore, be expanded with all possible speed.

4.2, The new producer goods industries would be developed
mainly in the public sector. The private sector would continue
to play an important part in the development of basic industrics
like cement, chemicals, ete,

4.3. Tho heavy industrics being capital-intensive would, how-
ever, give relatively little scope for cmployment; and would also
generate a large demand for consumer goods which they themsclves
would not be able to supply.

5.1, Ilouschold and hand industries : ‘The increasing purchasing
power and consequential demand for consumer goods must bo met
by inereasing the supply of such goods as much as possible through
the expansion of houschold or hand production. This would
ulso quickly generate a large volumo of work all over tho conntry.

5.2, Cunstruction work (roads, houses, irrigation and flood
control projects, ete.) by hand would also be increased which would

create a good deal of employment and generate demand for consu-
mer goods,
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5.3. The greater the marketable surplus of consumer goods in
the houschold or hand industries the greater will be the possibilities
of investments in heavy industrics without any fear of inflation.

5.4. By expanding the houscholl and hand industries and cons-
truction work, the aggregate national consnmption would increase
continually. Also, relatively more cmployment would be ereated
among tho poorer sections of the people so that a greater portion
of the increase in income would go to them.

8.1, Factory production of conswmer yoods : 'Tho production of
consumer goods in factories requires heavy investment of eapital
per engaged person and in many cases competes with the house-
hold or hand industrics. Until unemployment is liquidated or
brought under control, it is necessary to prevent competition between
factories and houschold or hand industries by not permitting invest-
ments to be made in such consumer goods factories as would prevent
expansion or lead to a shrinkage of employment in the hand indus-
tries.

6.2, In the immediate future the factory production of consumer
goods would be expanded (where it is not competitive with hand
industries) to increase the supply of essentinl goods (like antibiotics,
fine drugs, etc.) or of goods for export to earn forcign exchange.

6.3. It is recognised that the price of hand-made guods would
often be higher than the price of factory-made goods of comparable
quality. Appropriate excise dutics (which would be selective)
would be imposed on factory products to maintain desired price
parities with hand made goods in such cascs.

6.4, Once mass unemployment has gone, tho aim would be
to provide cheap power and small machines to the houschold sector
and hand industries to increaso productivity per worker and hence
the total nationnl product. At this stage tho factory production
of consumer goods would also be increased,

7.1, Agriculture and allied pursnits : Tho fixation of ccilings
and f)roc(-durn] arrangements for the redistribution of land to
peasant cultivators must be decided at an early date in each Stato
in accordance with gencral principles and standards scttled on an
all Indin basis, and the redistribution must be completed by 1958,
This would make visible important structural changes in the cco-
pomy resulting in stimulation of agricullural production and pro-
vision of a large market for the growing ont put of industry and hiandi-
crafts; and would also transfer a part of the national income from
recipients who uso it largely for luxurious consumption to recipients
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who will nse it for productive prrposes amnd for raising their low
standand of life,

.2, The Natiomal Extension Servico Dlocks (and Community
Projects whero possible) would be extended all over the country to
help antapeed up the improvement of living conditions in rural areas,

7.3. DBecauso of the urgent need of inereasing tho production
of foudstuffs nmd ruw materialy, the highest priority would be
given to the xetting up of a Stato Bank, ns recommended in the
teport of the Rural Credit Survey Committee, for the supply of
agricultural credit.

7.4, The xame or an aswociated svatem would be used for the
supply of credit, raw naterials, and marketing facilities to the
houseliold and hand industrics through an organization of co-opera-
tives with the gupport (or the dircet participation or partnership)
of Governmient.

7.5, As an increase in the ealorie value is not enongh for a
balanecd dict, concerted efforts must be macle to increase tho supply
of fod of higher nutritive anil protective vahie sneh ns fruits and
vegetables, milk and milk products, eggs, fish, meat cte.

7.6, Continuing ¢fforts must he maclo ta inereaso tho production
of milk products by improving the quality of cattle through the
introduction of better breeds, by inereasing the preduction of fodder
crops and eattlo feed, and by providing better velerinary services
Ly increaxing the number of trained veterinary surgeons aml veteri-
nary assistanta,

8. Health 1 There must bo a rapid increase in the earo of health,
A natjonal health serviee wonld be establizhed in the rural arcas
with paild health assistants in charge of a group of villages who
woukl work in contact with fully trained physicians.  The number
of dispensaries and hospitals, and facilities for medieal training
woull Lo increased in urban areas.

9.1, Education : ‘Thero must be a rapid inerease in literacy,
improvement in the pay of teachem, and better organization of
cducation at all Jevels,

9.2, On the basis of merit, able students, at all levels and in
increaxing numibers, must be provided with adequate living and
educational expenses to enable them to reecive edueation up to the
highest stamdard nceording to enpacity withont regard to wex,
ereed, eaxte or xocin) wtatug of the parenta. Special educational
wcholarships and facilities must also be provided for women and
backward groups and communitics,
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10.1. Social «sccurity and wdfare s Existing xocial  security
schemes such as FEmployees State Insurance and Provident Fund
schemes would be expanded. A scheme for unemployment benefit
in the form of paid attendanee at training centres with placement
facilitics would be introduced in urban areas.

10,2, There must bo inereaxing provizion for the social welfare
of childeen (foundling homes, créches, nursery schooly, health and
reereation centres, ¢te)), of women (howses for widows, destitute
and deserted women; maternity, health, and family  planning
centres). of juvenile de

quentz (renand homes, schools, after-
care hostels, ete,), of the handicapped (homes, schouls and workshops
for the Blind, the dealand the dumb, the crippled, nnd the mentally
deticient or ill, and homes for the aged and the infirm),

11, Sports and cullural purswits ¢ Increasing facilitiex must
be provided for xports and health activities, educational and cultural
broadeast and cinema; and the promotion of literature, music,
drama, art and other cultural pursnits,

12, Nousing: Better housing must be provided especially for
factory workers nnd poorer seetiomy of the people in urban areas,

13, Social orerheads s Expenditure on housing, health, eduea-
tion, social security and welfare, «ports and cultural pursuits would
necessatily inereaxe purchising power and ereate additional demand
for consumer gools which must be met by inereasing the production
of additiona) consumer goods through houschold and hand indus-
tricx in the first instance.

.1, Balunced deedopment anl controls : With the stepping
up of production of both producer und consumer goods, it woukl bo
neeessary to provide for adequate inereases in the supply of clectri-
city and fuels, irrigation, tranzport, widd conmmmuivation.  Proper
balances must be maintained between different seetors o that pro-
duction is not hampered by bottlenecks.

14.2. Tho aim of planning would be to avoid shortages giving
rise to inflationary pressures on the one hand and over-production
with fulling prices on the other.  In the case of falling prices, espe-
cially of consumer goods, the demand would be stimulated promptly
by inercasing purchasi

power through investinents in the public
sector and through expenditure on social services amd by open
market operations by Govermment,

14.3.  Government would acquire sl keep mdequate reserves
of foudgraing and important raw materials produced by ageiculture
{u provide vguinst cmergencies of short vrops in bad years anil to
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maintain prices profitable to peasants in years of exceptionally
plentiful ceops.  This would maintain a minimum level of peasant
incomes, stimulate production, and promoto the welfare of both
peasants and the working class in urban arcas,

14.4. Shortages may, however, develop in the short run which
would be dealt with as they arise by appropriato methods such as
Government intervention in tho market, Governmont trading,
physical controls, rationing, and similar measures.  Also, the
production programme would bo adjusted as necessary to restoro
equilibrium between xupply and demand as quickly as possiblo.

14.5. Rationing of foodgraing, clothing, and similar essential
commoditics would be avoided. Control over consumption, when
necessary, would bo related to the shortages of specific phywical
resourees.

15.  Regional devclopment : -Special attention must bo given to
regional development to reduco disparities in cconomic oppor-
tunities and the level of lifo between different States.

16.1.  Technical training and scientific rescarch: A bold plan
will require a rapidly increasing technical staff to preparo the
various projects ns well as to implement them. Training facilitics
must be expanded sufliciently quickly to turn out technical and
scientific personnel in adequate numbers at all levels,

16.2. Scientific and technological research would bo vxpanded
and oriented to serve theneeds of national development in an effoc-
tive manner. The National Laboratories, Universitics and other
scientific institutions and organizations must undertake coordinated
researches in accordance with national needs.

16.3. Fundamental rescarch as well as training in research must
also be encouraged at the samo time to foster the accumulation
of basic knowledge and gkill for the expansion of applied and techno-
logical rescarch.

16.4. The survey of natural resources, especially prospecting
for oil and mincrals, must Lo greatly and rapidly increased through
State Organizations.

17.1.  Erpansion of the public scctor :  Key industries would bo
established and developed in the publie scctor generally in accor-
danco with the Industrial Policy Resolution of 1943 as interproted
in December 1954, Government would also take up the factory
production of certain consumer goods which aro of strategic impor-
tance fur the growth of tho national cconomy.

17.2.  The public scctor must bo expanded rapidly and relatively
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faster than the private scctor for steady advance to a socialistic
pattern of economy. In order to make availablo large capital re-
sourees for investment and national development and to facilitate
the implementation of the Plan, Government will be prepared to
enter into such activities as banking, insurance, foreign trade or
trado in selected commoditics.

17.3. Government would also promote enterprises in partnership
with the private sector so that, although Government would hold
a controlling share, initiativo enn be left to private manazement
subject to policy decisions by Government.

18.1. The privale scclor : A large majority of the population
would bo engaged in houschold production in agriculture, in hand
industries and in various scervices which would continue to remain
private.

18.2. As the planned demand would have to be matched by
the planned production, it would be necessary for the private sector
to conform in a general way to the overall programme of production
as provided in the Plan. Tho private scctor would be helped by
Government by the supply of credit, raw materials, and marketing
facilities to undertake pruduction in accordance with the
Plan,

18.3. Inducements (such as tax exemption or preferential per-
miwion for eapital issuc) would be given to channel the profits of
the private sector into desirable forms of investments in both
private and public gectors or in Government bonds and securities.

184, The private scetor would enjoy the advantages of an
assured and growing market in an expanding economy, and thus
of reduced risks and uncertaintics. .

19.1. Finance and foreign ecxchany: : Large financinl resources
would be required for the Second Plan, A small portion wonld come
from sterling balances or foreign loans and aid; and the bulk of the
resources must be found from within the damestic cconomy.

19.2, The tax system would bo directeld to collect an increasing
part of the growing national income in wrder to permit greater
eapital formation in tho public sector and to finance an expunsion
of social services.

19.3. The public sector would be extended to industrial and
commereial activities whero necessary for raising resources for public
purposes,

19.4.  Deficit financing would be undertaken on thoe seale neces-
sary to bring about the greatest pussible expansion of produetion

13
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rativning of

without introducing permanent and all-embraci
cesenlinl commuditics.

10.5.  Conspicuous consumption woukl be diseour
duated exciso duties; and a more eqnitably distribntion of income
would bo assureid by taxes on property and uncarned income,

19.6.  Excise duties would bo levied to raise additional resonrees
and also to maintain desired price parities between different seetors,

19,7, Steps woukl bo taken to promoto exports; and the import
of not-essential amd Inxury goods would be discouruged by heavy
dutics in order to release foreign  exchange resources for more

|0 by gra-

urgent needs,



Cuarter Two
TARGETS OF PRODUCTION

L1, The targets of proditetion (mostly in physieal quantities)
of some important ilems aro shown in Table (1). The physieal
unit iz given in col. (2) and actual production for 19530-51 and 1953-
54 in cols. (3) and (4) respectively.  Estimates .for 1955-56 and
planned target for 1960-61 together with the estimated increaso
(in pereentage) during the plan period are shown in cols. (5), (6)
and (7) respecetively.

1.2, The above targets are provisional. IEstimates of require-
ments and likely supplies have been examined in a general way on
available information. The next task is to cdrry out a detailed
check and make necessary adjustmenta on the basis of projects
to achieve internal consistency in the form of a balanced snpply
and demand of material and labour resources. Such balancing
must al:o have a proper phasing over time so that neither serious
bottlenceks nor excessive supplies emergo at any stage of the Plan.

1.3.  Explanatory notes are given on some (but not all) of the
items mentioned in Table (1).  The number shown within brackets
after each item gives the serial number of the same item in Table
().

2.1, Fleetricity (1): Planned clectrification mmst be a main
link in economic development in India. The hydro-electric projects
started in the First Plan mmst be continued on an inereasing scale
in the Second Dlan.

2.2, Regional grid-systems combining both thermal and hydel
power stations must be planned to sccure the best use of local fucls
(low grade coal, lignite, ete.) and of installed eapacity by largo con-
sumers (clectric-intensive industries like aluminium, alloy-steels
ete.) keeping in view the development of a future super-grid for
India a3 a whole,

2.3, Small power stations (hydel and diesel) would also be deve-
loped for urgent requirements in small towns and rural areas.

24. Tho use of electricity for- small-ecale and  houschold
industrics, irrigation by tube-wells, etc., must be steadily increased.
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2.5, Tho produetion of electricity must forestall the growth of

industrinl production; and the installed eapacity must inerease
from 2.8 million kilowatts in 1953-54 to 8 miltion kilowattsin 1060-61,
that is, must be moro than doubled.  Alxo, the utilization of capa-
city must bo increased.

3.1. Coal (2): Tho production of coal must bo increased from
37 million tons in 1933-56 1o 60 million tons in 1960-61 (an increase
of about 62 per cent) which would hie difiicult to achiove hut shonld
not bo impossible.

3.2, There is great wastage at present of high grade coking conl
of which supply ix short. Neceasary Government action must be
taken without any delay to prevent such wastago and to promote
botter conservation.

4.1, Synthetic peirol and products (3) 1 India ix short of petrol
and meets most of its requirements by imports. In addition to
increasing ail-prospecting as quickly as possible, a State plant to
produce about 300,000 tons of gynthetic petrol must be installed
during the Second Plan, and future production must be increased
N8 necersary,

4.2, The abovo plant muat also bo used to establish a bawo for the
development of associated chemieal industries,

5.1, Steel (4) @ Indin has vast resourees of iron oro; and inereas-
ing production of steel must be made an important link in economic
development.  The installed capacity would bo increased o 6
million tons and production to 5 million tons by 1060-61.

5.2, Necessary action (in the way of establishing n heavy machi-
nery industry and promotion of metallurgical rescarch) must be
taken in the Second Five Year IMan to build up the baze for the
future expanzion of the installed eapacity of ateel by at least one
million ton per year from 1061,

5.3.  Increasing production of steel would rupply a secure foun-
dation for the fabrication of plants and machinery of all kinds,
expansion of construction work and of railways and tranxport gene-
rally. If necessary, steel ean alio be exported to neighbouring.
countries which are in urgent need of it.

6.1. Aluminium (7)1 India has largo reserves of bauxite and
the prodnction of aluminium must be rapidly increased to tako the
place of copper which is in short supply and mostly imported. In-
creasing production of aluminium would, in its turn, facilitato elee-
trificntion; and tho production of both clectricity and alumininm
must bo continuously increased at the snme time.
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6.2. Tho production of aluminium should be increared from
about 5 to 40 thouzand tona during the plan period.  One or more
aluminium plants must bo established in the public reetor fur this
- purpose.

7. Manganese ore (8) : The extraction of mangancss ore must
be increased and somo of the oro must be converted into ferro-
manganeso before export 8o as Lo retain a part of the value created
by semi-manufacture.

8. - Cement (9) 1 The production of cement must ba inereased
from 4.6 to 10 million tona or more than doubled during the sccond
plan period.  The production of other building materinls must.
be increased proportionately to avoid shortages and hottlenccks
in construction work,

9.1, Fertilizers (10) :  The production of nitrogenous fertilizer
muat bo increased by about three times by establishing at least
three moro factories of ronghly the same capacity as Sindri,

9.2, Fertilizer production must also bo steadily and continu-
ously expanded along with irrigation to sccure a rapid inerease in
the outturn of agricultural crops in future,

10. Heavy chemicals (11) @ The production of sulphnrie acid,
sada ash and caustic soda must be increased by 1960-61 to roughly
four times the actual production in 1933-54.

11.1.  Heavy machinery (12)z For rapid industriatization it is
essential to fabricato plants and machinery at homo. To instal
a plant for the production of one million tons of sfeel per year it
is necessary at present to import machinery worth about Rs. 40
or Rs. 45 crores from outside. Provision has been made for invest-
ment of Ra. 150 crores to establish largo engineering workshops to
fabricate machinery needed for producer goods plantz.  An imme-
diate aim would be to manufacture every year most of the machi-
nery required for installing a ono million ton eapacity steel plant,

112, Investment of Ry. 40 crores is contemplated for establish-
ing plants for the manufacture of heavy clectrical equipment.

11.3. The production of machinery for the manufacture of
consumer goods (textiles, ete.) must be roughly doubled during the
plan period, and an investment provision of Rs. 50 crores has been
made for the purpose.

12, Railway rolling stock (13) : ‘Tho annual production of loco-
motives must be increased from 100 to 400; of wagons from 7,000
to 20,000; and of coaches from 800 to 2,000 so as to attain sclf-
sufficiency in rolling stack by the end of the_plan perioil,
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13, Jute textiles (14) ¢ Tmmediate steps should be taken to en-
sure a fuller uso of the existing eapacity and to xee that hy 19460-61
the full rated capacity is utilized.

14.1.  Factory made conzumer goods: The factary production
of eszentinl eonsumer goads would he inereased in such n way as
to prevent competition with the household and hand industries,

14.2. Collon textilra (15): DProduction would be increased to
5,500 million yards per year by 1980-61, the additional production
being uzed mainly for exports,  (The remaining part of the internal
demand would be met by hand-made cloth).

14.3. Woollen textiles (16) : Manufacture of woollen textiles
should inercase by abont 23 per cent during the second plan
period.

144, Sugar (17) awd vegeialls oil (18): ‘The prodnetion of
sugar must be incrensed (preferably through cooperntivés) by about
50 per cent and reach 2.1 million tons, A rise by ahout 33 per cent
of the production of vegetable oil will be neeessary.,

14.5.  Paper (19), bicyeles (20), scwing machines (21), and electrical
goods (22) :  Production must inercase B)’ roughly between 40
per cent and 100 per eent to meet anticipated inerease in demand
and alzo partly for export,

15.1.  Hand-made consumer goods :  Yivery effort must be made
to expand the hand production of consumer goods to provide a
marketable surplus to meet the increase in demand,

15.2.  Khadi and handloom (23) :  Production would ho inereased
to 3,200 million yards (from the level of about 1,200 million yards
in 1933-54)..

15.3. Production of other hand-made articles must he increased
from 20 per cent to 40 per cent.

18.1.  Agriculture and allied pursaits :  The production of ecrenls
(28) must be inereased from 56 million tons in 1953-54 to 63 million
tons in 1960-61, and of pulies and gram (29) from 10 to 13 million
tona, This would make the country self-suflicient in foodgrains
at a romewhat higher standard of conanmption than at present.

18.2. Collon (32): Output must increase by 3% per cent to
5.8 million bales so that the net import of cotton can he considerably
reduced by 1960-01,

16.3. Sugarcane (34): Output must inercase to 7.6 million
tons of raw sugar (50 per cent increase).

16.4. Milk (837) : TProduction of milk and otlier edible animal
busbandry products should go up by abont 25 per cent.
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17.1.  Irriyation (41) 1 In order to achieve the agricultural tar-
gets mentioned above, the total irrigated area must increase from
70 to 100 niillion acres.

17.2. Special attention  must bo given to devising suitable
measures  for  Hood control.

18. Nulional erlension scrvice and communily projecls (42):
Vigorous orgnnization and persistent efforts would Lo requirel for
the expanxion of production in agriculture and in houschold and
hand industrics. NES Dblocks, which can supply a convenient
machinery for this purpose, must cover the entire country by the
end of tho Second Plan.

19, Transport : Railway tracks (43) would be increased by 3,000
miles (9 per cent increase); passenger miles (44) and freight tun-miles
(43) by 30 per cent and 40 per cent respectively.  National highways
(46) would be increased from 12,500 to 17,500 miles (40 per coent
increase) and State roads (47) from 20,000 to 33,000 miles (73 per
cent increase).  Shipping tonnage (48) would increanse from 523,000
(in 1933-54) to about 1,500,000, an increase of 183 per cent,

20.1,  Education : The number of pupils in schools between tho
ages of 6 and 14 would increase from about 29 million in 1953-56
to about 46 million in 1960-61.

20,2, The expendituro on fechnical training, hiyher elucation
anid research (53) must increaso by 75 per cont.

211, Health : ‘The number of hospitul beds (31) must increaso
from 112,000 in 1933-54 to 230,000 in 1960-61; and the number of
reyistered doclors (55) from 63,000 in 1933-31 to 90,000 in 1960-61.

212, Two new cadees of junior and senior health assistants
{530) would b created with two levely of training of two years and
four years respectively. Bach junior health assistant would be
placed in chargo of w group of 10 villages or one NES block anid
onoe senior licalth wasistant would be in chargo of 3 such groups or
5 NES blocks together with one registered doctor in charge of two
such units or 10 NES blocks in such o way that the whole of the
rural arca is covered by the end of the Scecond Plan.

22, Urbun housing (37) : 'The number of urban houses must
increaso sulliciently to provide additional acconunodation for 3
million familics during the Sccond I’lan.
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TABLE (1) TARGETS OF PRODUCTION FOR THE
YEAR PLAN: 195857 1o 196061

ECOND FIVE

wetunls Provisionnl eatintes
nmng of itemy unit
1930 1953
-3l =54
[th [£5 ) ) (5) (6} %3}
factory producer goods
1. clectrivity oo hw L I 6.0 T
2 conb .» m tona 36 37 [} 2
3. wynthetie peteol .+ th, tovn nil nil ml o0 —
4wl or 0, tony 11 1.t 1.3 5.0
5. pigiron {for foundrivs) .. m. tons —_ —_ 0.4 1.8
6. 1ron orv o« . tony 3 i 4 13
7. aluminium « th tona 3.7 3.8 5 v
N. mungancss ope <. . tuny 1 2 2 3.5
Y. cement .. I tons 2.7 1.0 4.6 100
10, fertlizers
{n} niteogenaos vo thy toma
nitrogen v.2 614 u J60 300
(b) superphosplintos .. th, tons 55 [} oo 2un 10v
11, heavy chemicals
(1) sulphuric acid .. th. tona vy 120 150 450
(b) soda nr .. th. tons 43 50 T 200
(v) canstic sxln . th. tons 1 25 33 100
12, heavy msclinery to fubri-
eato plants {invostmunt)
{u) steel  and  producer
Rewxls .. Ra. crorex ml nil [nil 150 —_
(b) clectrical cquipment .. Ra, croren nil nil nil Ay —_
{€) convumer goods . index — — 190 200 vy
13, railwuy rolling stock
{n) locumotives .+ DO, S6 100 10 k(0]
(L) wagons .. mO, o8y o0y 2oy 186
(r) prmsenger conclies .. no, 58 U 20w 150
1 juto textiles vo th, tons sy2 ¥G! lowy  1tww w

factory consumer goods

13, cotton textiles A R Y 3718 Juvs Sum
18, woullen textiles oL by, 18 20 v
17, sugar .o 0, tuns 1.1 1.1 1.4
18, vegetably oil ... tons 1.2 1.4 1.5
19, puper o thy tonn 1 137 Ho
20, biryeles .+ thousanl 10 240 500
20, wowing machines «o thowand 33 3 Yo
22, electricul govds oo index - —_ 100
hand-made consumet goods

23, khadi omd hind oo, yids, 42 12w 1600
24, soap .. th. tons — — P23
25, fout wear I, phirs — - S0
20, foed industries .. index — —_ ton
27. notalwares .. indox - —_ oy
agricultual and ciated p i

8. corcals .. m.tons  41.7  06.1 4
29, pulses and grumn .. M. lony 8.3 0.6 v
30, total foodgraing +. I, lons 0.0 630 G4
31 oilsoods <o i, tony 6.1 5.6 5.6
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TARGETS OF PRODUCTION FOR THE SECOND FIVE
1056.67 TO 1960-81—(Continued)

TABLE (1) :

YEAR PLAN :

105

uctuals provixional estitnntes
mmte of item unit
1030 1933 1055 1960 pereen-
=51 -54 =0 -1 tago
increass
n (2) (3) S} (7)
32. cotton .. m, balea 2.0 3.9 3%
33, jute .. oM. bales 3.1 N
34, sugarcamine (raw migar) . m, tona 1.6 50
35, tobacen . th, tenx 2506 20
36, ten . . (o [ 635 675
37. milk oo imlex .- —_ 10
338, wool . — — 49
39, timber . - — 1on
40, tish - - 100
rutal development
I. Halion PR TTIRTIC 5N au 38 0 Jon 1
42, NES and community no, of .
projecta hlockn - (] 1o anen 367
transport : tailways
43, milouge . malex -— —  Bhovu 37000 a
4. passenger miles AT — — ton 130 30
45, [reight tonamiles . imdex - - 100 1 40
roads
46, national highways Cthomites 1LY — L]
47, State roads . the milea 17.4 —_ w
shipping
48, tonnuage . thou-and anl 223 6o L5 146
social scrvices ; education
0. pupils :nge B-11, .o lnkh INS —_ 230 3xu 161
50, pupils :uge 11-11 .. Inkb a - Al Niy 157
5. percentage of students
in ags groupa @ G-11 ooquer eent 12 - 7.'- U
" . 11-14 L.opereent K] - an o
technienl trwining, higher uulex of
edueation wud rvsenrch expenditmy — — ({10 g
health
54, hospitul beds . thousand o7 2 125 250 Tun
515, doctons (registored) thousand — U5 7 w) 2
56. health nasistants . indax - — 100 a0 00
housing
57, urban housa . Jukh lul -— 120 150 5
communication
58, post oftices . thounund 37 47 ] R 17
59, tlegruph ofiices . thou~und k{3 30 48 ) a4
60, telepliones . thousand 1R 220 3o Gou o

14



Arpexpix To Cuarrer ‘Two
COMMODITY BALANCES IN 1060-81 (Prorisional)

1. Attempts have been male to xee, in o rough way, that the
targets given in Table (1) are consistent.  This appendis gives
relevant information for five major commoitios : eleetricity, coal,
steel, cement, and heavy chemicals.

2, Eleetricity : The consumption of electricity in 116061
i1 expucted to he 20,000 million kilowatt hours (kwh) which should
be possible to secure from an installed enpacity of 6 million kilo-
watts (mkw) with a slightly higher rate of utilization than the
presont rate.  The following allocation of power in million kwh
is envisaged in 1960-61 : jron and steel (2500), aluminium (1300),
cement (L1o0), cotton textiles (1500), fertilizers (1ovo), all other
industries (3600) and light, small power, traction and all other
uses (T00th)—total (20,000),

3. Coal: The industrial  development  envisaged  would
require at least 60 million tony of coal.  The alloeation in million
tons in 196061 ix expected to be s follows @ railways (11.0), clee-
tricity (5.0), iron and steel (153.0), coment and bricks (3.0}, cotton
textiles (1.3), jute mills (0.5), paper (L), fertilizers (1.0), other
industries (1.0), bunker and steamer service (2.0), domestio (7.5),
svnthetic petrol (1.3), angd all other uses (2.0)—total (60.0).

1. Steel: The rough pattern of utilization in million tons
in 1960-61 is given below @ steel processing industries (1.5), railways
(0.8), industeial development xchemes both public aud private
(1.8), uther Government development sehemes inchuding multipur-
poso and State irvigation projeets (0.2), construetion (0.5), industrial
maintenanco and packing (0.3), defenco and roads (0.1), and all
other uses including export (0.7)—total (5.0).

5. Cement: The allocation envisaged in million tons in 1960-61
in ax follows @ all construction (6.4), cement products (0.4), rail-
ways (10.5), roads (0.3), multipurpose and Stato irvigation projects
(1.8), amd all other wses including export (10.6)—total (1o.n),

6.0, Meary chemicals : Balances have heen worked out fur
sulphurio ucid, caustic sodiv sl soda ash,




FORMUTATION OF SECOND FIVE VEAR PLAN 107

6.2, Sulphurie acid ; The alloeation in 1960-61 in thousand
tons will be as follows : ammoninm sulphate (60), superphiosphate
(110), iron and xteol (0) and all other nees (190)—total (150).

0.3, Cunstic sodu: The allocation in 196061 in thousand
tons will he as follows @ saap (30), textiles (20), paper {15). ahunini-
um (53) and all other uses (30)—total (1ou),

6.4, Sodn ash: Tho allocation in 1960-61 in thousand tons
will be as follows : glase (100), textiles (10), silieate of soda (10),
paper (10), other chemieals (25) and all other uses (13)—total (200),



CuaPTER THREE
INVESTMENT AND DEVELOPMENT

1.1, Allocation of investment: The allocation of investment
{or net capital formation) by broad sectors is shown in "Table (2).

TABLE {2): ALLOCATION OF INVESTMENT
(Ra, eronw)

wetor pubhe private total pereentago
[t}] ) ) ) (5)

L eleetricity 450 80 500 8.0

2, industry 1,000 400 1,400 23.0

3. traniport & communicntion 850 80 oy 16.1

4, agriculturs & irrigation A0 200 950 170

3. conatruction 250 1100 1,350 24.0

6. mocka 100 400 500 8.0
total 3,400 2,200 5,000 100.0

1.2, Electricity includes Loth hydro-clectric and thermal power
stations, Industry includes the houschold and hand industries.
Construction includes residential houses, schools, hospitals, and
public buildings.

1.3, Strictly comparablo figures aro not availablo for the Lirst
Five Year Plan, but the total investment in the public sector as
planned was roughly Rs. 1600 to 1700 crores and the same amount
was estimated for the private scctor. Thus investment or net -
capital formation through the public scctor in tho Second Plan
would bo about double of the planned estimates in the First Plan;
and tho estimated investment in the privato sector would be about
40 per cent higher,

2.1, Allocation by indusiries : ‘The breakdown of investment
by important industries is shown in Table (3).

2.2. Tho provision for iron and steel includes expansion of
eapacity of existing plants; three new plants (Rourkela, Madhya
Pradesh and ono more); factories for the production of pig iron
for foundries, and miscollaneous items,
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2.3, Along with the intallation of one synthetic petrol plant,
necessary action must bo taken to train personnel and build up
experience through pilot plantz fur the establishinent of associnted
chemieal industries.

2.4. Tho production of electrical applinnces would include elee-
trical machinery (such as turbines, generators, transformers, trans-
mission equipment ete.) reguired for hydro-electric and thermal
projecta,

2.6. ‘The heavy machinery industry to be extablished in the
publie sector must bo ablo by 1960-61 to fabricate machinery ro-
quired to instal every year a stecl plant of a million ton eapacity
or plants to manufacture producer goods of roughly equivalent
value,

TABLE (3) : ALLOCATION OF INVESTMENT BY INDUSTRIES

imbstry inveximent percentagn
{RRa. crorea)

m ) 3

1. iron and steol 425 30.4

2, synthetio petrol 30 3.7

3. heavy machinery to fubricate planta for

(0) steol unid producer gooda 160 10.7

{b) vloctrical equipment 40 2.9

{¢) comumer gools 30 3.8

4. coment, chomicaln, cte. 100 7.1

5. exinting State onterrises 50 3.8

6. aluminium 3v 2.1

7. minerals and prospooting 5 L%}
B. fertilizers 100
¥, fuctory culuinor gowds 100
10, howsdold and hand indualrics 200
total 1,400

2.6, ‘The alumininm industry must be developed to make tho
conntry independent of imports of copper by 1060-61; and must
continuo to be further expanded in future.

2.7. Geological surveys and especinlly prospecting for oil and
mincrals by Government arganization must be rapidly expanded.
Mining operations must also bo greatly expanded. A provision of
Ra. 75 crores has been mado for thia purpose.

2.8. Ra. 100 crores have been provided for tho installation of
fertilizer plants with eapacity cquivalont to roughly four times
the current production at the Sindri factory.
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2.9. The greatest importance is attached ta the expansion of the
liousehold and hane industries as this would he the prineipal method
of liguidating mnemployment and also of creating a marketable
gurplua of consnmer goods to meet the inerease in demand arising
from investments in heavy industries, construction work, and ex-
penditure on sacial services.  Rs, 200 erores or Rx. 40 crores por
year have heen provided for this purpose.

3.1 Public development expenditure = In the First ax well as in
the Sceond Plan certain items of current expenditure have been
included in addition to provision for investment. Thix is xhown
in Tahle (4).

TABLE (0): PUBLIC DEVELOPMENT EXPENDITURE

wocaml plan first plan
nevior
enrrent tatal  per cent per cent toiad
(R, (Rx. (Mne
erorvs)  eeoees) crores)
(U} ) @) 4) ) ) (]
L. elactricity 450 — 450 .
2. agriculture, irrigation and
evelapment 350 200 030
mib-1otat (1.400) [HXH 44 non
3. indusiry & minerala 1,000 100 1,100 R R 1%
4. transport and communi.
eation R0 ton 950 o2 2 5a8
B, eonxiruction wnd socinl .
wrvicea 250 ao0 750 17 H A
B, wtockn 100 — 14 o —_— —_—
1ounl 3400 piih ] 4,100 Ton 1w 23,048

3.2, Comparabie figures for the First Five Year Plan are given
in cols. (8) and (7). Tho total development expenditure of s,
4,300 erores in the Second Plan is just short of double the planned
development  expenditure of Ra. 2,248 crores in  the First
Plan.

3.3. In the Second Plan there ia a much larger acinal expendi-
ture for industrial and mineral development. (Rs, 1,100 crores against
Rs. 178 crores in the Firat Plan): and the velative proportion ix also
ninch higher (28 per cont of total development expenditure in tho
Sceond Plan against R per cent in the First Plan). The actual
expenditure in the Second Plan ia greater but  tho relative
expenditure (as a proportion of the total) is less in all the other
sectors,
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4.1, Tolul decclopment expenditure :  In wddition to the current

development expendituro included in ‘I'able (4), there aro current

oxpenditures for purposes of development not inchuded in the Plang
Tho position in shown in Table (3) below.

TABLE (5): TOTAL GOVERNMENT EXPENDITURE
(Ry. crores)

iem

tal

n 8] &)

1o nonedevedsy

(defeness amld

whninistration)

3,

develog

() net b prhise KT
(B) i the plan (ETT] 11ou 2.0
3. »ub-totn] st 1325 Sab0
totul 1. - PR

4.2, The total Government expenditure is expected to increase
from s, 1,423 crores in 18353-56 to about s, 2,050 crores in 1960-61
the total development expenditure would inereaxe at the same
tine from Rs. 800 crores to Rs. 1,325 erores; and the development
expenditure included in the Second Five Year Plan would inereaso
from Rs. 600 crores to Ry, 1,100 erores,

4.3. The total Government expenditure during the  Second
Five Year Plan is expected to be Rs, 8,500 crores out of which Rs.
3,400 crores woull be non-development (defence and civil adminis-
tration), Rs. 1,100 crores development expenditure not included
in tho Plan, und Ry, 4,300 crores development expenditure included
in the Plan.




CuarteEr Forgr
SMPLOYMENT AND INCOME

LY. Employment : In India a very largo number of families
(comprising a majority of tho population) aro seif-cmployed, many
of which uso their labour power only partially and tlus suffer
from chronic under employment.  They must Lo provided with
opportunities of doing more wark and thus inereasing their income.

1.2, In tho urban arens there is a largo number of persons with-
out jobs and secking work for whuom new cmployment must be
created.  New work mmst alzo be found for roughly 1.8 willion
persons who, on an average, wonld cnter the working forco every
year (caleulated on the basis of a labour furce composition of 40 per
cent of a net averngo increaso in population of 4.5 million per year,

2,1, The programme of production, investment, and develop-
ment (dizenxsed in Chapters T'wo and Three) is expected to generato
& volumo of employment shown in Tablo (6).

TABLE (8): ESTIMATED VOLUME 01 EMPLOYMENT IN o ¢l

rplovinent ineyeiu
(in multivn)
mnlor
A6 1060.61  actunl per cant
(million)
(U] 2) (&) ) (3)
I aprivalture & nllied pursaits 1095 1110 (390
2. mining & fuctory establidinenta 4.0 1.5
3. houschold enterprises & construetion 12.0 3.0
4. vommunication, rilwaya, banka, insurance 1.8 [IN]
3. wholeaalo winl retail trndo, fransport
(other than milways), ote. 10.0 12.0 2.0 0
8. profvssions, scrvicos (incluling  gove,
administration) and tho rest H.0 1.3 2.4 16
totul 132.0 163.0 1. 1

2.2, If tho targots of production aro realized then tho problom
of unemployment should by brought under control by the end of
tho Sceond Five Year Plan,  Becanse of tho rapid rato of indus-
trialization, proportionately the biggest increaso of employment,
ubout 45 per cent, would ocenr in mining and factory enterprises.
Ilie houschold and land industrivs, communication, transport,



FORMULATION OF SECOND FIVE YEAR PLAN i3
trade, cte., woukl have an increase of about 20 per cent or 23 per
cent and tho professions and services of about 16 per cent. Even
in the Second Plan Inbour would not begin to be drawn away from
agriculture and allied pursuity, but would inereaso at a low rate of
the order of only 1.5 per cent, which would still mean an incrense of
1.5 million persons in the labour force in this =ector.

3.1, Income: Tho net domestic output at 1952-53 prices had
increaxed from Rs. 919 abja in 1930-51 (the base year of the Fiest
Five Year Plan) to about Rs. 103.1 abja (provisional estimate)
in 1953-34.  This represents an increaso of Rso 112 abju or 2
per cent in 4 years or just over 3 per cent per year. A part of this
inereazo was probably due to exceptionally good agricultural crops
in 1933-34 and another part possibly to a partial correction of the
previous underestimation of crops.  If allowance is made for thesu
factors the real increase would be probably about 10 per cent in 4
years,

3.2, In the Secoml Five Year Plan the rate of investment and
development would be roughly double that of the First Plan. The
rate of increase of income i3 also expected to be roughly double or
about 5 per cent per year.  The same estimate has been generally
corroborated from more detailed caleulations Ly sectors on the
basis of the investment and development programme,

3.3, The expected increaxe in national income is shown in

Table (7).

TABLE (7)1 DOMESTIC PRODUCT OF THIE INDIAN UNION
AT I052.53 PRICES

Re. abju (= 100 eronen)

(estimated)

arelor (netanl) inercisy

15051 prer cent
(1) (3) ()} (5)
1. ugricuftuns and alliod Puriits SR 63.4 20
2. mining anid fuctory enterprisex 15,0 67
3. hwawhold enterprises & construction 163 n
4 Mimication, railways, banks, ele, 4.7 30
. wholeanld & retail trade, otleer trunsport 18,8 25

G, A iwhuding  govt,

wihtninisteation amd the reat 1.3 17.3 2008 -0
7. totl x.0 0 17 2
S, population (million) HEN] Ao 7 7
9. per eapita incomo (Re.) Al 1

15 T



Cuarter Frve
FINANCE AND FOREIGN EXCHANGI

1. Rate of inveebmrnt : The planmed net investment covering
both public and private sectors is Rs. 3,600 crores over the period
of the Second Plan,  The current rate of investment iz nbout 7 per
cent; this will have to be raised to about 11 per cent of national
incomo by 1960-61.

2.1, Resources for the public scctor : The total expenditure of
the Centre and  State Governments combined is estimated at
Rs. 8,500 crorcs for the Second Plan as a whole (Table 3).  Expen-
diture outside the plan would increase from Rs. 823 crores in
1033-56 (cstimated) to Rs. 000 crores on an average in the
Second Plan, Expenditure on the Plan is expected 1o increase from
Rs. 600 crores in 1933-56 (estimated) to an average of Ry, 860 crores
in the Second Plan.

2.2, The total receipts from taxes and non-tax revenne, at the
current rate of intake of 8.5 per cent of national income, would bring
in about 3. 5,200 crores.  Borrowings (net) from the public should
yield Rs. 1,000 crores (about Rs. 600 crores from loans and Rs.400
crores from small savings),  Allowing for Ra. 200 crores for receipts
from railways and miscellancous items on capital account, the
total receipts from domestic sources, at current rates, would be
Rs, 6,400 crores.

2.3, This leaves a gap of Rs. 2,400 crores in the public sector.
As against this, external assistance may provide Rs. 400 crores.
The balance of Ry, 2,000 crores will have to be found at least in part
by fresh taxation and protits of such commercial or industrial under-
takings a3 can be xtarted in the public sector.  The aim should be
to Jimit deficit financing to a total of R3. 1,000 to 1,200 crores. A
taxation target of 9 to 10 per cent of national income as aguinst
the present level of about 7 per eent must bo uttained.

3.0, The budgetary position on the abuve basis iy shown in
‘Tablo (8).

3.2. A goud part of the adiditional income in the Second Plan
would b created ut lower income lovels, The hieavy industrics would
take time to Lecome profitable,  Also, forvign nssistance may not
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bo realised to tho fullest extent. Tt would be esxential, therefore,
to keep a stringent wateh on expenditure outside the Plan, 1o make
necessary adjustments in the price and subsidy poliey of Govern-
ment. to reach new strata for tapping savings, and finally, to make
changes in the tax structurc 10 raise ndditional resources required
to financo the Sccond Plan,

TABLE (¥) : GOVERXM

INT BUDGET : 1.
(R, erorex)

expenditure neeecipis
m &) (3) (4)
1. on the plan 4.200 L on the pevenun secount 5,200
2. ontsidde the plan 4,500 2. lowns from the puhblic 1.0600
A raitwnyn aned izeellaneons funds 200
4. forvigm naistanee {00
3, xub-total 6,500
6. additionul taxes nnd lonne and
profita from State eulerprises Kng - | ,ooo
7. aleficit fimneing 1,teM1 ) 200
tutal N HM) tola) K.Non

4.1. Finance of the private seelor : Investment in the private
aector is estimated at Rs. 2,200 crores out of which s, 1,100 erorex
or about a half ig for housing and Rs. 400 crores for industries,

4.2, With deficit financing of Rs. 1,000 to Rs. 1,200 crores by
Government, the banking system shouhl bo able to provide the
credit required for working enpital. In fact, conditions of casy
credit aro likely to cmerge.

4.3. Thoe newly sct-up inancial institutions (such as the Indus-
trial Investment and Credit Corporation) will assist the private
sector. The pattern of investment in the privato sector will have
to be watched continuously and influenced in the desired direction
through tax incentives, selective credit controls, capital issue control
and similar devices.

6.1, Foreiyn trade and payments: Much larger impart will
have to be made of eapital goods in the Second Plan.  The total
need would come to about 12s. 1,200 crores; adding Its. 400 crores
for impart of equipment for replacements, the total requirement.
would be about Rs. 1,600 crores for import of eapital goods,

5.2, This must be met partly by increaseil production of fuod-
grains, sugar, cotton, and petrol: partly through forcign assistance
and withdrawal from sterling balances; and by cortailment of non-
cesential imports and promotion of exports in every posaiblo way.
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PLANNING ORGANTZATION AND ADMINISTRATION

Ll Planning orgunization : Planning must be  continuous
and floxible, Tn addition to the Five Year Plan, detailed annual
plans must be prepared every year.  Targets, projects, and policies
must bo continually reassexsed and reformulated to suit changing
needs and conditions,

1.2, At the samo time it is imperative to keep in perspective
the potential growth of the economy over a long period so that
decisions can be made to sccure a balance between short term
and long term objectives.

1.3, For planning on lines explained above, it is necessary to
build up an appropriate planning organization. A technieal orga-
nization  (consisting of cc ixts, statisticians, meientists,
engineers, technologists, and adminixtrators) must be established
within the Planning Commission for the preparation and continu-
ing examination of the national plan and for working out the various
balances relating to it. Technical units 'must also be extablished
in the Central Ministrics, Stata Governments, and other agencies
to prepare detailed projects and estimates and to revize them as
NCCOSSATY,

1.4, There must be a continnal two-way flow of information.
Plan targets from tho top must he continually checked against
possibilities of realization at the level of projects. Poxsibilities
of development envisaged at the bottom must continuously shape
the targets formulated at the top.

1.5. Information of many kinds would be continually required
for the formulation and revision of the plan and of detailed projocts
a3 well as for the assessment of tho progress and implementation
of the Plan.

1.8, The information servico and planning and projeet activities
must be closely related. The Central Statistical Organization
in association with the Indian Statistical Instituto must function
a3 an integral part of the planning machinery at the Centre.
Following the samo pattern, the Stato Statistical Bureans must
kerve as focal points for statistical services in conncetion with
planning activitics at tho State lovel.
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2.1, Administrative machinery > Planning on bold lines with
a seady oxpansion of the publio sector and advanocoe to n soolallstio
pattern of economy wonld roguire tho building up of approprists
adminbrative machinery of & now typo at all lovols,

2.2, Thero muat bo decentralization, ‘on  businera-liko lnea,
of the day to day managoment of publio entorprixes with larga
delegntion of Ansncial, administrative, and exeoutive control to-
develop Initlative and rewponxibility at the periphery 8o nocessary
for officient conduct of husiness enterprises,

2.3, Attention munt be focussed on the implementation of
tho Plan—on getting things done at tho right timo—and rules
of procedure munt, if necessary, be rovised to onwure offectivoe
aotlon, Sceretariat control of the present typo must bo roplaced
to a large oxtent by control, by truly autonomoux publie corpora-
tions set up by Government or through the supply of oredit by
Stato Banks working under the general guidanco of Government
in matters of policy.

2.4, Administrative  diffieulties  jnherent  in tho oxisting
Government machinery are likely to prove the greatest obstaclo
to cfticient planning.  To overcomo such difliculties, largo organi-
zational and oven constitutional changex may becomo neoessary,
Tho problem in urgent and requires immediate and serions
attention,

2.8, CGovernment must rally public nupport in favour of tho
Plan and enconrnge and lielp non oflicial organizations to promuto
ita fulfilnont.
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EXTRACTS FROM THE SECOND FIVE YEAR PLAN
A TENTATIVE FRAME.\WWVORK

CuartEn ONE

OBJECTIVES OF THE SECOND PLAN
L] . L] . . .

NaTrovar INCOME aND STANDARD OF LiviNa

5, The First Five Year Plan contained an illustrative model
of development over n periodd of some 27 years,  According to that
model, India’s national income could bo dounbled in some 22 years,
per capita income coulkd be doubled in about 27 years, and per capita
consumption coull Lo increased by ronghly 70 per cent in a little
moro than five plan periods (f.e., between 1930-51- and 1977).

6. Tho increaxe in national income by the end of the First I'lan
is likely to be greater than was anticipated and may amount to some
15 per cent over the five years. The national income of India in-
creased by some 15 per cent in real terms during the five years
1948-49 to 1953-54.  During tho first threo years of tho First Plan
the increase was of the order of 12.5 per cent. Even when allowance
is made for the provisional character of tho extimate for 1933-54
and for favourablo monsoons, it is reasonable to expect a 15 per
cont inerease in national income over the First Plan period.  Tor
tho Sccond Plan, therefore, wo may well aspive to an increase in
national income higher than 13 per cent say, 25 to 27 por cent in
{ive yeurs, or 5 per cent por anhum as a first approximation.

7. An increase in national incomo of abont 5 per cont every
year in the Second Plan is by no means unrealistic or ambitions,

t Originul numbering of purngraphia hna heon retained,
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A rato of inorenso in national income of 3 per cent per anunum has
beon achioved over & period of years without any attempt at plan-
ning in eountries already advanoed industrially, Tn recont years,
the socinlist countries in KEastern Furopo have achieved a rate
of increaso of zomo 12 to 16 per cent in national incomo every year.
In tho light of this experience, tho target of a 5 por cont per annum
increaso in national income for the Second Five Year Plan must
Lo regarded ax a minimum to abm at.  With effort and vrganiza-
tion, it should probably he improved upon.  On this basis, it should
Le possiblo to advance the long-term targets outlined in tho Firsy
I'lan by somoe four to five years, or evet moro,

NET NATIONAL OUTYUT OF INDLA AT CURRENT AND
CONSTANT PRICES

*1933-54 1952-33 1931-52 1950-31 1949-30 1943.49

(U} 2) (3) (4 3) (6) (7

net output in Ra. ubjn®®

at current prices 1u6.0 b8.0 vo.9 3.3 36.5
ut 1048-49 prices V9.3 ¥3.2 VIL6 8. 38.5
{xT tnpita not output in R
8t current pricos 53, 2074 2746 218.9
at 1948-49 prices 268.5 293,023t 2009
index number of net output
with 194849 ns buwe
ut current rices 1140 119.2 Tw.y
8t 194849 pricve 110.1 2 1009
index number of put capits
net output with 1945.49 as
Duno
8L current prices N5.0 0 s3Il 0T 1028 1000
at 194849 prices 107.9 1.3 10te V9.8 00,7 1000

* preliminary,  *® wbja -2 100 cronw = J0v

8. An increase in national income of some five per cent per
annum would permit hoth a sizable improvement in the fevel of
living in the country and an increase in the rato of investment.
If investment i3 stepped up from roughly 7 per cent of national
inconie pt present to about 11 per cent of natjonal income by tho
end of the Second Dlan, total consumption should inerenso roughly
by 20 por cent and per capita consumption by 12 to 13 per cent
by the end of the Second P'lan.
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GROWTH IN NATIONAL INCOME IN SELECTED COUNTRIES

rate of zrowih
country periond annnl avernge
i per cent)

(]

4.
.0
3

Jupan T 913
[HIRN X 6.
1914.1937 6.

Australug

Soviet Uneen 7 (official) 14

3 » [l
Foland 3 - 1.5
Crechuslovahin 3 .- 12
1langary 3 “ 2
Bulyaria 3 " 16

9. The First Five Year P'lan aimed, as a first step, at restoring
the pre-war levels of consumption of the hasic neeessaries of life in
the country.  Fhere has been a significant increase in the consump-
tion of foodgrains, cloth amd other items in recent years and the
damago done by war and partition is all but repaired.  However,
the standards of nutrition, clothing, health, housing aml education
in the country are still inadequate,

10, The minimum requirements of cereals in a balanced diel
were estimated by the Nutrition Advisory Commitice as 14 oz
per adult jer day, The average consumption of cereals in the
country has inercased from less than 13 oz, per adnlt per day in 1950+
51 to nearly 15 oz in 1953-54. The availability of pulves and grams
stll falls short of minimum nutritional requirements-—-2.5 against
3 oz, per adult per day. The consumption of a large number of
people, however, is below the average level in the country; aml the
demund for foodgraing is certain to increase if purchasing power
is increased at the lower levels,  Thats, qniﬁ: apart from the re-
quirements of a growing population, the production of foodgrains
needs to be increased in the Xecond Plan.

11, In the case of other foods such as milk, ghee, meat, tish,
cgas, fats, fruits, vegetables and sugar the present level of
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consumption falls far short of minimnm requirements.  In planning
for a higher standard of living special attention must bu devoted
in the Second Plan to animal husbandry, fishierics, poultry-farming,
vegetablo gardening and other branches of food production.  How
much advanco in these directions can be secured within the next
fivo yecars iy a matter for detailed exumination,

12. The average consumption of cottun cloth in India is now
back to the pre-war standard of 13 yards per person per year. The
Textilo Enquiry Committee has recommended an increase in con-
sumption of cotton cloth to 18 yards per person by 1960, ‘This
modest objectivo must be achieved in the Necond Plan,

13. During the war, an acute housing shortage developed in the
urban areas, Urban population increased by 42 per cont during
1941-1951, and the shortage of houses at the end of the decade
way cstimated at more than 18 lakhs in addition to some 10 lakh
houses required for displaced persons from Pakistan.  There has
been a substantial increase in urban cunstruction in recent years,
and it is reasonablo to expect that tho supply of houses in the urban
arcas would increaso from some 102 lakhs in 1950-51 to about 113
to 120 lakhs by the end of the First Plun. Broadly, provision has to
be made in the Second Plan for the construcion of an additional
30 lakhs of houses in tho urban arcas.  The housing problem in rural
arcas is not as acute as in urban arcas,  But an effort must be made
through the National Extension Service and similar agencies to
improve housing conditions in rural arcas a3 well.

13, As regards cducation, of the total populntion of children
between 6 and 14, only 23 per cent went to school in 193940 and
somo 32 per cent in 1930-31. It is expected that this proportion
would increaso to 40 per cent by the end of the First Plan.  Under
the directive principles of the Constitution, the State must endea-
vour to provide free and compulsory education to all children below
the ago of 14 within a period of ten years. A considerable expansion
to a proportion of say, 60 per cent, in primary education facilities
must, thereforo, be achieved in the Second Plan. Similarly, the pro-
vision of hospitals, doctors, nurses and sanitation facilitics in the
country is far from adequate and a substantial increase in health
and medical facilities during the Sceond Phin must be assured,

15.  An inereaso in national product by xome 23 per cent
would be required to ensuro the incrense in the level of living ay
envisaged above,

. . L4 L]

14
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SoCIAL JUSTICE

40.  As in the caso of all things that really matter in life, social
justice is easy (o recognixe but not xo casy to define,  Since the goal
of a socialist pattern has now been clearly accepted, concrete
steps in this direction have to Lo taken during the next plan
period.

41, An important element in this transformation must be land
reform with a ceiling on holdings and an explicit transfer of pro-
perty rights to the nctual tillers of the soil.  1n order 1o be economi-
cally meaningful, land reform must be supplemented by consoli-
dation of holdings and by provision of credit, marketing und ware-
housing facilities in the rural arcas on the lines imlicated in the
report of the Rural Credit Survey.

42, A socialistic pattern of society ulso implies State ownership
or contrul of tho strategic means of production.  With the rapid
development of basic industrics, largely in the public scctor, the
Sceond Plan would ensuso for the State a significant incrcase in its
influcnce on this sector. Where necessary, the State must be pre-
pared to enter into other spheres such as banking, insurance and
trading.

43, Certain basic necessities of life must be provided to n greater
proportion of the people irrespeetive of their ability to purchaso
the same in order to achievo a greater equality of opportunities in
the country.  Among these education and health come first,  What
isimportant is not merely an increase of schools und colleges but also
an assurance of access to them for children of the poorest parents,
The Second Plan must pay speeial attention to the provision of free
boarding, lodging and tuition facilities to poor and deserving
students from the primary right up to post-graduate levels. In
other words, tho sphere of public or communal consumption must
bo inereased as tho share of the public sector in - productive enfer-
prises goes up,

44, Conspicuous consumption Ly the more well-to-do cla:
must bo checked.  In n poor country trying to lift itzelf by the
hootstrapx, the self-denial and labour of the poor must provide
dircetly or indircetly the major part of tho resources for develop-
ment.  But such self-denint und effort cannot be justified in the midst
of glaring incqualitics, Conxpicuous consumption by a few persons
also serves to dissipate the habit of thrift in others who follow suit
in some measure for reasons of social prestige.  Curbing  of

s
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conspicuous consumption requires a fairly «tiff system of taxes on
luxurics. But, basically, thesolution is reducing expendable incomes
through dircet taxation.

43. 'The Taxation Enquiry Commission hay recommended that
there should be a ceiling on net personal incomes after tax which,
generally speaking. should not exceed approximately 30 times the
prevailing average per family in the country. ‘This recommendation
is intended to bo implemented by steps over a period of time; but a
few steps must ho taken in this direction in the Second I'lan.

46. The emphasis on employment opportunities in the Second
Plan will raise incomes at lower levels, At the same time, an infla-
tionary rise in prices which corrodes living standards of the workers
and the middle class must he avoided ax far ag possible; and in the
event of inllationary measures gathering strength, steps must ho
taken to prevent the concentration of wealth and incomex in the
hands of the trading and profit-making classes.

47, Industrial relations must be so arranged ag to provide labour
with hoth economic seeurity and fair wages.  The elaims ofecapital
accumulation must, of course, have precedence in the allocation
of profits but a proportion should he devoted to inereasing amenities
like housing, providing training with a view to promotion, cte. In
public undertakings, the State must set an example as a model
employer.

48, Agricultural prices are not likely to remain depressed during
a bold plan for rapid industrialisation. In the event of a sustained
fall in nagricultural prices, demand must be stimulated promptly
by greater public expenditure and by open market operations by
Government.  Any harp turn in the terms of trade against agri-
culturo would depress the living standards of the large mass of people,
jeopardise the inerease in agrienltural produetivity and would curtail
demand in general,
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THE SECOND FIVE YEAR PLAN IN OUTLINE

11, IXVESTMENT AND DRIORITIES 1N THE Prax

31. *** The concept of “investment” bristles with ambiguitics;
and in view of the variety of concepts in the ficld, it is necessary to
specify elearly what is included in investment here.

32, Inthe First Five Year Plan, two concepts were used to denote
the size of the Plan, viz,, net investment and developmental expeneli-
ture. Thus the net investment in the publie sector was expeeted
to be df the order of Rs, 1,600 to Rs. 1,700 crores; whereas tho
developmental expenditure which includes outlay of a capital a3
well as current. expenditure was initially estimated at Re, 2,064 crores,
Since outlay on the Plan included only a portion of the outlay on
certain developmental heads such as health and education, an
additional concept of total developmental outlay (as distinguished
from that included in the Plan) has also been used at times to indi-
cate tha size of the Plan.  In tho caso of 42 organized industrics
in private and public sectors, the First Plan considered the require-
ments of gross rather than net investment in as mueh as allowance
was made for part of depreciation, replacement and madernization.
Similarly, the requirements of working capital were taken account
of in the case of industrics, Lut not for other kectora,

33. For the purposes of this paper, we speak of ‘net investment
when referring to tho cconomy as a whole,  If our jdea in as:
the ‘investment cost’ of a plan of certain gize and character is to
measure {ho effort of saving that is involved, it is more logical to
consider gross incomo and gross investment. The entire gross
product of the economy iy, strictly speaking, availablo for consump-
tion or investment. ‘The allowance to bo made for depreciation is
in many cases nalional in tho sense that except in the caso of ropairs
maintenance or replacements of real resources are in fact required
currently against the estimated amount of depreciation. Replace-
ment itself is seldom a mero substitution of one machino or building

ing
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by another of tho same type. Nonotheless, since our national
income statistics nre expressed in net output terms, it may be
convenient to relate them to net investment,

34. Non-monectized investment i3 not included in investment.
In a predominantly rural community of «elf-supporting persons, a
signifiecant amount of investient must be done by the application
of personal Jabour and by using Jocally available materials, With
the efforts to mobilise voluntary labour for various nation-luilding
activitics such as flood-control, investinent in non-moncy terms
must play an important part. It is also illogical not to include such
investment when the income generating from it is included in
national outpat. However, in view of the highly conjectural
nature of the imputed value of such investment, it is proposed to
disregard it at this stage.

35. As regards investment in working capital, i.e., in stocks of
goo:ds and services waiting to be consumed or to bo utilised in pro-
duction, it is clear that any additional requirements here are indistin-
guishable from tho requirements of the fixed capital.  Both require
“savings” in real and financial terms; and as the Rural Credit Survey
amply points out, provision of short-term capital has as much
relevance to production ag that of long-term capital. Tndeed un-
less increments in stocks of all goods are included in investment,
it.would he difficult to justify the inclusion of residential honses in
investment.  Construction of a house is investment not beeause
it resembles a producer good more than a consumer good but be-
cause it represents a net addition to the stock of honses, The re-
quirements of additional working capital over o period are not casy
10 estimate; but a rough allowance is made for them here,

36, Although it is more meaningfnl to speak of net investment
when referring to the cconomy as a whole, it is useful to retain
tho concept of developmental expenditure in speaking of the public
seetor.  Whether this developmental expenditure under the Plan
fhould includo only a part or wholo of tha expenditure in certain
specificd heads i3 a question to which wo return later.  But at this
stage, it may he emphasized that as long as we use more than one
concept o indieato the size of the Plan in the publie scetor, it would
be essential to recast Government budgets in a manner which wonld
make explicit tho magnitudes of all these concepts. Thus, net
capital formation through tho budget, total developmental ontlay
and tho outlay on the Plan must be all readily aseertainable from
the budget statements,
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37. The total amount of net investments required for achiev-
ing the targets outlined above may be estimated at about Rs. 5,600
crores. ‘This eatimale i made up by aggregating, wherever possible,
the capital requirements of tho individnal targets, However,
this procedure eannot be adopted uniformly for two reasons, ‘Tho
targets do not cover all the items of production.  And in several
important sectors, particularly in agriculture, investment is multi.
purposo in the sense that only o eomplex of products can ho related
to a complex of investment.

38, Again, it i3 not as if all the investment in the community
is strictly required for the achicvement of the targetaset.  Residen-
tial construction, stock piling and investment in gold and precions
metals can take place irrespective of the requirements of the targets
sought to be achieved. It is as well, therefore, to be clear in onr
minds as to how much allowanee we make for such investment,

TI1, NaTioxaL INCOME AND THE STRUCTURE OF THF. Ecoxomy

48, One way of describing the objectives of the next Plan would
he to compare the stencture of production as it is expected to emerge
at the end of the P'lan (1960-61) with that prevailing on the eve af
the Plan (1055-56). “This is done in the present section,,

49. The latest available estimate of India’s national income
relates to the year 1933-54. At current prices, the national income
of India in 1853-34 was approximately Rs. 10,600 crores.  In order
to present a picture of the chango in the cconomy over the Sccond
Five Year Plan, it iz necessary to have nn extimate of nationat
income for the year 1955-56." Fven if we make allowance for the
fact that national income in 1953-34 was somewhat unusually high
on account of favourable monsoons, it is not unreasonable to expect
that national income over the last two years of the First Plan would
increase by some 4 per cent.  On this basis, national income in 1955-
56 should excced Rs. 11,000 crores at 1053-54 prices,

50. However, judged by recent trends, prices in 1053-54 wero
also high. In outlining the change in tho economic structuro over
the Second Plan, we have necessarily to mako all caleulations at
gome constant prices.  In ono senso, it does not matter what parti-
cular prices wo usc. Nonetheless, sinco somo estimates such as
thoso of Government receipts and expenditure aro necessarily mado
at current prices, it i3 important that othier calculations are also
made at prices as near as possible to the prices current in tho period
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under consideration.  For tho Sccond Plan, we have worked out our
terms of 1952-53 prices in as much as they are nearer to current
prices than those in any other reeent year for which national income
data are available.

INDEN OF WHOLESALE PRICES IN INDILA

(Year vibed Augost 10349 = J00)

1 industrinl i tnnufac.
yoar nrticles raw mannfne. nren
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31, The national income of India in 1955-56 (at 1952-53 prices)

may be estimated at Rs, 10,500 crores.  With a 3 per cent increase
per annum it should amount to Rs. 13,700 crores in 1960-61—i.e.,
an increase of Rs. 2,000 crores, This increase is consistent with
the targets st as supplemented by assumptions about minor sectors
not included in the targets.
The increase in national income woukl not be unifor for
different sectors.  The table following illustrates the change in the
ceonomic structure envisaged for the Second Plan in terms of the
sectorwise breakdown employed in national income statistics,

53, It is clear from the table that of the total inercaso in
national income (Rs. 2,900 crores) the largest part wonld still
be in agriculture and allicd puruits (Its. 1,060 crores),  Factory
cstablishments would show an increase in net output of some
Iis. 350 crores, mines of Rs. 30 crores and- small enterprises
of Rs. 410 crores.  The rest of tho additional output of about Ra.
830 crores wonll be generated in the tertiary sector.  However,
in relative terms, the inerease in income generated would be greater
in factory establishments (65 per cent), mining (30 per cent), und
ymall enterprises (40 per cent) than in agriculture (200 per cent)
or in the tertiary vector (23 per cent).  On balanee, the relative share
of mines, factories and small enterprises in the national income
would increase from 17.7 por cent in 1935-50 to 214 per cont in
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1960-61 and that of agriculture would decline corvespondingly
from 48,9 per cent to 46.3 per cent. Thuy, despite the relatively
high targets for industries, tho structure of the economy would
chow only n small change over the Secomd Plan period.

DOMESTIC PRODUCT OF INDIA

(b 1932.33 prices)

produsts (1Ra, ahijn)

e tor

[} (&8 (B} ) ) (t) .(7)

L. agricalture & allied
)

A28 63 9.2 5.9 6.3
11, 0.8 1.0 [ 0.9 (IR0 1.1
1. fuctory etablishinents 5.8 8.4 13,5 6.3 T4 a.n
IV, sl enterpriac y.3 10,2 4.3 1o, ] RLDR] to.4
v, Wava, comiunica-
ik, ete, . 3.1 e 7 a4 3.3 24
VI, other commerce and
tranaport 13.4 15.1 IN.¥ [T 1.0 1.7
VIIL
14.3 17.3 0.8 15.6 16.0 15.2
total product ul9 Ik 137.0 190.0 1000  10v.0
prreapita products (1R4.) 238 2 334 — — -

54, The classification of domestic product by sectors given above
does not reveal certain features of the development envisaged for
the Sccond Plan,  Thus, the development of heavy industries is
obscured in o total of factory establishments,  Similarly, the small
enterprises keclor i3 not identical with the small industrics scctor.
It includes in addition workers employed in construction indus-
tries. A further breakdown of these sectors can bo attempted only
on rough lines.  Thus, although the net output of factory establish-
ments inerenses by two-thirds, the ontput of consumer gouds indus-
tries is expected to inerenxo by some 20 per cent only whereas that
of producer goods by 150 to 175 per cent. In the case of small
enterprises, ng agaiust a total incrense of 40 per eent in net ontput,
thut of consumer goods is envisaged to increaso- by one-thinl,
of producer goods by 50 per cent and of construclion enterpri-es
by some 60 per cent.

55, Nimilarly, the increaso in agricultural output of 20 per cent
comprises u 15 per cent inerease in foudgrains and 23 per cent in
other foudstufls and commereial erops.
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56. In short, the structurce of production envisnged here is in
correspondence with the priorities dictated by the basic objectives
outlined earlier, Ieavy industries received the greatest emphasis; in
the production of additional manufactured consumer gooids, small en
terprises get a roughly equal xharo with factory extablishments; and
the output in agriculture xhows a xignificant increase of 20 per cent.

57. The national income calculations just outlined are hased on
the physical targets described enrlier  The physical targeta them.
selves wero based in most eases on the assumption of n 25 10 237
per cent inercase in national income over five years or a 20 per cent
increase in total consumption.  (Allowance has to he made for
greater investment.) The stencture of the cconomy in 1960.81 us
envisaged here, therefore, takes into account the increaxed expendi-
turo on different goods and services as national ontput incrense—
after making allowance for such exchange of domestic goods for
forcign goods uy was implied in the physical targets set,

IV. Tug PATTERN oF EMPLOYMENT

58. ‘The creation of.adequate employment opportunities is one
of the basic objectives of the Second Plan.  Some of the impliea-
tions of this policy have already been set forth earlier.  In thix xcc-
tion we may consider whether the target of 12 million additional
persons to e pressed into gainful occupation outside agrienlture
ean be realised in terms of the Plan envisaged here. Unfortunately,
our knowledge of the vccupational distribution of the population
on the cvo of tho Sccond Plan can only be basel on an extra-
polation of the picture revealed by the 1931 census. This ix not
very satisfactory; but a rough estimate hax heen attempted to xee
where the adelitional persons might be absorhed.

50, In 1950-31, ent of the total working foree of 143.2 million
persons, some 103.6 million were employed in agriculture and allied
occupations. It ix to the remaining 40 million persons-or sy
12 to 43 miillion by 1955-56—employed in mines, fuctories, small
enterprizes, trdde, teansport, communientions, professions and other
salaried employees that some 12 million additional persons have
to be added in the Second Plan.  The likely results of the Plun
outlined above may be analysed xector by xector.

(1) Mining: Some R lakh persons are employed in mines at
present.  With output from mines inereasing by xome 50 per cent
in the Secondd Plan, additional eniployment in swines during the nest
plan period may be of the order of 3 to 4 lakhs,

17
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(2) Fuclory establishments :  Factory establishments employed
some 30 lakh persons in 1950-51 of which roughly 24 lakhs wero in
consumer goods industries and the remaining in producer goods
industries. (Total factory employment in 1055-56 .y bo a littls
higher than 30 lakhs.) In the Second Plan the net output of factory-
produced consumer gouds is expected to increase by some 20 per
cent and of producer goods by 150 to 175 per cent.  On this baxsis,
additional employment in factories during the Second Plan may
be of the order of 12 to 11 lakhs,

(3) Swmall enterprises @ In 1930-51, small enterprixes employed
some 115 lakh persons,  ‘The term ‘“small enterprises® is, however,
misleading.  In addition to small-seale industries proper, it includes
those engaged in construction of roads, buildings, irrigation works,
carpenters, brick-layers ete.  This latter category accounted for
as much as 44 lakh persons out of the total of 115 lukhs in skmall
enterprises.  Among the rest, textiles and tailoring accounted for
32 lakhs, metal working and mechanical enterprises 12 lakhs and
food and tobacco industries another 15 lakhs,

Tho Sccond Plan envisages an increase of about 40 per cent
in tho net output of small enterprizes, ranging from 20 per cent in
food industrics and 25 per cent in leather produets to 33 per cent
in the metal group, 50 per cent in the textile and tailoring group
and 60 per cent in the construction group. It is clear that income
of persons employed in small enterprises is low and several of them
do not have suflicient work. In this scctor, therefore, employ-
ment cannot increaso as fast a3 production.  Assuming that employ-
ment increases, say by one-fourth as against a two-fifths increase in
output, thix scctor would absorh about 30 lakh additional persons
suring” the Sccond Plan.

(4) Railways, communications, oryunized banks and inswrance:
T'his sector provides employment to roughly 13 lakh persons in 1950-
31, The Sccond Five Year Plan envisages considerable expansions
in banking facilitica, railways and communications. Additional
employment of 3 to 4 Inkh persons hero may, therefore, reason-
ably be expected.

(3) Other commerce and transport: ‘This sector is a great em-
ployment provider. Some 93 lakh persons were engaged. in this
sector in 1950-31.  Nearly two-thirds of this group are employed
in retail trade, some 6 lakhs in wholexale trade, 10 to 11 lakhs
in hotels and restaurants and about .the samo number in road

transport.
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s s

If not output of this sector increases by 20 to 25 por cent
envisaged, additional gainfal vecupation for some 20 lukh additional
porsons should reasonably ho availablo in this sector. It is nrguable
that we should not rely on trado for adilitional employment in ax
much as this seetor is alecady rather lirgo in relation to the total
sizo of tho economy. Howover, for the immediate future somo
oxpansion of ecmployment in trado is to be expected.

(6) Government administration: In 1030-51, thero wero 39
lakh personsemployed in Government administration, and ndditional
employment in this ecctor during the Second Plan may bLe of the
order of somo 5 lakhs,

(7) Professions and liberal arty: This i3 another important
sector from the point of view of employment. In 1930.51 somo
64 lakh persons were cmployed in this seetor including somo 10 lakh
teachers, 11 to 12 Jakh barbers, 12 to 13 lakh dhobix, 7 lakh
seavengers and 8 lakh medical practitioners and health workers,!

60. .In view of tho substantinl increase in the expenditure on
health, sanitation and education envigaged in the Second Plan and
the increased demand for the services of barbers, dhobiy ete., an
increase in employmont by 135 lakhs or more in thix sector is not
unlikely.

61. To sum up, the additional employment wo may count on
for tho Socond Plan is as follows?.

IN EMPLOYMENT

INCREAN

1o 186061
(in Tukha)

metor

&3

mines

factorien

wnnll onterprices (inelurding conxtouction workera)
enilwayn, comnunicutions, ete.

T coimnerce & trunnport

goveniment adminintration 3
profesaiona and libereal nrir 15 tn 20
totul 8% 1o B3

1 Tho juxtaponition of harhera and dhobin with tenchees nnd doctors s eather

curioux, but it i retnined heee in na wnch o it emrespoids to aational income
chissificntion in Indin.
w of tho purticularly urgent problan, of urbun unempduynem among
b anidbesclioesr, wo st salso indicato how mael vinployment ix -
for this seetor.  Dut it s not hean possible ta altempl this con
ing the soveral arbitrary axannptiona involved,
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62. Thus. the forexccable employment pofential of the Plan
is of the order of 9 to .5 million persons absorbed outside agriculture,
The Sceond Five Year Plan, therefore, has to he at keast ay bold ny
the ono envisaged in this paper if it is (o fulfil the promise of fuller
employment.  Perhaps some one to twa million persons would
be added to thoxe engaged in agriculinre in any case in view of
their existing ocenpations,  Again, not all the persons employed
in agriculture and allied pursuitz depend on land.  Some additional
employment among those engaged in fishing, forestry or sheep-
raising may not be undesirable,

63, It =hould bo emphaxized, however, that the increase in em-
ployment envixaged here will demand » great deal of organization,
hesides finance and suitable policies. It ix clear that small enter-
prisex, for example, which bear the brunt of the employment effort
will not expand on the seale envisaged without sustained effort,
Creation of employment opportunities ix not a matter of providing
‘jobx’ and the outcome will depend greatly on the rexponse of the
publie. Provision of employment alxo carries with it the implica-
tion that training facilitics for the type of personnel needed woulld
be provided for on the scale regnired. Again in several sectors
we have axsumed that additional output would mean a more or less
proportionate increase in employment. This envisages some control
over excessive rationalization, on concentration of units, and
on frittering away of higher demand in raising the remunera-
tion of those already in employment to the detriment of the
unemployed, The problems of unemployment, as has already been
emphasized, ean hardly bo separated from that of distribution of
income.

64, From this point of view, it may be of interest to note the fol-
lowing figures about the net output per person employed in different
reetors,  The figures must be interpreted with caution,  Thus,
figures in money terms do nat take into account differencex in cost
of living or of the non-economie disabilitics and advantages of
cerain oceupations or places.  Again, net output per employed
persons represents the carnings of labour as well as capital
and docs not take CGovernment draft into consideration. The
differences  among  scctors are partly the result of different
capital requircments per unit of output. \What is moro, the
number of persons gainfully occupied per houschold varies from
sector to sector, and tho disparities in  income per occupied
person do not  correspond  to  disparitics in incomes - per
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househioll!,  The ocenpational distribntion envisaged for 1053-58
and 1980-81 is alxo largely conjectural. Nonetheless, the table helow
illustrates an important aspeet of the Second Plan. It may be
noted that the distribution of additional output and employment
in the Second Plan ix so designed, by and large, s to raise levels
of living at lower levels,

OCCUPATIONAL PATTERN IN INDIA

net outpiL aer o
working fores it
fin neilhana)

actor

(L)) [ (B} (]

1. agricaltuse ane

pursiita (AR Y 434 482 a3l
2 wminime  amf tory

extahhinlimenrs 3.8 1.0 5.7 [ Ak
3. minnll enterprises 1.5 12.0 15.0 ol

4. communications,  rail.

nhe aned
1.3 1.6 20 2,350
A commeres and
.0 12,0 1410 [T
8, povt.  ndministration,
professions, libern) arta
aned the peat 12.3 1.0 1.3 L6l !

total 143.2 152.0 1630 642 Tl w40

Net output per ocenpied person inercases by only 4 or 5
per cent in the tertiary scetor where it is already high compared
with the national average. In the ense of agriculture and =mall
acale industries, the increase is of the order of 20 and 12 per cent
respectively.  Mining and factory extablishments also xhow an
increase in net output per employed person- ol some one

ixth,
This increaxe reflects, however, the shift in favour of lieavy induxtriez
where large amounts of eapital are associated with a comparatively
small employment of labour. Thus, by and large, the employ-
ment pattern envisaged here is in keeping with the basie objectives
of fuller employment and social justice.

for vomterce; 11 18 for transport
tion other than cul 0 it wehan arens,
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FINANCIAL RESOURCES FOR THE PLAN

) . . . »
SAVINGS AND INVESTMENTS

2, If not investment of the order of N3, 5,600 crorea is to be
realized over the next plan period, savings of the same order must
bo forthcoming. With increased incomes, tho volume of savings
i3 bound to increaze,  For initiating a process of higher investment
and higher incomes by fuller utilization of unemployed and under-
utilized resonrces, it is not necessary that savings como first and only
these aro invested later.  Credit has to be taken in advance for the
additional =aving« that are likely to arise as incomes and invest-
ment increase,  Some initial eredit creation, therefore, i3 un essential
part of a development programme.  Nonetheless, if planned invest-
ments are to bo realised without generating serious inflationary
pressures, tho initial credit ereation must be limited with reference
to what savings aro likely to be available or can be created by suit-
able policy measures.

3. Aninvestment programmo of Rs. 5,600 crores for tho Sccond
Plan cannot be carried through without a considerable increase
in the rate of savings in tho community, \ssuming that sterling
balances can bo drawn down by somo Rs. 100 or 150 crores and
foreign assistance of the order of R, 500 crores is available during
the Second Plan, domestic savings of the order of Ry, 5,000 crorex
must bo available. The Taxation Enquiry Commixsion has esti-
mated that total savings in India in 1953-54 and total net invest-
ment (at home and abroad) amounted to some seven per cent of
national income, Their concept of net investment is not strictly
comparablo to tho one used here in arriving at the net investmet
of Rs, 5,600 crores for the Second Plan. Thus, unlike tho TEC,
we have excluded non-monetized investmont. At the same time,
we have made some allowance for investment in stocks and in amll
enterprises which have, been disregarded by the TEC. Agnain
a sizeable increase in public investment is expected for the st two
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years of the First Man.  On the other hand, the TEC’s osf
of net investment abroad of Rs, 70 crores in 195!
garded as rather exceptional.  Normally, wo should expeet a doficit
in our current balance of payments (not faking credit for donitions)
with the result that the total investment in the country must he
higher tlhan domestic savings.  Taking theso considerations into
account, it is rensonablo to expect that comparuble to the figure
of Rs. 5,600 cores for the Sccond Plan, net investment in tho country
in 1955-36 would be of the order of 6.75 per cent of national income
and corresponding domestic savings of xome 6 per cont of national
income.  On this basis, the growth in investment and ravings over
the Second Plan would have to be somewhat as follows :

GROWTININ INVEXTMENT AND SAVINGS

(Ra, erones)

1953.56  1036. 160 1980.61

to
1ug0.61

(0] 2} 3) ) (&) ] () (¥)

(n) nntionalincoms 10509 11,300 11,525 12375 )3000 13500 62,200

(b) et investinent Ty st (1) 1,060 1,300 Lo 5600
(¢) domestic wavings [l (2] RO nin (R 1,370 4,050
530

() Forvign resonrees X0 130 130

4. The phasing over the five years of savings and investment
given above is intended to be illustrative. The essential point is
that in order to nchieve a total investment of Rs. 5,600 crores, tho
rate of investment must increase from 6.75 per cent of national
income in | 50 to 11 per cent of national income in 1960-61,
and domestic savings from 6 to 10 per cont over the same period.
If forcign resources are not aveilable on the ncalo envisaged,
the savings effort at home woull have to be turrmpolnlmgl)
greater,

. 3. Whether an inerease in the rato of domestic savings. from
6 per cent in the heginning of the next plan period to 10 per eent
Ly 1960-61 is likely to tako place in respunse to a voluntary increase
in savings resulting from additional incomes cannot be judged in
advance, The increase in savings envisaged here is not very lurge

3
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in relation to the rates nehieved in other countries. But, consider-
ing the current low rate of savings and the Jarge margin of unsatix-
fieel needs, it may be assumed that .ﬂn\'.ings of the order required
would not be fortheoming without xpecial aml persistent effort at
restricting consamption through fixcal nnl other devices,

6. 1nan underdeveloped cconomy., where there are idle resonrees,
increased investment need not imply a reduction in current con-
sumption. It would. however. imply ansterity
to hold down consumption, expree

that ix, preparedness
by of Inxuries, in the face of rising
incomex. A check on the consumption of non-essentinl commao-
dities. domestic ax well ns imported, is necessary in onder to release
welditional resvurees for the prodaction of essential gomls, Shortages
of exsential goods nre dealt with better in this way than by direet
limitation of consumption.  However, if resources released through
rextriction of luxury consumption are not of much use for increns-
ing the supplies of exsential goods, controls over consumption of
exsentinly would become wnavoidable, The question of controls
must, in other words, be judged in terms of the particular real re-
sources, which are in short rupply. Forcign exchange resources
have to be conserved with particular care, in that they can be
converted jnto whatever commodities become xearce within the
country. Inthe present world vituation in regard to food and cotton,
one can hope that a plan of the magnitude contemplated ean he
seen through without having to impoxe controls on necessaries like
foud and cloth.

7. Up to u paint, the emergence of some inflationary pressures
or a scllers” market is necessary, since onr objective is to push ahead
ns far as poxsible in the direction of utilizing our resourees, I
sentinlly inflationary  pressures—or  insuflicieney of  ravings—
arize as a result of inelastic kupplics of goods against which people
direet theie demand. The elasticity of supply is not vqually great
in the eaxe of all commadities,  With effort and organization. it
cun be altered favonrably at least in welected sectors. I we are to
stop at the first bottleneek in supplies for fear of a rise in prices
in that seetor, even though xupplies in other xectors are clastic to
some extent, we are likely to stop short of the full potential for
expansion of the cconomy. We have to he prepured to “tackle’
rhort supplies in some commodities,  Whether in doing ro we would
be able to prevent & general and enmulative rise in prices depends,
obviously, upon the mensure of shortage aml the organizational

eflicieney in dealing with it. In an expanding cconomy  the
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suflicieney of savings cannot bo predicted in advanee, bul sinco the
overall effort suggested is not excessivo nnd is required for making
an impact un employment, the practieal problem is uno of watching
overall economic trends and of correeting through fiscal and other
measures any shorlage in resourees In particular sectors as they arise,

8. From tho stand-point of fimling resources for the public xector,
it is necessary to conzider not only the ontlay on the Ilan but total
outlay, Expenditure outside the Plan hax an ubvivus signilicanco
to the realistic appraisal of tho financing of the I'lan.  Thoe outlay
on the Plan in the publie sector includes, first of all, all expemnditure
which results in the creation of new eapital assets (directly in the
public or indircetly in the private seetor).  In addition, it should
includo that part of the current expenditure on gpweeifie develop-
mental heads which represents an inerease over the level reached
at the end of the First Plan.  This would give a clear idea of the
lift* wearo giving 1o the developmental effort during the next plan,
This is the concept which has been kept in minel in this paper in
arriving at the plan outlay of 1ix. 4,300 crores.

0. An altermative would be to include all expenditure under
specitied developmental heads inthe Plan, leaving out unly expendi-
fure on non-developmental items like Defence and Civil Adminis-
tration. Although this would inflate the Plan Ligures, it would
facilitate & moro realistic appraisal of the Plan and its financing
by ruling out the pussibility of shifting of expenditure, as from’ one-
sub-category to the other within the broad category of develop-
mental heads. It would also enable a quicker review of the progress
under the Plan from the budget itself.  On the other hand, by con-
fining the geope of the Ilan to the schemes deemed more essential
to further effort, we are better ablo to serutinize them.  The best
courso under the circumstanees would, therefore, bo to high-light
both the total expenditure under xpecified developmental heads and
tho outlay on tho Plan. As a rough approximation, the budgetary
position of the Centre and the States combined may be outlined
a3 in the tablo on pago 13s.

10. The estimated outlay of tho Centro and the State Govern-
menty combined for 1055-58 is based on the budget proposals for the
year, as far as possible, and on the revised budyget figures for 1954-55,
Howover, in view of the diflicultics in combining tho figures for the
Centre and the States and in apportioning the development outlay,
within the Plan and outside the Plan, the estimates must be taken
only as roughly indicative of tho magnitudes involved.

18
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TOTAL GOVERNMENT EXPENDITURE

(R4, Crones —cdtimates)

second plun
1835356 Jusn.6l  1958-37 to 1960.61

(U} =) @) (O]

1. outside the plan

() non-developanental 3m
(1) develapmental Hoa
sub-tutal N Tm AT

2. on the plan Hoey FEIC
total AN

11 Itisassumed that publicoutlay on the Plan will inerease from
8, GO0 crores or so in 1033-38 to I3, 1,100 crores in 1060-61, i.e.
Ly about 8075, in order to make up a total of Rs, 4,300 crores over
the plan period.  Lxpenditure outside the Planis assumed to increase
by 159, over tho five years or by Rs. 25 crores every year. ‘The
totaloutlay on developniental heads is envisaged to be of the order of
1ls, 5,400 crores—Is. 4,300 crores in the Plan, and Its. 1,100 crores
outsido the Plan,

12, Tho question is how a total Government outlay of Rs, 8,500
crores (33, 4,500 crores outsido the I'lan and s, 4,300 crores on
tho Plan) is to bo financed.  Assuming that the Government takes
some 8.5 per cent of national incomo in taxes and in non-tax rove-
nuo ax has been the case on an average over tho past four or fivo
years (79, in taxes and about 1.5 per cent in non-tax revenue)
tho total revenuo receipls would amount to above R3.5,200 crores.
Borrowing from the public may possibly yield (net) another Re.1,000
crores (about Rs. 600 crores from loans and I3, 400 crores from small
savings). Contribution from railways may be put at Rs. 200 crores
over five years, The budgetary position of tho Government over
tho Second Plan might, therefore, look somewhat as follows :

erpenditure (R4, erons) receipte (Ra. crorva) defirit (R, eronea)
on revenuo account 5,200
on the plan 4,300 from railways 2

outsidy the plan 4, lonns from the people 1,000

8,800 6,400 2,400
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13.  Aa ngainst tho gap or deficit of Rs, 2,400 crores, wo may
tako credit for xomo Ra. 400 crores of forcign assistance,®  Over
tho First Plan, foreign nasistance utilized in tho public sector is likely
to ho of tho order of Ra. 250 crores, Thus wo are assnming a 60
per cent increaso in the amount of external assistance utilized by
tho publio ector.

14, Tho remaining gap of Ry. 2,000 crores cannot be filled up
by deficit financing or creation of money.  As a first approximation,
wo may assume that such moncy creation can bo resorted to the
extent of Rs, 1,000 to N3, 1,200 crores by the Government. Allow-
anco must also bo mado for ereldit creation by banks for tho needs
of the private scctor, say N3, 400 crores or so, bringing total credit
creation to Ra, 1,400 to Rs. 1,600 crores. A part of this credit
would be withdrawn from the system as we uxe up our accumulated
sterling balances,  Wo mado an allowance earlier for a decline in
our foreign exchango reservea by somo 113, 150 crores,  Fven then,
total monoy supply in tho cconomy might increaso by someo
Rs, 1,300 crores during thoe Sccond Plan.  Wo havo argued earlier
that credit creation iy essential to development and that some prico
rises may well occur in an cconomy trying to reach to the full limit
of its resources.  In Indin, a larger monoy supply will bo needed
as tho monelized scctor oxpands relatively to the non-monctized
seetor. Kven thon, with a 25 to 27 per cent increnso in nationnl
incomo, an increaso in monoy supply by somo Ra. 1,300 crores on
a base of somo Ra. 2,000 crores must bo regarded as short of
the outside limit.

15. 1If, then, for the reasons just stated deficit financing by the
Government must bo restricted to somo Rs. 1,000 to s, 1,200 crores,
it would bo necessary to raiso at lenst Ra. 800 crores by increased
taxation, or by compulsory borrowings, or through inereased profit
of Government enterprises. In fact, a combination of all these
will bo called for. If additional Government profits aro to bo raised,
it might bo necessary for the Stato to enter into the field of trading
or production of consumer goods. 7Tho scopo for such oxpansion
of Stato nctivity into profit-making ventures will have to bo carcfully
examined, Alternatively, taxation in tho country will have to be
raised from some 7 per cont of national income o 9 or 10 per cent of
national incomo by 1960-61. An increaso in taxation from 7 to

Vil for the

—_— ,
® Tn addition, foroign waidtancs of R4, 100 crunes i
esclar,
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9 or even 10 per cont of national incomo eannot bo regarded as oxces-
sivo if our aim i3 to have a bolder plan Which requires an incroaso
in tho ravings of the community from 6 to 10 per cent of national
‘income.  But it should be horne in mind that some tax adjustments
will be necessary even to maintain the existing level of tax reecipts
at 7 per eent of national income.

16, The foregoing discussion of tho resources for tho public
gector has been in terms of the receipts and expenditures of tho Centro
and tho Statea combined. A survey of the financial position of
individual States during tho Second Plan will have to he prepared
separately.

RESOURCES FOR TUE PRIVATE SEcTOR

17, Of the total investment of Rx, 2,200 crores in the private
sector, Ra. 1,100 crores is envisaged in construction; Ra, 500 crores
in industry, mining and transport; Rx, 200 crores in agriculture;
and Rs. 400 erorex in working capital in trado and industry and
in residual items,

18. ‘The Taxation Fnquiry Commission has estimated that net
investment in organized enterprises (public limited and private
limited companics) and in private transport amounted to Rs, 75
crores in 1953-54.  Corregpondingly, corporate savings and new
subseription to capital of companies together have also been put at
Rs. 73 crores for that year. This investment is roughly comparablo
to the provision made hero for an investment of 133, 500 crores in
industries, mining and transport in tho private sector for the next
plan period: An increase in tho rate of such investment from
Rs. 75 crores in 1933-34 to an average of Rs, 100 crores over the
next plan may bo regarded as feasiblo, particularly in view of tho
larger profits that aro likely to arise in organized industries if un-
utilized capacity is put to full use. 'Tho moro important problem
would Do to ensure a proper allocation of the investment in tho
private organized scctor of industries. Apart from capital ixsues
control and export and import controls, a differential tax policy
might bo needed in this context.  \Whero necessary, arrangements
may be mado for loans or planned increnses in prices for realizing
important investments in this sector.

19, Tho requirements of working capital for industry and trada
can bo met without much difliculty through bank accommodation.
Wo have made allowanco for an inercaso of somo s, 400 crores
in bank credit carlier in arriving at total credit creation in the cco-
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nomy. Indeed, with deficit financing of Ra, 1,000 to Rx. 1,200
crores in the public kector, the prublem may well be one of preventing
exeessive bank accommodation,

20, Of the net investment in the private sector of 1ta, 2,200
crores, about one-half is envisaged to be in construction. This
impliea private construction activity of tho order of Rs. 220 crorea
per year on an average in the next plan period,  Private monetized
construction at present may be estimated at about 13, 150 to 160
crorea per year. The rource of savings for construction activity
cannot be indicated. Nor ean it Lo asserted that the inercase in
construction ‘activity envisaged would, in fact, bo realized, If
aggregato savings are inadequate, thero is no knowing where this
ghorlage woukl impinge, As long as investment in the higher
priority part of the private rector iz asured, any shortfall in the
availability of rezourcea for other purposes woukl not greriously
retard the tempo of development,

BALANCE oF PAYMEXTS

21, A cloze analysis of the halanco of payments pasition for the
Second Plan period has yet to bo made. Conxidering the type
and structure of our exports, it ia doubtful if a largo increase in carn-
ings ean bo secured, at feast in the carlicr years of the Plan. In
the targeta indicated carlier, provision has been made for larger
exporta of cotton textile, lea, mica, manganeso and somo of the newer
producta like sewing machines, clectrical goods, ete. lowever,
in view of the incrensing competition in somo oxport itema, it might
bo safe not to assumo any significant inereaxo in export carnings.
The halance would turn mainly on imports.

22, Of the-total investment of Rs. 5,600 crores, abont s,
2,600 crores will bo of a kind that makes little demand on forcign
exchange. For the reat, that is, about Rs, 3,000 crores of invest-
ment in irrigation and power, communications, industries, railways,
ete,, if wo ansume the imported component at 33 to 40 per cont
(s a very rough average), the import requiroments wounld work out
at between Ra. 1,000 and Ra. 1,200 crores, To this wo may adil
Rs. 400 crores or 80 as imports needed for replacement.

23.  Total imports of capital gootls over the Second Plan period
nay thus amount to Rs. 1,400 {o 1,600 crores, At present, these
imports aro of thoe order of Ra. 100 crores a year.  Sinco the overall
external account i3 moro or leas in balaneo, it mny he axsumed that
wo could financo R, 600 crores worth of machinery and equipment
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imports from current carnings, Tho problem, then, would bo
to find forcign exchango resources of the order of Rs. 1,000 crorcs.
Allowing for a saving of foreign exchango of somo Rs. 200 crores
on petrol, raw colton, sugar and similar items whero domestic
production i expected Lo increase, thero would still bo a problem
of finding Rs. 800 crores of forcign exchango. Tho forcign oxchange
assets held by tho Reservo Bunk can perhaps bo deawn down by
Rs. 100 to 150 crores during the next plan period (i.e., fram the
present level of Re, 730 crores to 330 or 600 crores, after making
an allowanco for a decline of s, 30 crores or so in tho last year of
the First Plan). ‘This leaves a balance of Ra. 650-700 crores. I
Ra. 500 crores of this could bo met by way of external axsistanee,
there will wtill bo need for cconomixing on importy and for proma-
tion of exports, Nince the reducible element in onr imporis is
simall, there is a correxpondingly greater necd for increasing exports,
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THE SECOND FIVE YEAR PLAN

A MEMORANDUM DIREFARED BY THE PANEL oF McoNomisrs,®
,
Praxsiya Commissiox

Coiering letter duted New Delhi, 10 April, 1955 from Professor Do R. Ga-lgil,
Vice.chairman of the Pancl of Liconomisis, submitting the Mesmorandum
to Shri €. D, Deshmukh, Chairman of the Pancl,

In submitting the accompanying Memorandum, we would like
{0 point out that the tima at our dixposal did net permit us to make
an exhaustive study of the numerous papers pliced befure us both
by our colleagues and by others nor to have a full and thorough
diseussion of the numerous issues involved,  Wo regard this Memo-
randum as an interim document, pending fuller study on several
points wo have only briefly tonched upon.  We hopo that weshall
have oceaxion later to go into greater detail un xomo of the items
inchided in this Memorandum.  In the meanwhile, we have given
our best possible consideration to the various questions connected
with the Plan-Frame that we could within tho time at our disposal,
und the Memorandum that accompanies this letter represents the
broad consensus of opinion reached ut our meetings.  Ono of our
colleagues, rof. B. 1. Shenoy, has differences of opinion” on some
points and pl’Ol)US(‘ll to submit a separate note as soon ny possible,
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BASIC CONSIDERATIONS RELATING
TO THE PLAN-FRAME

The LPanel of Feonomists had its thivd sexsion on the Sth, ath il
10th April to consider the main issues relating to the |vr£»pumliuu
of o plan-frame. ‘The ixsnes grouped themselves under three browl
hends :—

(i) size of the Necond Five Year Plan;

(ii) structuro and content of the Plan;

(iii) policy and institntiomal implications of the plan-frame
lnl’ullu.ﬂ'(l.

These questiona weee considlered by the Panel in the light of a large
number of papers —about forly—received from its members and,
also in the light of the papers prepared by the cconomista aml
statistivians:in Government and the Reserve Bank and at the
Indian Statistical Institute,  “Fhis memorandnm sets ont the wain
conctusions reached by the Panel on th

issues,

I. Size or T Prax

2. The Panel sabseribes to the view that a bolder plan for the
secoml five-year period i3 both necessaary for dealing with the largo
problems of poverty and unemployment and under-cmployment
and feasible in view of the momentum gained during the First Five
Year Plan, The Sccond Five Year Plan must not only provide
for n more rapid increaso in aggregate national ineome; it must mako
an advance towards the declared goal of a socialistic pattern of so-
ciety, It Qs important, in other words, to secure simmltancous und
Lalaneed progeess in tho direction of raixing living standards,
increasing employment opportunities and reducing cconomic and
sovial inequalities.  Tho problem, therefore, is not merely one of
slepping up tho rute of investment in the ceonomy—though that
is necessary aned important; but of xecuring an optimum increase
of production and employment together with a wider measuro
of social justice. A bolder plan is, obviously, not merely a bigger
plan; it must be one which is motivated by a bolder ccunumic amnd
sociul philosophy. Necessarily, it calls for a much greater offort
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and contribution by all classes of the community aml presents a
much greater challengo of organization and administrative nehicve-
ment,  The Panel also wishes to emphasize the fact that clear deci-
sions on the policy and institutional implications of a bolder plan
are es<ential at the very ontset if the xeveral objectives and targets
are to bo realized.

3. The question of the zize of the Plan may bo considered with
reference to the order of inereaso in national incomo (or production)
on the average which zhould be aimed at during the Recond Plan
period, the employment objectives which shonll be borne in view
and the resonrees which could be available for tho financing of the
Plan,

4. We consider that the Sccond Five Year Plan should nimn at
seenring an increase in national incomeo of about 25 per cent in the
course of five years. Il allowance is madv fur favourable monsoona
the increaso in national income during the period of the First Plin
is likely, on tho hasis of figures upto 1953-534, to bo of the onler of
12 to 13 per cent.  The rate of inerease proposed to he aimed at
in tho Second Plan perivd i thus roughly doublo of that attained
during the First Plan,  We have observed the rates of increaso in
the natinnal income of other countries over different periods and
consider that, given a determined bid to pnt forth a maximum
measure of effort, this rate of increase can be attained. It is clear
that if such a big advance in the rate of increase of national income
is to be achieved, a considerable stepping up of the tempo of deve-
lopment is indispensable.  That tho higher average rate proposcd
for the Second Plan is, however, not unattainablo is indicated by the
monnting scalo of the development effort from year to year, as judzed
by tho rato of investment, during the First Ilan period.

5. The rate of increase, in national incomo aimed at iz partly
et by tho employment objectives.  Tho Planning Commission has
indicated to the Panel that the Plan must provide for a ereation of
new opportunitics for gainful employment for at least tho adiitions
that will tako place to the labour force in the five-year period na
a result of the increaso in population.  Tho minimum new cmploy-
ment target must, therefore, bo the absorption of 9 to 10 anillion
workers.  Considering that, in addition, somo nt least of the exist-
ing under-employed have to bu given fuller employment, tho
omploymcr_\t target of the I'lan has, in fact, to be higher.

6. Wo may, in this connection, stress a few aalient poinly regard-
ing tho present occupational structure. Agriculture and cottazo

10
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industries together accomnt for nbout 75 per eent of the working
forco and carry a large amount of excess manpower.  There i,
therefore, little hope of any substantial abzorption of the new in.
crease in the labour foree in these lines. New opportunities of the
order of 10 or 12 million jobs hava thos to be ereateil on a base of
some 30-40 million of the existing labour foree employed in the secon-
dary and tertiary sectors. The Plan has to provide for substantial
investment in heavy industry, but such investment is by nature
capital-intensive; it cannot abzorb Lirge numbers of workers, It
i1 not possible in the short peviod to bring into being n new employ-
ment structure which wounld afford stable job opportunities on an
rv at thiz stage, therefore, to inerease

adequate seale, It i3 neces
the opportunitics for revolving employment in construction und
public work« activity and =o to plan this activity that it Jeaves
behind, thronzly additions to the socicty’™s productive equipment,
a significant amonnt of permanent employment.  Rimultancously,
through programmes aimed at maintaining and inereasing the
demaned for simpler types of abour-intensive industries, the seope
for durable employment in tho ficld of industrinl production may ulso
he expanded.

7. For raizing national income by some 25 pereent over the five-
year period, investinent in the cconomy will have to be steppued
up from the present level of ubout 7 per cent of national income ta
ahout 11 per cent by the end of the next plan period.  Thix ix not
too high a target, It it is fairly ambitious. [t implies, onan averag
a 50 per cent stepping up of the rato of investment and henee of
savings (except to the relautively small extent to which resources
from abroad can be obtained to supplement domestic savings).
In terma of the total volume of investment the next Plan would
have to provide for about donble the investment in the First Plan,
We chould like 1o stresa that the effort involved in thix increase
is considerable, and will strain the ceonomy a very great deal.

% We have reviewed broally in this context the papers pliced
before us by the aflicial economists on estimates of financial resources
for the Second Plan.  The papers bring out clearly the fact that
considerablo frexh taxation will be neee ssary even for ensuring that
tax revenuce taintaing its present share of nbout 7 per cent of national
income.  Given the urder of the proposed Plan, however, we think
that something like 9 per cent of national income will have to be
“!i“""l'd into the national fisc in the form of total taxation, if deficit
financing is to be kept within safe limits. We consider that the
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estimates of the likely reccipts from poblic borrowings and amall
mavingsaro capablo of being realized, with the necessary drive.,

9. Wo wixh to stress in this connection the need for full and speedy
implementation of the recommendations of the ‘Tuxation Engniry
Commission for mobilizing tho resources needed for development,
Our present tax structure is not such as to ensaro even a proportion-
ate inereaso in tax reeeipts as pational income goes up, What
i needed, however, is more than this—an inereaze in the propor-
tion of national income that becomes available ta the public xector.
The measures recommended by the Taxation Enguiry Commission
for a widening and deepening of the tax structuro have, therefore,
to be implemented  expeditiously, and tax  administration has
to be strengthiened to enable it to copo with tho additional work
and eftectively to minimize evasion.  We note, however, that the

Taxation Enquiry Commixion in framing its recommendations,
proceedell on the assumption of a total size of the next Plan for the
publie seetor (viz. Rs. 3,500 crores) which was signiticantly smaller
than iy now proposed (viz. Rx. 4,300 crores) on a fuller consideration
of the objectives of increaxing production amd employment,  Fyen
if the scope for deficit financing is now assessed xomewhat less e

v, the higher order of the propozed Pl compared 1o what
the Taxation Fnquiry Commission assnmed indicatex the large
measre of fiseal effort that would be required beyond tho recommen-
dations of the Taxation Enquiry Commission, if siznificant infla-
tionary clfeets are to be avoiled,  An urgent summary review of
the meaxurex necessary (o step up the tax effort is, therefore, neces-
sary.  When the plan-frame ix adopted and a clearer picture ix
available of the extent and composition of the increazes in national
income that are likely to take place, the tax measures that would
be appropriate to the increaso in poduction conld be worked out
more precisely.  An analysis of the investment stractore of the
tentative plan-frame to which we refer in more detail in the neat
seetion of this memorandum, indieates that much of the Targest part
1 production would vecur in producers’ goods
neither of which wonkl sizni-

rousl

of inerense inindust
and small-seale coltage industries
ficuntly expanil the base of existing
period of the Secontdt Plan. Owing to the employment biag of the
other components of the Plan, too, tho largest short term increase
in incomes would bo in the form of wages of workers on constrac-
tion and public works, including irrigation projects, or of agricultural
producers,  This emphasizes the great diflienlty of incrensing tax

direet or indireet taxes in the
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proceeds unless a fundamental revision in zome current concepts
that underlio tho tax aystem is accepted.  One of theso concepts
relates to tho exemption of esxcntials from tho acope of an impor-
sant part of commoddity taxation. When so largo & measure of
effort is necessary to increase tho proportion of tax revenues to
national income, which has remained so obstinately statie, one cannot
escapo the logic of the fact that the maxs of consumption is by
tho mass of the people. Unless this Lears a xomewhat higher
burden of taxation, no perceptible ehange in tho stubborn ratio
of public revenues to national income ean be achieved, Wo wish
to endorse, in particular, tho recommendation of the Taxation
Enquiry Commixsion to the effeet that Article 236(3) of the Consti-
tution may bo amended to removo the present exemption of artieles
“essentinl to tho life of the community™ from the scope of State
sales taxation, Simultanconsly, measures to secure a practieal
ceiling on incomes through a steepening of taxes on income and
wealth, including estate dutivs, become an imperative necessity.
A revision of the price policy of important public enterprises witls
a view to obtaining a larger zurpluy as a contribution to the resonrces
for cconomic development is similarly required,  DBesides, the
general increaso in rates of dircet and indirect taxation that will
be involved in tho considerable stepping up of tax effort will be
part of the challenge to administrative efliciency that the big deve-
lopment effort for putting through the next Ilan entails.

10. The extent to which reconurse may he had to deficit financing
will determino the magnitude of the cfforta through alternative
means of mobilizing resources for tho financing of the Plan. In an
economy in which planned development is Leing undertaken a part of
the expenditure in planned development is being currently or within
a short time reflected in inercase in current production. ‘Thero ix,
therefore, an increient in total production against which it is pos-
siblo to increaso money supply within tho community., No closs
and invariable relation as to the desirable mensuro of increaso in
money supply with increase in production can, however, be postu-
lated, especially in an cconomy which is neither fully integrated
nor fully manctized as the Indian,  Iven so it is reasonablo to state
that with a constantly increazing level of national incomo an
addition to monoy supply may not only not have inflationary
conscquences, but mmy  be requirad to prevent a  declino
in prices which may lead to distress and distortions in  the
economy.
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11.  Deficit financing is thus not necessarily nlways dangerous;

it is tho timing and magnitudo of it that ix of crucial importance,
Defieit financing undertaken while the economy is already under
inflationary pressure, or in such volwme as will rapidly genernio
inflationnry effects, has to be aveided. Tt appears to us that at
present there is no general inflationary pressuro in tho cconomy.
Wo do not, therefore, sco nny danger in undertaking deficit inancing
in a limited measure at the beginning of the Xecond Five Year Plan
period.  For a year or two, deficit financing at a rato of Rs. 200
crores or so iz safo—and even necessary.  But, continuous deficit
financing on this seale for a number of years is certain to generate
inflationary pressures. A Lolder plan with an emphasiz on employ-
ment and heavy industry hag inevitably a lurgo inflation potential,
Wo should Jike at this stago to caution against any tendency to
unduo optimism as regards the extent to which tho uro of deficit
financing may avoid the awkward necessity of a deliberato endea-
vour to mobilize rexources, a3 a result of the apparently large budge-
tary deficits of recent years not having produced adverse conse-
quenees, Firstly, the deficits have not been as large as originally
envisaged in budget proposals.  Secondly, there has been an un-
expeeted—if not entirely adventitious—increazo in  food-graing
production. It iy impossiblo to foreenst the total national and intec-
national cconomic situation at this stage. We cannot, therefore,
=ay with certainty that the situation will remain equally favourable
throughout the Plan period.  The undertaking of deficit finnucing
may itsell change the situation unless counteracted by a rapid paco
of development or Ly international conditions.  We feel it neees-
sary to suggest, therefore, that tho strictest watch bo kept on the
situation.  Any indication that inflationary pressures aro develop-
ing must bo met by timely nnd suitablo action to keep it under check.
We do not auggest that tho Plan should be changed immediately be-
cause some inflationary signs aroobserved. The immediate step would
be to take appropriate action to keep inflation in eheck and have
claborate plans ready for the event of a furthier inereaso in inflationary
pressure.  Theso plans may involve imposition of finaneial und
physical controls, and if thero is no readiness to fuco this possibility,
deficit financing would not ho safe. 1t would be eynally neecssary ut
the same timo to re-examine the financial plan to sco whether it is
not possiblo to inerease theresources availablototiovernment in other
directions.  On the whole, we do not recommend deficit finaneing
of alarger extent than that indicated by thefigureof Rs. 1000 crores
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for five years and are of opininn that the situation in thix regand
should be kept under wateh and shonld in any ease bo re-examined
at the end of the gccond year or at the midpoint of the Plan period,

12, The pattern of investments in tho Sceond Plan indicates
that a very considerable inerease in imports of eapital equipment
and machinery will I necessaey,  Thix will undoubtedly entail
a heavy strain on the balance of payments,  Such extimates ax are
available of the forcign exchange tinancing of tho Plan indieate
that forcign assistance to the tune of over Rls, 600 crores will Le
required for the Ilan period, if a draft on foreign reserves is to be
avoided. In our opinion, foreign veserves should he kept for un-
forescen emergencies or ax a afeguard against misearringe of cal-
culations and not committed ta any signifieant extent in respect
of planned expunditure,

1. STRUeTURE AND CONTENT

13, We have considered the size of the Plan in tho previous
section and indicated the measire of the effort for mobilizing the
rexources required for the purpose.  IUis now necessary to examine
the Plan from the point of view of its structure, the pattern of invest -
ment it contemplates, the effect it will hnvo on employment, and the
kind of relationship that it postulates between different sectors
of the economy for the purposo of securing internal consistency.

14.  Broadly speaking, it is the intention of the I'lan to maximize
employment and eapital formation, and increase consumption,
consistently with the magnitudo of tho suggested overall inereaso
in national income by 23 per cent over the five year period.  Ob-
viously, we want to make the greatest possiblo impression on unem-
ployment and under-employment in the country, but the employ-
ment provided must bo such as not only to lead to an increase in
national income by 25 per cent, but alzo to see that the increaso is
distributed in such directions as to lead to tho desired quantum of
increaso in both eapital goods and in consumption goods.  Without
the former, there can be no real inerease in productivity or in the
capacity for further and accelerated growth in the economy; with-
out the latter, there will be no immediate change in the level of living,
no incentive or enthusiasm for popular effort, and every danger of
the emergence of intlation and & consequent breakdown of the pro-
gramme for development,  Wo must, therefore, make an appropriate
division between raving and consumption from the additional in-
comes generated by the Plan, Having done this we have to eco
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that the investaent outlay not only lends to the desired increaso
in consumption goods and rervices, but also to xuch increases in
capital goods and zervices as will not only be consistent with the
needs of consumption goods industriea but also lead to an increaso
in productivity, facilitnte tho growth of capital equipment from
domestic resonrces, and make for an accelerated growth in tho out-
put of consumption goods in subsequent Plan periods.

15. Let us first take np the question of investment. - The ten.
tative Plan-frame contemplates an investment outlay of R, 5,600
crores during the five year period together with current expendi-
ture by Government of 123, 900 crores on development services, the
fatter figure heing exclusive of the level of development expendi-
ture expected to be reached at the end of the First Plan period. The
broad pattern of the proposed investment outlay of Re, 5,600 croves
is visualized as under :—

ALLOCATION OF NET INVENTMENT IN THE ECONOMY

' per
s cettoge
mector erorne of total
o) . ) 3)
1. pltuns wml enianity  developanent
iesigation and floed (control) .. 1.1
2. power .. . . . S Ry
3. truasport and compnications .. . . aon 1.4
4. industrios and wining (inclnhing anallwale) .l 250
B condruction (howse, shipx, schools, bospitalu, wte.) .. 13530
© 6. wtewkeoand miseellancous . .. . L

16. \Wo arc generally in agreement with tho investmont pattern
outlined in the preceding table.  \We aro obviously not in a position
to comment onthe technical aceuracy of the actual figures given under
cach head of investment; in fact, this cannot bo determined execpt
through a process of detailed examination at the technical lovel
of the individual projects included in tho investment outlay and wo
presume this will bo done by the Planning Commission during
the coming months.  But tho greater weight that the investment
pattern assigns to industry and mining has our full approval.
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17, In saying this, however, we do not want to underestimato
tho importance of agrienlture in our economy, Agriculture will
for long remain the most impurtant cconumio act ivity of our peoplo;
and without an adequato supply of food and raw mate ls, thero
can be no economio development,  Iut there is no denying tho fact
that tho First Plan has laid a solid basxo for the development of
agriculture, and while a part of tho large increase that has taken
placo in agricultural production is due to favourable weather, n
part is certainly due to tho creation of betier facilities for inereay-
ing production. The Second Plan continnes the process and is
designed further to atrengthen thoe agricultural baze of the economy.
But the very develupment of agriculture beyond a certain stage re-
quires the development of non-agricultural activities, specinlly of
industry, not only for providing marketa for the inereazed agri-
cultural produce but also for providing the supplies of indusirial
consumer goods which alone enn provide the incentive for increased
agricultural production.  Morcover, the expansion of agrienlture
needs moro equipment and industrial goods like fertilisers, for which
larger investnients are required in the industrial sector.  We would
therefore emphagize that the greater importance proposed to be
attached to industry in tho Second Plan is not in oppozition to
ngriculture but is only a complement tathe same designed not only
to bring about a balanced growth of the economy but nlso to faci-
litate the expans=ion of agriculturo and, even more important, to
reduce the surplis population on land and raizo tho level of living
of thoso left in agriculture. The ctonomy nceds both an agricul-
tural Lazo and an industrial base; theso are not in conflict but are
really complementary, and, beyond a certain initial stago of deve-
lopment, the growth of one conditions and facilitates tho growth
of the other. Henco the greater priority assigned to agriculture
in tho First I'lan and that proposed 1o bo assigned to industry in
the Sccond Plan.  All the same, we would underline tho importance
of maintaining and expanding agricultural production in the Sccond
Plan periol.  There ghould bo no feeling of complaceney on the
agricultural frunt beeauso of the currently easy position in regard
to foodgrains, Every effort must be made to step up the pro-
ductiun of foodgraing and raw materials, and a suitablo proportion
of the investment contemplated in the Sceond Ilan, especially
in the field of hicavy industry, must bo linked with this objective;
and there should also be built up during the period suflicient reserves
of foodgrains and essential raw materials that will give stability to
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the cconomy and prevont sudden falls in the paco of its general
economio development.

18, Wo note that tho tentative Plan-frame gives high priority®
to what aro known as heavy industries and that consumer goods
do not figure prominently in the investment pattern, The ex-
planation for this lies predominantly in tho fact that a high capital-
output ratio is assumed in tho caso of both factory consumer goods
and consumer goods cmerging from tho small scale and villago
industries sector. In tho caso of factory consumer goods, tho full
utilization of excess eapacity is expected to lead to a conxiderablo
increaso in the volume of output without any significant incrense
in tho volume of fixed eapital; in tho caso of non-factory consumer
goods, lnbour is more important than capital equipment and the
capital-ouput ratio is expected to be nuch moro favourablo than in
tho case of the organized indlustrial sector. It may bo added that
tho investment in consumption goods industrics, Loth factory and
non-factory, though small in amount as compared with that in the
so-cnlled heavy industries, is nevertheless designed to bring about
an increase in output of about 23% (209, in factory consumption
goods and 33% in non-factory conzumption goods) during the Ilan
period. A great deal of special effort will bo required to nchieve
this objective, especially in the field of organization; and this is not
going to be easy. \Wo rhall revert to thix subject hefore tho end of
this gection.

19. The important place assigned to power, tranaport, and com-
munications is also a part of tho same scheme for bringing about
not only a balanced dovelopment of the economy but also to endow
it with the capacity for sclf-propelling and accelerated growth.
Economic overheads involve heavy investment; but thoy yield rich
dividends in tho form of making possible an all-round expansion
of the economy; and there can bo no denying the need for pssign-
ing an important place to theso heads in tho investment programme
contemplated for the Sccond Plan,

20. The Plan also assigns a great deal of weight to construetion
tho bulk of which is really of tho nature of investment in fixed
capital for cconomic and socinl overheads and which must bo
taken in conjunction with the contemplated inercaso in the annual
expenditure on social and allied developmental services of about
Rs, 100 crores in tho Second Plan period as comparod with the lovel
expected to bo reached in tho last year of tho Iirst Man period.
Social overheads have a dual purposo; on the one hand, they ropresent

20
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investment in human capital and promote an increase in producti-
vity; on the other hand, they represent an end-product in them-
selves and bring about & direct addition to consumption scrviees
and thereby promote a rise in the level of living, which is ufter
all the final objective of planning.  MHenee it is that there in always
n special pressure exerted for stepping up the level of expenditure
on gocial overhicads in terms of both investment outlay amd current
expenditure,  There is also the further complication in the case
of our country that the basic levels of remuncration of many of
those engaged in the supply of rocial overhiead services are below
reasonable standards and there is therefore strong pressure for using
availablo funds for raising theso levels rather than using them for
expanding the supplics of these services.  There is no simple answer
to the questions raised by this problem,  All that we can say is that
a certain minimum level of expenditure on socinl overheads s an
exsentinl condition for economie development; while further expan-.
xion of this expenditure ix a concomitant of the growth of thix deve-
lopment.  We may exprexs tho same thing in u different way by
saying that both investment and expenditure on xocial xervicex
must become increasingly important with every successive Plan
perivd. - For the purpozes of the Second Plan period, we are xatis-.
fied that the level assigned to this eategory in the investment pro-
grammo is a8 far as wo can go, taking into account the rexourcen avail-

able and the need for building up our economic overheads, though
we cannot certainly express ourselves aa xatisfied with the pusition
in ahsolute terms,  That is really no moro than raying that the eco-
nomic devclopment contemplated in the Second Plan period is no
moro than a xecond stago in a long journey the end of which will
bo reached only after many moro Plan periods.  There is no point
in acting as if we have reached the goal before we have gone even
half-way towards it.

21, Tt will be noticed thut the pattern of investment vutlay et
out in this section assigns an important place to stocks. Wo have
already explained the importance of holding enough stocks of foorl-
grains and essential raw materials in order to facilitate the smooth
functioning of the development programme and provide some
insurance against the risks due to possibloe failures of tho monsoon
or other interruptions in supplies. We would only urgo in this
context the importance of undertaking and completing as quickly
as possible the schemo for licensed warcehouses recommended by the
Rural Credit Survey Committeo.
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22, In considering tho structuroe of tho Sccond Plan, it is even
moro important to consider its employment aspect. It needs no
saying that our major problemis ono of unemployment and under-
employment. In the urban areas, besides the wseveral Inkhs of
persona sccking employment through tho employment exchanges,
there are others who havo not registered themselves; and in addition
there i a considerablo volumo of under-employment amd disguised
unemployment prevalent among thoko who are rhown ay occupied
in amall industrics, trade, and misccllancous services, In tho rural
arcas, the findings of the Agricultural Labour Enquiry reveal the
presence of & considerable measure of both unemployment and
under-employment among agricultural labourers; the samo is also
true of rural artisans and workers engaged in miscellaneous services,
Thero is alo the nndoubted presence of nnder-employment and
disguised unemploymont revealed by the vast numbers of the xo-
called earning dependants whe, by definition, do not carn enough
even to sustain their own maintenance.  Then there aro tho eulti-
vators of small and uncconomic hollings among whom there is
great deal of disguized unemployment.  Among the estimates that
havoe been placed beforo us, the lowest shows that leaving out the
problem of disguised unemployment and under-cmployment anong
the cultivators, about 34 lakhs of peaple are wholly unemployed
and thero i a volume of under-employment. equivalent to 49 lakhs
of man-ycars, tho major portion of the incidence of both being
found in the rural areas.  Tn addition to all this, thero is the problom
of employment created by thoe annual additions to tho labour forco
estimated at abont 1.8 million resulting from the normal growth
of the population. The problem is indeed of enormous dimensions;
and it would ho too much to expect that it can all bo solved within
the Second Plan period.  All the same, an attempt has to bo made;
and it hns to bo as big as our resources can permit.  Tho tentative
Plan-franio visualizes that about 10 to 12 million peoplo will find
employment during the Plan period, the investment pattern heing
apecially designed to makoe this possible. It must Lo pointed out that
the figure mentioned abovo docs not refer to jobs as such in tho senso
of work on wages or salaries; & part will undoubtedly be jobs of this
type; but a part will Lo in the form of employment opportunitics
that will enabloso many moresclf-cmploying workers to obtain their
livelihood. Even asitis, tho number of self employing workers is
much larger than that of hired workers; and tho position is not
Jikely to nndergo a material chango during tho Second Plan poriod.
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23, Itisexpected that a large number of workers will bo employed
in conatmction, which inchinles eonstructional activity of various
kinds, including those required for both economie and social over-
heads, ‘Thero is also some Jikelihood of increase in the number of
workers in mining and in the organized as well as the hand seetor
of industry, Employment opportunitics, particularly for self-
employed workers, aro expected to grow in the sectors of trade and
miscellancous services largely as a result of the increase in economie
activity resulting from tho Plan, while paid employment for hired
workers will increase largely in the sphere of public administration
and socinl services.  Incidentally, this is also expected to climinate
tho growing unemployment among the educated classes in the
country,

24. Tho pattern of employment vpportunities visualized above
reots 10 a largo extent on the ability of the system to organize the
labour force in the country, whilo the achicvement of the targets
sct forth in regand to industrial consumption gowls rests upon
the ability to organise the sector of emall industries and hand trades
in the country. Both theso involve large problems of organiza-
tion and unless theso are successfully tacklal, it would bo diflicult
to implement thoe Plan either in respect of it employment or ity
investment  programme.  Too much emphasis cannot therefore
bo laid on the task of reorganization, which is practically tho king-
pin of tho success of tho Flan; and much more attention needs to
bo paid to this aspect of planning than has been dono go far.

25, Tho other important problem is ono of organizing tho
supply of labour for whom jobs aro to be found in the Sceond Plan
period.  Theorctically, the existence of a largo volume of unemploy-
ment and the substantial additions that are made to the lahour
forco every year by the growth of population xhould perhaps mako
such organization unnecessary, 1In aclual fact, however, labour
in India has a great deal of lack of mobility as between rural and
urban arcas, and as between different States. It also suffers a great
deal from lack of training either in skilly or even in disciplined or
regular hours of work. Thero is also the further fact, so glaringly
revealed by the findings of the Agricultural LabourEnquiry and the
National Samplo Survey rounds, that large scctions of the warking
force in rural areas obtain either wages or incomes much below
tho national avernge; and social justico demands that this clasy,
which in a way is the moxt exploited classin the country, is given
the first chance to improve its condition when new jubs are being
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created in the country. Morcover, the incidence of distribution
of this class is unevenly spread over different parts of tho country
and socinl justice demanda that special attention is directed to what
may bo called the distressed areas in the country as distinguished
from other arcas which aro better off, though in abzoluto terms
their condition is no matter for satisfaction cither. In view of
these facts, & suggestion has been mado for tho organization
of a National Labour Force, recruited from tho classes which at
present havo cither littlo or no income and particularly from thoso
arcas where the incidence of economic distress iz comparatively
high. .

26. This proposal might be likened in its effect to that of tho
continuous recrnitment in tho army during war. The agricultural
labourers, small farmers, ete., aro not employed all round the year,
The experience of war has shown that provided full time employ-
ment at reasonable rates is available, comparatively lurgo number
of adult males from such arcas can Lo releascd full tinio and are
fully niobile for employment. 1f it is possible to mako nso of such
a labour corps in particular aspect of the goneral programmeo of
development a number of advantages may ariso.  Firstly, it will
withdraw gignificant number from labour in the countryside and
thus relieve the unemployment and under-employment situation
in many parts. Secondly, it will creato a mobilo forco which ean,
as in the army, be fully trained in a variety of skills required for
purposes of the development plan. This training may have an
important civic aspect also.  The labour forco may form a revoly-
ing body from which suitablo recruits ean be obtained for new
and growing seattered townships and centres of industrial and
other aclivity, Wo suggest a eareful examination of the proposal
to organizo & National Labour Force.

27, Wo would emphasizo apeeinl attention being paid in planning
of nll works programmes to areas which are backward in any way,
e.g., whero communications are poor, climatic or other conditions
unfavourable, the cconomy largely unmonetized, agriculture in-
secure, tho standard of living low or which are inhabited by abori-
gincs or other similar classes.  These arens not only require the works
programmes but al<o specially need the employment opportunities
offered by them.  We take it that when this attempt is made at
deliberately opening or developing the backward traets the econo-
mie, cultural or other adverse effects of tho process will bo guarded
ugainst in advance.
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28, [Itisalko important toprovido a pasitive policy for the stimn-
Iation of additional employment opportunitics for wlf-employed
perxons, particularly in view of the fact that the major portion of
the additional employment visualized in tho Plan is in this field,
In thix connection, we would recommend the development of a
large number of amall towns widely distributed over different parts
of the conntry into industrial townships with planned provision
for small-scale and light industries.  Unlike the townshipa for
refugees that had been wet up without ilue care for their employ-
ment potential, the towns proposed for  development rhould be
selected after the most careful inquiry undertaken by competent
persons, in each region or locality and after most careful exami-
nation of the raw materinls, markets, and other relevant factors
in the region.  There was a good analogy for this in the trading
entates that had been set up in England in the  post-depression
period, and they could well be set up in the fimt instance in the
caanmunity project areax amd Natfonal Extension Servico Mocks.
Thus, a new link could be established belween the rural areas and
the urban areas, and what is called urbanization would nut anly
inerease employment in the country but alw add to ity regional
spread, promote regional mlf-suflicicncy, encourage a fruitful intor-
chango Letween rural and semi-urban areas, and take cconomie
dovelopment into the regions which need it the most, viz., rural
India. Tt murt ho cmphasized, however, that 1lwso industrial
townships in rural India will have to ho planned fram helow and
cannot come from the top. Dlanning of small-seale industrios,
consumption goods industrics, and processing indlustrics involves
the intelligent cooperation and participation of many thousands
of peoplo and can only bo undertaken at the district level; the
Centro ean help with finance and technical aid, but the initiative
and tho planning must como from the people of tho districts and
regions concerned in the country.

20, Finally, there is the question of the relation hetween small-
seale and large-ecale industries in the ficll of eonsumption goods,
As we have already pointed out every attempt shoull bo made to
bring about the fullest possible utilization of existing eapncity
in the factory eonxumption goods industries ; but wo do not con-
template, for tho Second Plan poriod at any rate, any signilicant
inereaso in their installed eapacity. This i3 not only becauso we
want to concentrate our soarco resources of foreign exchange and
cusential materialy on the sotting up and expansion of the leavy
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industries and economio overheads ; but also bLecmixe we want o
provido moro employment opportunities for those who are already
engnged in the small-scalo and cottage industrics and find employ-
ment for the now adiitions that are being made to the labour foree
every year.  Henco the emphasis on small-xeale and cottage indus-
tries in the Sccond Plan.

30. Tho fact remainy, however, that these haml industries
aro technieally inferior and cannot obviously faco unaided the
competition of factory industries. At the samo timo, the needs
of development with its accent on inereased productivity ennnot
bo reconciled with a continuance of the present inferior technieal
level of the existing hand trades. It is therefore neces<ary to have
a Common Production Programme that will provide a seouro
market for the products of these industrics und at the same timo
provido for giadnal improvement of techniques and wkills nmong
their workers. Details of such & programmo will need eareful
working out, but it ean bo stated ut this stage that there will hava
tn Tue organized on a regional and a national seale cooperative and
other forms of organization for the supply of raw materjals nud
finance and for the marketing of finished products of the workers
engaged in hand industrica. A beginning will alvo have 1o he
made in xetting up n special sales organization for theso industries,
At the same time, every attempt will have to be mado to sot up
inorensingly officient norma of work. and facilitien winl incentives
provided for reaching theso norms. Al these imply a tremendons
challengo to the organizational talent of the country ; and on the
degree of success with which this challenge is met will depend the
xuceess of tho whelo scheme of u socialistio pattern of society, with
employment for all and decentralization nnd wido listribution
of both cconomic activity and cconomio advantages. Wo cannot
emphasize too strongly the important, almust the crucial, placo
which this vecupies in the Sccond Plan. A successful solution
of this problem together with the setting up of the cconomio and
rocinl overheads including heavy induatries envisnged in the Plan
will make possiblo mueh faster and larger development in the next
Plan period.

31. To sum up, the structuro of the Plan that ia visualized for
tho Second Plan poriod provides for increuxed capital formation
and also for incrcased ption. It emphasizes the impor-
tanco of coonomic overheads and heavy industries in creating the
buse for larger und faster oconomio development in subscquent
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yeoars. It underlines the -noed for looking after employment and
sots out a pattern of decontralized and small-scalo economio activity
that will not only doal with tho problem of unemploymont and
of growing numbors but also with that of oreating a socialistio
pattorn of socioty that oan function within a demooratic sot-up
and reconcile development and increased productivity with indi-
vidual initiative and a large and fair ficld for all small units of eco-
nomio activity. The structuro that wo have outlined cannot come
by itsolf. It necods organization for being brought into existenco;
and in it lies a challengo to the organizational talont of our people.

ITI. PoricYy AND INSTITUTIONAL IMPLICATIONS

32. 1In this part of the momorandum we consider tho regulatory
and institutional set-up required to implement the Plan. We
assumo as basio tho social philosophy appropriate to Indian fedoral
democracy progressing towards a socialistic pattorn of society.
In torms of economio organization and activity we intorprot this
as donoting tho following salient characteristic. "In a socioty com-
posed chiofly of small docontralized units of economic activity
in which the increaso in scale roquired in any activity is brought
about chiofly through mutual cooperation, horizontal and vertical,
and in which contralization ‘and very large-scale opcration are
resorted to only to tho oxtont nocessary to derive appropriate ad-
vantage fromxr modern technology, the role of the State assumes
the following forms in.the main: (i) Central planning, dirco-
tion and conduct of economic activity to the extont nccessary for
rapid economio dovelopment and increase of .welfare ; (ii) State
assistance and participation in tho formation and conduct of coope-
rative units ; and (iii) State action to climinato or.to counter the
offects of tho continuance of privilege or the exorociso of monopoly
powor.

33. . In considering the exerciso of State authority we start with
thoe assumption of & continuance of the existing forms of regulation
and control of economic activity. In the context of this report,
the most important of these are capital issuoe control, the regulation
of establishment, location and operation of cortain types of indus-
trial units, control over the imports of capital goods and consumer
goods, control over the allocation of products like comont and steol,
control over the oxports of selected commoditics. The rocommen-
dation we would make in relation to existing regulations is that the
fullest coordinated use bor made of thom for a proper and detailed
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implementation of the Plan. It ia also nxsumed that legislation will
shortly be cnacted which will moro adequately regulate the acti-
vities of public companies, and in particular to deal with the proh-
lem of managing agency and the concentration of cconomie power
that it creates in the private scetor.

34.  Wo do not suggest any radical departure from the Industrial
Policy Declaration of 1948. In fact, the sphere of State activity
indieated in that resolution will bo more fully covered as a result
of investment in this Plan. It may also be found necessary, during
the Plan period, to include within the public sector somo activities
closely related to the present declared scope, such ag, basic minerals,
The proper organization of coal production in the country and con-
rervation and utilization of coal rexourees may also require including
that industry in the public sector.  Similarly, the gpecial importance
that will now be attached to production of small establishments
will make it necessary to inclule not only tho generation but also
the distribution of electric power fully within the publie sector.
While wo do not recommend any rignificant extension of the publie
rector boyond tho terms of policy accepted by Government, we
must make it clear that there is no objection in principlo to such
extension. In fact, the limiting factor is one of being ablo to copo
with the administrative burden that would reanlt from such exten-
sion. The cost of compensation may also have to bo considered.
If, however, during the course of the Plan period, circumstances
becomo either more favonrable from the administrative point of
view or if it is found that opportunitics for monopolistic or quasi-
monopolistic exploitation are increasing in the privato sector, thero
should bo no objoction to a further extension of tho public sector.
State trading in exports of jute, for examplo, was recommended
many years ago by a representative committeo consisting of adminis-
trators, busincesmen, ete. In view of the peeuliar position of these
exports and the methods of trading in them, it is worth cxamining
again whether State trading in juto should not bo undertaken.

33. We are not in & position to mnke specific recommendations
at this stage, but wo would certainly emphasize the need for Govern-
ment to examine each possibility of extension of tho public scctor
in any important activity whore, becauso of the policy under the
Plan or other factors, a group of producers or traders are reaping
spocial advantages.

36. While we do not suggest in tho near futuro any goneral ox-

tension of tho public scctor, it would, certainly, bo necessary for

21
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implementing the Ilan to extend the scopo of tho regulatory regime
in particular dircctions. Thus confining to hand industrics all
dncreaso in consumption gomds during the Second Plan period will
mako it nceessary to extend the operation of licensing legislation
to include even processing activities. The best way of dealing with
the situation would bo for all State Covernments to bring within
licensing and regulatory legislation such establishments carrying
out the processing and preparation of primary products and the
production of cousumer goods as are not covered by the existing
Regulation of Industries Act.

37. A number of other regulations on consumption goods indus-
tries will follow from the common production plan for machine
and hand industries in particular spheres.  The division of market
between machino and hand industry is sought to be maintained.
today in the case of cloth production by a system of excixes and
subsidies on the one hand and reservation of fieldx on tho other.
The principlo of reservation may not bo so easily applicable to all
industrics and in theiv ease a comparatively stable relation between
prices of hand and machine products could ho maintained only
through excises and subsidies. There may be doubts whether these
purely fiscal measures will prove successful and if these doubts
were justified, other measures may bo required to implement
effectively a common production programme. In any case, the
organization of increased production through hand industry will
require considerable effort in distribution of supplies of technical
and financial assistance to the dispersed producers and tho collec-
tion and salo of their product. This would bo largely dono through
cooperatives and as problems encountered will, in part, be similar
to thoso dealt with by the Rural Credit Survey Committo in the
case of agricultural production, the same expedients could be used
in thig case as well.  In relation to technical guidance, and pur-
chaso and sale, the problems of cottage industry may, however,
be different and more difficult. Bringing about increased produe-
tion through this ageney will, therefore, require as we havo already
mentioned, very considerablo organizational effort in the I'lan
period.  Any failuro in this cffort will create a diflicult situation.
On tho one hand, thero may bo shortago of production by land
industry through inability of cooperatives to organizo production
or to carry out sales of products and their distribution. And on
the other, thero may ho profiteering by producers and traders in
that situation. If such a situation arises, it may be necessary for
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tho Stato to interveno and to consider tho possibility of Stato trad-
ing of products. In tho initinl stages of tho organization of this
production it may, however, bo wiser not to undertake State trading
in this aphero.

33, As tho spheres common to machine and hand industry
will cover a largo number of consumption goods in general use,
the prices and supplies of goods over this large xphere will have to
bo constantly under State observation and regulation.  In a number
of important producers’ goods, such as cement and steel, the existing
allocation controls will continue, and prico controls could bo imposed,
if necessary.  This leaves mainly the prices of agricultural goods
for consideration. In tho present context, tho stability of agricul-
tural prices has special importance. Already Government have
announced their intontion and readiness to put a floor to prices of
some agricultural products. Government's ability to do this
effectively depends on their having an operativoe system which
extends to all parts of tho country. From this point of view, an
early implementation of tho recommendations of tho Rural Credit
Survey Committeo regarding warchousing, processing and market-
ing of agricultural produco is of the utmost importance. It is only
tho setting up of the warchouses cte., recommended by the Com-
mittee that will put tho State in a position to meet emergencies.
\We recommend that tho warchousing system should o used by the
Stato for purchaso and sales of buffer stocks of agricultural commo-
ditics not only for the purposo of dealing with any sharp fall in
agricultural prices such as we avo witnessing today but also with the
objective of preventing any sharp scasonal fall or riso in prices.
Need for action in this regard may arise cither in all commodities
all over tho country or only in an individual important commodity
in particular regions. Such a system of buffer stacks will not only
aerve the limited purposo of evening out seasonal fluctuations hut
would como in useful and servo oven larger purposes if the occasion
arises. For oxamplo, tho system could Lo put to uso in caso of an
adverso monsoon or & sharp inflationary riso in prices.

39. The Government of Indin has taken an important policy
decision recently by its announcement regarding ereation of a State
Bank of India through nationalization of tho Imperial Bank and
certain other States associated banks. Wo welcomo this  decision
and strongly recommend its early implementation in full. Tt is of
tho utmost importanco to bring into existenco as early as possiblo
n State Bank of India operating over the wholo of the country
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at the level envisaged by the Rural Credit Survey Commiitteo,
The regulation of activities in the sphere of banking and through
banks may havo considerable importance in the planning effort.
‘For this purpose carly implementation of the policy announced
recently is an important and eszentinl step forward.

40. Tho incvitably.increased importance of tho public sector
in cconomic activity makes tho problem of increasing its efficiency
of vital importance to the success of planned development.  Though
it is not correct to say that tha efliciency of the public sector today
is necessarily Lelow that of the private gector, it i3 clear that in
itself, it is not too high and further that it could with considerablo
advantage be greatly increazed. No definite pattern or organi-
zation of units in tho public sector has yet been evolved in India,
There is not cnough experience in the matter, ncither has any
particular type shown definite success.  We have no bias in favour
of any particular typo of organization and feel that considerable
rescarch and experimentation on the operation of different types
of units in the pnblic sector will be extremely worthwhile. The
experimentation need not be confined to purely public organiza-
tion but may well be extended to public-cum private orgunizations
where the State holds full ultimate control and uses the private
ageney as a partner and as the agency of management. The general
efficiency of administration is an equally important consideration
which requires equal attention.

41.  We may draw attention to a dunger that is inherent in the
typo of mixed economy we have viz., unless adequate care is taken
the slowest ship may set the pace of the convoy and incfficient
units may get undue protection. The qunestion of incentives and
disincentives should be, therefore, very carefully studied and adeo-
quate and effective measures taken.

42. The Stato partnered cooperative scems now to be generally
accepted as tho most important type of organization in the future
of economic development in India, Observation of its dovelop-
ment, adaptation and success for various types of activities and
in various contexts is, thercfore, of great importance.

43. Onc of the gravest obstacles to undertaking a moro ambi-
tious programme of development in most directions today is the
general state of unpreparedness of our society for the cffort in
most directions. The most important features of this aro lack of
trained personnel and of suitablo organizations. The first lack is felt
in all aspeets of development of socinl welfare or related activitien,
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Teachers, doctors, technicians of all kimds are found to bhe
in short aupply the moment any largo expansion is contemplated,
But even more important in the organizational backwnrdness,
Thix is experienced in every gphere. It i3 felt in the adminixtrative
structure, its cfficiency and it capacity to carry out additional
rezpongsibilities; it is experienced in local governmental authorities;
it is seen in the lack of established and effective pattern for conduct
of economic activity in the public scctor. These diflicultics are
patent today in attempted development along extablished lines,
They are felt all the more keenly when orientation of the cconomy,
on the now agreed lines of decentralized self-cmployment or co-
operative activity is attewpted. Tho manifold advantages of snch
an organization can bo reaped only when the large work it involves
by way of distribution of supplics anl colleetion of pradluct, of storage
and finance, of technical guidance and administrative supervision
is efficiently organized and carried out. The creation of such
organization is an immense national task without whose accomplixh-
ment the proper development of agriculture and rural industry in
particular will be well-nigh impossible.  One of the reasons why
in our opinivn we cannot aim higher today iz this lack in many
dircctions.  One of the most important tasks of the next fivo year
plan must, therefore, be to remedy this grave handicap aml defect.
The energies of Government and of all constructive workers in the
country must be turned in this direction so that at the end of the
plan period the economy and the socicty will be in a position to take
a much greater step forward and to achieve a rate of development
which would not only be bold but spectacular.
14, We now turn to consideration of policies which are not only
important for the exccution of the Plan but are also important
as indicating the determination of the State to progress towards
the socialistic pattern.  The first set of policy decixions to he consi-
dered in this regard are those relating to land reform.  The content
of this programme has by now been fairly clearly determined. Tt
consists mainly of four measures; consolidation of holdings which
has an important bearing on productive cfficiency in agriculture,
operation of the ceiling which makes available land for redistribution
to landless labourers without unduly lowering the size of any unit,
the floor to holdings which makes it impossible for units smaller
than of certain size to be cultivated as independent farming units,
and cooperative furming which would bring in all such uncconomic
units into farms large enough to be operated efliciently. The
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content of the land reform programmes has already been announced
and has raised - wide expectations throughout the country. Tho
announcement has also had gome adverse effects on the situation
"through the action of landholders, through cevictions and the like,
to safeguard their interests in anticipation of the policy. It appears
to us of the most urgent importance for the State Governments all
over the country to recognize certain basic principles of action in
regard to all the four constituents of this programme, to formulato
definite policies of action at as early a stage as possible and to imple-
ment them. The best course as well as the most logical, of
course, is to bring the whole programme into operation simulta-
neously. The operation of the floor raixex, however, certain difli-
culties, apart from the practicability of forming quickly an enormous
number of cooperative farming societics. ‘These difficultics are rela-
ted to the extent of employment that is available in the economy.
Similar difficultics however do not attach to that part of the pro-
gramme that relates to the imposition of a ceiling on holdings and
the consolidation of xcattered holdings,  We recommended therefore
that immediate steps Le taken to impose a cciling on agricultural
holdings and redistribute the land thus released to landless labourers,
We also auggest that action be taken in regard to consolidation of
holdings without delay. As carly as possible when enough experi-
ence has been gained in the countryside regarding operation of other
cooperative effort and when adequate employment has been gene-
rated, the other two features of the land reform programme should
be put into operation.

15. The operation of the ceiling and redistribution of land to
tho landless will bring about considerable lessening of inequality
in rural society. The acceptance of the idea of a ceiling on land
must lead, in our opinion, logically to the acceptance of the parallel
concept of a ceiling on all personal incomes for the urban and indus-
trial sectors. This has heen alrcady mentioned by the Taxation
Enquiry Commission and we feel it vital that a policy announcement
regarding this be made in the Second Five Year Plan of Govern-
ment. Two other recommendations of the Taxation Enquiry
Commission we would endorse forimmediate action towards lessening
inequalitics. These are: (o) a stecpening of the estate duties
and (b) imposition of the Capital Gains tax. We expect an appre-
ciation of the values of all kinds of property because of the operation
of a plan of development and feel it necessary that the above steps
be taken at the Leginning of the period of a bold plan. It may,
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further. be uxeful to conduct enquirics into increase of land values
in urban areas and the spread in values of salaries.  Tn ense of the
Intter, we would recommend the inquiry not to be contined to
anlaries of officinls but to embrace within it ralaries (and total
spending power) of indivilduals in private business also.

48, Lessening of inequality is a two-fold process. One of jtx
napects is the lowering of undaly lurge incomes.  An equally im-
portant or, perhaps in the long run the more important, aspeet i
that of increasing or making more gecure the incomes of the poorest.
In this conncetion we would welcome greater progress, wherever
possible, in the standardization of wages and fuller implementation
of the Minimum Wages legislation in the country, due regard being
paid to the ellfect of wage increaxes on employment. Both
should reduce the total range of differentinls in wage payment.
It ix not possible at thix stage to recommend any general social
security schemes which would have wide application, or would
materially lessen insocurity of incomes. Wo would, however,
rocommend cxploration of tho possibilitics of the State offering
lifo insuranco schemes wide-spread throughout the country. In
the absenco of measures of sacial sccurity a3 such, wo must to look
to the fullest extension of socinl service expenditure for doing
something in this behalf. However, if this expendituro ia really
to rexult in lessening inequalities and in materially improving
the conditions of the most disadvantaged, special earo must be taken
by the State autherities to sco that it is dcliberately routed and ad-
ministered in such a manner that its benefits, in tho largest measure,
go to tho poorest, the most disadvantaged and the most insccure
classes,

47.  Wo have dealt go far with some of the policy implications
of the gize and the structuro of the Plan, ax preseribed in the “Framo™
for the Second Tlan peried. \What we would emphasize in conclu-
sion iz that unless theso policy implications are duly considered,
and rapid and cffective action taken thereon, the chances of snecess-
fully implementing cither the aizo or the structure of tho propused
Plan will bo scrionsly jeopardized. Even if tho different parts of
the Plan are fairly well balanced and thoe sizo of the effort involved
is not beyond tho country’s capacity, it would ho wrong to enter-
tain optimistic expectations merely on tho technical soundness of
the targets proposed. Desidea theso targets, thero are, initially
major assumptions regarding the eapacity of the country and e<pe-

cially of Government to put through the programme ar proposed.
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For theso assumptions to materializo a big organizational effort
will bo ealled for.  Planning docs not mean merely a programme
of largo investment, expecially not when the objective is not merely
an increnso in output but also the creation of a sacialistic pattern of
society. Tt isonly when there is a firm legislative and administrative
baxe that it is possible to think in terms of doubling the rate of pro-
gress in the Second Plan period, of inereasing capital formation, of
raising levels of living. and providing the machinery fur anccelerated
development. in the future. We eannot  thereforo  emphasizo
too strongly the importance of facing up boldly and without hesi-
tation the legixlative and administrative implications of a bigger
and a bolder plan.  The Seeond Five Year lan ix a challenge to the
nation, It reguires effort and substantinl efforts at that and on
a large and organized zeale. It requires austerity and restraint
on the part not only of those whoso incomes are high but even of
those whoxze incomea are not so high.  What is required s a national
effort amt a national effort ean be forthcoming only if it is clearly
visible to the peaple that there willemerge from it a new and desired
type of society. Henceit is that we lay so much emphasis on the
policy implicatinus of the Plan-frame that has heen placed before
us,
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