HTETVETLION Call [acuiarc x1OWiLn and 1979]. 1he means oI DINZINE daDuuL d 1aS-gIUWHIE 1Tav y-guous
the context of the current global debate ~ sector was to invest disproportionately in these machine-building
ers of growth the exercise may evenbe  complexes. It was implicitly recognised that as the sector was
lience beyond those interested in the characterised by long gestation lags in the production of output
the rate of growth inherent in the Mahalanobis model would be
lower in the short-run than that which would result from a stra-
Strategy tegy of investing disproportionately in consumer goods produc-
d as the model for the Second Five-Year tion. However, the long-run rate of growth resulting from the
nic of the economics of the Nehru era Mahalanobis strategy of shifting the investment allocation to-
neans adopted to pursue its goals than wards heavy goods would be higher,® even for the consumer
The famed model had firstappearedin  goods sector, as it enhances productive capacity across the econ-
> polymath. The model was intended to y.
indation for the project of raising the 65
rialisation already deliberated uponin  cou ting. It estlmates growth pro%pects based on current zmest—
mmittee of the Congress which was ment allocation, and chooses the allocation that maximises the
quest of Subhash Chandra Bose in his  rate of ' growth for any given investment outlaﬂl: is not entirely
| party president. For this reason it is  value-free of course, in that it lmphmtly adopts a lower social rate
hru-Mahalanobis strategy.* This wasa  of discount than could have been the case. It has been castigated

f rapidly raising the level of income  ashaving been based on ideology.” This criticism begins to make

rth, as raising the level of income was  sense only when one is told that the model had been inspired by
iminating poverty. the Feldman model from the Soviet planning literature, even

ived of an economy with two sectors, though Mahalanobis has stated® that he was not aware of the™

d consumer goods, respectively. Being  work of Feldman at the time of formulation of his own model.
nomy wﬁhﬂut government, their out- Presumably, the criticism justifiés itself by identifying any choice
0 GDP or national income. The capital based on the Soviet experience as ideological. However, in the
- good and of light of the quite spectacular expansion demonstrated by the

ic th former Soviet Union of that time, such a criticism would be ideo-
" logical of itself, even though into the 21st century we were to have
the hindsight to deduce that whatever was happening there was
not sustainable. In the 1950s, however, newly independent coun-
tries with ambition could hardly have beeri faulted for aspiring to
- what the Soviets had achieved, namely rapid industrialisation
and the consequent increase in income within a remarkably quick
time Itisnm as if the entirely compromised politics of the Stalin
ne, even without the gulag and the genocides, was over-
'ﬁm Nehru was clear that India would avoid them at
iming at a lower rate of growth. It was clear that
llectivisation as a route to raising the agricul-
wth or the suspension of democracy as a way of
on the chosen strategy were even conceivable to
lership. So a relevant criticism of the strategy
" "ai_:mmic logic and what it leaves out rather
Hm the comment by Desai {mo?) that
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TR " 'olan ha heralit-  these links. To emphasise(I quote [Mahalanobis 1
on the drawing board Mahalanobis’ plan had hung toget
tle better than’nnyth_mg else that was on offer’® for India at that  the Second Five-Year Plan ocument}"y

stage in history as it demonstrated an eye for the big picture. ﬁt was appreciated that, in India, surplus is the key to industrialisation.

Finally, and as an aside, one might observe that critics of Indian fiTa ot only esseritial i grow enotigh food and fibres for Guir own requir
™ economic policy in the 19508 who saw the Mahalanobis plan as ments but it is also necessary to prodice a surplus in the form of either

: e T
violative of economic freedoms due to its reliance on controls industrial or food crops. In India agriculture and manufacturing in-

[notably Shenay 1955] are unlikely to have taken much comfory ~ dustries are completely interlocked. Economic progress depends on
i the advance of both, Advance of one step in agriculture would supply. f

from the Vakil-Brahmananda plan as its authors had placed it
squarely in the field of planning. Indeed, once employment rather

food and raw materials for advance of one step in manufacturing in-

than output is targetted it is difficult to conceive of reallocation of the supply of fertilisers and pesticides and help in the on OF
labour without envisaging forced migration, Brahmananda’s scientific research, which would lead to further advances in agric

vision of cottage industry notwithstanding. Direct force in shap-

ing development was ruled out of court by Jawaharlal Nehru who ~ Increasein Income Levels

held firmly to the belief that the only kind of economic progress/T\ While the raising of the level of income is widely recognised as the

worth having was “progress by consent”, main objective of planning in the Nehru era, Mahalanobis himself
was additionally engaged with another one, a feature that is not

Linkbetween Agriculture and Industry widely known. This was to release Tridia “permanently” [ibid:74]

@Qmming to the question of agriculture, not only was Mahalanobis |, om the balance of payments _¢gp§;raiht\. Indeed, in his View this
c

utely aware of its role in the scheme of things but he had incor- ~ was the very logic of planning for industAialisation. This feature is
rated this a s into his strategy, if not so fully into his  seldom recognised, but it needs to be and when it is we are given
e had instantly recognised that in the 19508 Indian zir_i_-@ an internal criterion, so to speak, by which to judge the economic
cultural growth was severely con strained by the availability of  policy of the Nehru era. After all, autonomy was at the core of the
the most basic kind of industrial inputs, Thus agricultural growth  Nehruvian vision of economic development, not to mention of
was itself linked to industrialisationYeven | though the extent could” post-colonial India, and nothing would epitomise this more than a
have been debated; that is, while Btick and mortar were clearly  strong balance of payments position. Indeed, if an independent
~essential, it is certainly not true that aircraft and automobiles development was the objective this would never be achieved if India
" TWere, .Ngvéi'th'eless the suggestion of a role for industrialisation were strapped permanently to a balance of payments deficit. Having
in launching the transformation of Indian agriculture is not so  flagged this I return to the more recognisable objective of the eco-
entirely far-fetched, nomic policy of the time, namely the accelerated growth of income.
&ﬁ:this_junctuml'quote; from theﬂate Raj Krishna, an economisr) %o a rapid increase in the level of income was the objective
who having placed himself at an obtuse angle vis-A-vis the estab-  andl this was ro be brought about via greater investment in heavy

lishment that had don-ned e Nehruvian mantle is unlikely to  in We have also seen that this was central to the plan for the
have ever been in thrall to it. [Yet he has-'star&d( ‘§ ) transformation of Indian agriculture, a process that would require

increased | iali But how was this to be resourced?f[‘ he3 )
lanners were fully aware that the step-up in investment envisdged

.(_Ih-‘:-a'wbmnﬁmmal. economy with a very large market, abundant
“natural resolirces of ey and vast reserves of unskilled and - | i :
up of a strong and diversified capital-  in the Second Five Year Plan was very substantial. Indeed, in retro-

essit we can boast of a large  spect, they appear to have had a better sense of the role of re-

erable capacity sources in a credible economic plan than is found in the public

chemical, power and trans- . discourse on growth today when the issue of the “policy regime”

is given much too important a role. This is apparent from two ele-
ments of the plan to raise the level of income. First, no major foreign
assistance was envisaged, This was in keeping with the idea of an_

development and rural developmenty The technic
agriculture and industry are such tlfat even a 4 per ping with
e ithouta ighrateof  independent development, a-project incompatible with excessive

(AP U EETentS Of A gTOW-_ 1o nce on foreign aid or, even, foreign direct investment, Taking

than 5 per cent of total public expenditure in the proposed plan
budget [Planning Commission 1056] for 1956-57 to 1960-61 even
as the investment rate was to be raised by over so per cent from 7.
_E(-J_..._l_l per cent of Gop,JOf course, what the actual achievement
with respect to ft:ret_'én savings was we shall have occasion to
study later. [The second point to note is that the envisaged contri-

bution of the public enterprises was significant, revealing the In-

dian state’s understanding o Mme?lheimm
“addirional taxes and loans and profits from state efiterprises”

along with the “contribution from the railways” together equalled
“loans from the public” and were over twice what was to be taken
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dustries which again, in its turn, would speed up irrigation and increase

;

.
2
o
o
the Second Plan as a case, foreign assistance was put down at less &
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