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DRAFT PLAN FRAME FOR THE SECOND FIVE YEAR PLAN
PREFACE

1.1 The paper dated March 17, 1955 was prepared as
a draft of a “draft Plan-frame” ind has been circulated as
such and is subject to revision by the Planning Commission,

2. The general objectives and policy and administra-
tive questions (which are discussed in Chapters One and Bix)
can be considered on their own merits.

3.1 The quantitative estimates were worked out with
two chief aims in view, namely,

(a) an increase in national income of 5 per cent per
year; and

(b) creation of new employment by way of gainful
occupation or jobs for 11 million persons over
the plan period.

3.2 Certain basic allocations of investment were made
between investment goods and consumer goods industries. It
js necessary to maintain this general pattern of investments
but there is scope for adjustments in details.

3.3 The draft Plan-frame is, therefore, not rigid and
can be modified; but there are inter-relations between its
different parts so that a change of the target in one item may
require consequential changes in other items.

4.1 Background information relating to the physical
targets and financial estimates (Chapters Two, Three, Four
and Five) will be found in the accompanying paper prepared
jointly by the Economic Division of the Planning Com.
misgion, the Economic Division of the Ministry of Finance,
the Central Statistical Organization, and the Indian Statisti-
cal Institute.

4.2 The draft of the draft Pla,n»-frame and the above
joint paper are consistent with each other but are not
identica.

43 The Report of the Panel of Economists dated
10 April 1956 has reference to both the above papers, '
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5.1 Within the general pattern of investments
(cxplained in para 3) an attempt was made to fit in the
physical targets on the basis of information that was readily
available in the Planning Commission and in the Ministries
concerned,

5.2 The draft Plan-frame does not attempt to go into
details. In some cases, information was not available; and
time was short, Also, it was not necessary to make the list
of targets exhaustive or complete in every respect because,
as explained in para 3, there is scope for adjustments in
details without disturbing the wmain structure of the Plan.-
frame.

6.1 The targets are gometimes given as equivalent
aggregates within which there can be substitution of com-
ponents.

6.2 Estimates of financial outlay are to be taken as net.

6.3 Construction costs are to be taken as the direct
costs of materials, of labour, and of essential technical super-
vision. It is assumed that excessive margins for inter-
mediaries and other forms of waste will be eliminated.

6.4 It is assumed that promotional and field agencies
and services would be integrated and coordinated to prevent
unnecessary duplication.

6.5 1t is assumed thut non-official public organizations
would be used wherever possible to decrease overhead expenses
and stimulate public interest and participation in the fulfilment
of the Plan.

7.1 If the basic approach of the present draft is
approved, it is suggested that the paper should be revised as
necessary and then issued in the revised form as the draft
Plan-frame for the formulation of projects.

7.2 After the individual projects are received, further
changes and adjustments should be made as necessary to get
ready, as quickly as possible, a definitive plan which would be
internafly consistent and would be capabie of attaining the
desired objectives.

April 28, 1955 P. C. MarALANOBIS



EXPLANATORY NOTE

11 Inmtroduction :—The Second Five Year Plan is due to begin
on April 1, 1956. The approach in the Second Five Year Plan is to
take a perspective view of development over a long period of years,
and at the same time to solve immediate problems like unemploy-
ment as quickly as possible. Planning would be, therefore, flexible
and would always keep a wide time horizon in view ; and at the sithe
time detailed annual plans would be prepared and necessary adjust-
ments made at shorter intervals in the light of experience.

12 Proper attention must be given to the physical aspects of
the Second Five Year Plan. The requirements of each project must
be estimated in real terms at the stage of planning and must be,
forthcoming in right quantities at the right time at the stage o '
implementation of the project. Also, the products and service
resulting from the completion of a project must be fully and promptly
utilized to further the 2xecution of other projects and the progress
of the plan as a whole.

13 A plan in a mixed economy must be comprehensive and
cover both the public and the private sector. To achieve a balanced
growth, the activities of the private sector must conform in a general
way to the programme of production of the plan as a whole. In an
expanding economy the private sector would have an assured market
which would facilitate decisions by reducing risks and uncertainties.
Also, the over-all programme would be laid down in broad aggregates
so that there would be wide scope for adjustments in details at the
discretion of the private sector.

1.4 The physical targets of production must also be balanced
in terms of money. Incomes are generated in the very process of
production ; and supplies are utilized through market operations.
Planning requires that aggregate incomes should be balanced with
expenditure, savings should match investments, and the supply and
demand of individual goods and services should be balanced in terms
of money so as to avoid any inflagionary rise of prices or undesirable,
shifts in prices. Physical and financial planning are different aspects}
of the same reality.

2.1 Plan-frame —The enclosed paper contains chapters on
main aims and objectives ; provisional targets of production ; invest-
ment and development expenditure ; expected changes in employment
and income ; finance and foreign trade ; and planning organization a
administration to supply a tentative frame-work for the formulation
of the Second Five Year Plan.

22 It is requested that the Central Ministries, State Govern~
ments, and other project-making authorities should use the provi-
sional figures given in the paper as a general Plan-frame for the
formulation of schemes and projects taking care to make estimates in
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both physical and financial terms, and to forward them to the
Planning Commission as they become ready.

23 When the individual schemes and projects have been
received in the Planning Commission, the aggregate balances would
be examined and adjusted as necessary until an integrated plan is
evolved which will be internally consistent and balanced in both
physical and financial terms. Estimates of demand and supply are
bound to be approximate to begin with ; and would have to be work-
ed and re-worked to secure a proper balance.

2.4 It is recognized tbat while projects are being prepared
there v ould be need of a two-way flow of information as well as of
consultations between project-making bodies and the Planning
Commission. The present recommendations would supply the initial
base for such consultations and discussions.

3.1 Tw.me programme :—The programme for the first year
(April 1956-March 1957) of the Second Five Year Plan must be
completed by October 1955. 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 arc in an advanced state of
preparation. It is requested that projects for 1956-57 (including the
carry-over from the First Five Year Plan) should be sent to the
Planning Commission as soon as possible and not later than

sseesccesacavee

-------------

3.2 The Second Five Year Plan must be ready (in outline form)
by March 1956. Projects for the remaining period of Second Five
Year Plan should therefore be sent to the Planning Commission as
they become ready and in any case not later than..................... 1955.

4.1 Prescribed form for projects :—Information on projects
should be given in the form prescribed in the Appendix.*

4.2 Some of the projects would have to be submitted necessarily
in a general form at the present stage ; and working details would be
prepared after it is decided that they would be included in the plan.
Nevertheless, it is essential that preliminary information should be
given in the prescribed form even it the estimates are of .an approxi-
mate nature because a technical examination of the projects would
not be possible in the absence of such information.

43 The Planning Commission would be glad to supply further
information in this connection and help in the preparation of schemes
and projects.

*To be issued separately



Chaptgt One
GENERAL AIMS AND OBJECTIVES

11 The First Five Year Plan :—At the beginning of the Five
Year Plan the country was still dislocated by war and partition.
There was shortage of food and raw materials. There were signs of
inflationary pressures after hostilities had started in Korea, . In this
situation it is understandable that the targets of the First Five-Year
Plan were kept modest. Judged in this context, the progress achieved
so far may be regarded as satisfactory.

1.2 There are, however, disquieting features. Agricultural
prices are declining. Unemployment, especially in urban areas, is
increasing. Even the modest expenditure targets in the First Five
Year Plan have not been fully achieved on account of delays in pre-
paring projects, inadequate administrative organisation, and lack of
sufficient facilities to give training to technical personnel.

21 The mneed of a bold plan:—The population of India is
increasing roughly at the rate of 4.5 millions per year. With a pro-
portion of about 40 per cent in the labour*force, about 1.8 millions of
persons enter the labour force every year. In addition, a large num-
ber of persons are without employment in urban areas and a great
deal of under-employment exists in villages. Planning must be boid
enough to provide new work for about 1.8 million new entrants into
the working force every year; and also to offer more work to the
large number of persons who are without jobs or who are under-

employed at present.

22 The level of living is extremely low. Expenditure on
consumer goods per person is about Rs. 22 per month of which about
Rs. 13 is spent in cash and about Rs. 9 is the value of consumption
of home-grown food and home-made articless Housing is
primitive in villages and extremely short in urban areas. The supply
of nutritive foods is meagre although nearly two-thirds of the total
expenditure is spent on food items. The expenditure on education
per person is only about four annas, and on health less than seven

annas per month.

23 The above estimates are for all classes taken together. The
position of the poorer section is much worse. Half the population
of India or 185 millions of persons spend less than Rs. 13 per month on
consumer goods and possibly half of this amount is consumed in kind
or in the form of home-grown food and home-made articles. Of
children in the s¢hool going age, less than half attend at the primary
stage, and less than one-ffth at the secondary stage. There is pro-
bglilaly less than one qualified physician per 30,000 inhabitants in the
villages.

3.1 General objectives of the Second Five Year Plan :—There
is alarge pool of idle man-power, and many are without jobs ;also
about 1.8 millions of persons would be added to the working force.

3
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every yeat. The country has large resources of water for hydro-
electric and irrigation projects: coal, iron ore and other important
minerals ; forests, fertile land and cattle. The aim of planning must
be to utilize these resources to increase rapidly the level of produc-
tion and thus of national income.

3.2 Conditions are favourable in many ways. There is econo-
mic stability and confidence in Government. Unemployed man-
power and unexploited resources can be brought together to increase
both consumption and investment simultaneously. India’s prestige
is high at the international level. Finally the Congress Party and
Government have decided that the time has come for economic

eveclopment on a socialistic pattern.

3.3 The Second Five Year Plan is therefore being formulated
with the following objectives in view :

(1) to attain a rapid growth of the national economy by
increasing the scope and importance of the public sector and in this
way to advance to a socialist pattern of society ;

(2) to develop basic heavy industries for the manufacture of
producer goods to strengthen the foundations of economic indepen-
dence ;

(3) to increase the production of consumer goods as much as
possible through the household or hand industries ; and to provide
an adequate market for the products ;

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

(5) to increase productivity in agriculture ; and to speed up
agrarian reforms with an equitable distribution of land to peasant
cultivators so as to stimulate the incrcase of agricultural production
and of purchasing power in rural areas;

(6) to provide better housing, morc health services, and
greater opportunities for education especially for the poorer sections
>f the population ;

(7) to liquidate unemployment as quickly as possible and with-
in a period not exceeding ten years ;

(8) and as the result of such measures, to increase national
mcome byabout 25 per cent over the plan period, and achieve a
more equitable distribution of income.

3.4 The basic strategy would be to increase purchasing power
through investments in Heavy industries in the public sector and
through expenditure on health, education, and social services; and
to meet the increasing 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 matching a continuously increasing (planned) demand by

a continuously increasing (planned) production giving rise to a steadily
expanding economy.

er
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41 Heavy Industries:—In the long run, the rate of industriali-
zation and the growth of national economy would depend on the
increasing production of coal, electricity, iron and steel, heavy
machinesy, heavy chemicals, and the heavy industries generally which
would increase the capacity for capital formation, One important
aim is to make India independent, as quickly as possible, of forei
imports of producer goods so that the accumulation of capital woul
not be hampered by difficulties in securing supplies of essential
producer goods from other countries. The heavy industries must,
therefore, be expanded with all possible speed. ? M

4,2 The new producer goods industries would be‘dm
mainly in the public sector. The private sector would continme &
play an important part in the development of basic industeies ke
cement, chemicals, etc.

4.3 The heavy industries being capital intensive would. however,
give relatively little scope for employment; and would also gene-
rate a large demand for consumer goods which they themselves would
not be able to supply.

5.1 Household and hand industries :—The increasing purchasing
power and consequential demand for consumer goods must be met by
increasing the supply of such goods as much as possible through the
expansion of household or hand production. This would also quickly
generate a large volume of work all over the country.

52 Construction work (roads, houses, _irrigation and flood
control projects, etc.) by hand would also be increased which would
create a good deal of employment and generate demands for consumer
goods.

53 The greater the marketable surplus of consumer goods
in the household or hand industries the greater will be the possib:-
lities of investments in heavy industries without any fear of inflation.

5.4 By expanding the household and hand-industries and cons-
truction work, the aggregate national consumption would increase
continually. Also, relatively more employment would be created
among the poorer sections of the people so that the greater portion
of the increase in income would g0 to them.

6.1 Factory production of consumer goods :—The production of
consumer goods in factories requires heavy investment of capital
per engaged person and in many cases competes with the household
or hand industrises. Until unemployment is liquidated or brought
under control, it is necessary to prevent competition between factories
and household or handindustries by not permitting investments to
be made in such consumer goods factories as would prevent expan-
sion or lead to a shrinkage of employment in the hand industries.

6.2 In theimmediate future the factory production of consumer
goods would be expanded (where it is not competitive with hand
industries) to increase the supply of essential goods (like anti-biotics,
fine drugs, etc.) or of goods for export to earn foreign & o
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6.3 It is recognized that the price of hand-made goods would
be often higher than the price of factory-made goods of compar-
able quality. Appropriate excise duties (which would be gelective)
woulg be imposed on factory products to maintain desired price
parities with hand-made goods in such cases.

6.4 Once mass unemployment has gone, the aim would be to
provide cheap power and small machines to the household sector
jand hand industries to increase productivity per worker and hence
the total national product.: At this stage the factory production

consumer goods would also be increased.

7.1 Agriculture and allied pursuits :—The fixation of ceilings
and procedural arrangements for the redistribution of land to
peasant cultivators must be decided at an early date in each State
in accordance with general principles and standards settled on an
all-India basis, and the redistribution must be completed by 1958.
This would make visible important structural changesin the economy
tesulting in stumulation of agricultural production, provision of a
large market for the growing output of industry and handicrafts ;
and would also transfer a part of the national income from reci-
pients who use it largely for luxurious consumption to recipients
who will use it for productive purposes and for raising their low
standard of life.

7.2 The National Extension Service Blocks (and Community
Projects where possible) would be extended all over the country to
help and speed up the improvement of living conditions in rural areas.

7.3 Because of the urgent need of increasing the production of
foodstuffs and raw materials, the highest priority would be given to
the setting up of a State Bank, as recommended in the Report of the
Rural Credit Survey Committee, for the supply of agricultural credit.

7.4 The same or an associated system would be used for the
supply of credit, raw materials, and marketing facilities to the house-
hold and hand industries through an organization of co-operatives
with the support (or the direct participation or partnership) of
Government.

7.5 Asan increase in the caloric value is not enough fora
balanced diet, concerted efforts must be made to increase the supply of
food of higher nutritive and protective value such as fruits and vege-
tables, mitk and milk products, eggs, fish, meat, etc.

7.6 Continuing efforts must be made to increase the production
of milk products by improving the quality of cattle through the intro-
duction of better breeds, by increasing the production of fodder crops
and cattle feed, and by providing better veterinary services by
increasing the number of trained veterinary surgeons and veterinary
assistants

8 Health :—There must bea rapid increase in the care of
health. A national health service would be established in the rura
areas with paid health assistants in charge of a group of villages who
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would wotk in contact with fully trained physicians. The number of
dispensaries ?nd hospitals, and fzzﬂmﬂ for medical training would be
increased in urban areas.

9.1 Education :—There muyst be a rapid increase in literacy,
i of teachers, and better organization of educa-

m
tion at all levels,

On the basis of merit, able students,at all levels and in
increasing numbers, must be provided with adequate living and educa-
tional expenses to enable them to receive education up to the highest
standard according to capacity without regard to sex, creed, caste, or
isocial status of the parents. Special educational scholarships and
facilities must also be provided for women and backward groups and
communities.

10.1 Social security and welfare :—Existing Social security
schemes such as Employees State Insurance and Provident Fund sche-
mes would be expanded. A scheme for unemploymeng; benefit in the
}\f‘grm of paid attendance at training centres with placeinent facilities

ould be introduced in urban areas.

102 There must be increasing provision for the social welfare
of children (foundling homes, creches, nursery schools, hea};th and
eation centres, etc.), of women (houses for widows, des jute ang
serted women; maternity, health, and family planning centtfig) of
nile delinquents (remand homes, schools, after-care hostel
handicapped (homes, schools and workshops for the blind b
the dumb, the crippled. and the mentally deficient or ili},and homes
for the aged and the infirm.

11 Sports and cultural pursuits :—Increasing facilities must be

provided for sports and health activities, educational and cultural
broadcast and cinema ; and the promotion of literature, music, drama,

art and other cultural pursuits. .

12 Housing :—Better housing must be provided especially for
factory workers and poorer sections of the people in urban areas.

13  Social overheads —Expenditure on_housing, health, educa-
tion, social security and welfare, sports and cultural pursuits, and
housing would necessarily increase pucl;asmg power and Create ‘d,dl'
tional demand for consumer goods Which must be met by increasin
the production of additional consymer goods through household an
.hand-industries in the first instance.

141 Balanced development and controls:~With the stepping
up of production of both producer, and consumer goods, it wo: X
-necessary to provide for adequate increases in the supply of electri-
city and tuels, irrigation, transport, and communication. Proper balan-
ces must be maintained between different sectors so that produc-
Yaom 18 not nampered oy ‘bortiene ks.

The ai i Id be to avoid shortages giving
ine to flatiomani O e e hand and over-production with
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talling prices on the other hand. In the case of falling prices, especially
of consumer goods, the demand would be stimulated promptly by
increasing ‘purchasing power through investmentsin the public sector
and through expenditure on social services and by open market opera-
tions by Government.

143 Government wou!d acquire and keep adequate reserves
of foodgrains and important raw materials produced by agriculture
to provide against emergencies of short crops in bad yearsand to
maintaip prices profitable tg peasants in years of exceptionally plenti-
ful crops. is would maintain a minimumievel of peasant incomes,
stimulate production, and promote the welfare of both peasants and
the working class in urban areas.

144 Shortages may, however, develop in the short run which
would be dealt with as they arise by appropriate methods such as
Government intervention in the market, Government trading,
physical controls, rationing, and similar measures. Also, the production
programme would be adjusted as necessary to restore equilibrium
between supply and demand as quickly as possible.

14.5 Rationing of foodgrains, clothing, and similar essential
commodities would be "avoided. Control over consumption, when
necessary, would be related to the shortages of specific physical
resources.

13 Regional development :—Special attention must be given to
regional development to reduce disparities in economic opportunities
and the level of life between different States.

16.1 Technical training and scientific research :—A bold plan
will require a rapidly increasing technical staff to prepare the various
projects as well as to implement them. Training facilities must be
expanded sufficiently quickly to turn out technical and scientific
personnel in adequate number at all levels.

16.2 Scientific and technological research would be expanded
and oriented to serve the needs of national development in an
effective manner. The National Laboratories, Universities and
other scientific institutions and organizations must undertake co-
ordinated researches in accordance with national needs.

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

164 The survey of natural resources, especially prospecting
for oil and minerals, must be greatly and rapidly increased through
State Organizations.

17.1 Expansion of the public sector :—Key industries would be
established and developed in the public sector generally in accor~
dance with the Industrial Policy Declaration of 1948 as interpreted
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in %cember 1954, Government would also take up the factory
production of certain consumer goods which are of strategic impor-
tance for the growth of the national economy.

17.2 The public sector must be expanded rapidly and relati
faster than the private sector for steady advance. fﬁfﬁfﬁ'ﬁa&"g
;@_gt_eiﬁ_?_f:_ggr;omy. In “order "to~make “available large capital re-
sources for ifivestment and national development and to facilitate
the implementation of the Plan, Government will be prepared to
enter into such activities as banking, insurance, foteign trade or
internal trade in selected commodities.

17.3 Government would also promote enterprizes in partner-
ship with the private sector so that, although Government would
hold a controlling share, initiative can be left to private management
subject to policy decisions by Government.

181 The priwvate sector :—A large majority of the population
would be engaged in household production in agriculture, in hand-
industries and in various services 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. The private sector would be helped by
Government by the supply,_of credit, raw materials, and marketing
faacilities to undertake production in accordancewith the Plan:

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

184 The private sector would enjoy the advantages of an
assured and a_growing market in an expanding economy, and thus
of reduced risks and uncertainties.

19.1 Finance and foreign exchange :—l.arge financial resources
would be required for the Second Plan. A small portion would
come from sterling balances or foreign loans and aid; and the bulk
of the resources must be found from within the domestic economy.

192 The tax system would be directed to collect an increasin
part of the growing national income in order to permit greater capita
formation in the public sector and to finance an expansion of social

services.

19.3 The public sector would be extended to industrial and
commercial activities where necessary for raising resources for publeg

purposes.

19.4 Deficst financing would be undertaken on wale
necessary to bring about the greatest possible expansion of ;&m
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;,‘;.‘, permanent and all-embracing rationing of

v
irisa

anspicuous consumption would be discouraged by gradu-

19 .,,:J,V,‘A. oy
ated excigé daties; and a more equitable distribution of income
would be assured by taxes on property and unearned income.

'y

196 Ejcie duties would be levied to raise additional resources

and also to niintain desired price partities between different sectors.

¢

19.7 Steps would be taken to promote exports : and the import
of non-essential and luxury goods would be discouraged by heavy
dutides in order to release foreign e¢xchange resources for more urgent
needs.



Chapter Two
TARGETS OF PRODUCTION

11 The targets of production (mostly in physical quantities) of
some important items are shown in Table 1. The physical unit
is given in col. (2) and actual production for 1950-51 and 1953.54
in cols. (3) and (4) respactively. Estimates for 1955-56 and planned
target for 1960-61 together with the estimated increase (in percen-
tage) during the plan period are shownin cols. (5), (6) and (7)
respectively.

12 The above targets are provisional. Estimates of require-
ments and likely supplies have been examined in a general way on
available information. Thg next task is to carryout a_detailed check
and make necessary adjustments on the basis of projects to achieve
internal consistency in the form of a balanced supply and demand
of material and labour resources. Such balancing must also have a
.proper phasing over time so that neither serious bottle-necks nor
excessive supplies emerge 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 mumber shown within brackets
after each item gives the serial number of the same item in Table (1).

21 Electricity (1) :—Planned electrification must be a main
link in economic development in India. The hydro-electric projects
started in the First Plan must be continucd on an increasing scale in

the Second Plan.

2.2 Regional grid-systems combining both thermal and hydel
power stations must be planned to secure the best use of local fuels
(low grade coal, lignite, etc.) and of installed capacity by large
consumers (electric-intensive industries like aluminium, alloy-stee
etc.) keeping in view the development of a future super-grid for
India as.a whole.

23 Small power stations (hydel and diesel) would also be
developed for urgent requirements in small towns and rural areas.

24 The use of electricity for small-scale and household
industries, irrigation by tube-wells, etc., must be steadily increased.

. 25 The production of electricity must forestall the growtk
of industrial production ;and the installed’ capacity must increase
from 2.8 million kilowatts in 1953-54 to 6 million kilowatts in 1960-61,
that is, must be more than doubled, Also, the utilization of capacity

must be i
1n
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3.1 Coal (2) :—The production of coal must be increased from
37 million tons in 1955-56 to 60 million tons in 19€0-61 (an increase
of about 62 per cent) which would be difficult to achieve but should
not be impossible,

3.2 There is great wastage at present of high grade coking coal
of which supply is short. Necessary Government action must be
&ken without any delay to prevent such wastage and to promote

tter conservation.

4.1 Synthetic petrol and produsts (3) :—India is short of petrol
and meets most of its requirements by imports. In addition to
increasing oil-prospecting as quickly as possible, a State plant to
produce about 300,000 tons of synthetic petrol must be installed
during the Second Plan, and future production must be increased as
necessary.

42 The above plant must also be used to establish a tase for
the development of associated chemical industries.

51 Steel (4) :—India has vast resources of iron ore; and
increasing production of steel must be made an important link in
economic gevelppment. The installed capacity would be increased
to 6 milliem tons and production to 5 million tons by 1960-61.

92 Necessary action (in the way of establishing a heavy
machinery industry and promot#dn of metgllurgical research) must
be taken in the Second Five Year Plan te build up the base for the
future expansion of the installed capacity of steel by at least one
wiillion ton per year from 1961

. 5.3 Increasing production of steel would supply a secure founda-
tion for the fabrication of plants and machinery of all kinds, expansion
of construction work and of railways and transport generally., If
necessary, steel can also be exported to neighbouring countries which
are in urgent need of it.

6.1 Aluminium (7) :—India has large reserves of bauxite and
the production of aluminium must be rapidly increased to take the
place of copper which is in short supply and mostly imported.
Increasing production of aluminium would, in its turn, facilitate
electrification ; and the production of both electricity and aluminium
must be continuously increased at the same time.

6.2 The production of aluminium should be increased from
about 5 to 40 thousand tons during the plan period. One or more
aluminium plwnes must be estatlished in the public sector for this

purpose,

7 Manggmese ore (8) :—The extraction of manganese ore must
be incremsed and some ot the ore must be converted into ferro-
manganese before export so as to retain a part of the value created

hy semi-manufacture,
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8 Cement (9) —The production of cemént must be increased
from 46 to 10 million tons or more thén doubled during the second
plan period. The production of other building materials must be
increased proportionately to avoid shortages and bottlenecks in
construction work.

9.1 Fertilizers (10) :—The production of nitrogenous fertilizer
must be increased by abcut three times by establishing at least three
more factories of roughly the same capacity as Sindri.

9.2 Fertilizer production must als6 be steadily and continuously
expanded along with irrigation to secure a rapid increase in the
outuyn of agricultural crops in future.

Ql

10 Heavy chemicals (11) :—The production of sulphuric acid,
soda ash and caustic soda must be increased by 1960-61 to roughly
four times of the actual production in 1953-54.

11.1 Heavy Machinery (12) :—For rapid industrialization 1t is
essential to fabricate plants and machinery at home. To instal a
plant for the production of one million tons of steel 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 investment
ot Rs. 150 crores to establish large engineering workshops to fabricate
machinery needed for producer goods plants. An immediate aim
would be to manufacture every year msot of the machinery required
for installing a one million ton capacity steel plant.

_ 112 Investment of Rs. 40 crores is contemplated for establish-
ing plants for the manufacture of heavy electrical equipment.

11.3 The production of machinery for the manufacture of con-
sumer goods (textiles, etc.) 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) :—The annual production of
locomotives must be increased from 100 to 400; of wagons from
7,000 to 20,000 ; and of coaches from 800 to 2,000 per year so as to
attain self-sufficiency in rolling stock by the end of the plan period.

13 Jute textiles (14) :—Immediate steps should be taken to
ensure a fuller use of the existing capacity and to see that by 1960-61
“he full rated capacity is utilised.

141 Factory-made consumer goods :~The factory production
Jf essential consumer goods would be increased in such a way as to
prevent competition with the household and hand-industries.

142 Cotton textiles (15) := r&ductiou would be increased to
5500 million yards per year by 19¢0-61, the additional production
being used mainly for exports. (The remaining part of the “internal
d2mand would be met by hand-made cloth.)
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143 Woollen textiles (16) :—Manufacture of woollen textiles
should increase by about 25 per cent during the second plan period.

14.4 Sugar (17) and Vegetable oil (18) :—The production of
sugar must be increased (preferably through co-operatives) by about
50 per cent and reach 2.1 million tons. A rise by about 33 per cent
of the production of vegetable oil will be necessary.

14.5 Paper (19), bicyles (20), sewing machines (21), and electrical
goods (22) :~Production must increase by roughly between 40 per
cent and 100 per cent to meet anticipated increase in demand and also
partly for export.

151 Hand-made sonsumer goods :—Every 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 Khad: and handloom (23) :—Production would be increased
t135 53_25049)mi11i0n yards (from the level of about 1,200 million yards in

153 Production of other hand-made articles must be increased
by from 20 per cent to 40 per cent.

16.1 Agriculture and allied pursuits —The production of
cereals (28) must be increased from 56 million tons (in 1953-54) to
63 million tons in 1960-61, and of pulses (29) from 10 to 13 million tons.
This would make the country self-sufficient in foodgrains at a some-
what higher standard of consumption than at present.

16.2 Cotton (32) :~QOutput must increase by 38 per cent to 5.8
million bales so that the net import of cotton can be considerably
reduced by 1960-61.

16.3 Sugarcane (34) :—Qutput must increase to 7.5 million tohs
of raw sugar (50 per cent increase).

16.4 Milk (37) :—Production of milk and other edible animal
husbandry products should go up by about 25 per cent.

17.1 Irrigation (41) :—In order to achieve the agricultural
targets mentioned above, the total irrigated area must increase from
70 to 100 million acres.

17.2 Special attention must be given to devising suitable
measures for flood control.

18. National Extension Service and Community Projects (42):—
Vigorous organization and persistent efforts would bte required for
the expansion of production in agriculture and in household and hand-
industries. NES blocks, which can supply a convenient machinery
for this purpose, must cover the entire country by the end of the
Sécond Plan.
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19, Transport :—Railway tracks (43) would be increased by
3,000 miles (9 per cent increase) ; passenger miles (44) and Freight
miles (45) by 30 per cent and 40 per cent respectively. National
highways (46) would be increased from 12,500 to 17,500 miles (40 per
cent increase) and State roads (47) from 20,000 to 35,000 miles {75
per cent increase). Shipping tonnage (48) would increase from 525,000
(in 1953-54) to about 1,500,000, an increase of 185 per cent.

20.1 Education :—The number of pupils in schools betweeav the
ages of 6 and 14 would increase from about 29 millions in 1955-56 to
aggut 46 millions in 1960-61.

20.2 The expenditure on technical training, higher education
and research (53) must increase by 75 per cent.

21.1 Health :—The number of hospital beds (54) must increase
from 112,000 in 1953-54 ‘to 250,000 in 1960-61; and the number of
registered doctors (55) from 65,000 in 1953-54 to 90,000 in 1960-61.

21.2 Two new cadres of junior and senior health assistants (56)
would be created with two levels of training of two years and 4 years
respectively. Each junior health assistant would be placed in
charge of a group of 10 villages or one NES block and one senior
health assistant would be in charge of 5 such groups or 5 NES blocks
together with one registered doctor in charge of two such units or
10 NES blocks in such a way that the whole of the rural area is
covered by the end of the Second Plan.

22 Urban Housing (57):—The number of urban houses must
increase sufficiently to provide additional accommodation for 3 million
families during the Second Plan,

TABLE 1=~Targets of Production for the Second Five Year Plan :
1956.57 to 1960-61

Uni Actuals Provisional sstimates
nit
Name of item 1950-5I 1953-54 1955-56 1960-61 percentage
increase
1) 6} 3 €Y 5) €6) )]
Factory Producer goods
1. electricity . m.kw 2.3 2.8 35 6.0 71
2 Coal s I, tons R 3 37 60.0 ]
3. synthetic petrol ... th. tons mil nil nil 300 —
4, steel . m.tont 1.1 11 1.3 5.0 285
5. pig iron (for foundries) ... m. tons - - 04 18 350
6, iron ore s m. tons 3 4 4 13 225
7. aluminium w th.ten® 37 3.8 5 40 700
8. mangahnese ore e . tons 1 2 2 5 7
9, cement we m.tons 27 4,0 46 100 108
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Uni Actuals Provisional estimates
Name of item e 1950-51 1953-54 1955-56 1960-61 percentage
increase
Q1) ()] A @ (%) 6) 0]
10. fertilizers o
(a) nitrogenous ... th. tons
nitrogen 9.2 61.4 90 560 300
(b) superphosphates ... th. tons 55 66 100 200 100
11. heavy chemicals
(@) sulphuric acid «s th. tons 9 120 150 450 200
(b) sodaash ... th, tons 45 56 75 200 167
(¢) caustic soda « th, tons 1 25 33 100 203
12. heavy machinery to
fabricate plants
(a) stee! and producer Rs.
goods (investment) crores nil ml nil 150 -
(b) electrical equipment Rs.
(investment) crotres ml nil nil 40 —_
(¢) consumer goods ... index — — 100 200 100
13. railway rolling stock
(@) locomotives nos,  nil 86 100 400 300
(¢) wagons o nos. 1095 6892 7000 20000 186
(¢) passenger coaches ... nos. 479 786 800 2000 150
14. jute textiles ... th.tons 892 864 1000 1200 20"
Factory consumer goods
15. cotton textile «. m. yds. 3718 4906 5000 5500 1(
16. woollen rextiles «w. m, lbs 18 20 20 25 2f
17. sugar ’ e M, tOns 11 1.1 14 21 5(
18. vegetable oil «s M. tons 1.2 1.4 1.5 2.0 35
19. paper ... th,tons 114 137 140 200 43
20. bicycles «« thousands 10] 290 500 1000 100
21. sewing machines ... thousands 33 68 90 150 67
22, electrical goods ... index — - 100 166 66

Hand-made consumer goods

23, khadi and hand-loom we m, yds. 742 1200 1600 3200 100

24. soap ... th, tons — - 28 40 43
25, footware we M. pairs —_— — 80 100 25
26. food industries we index —_ - 100 120 20
27. metalwares ... 1index — - 100 133 33
Agricultural and associated pursuits

2B, cereals we m, tons 41.7 56.1 56 63 13
29. pulses and grams " 8.3 9.6 10 13 30
30. togal foodgrains " 50.0 65.0 66 76 15
Wa s - 51 56 56 7.0 25
% opttom w mbales 29 39 42 58 38
3. Jute we m bales 33 31 5.0 5.4 8
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Actuals Provisionsl estimates
Name of item Unit  1950-51 1953.54 1955-56 1960-61 petcentage
incresss
o @ & @ ©®» ® O
34. sugarcane (raw sugar) ... m, tons 5.6 4.6 5.Q 78 m‘%
35, tobacco ... th, tons 257 256 250 300 2 -
36. tea e . tons 607 675 675 750
37. milk ... index - - 100 128
38. wool .. m.lbs. — - 40 50 P Jau
29, timber index — - 100 130 <
40. fish " - — 100 125 25
Rural development
41. 1rrigation m, acres 50 58 70 100 43
42, NES and community no. of
projects blocks —_ 479 1200 5600 367
Transport : railways
13, mileage s miles - — 34500 37,500 9
44. passenger miles ... index - — 100 130 30
45, freight index we ton-miles — — 100 140 40
Roads
46. national highways ... th miles 1L9 — 12.5 17.5 4
47. State roads ee " 17.6 — 20.0 35.0 bl
Shipping .
48, tonnage «we thousand 391 525 610 1,500 146
Social service : education
49. pupils: age 6-11 nos lakhs 187 — 236 380 ——
50. pupils: age 11-14 e " 34 —_ 51 80
51. percentage of students
pm age groups: 6-11 " 42 — 50 75 50
52. " " 11-14 ... " 14 - 20 30 50
53, technical training, higher Rs. crores
education and research index —_ —_ 100 175 75
Health
54, hospital beds thousand 107 112 125 250 100
55. doctors (registered) ... thousand -~ 65 70 90 2
56, health assistants .. index - — 100 300 200
Housnng
57. urban houses w. lakhs 101 - 120 150 25
Oommunication
58. post offices ws thousands 37 4 53 78 47
59. telegraph offices «. thousands 36 » 48 70 %
60. telephones 220 300 60 100

.. thousands 168
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APPENDIX
(PROVISIONAL)
COMMODITY BALANCES IN 1960-61

1. Attempts have been made to see, in a rough way, that the
targets given in Table (1) are consistent. This appendix gives
relevant information for five major commodities : electricity, coal,
steel, cement, and heavy chemicals.

2. Electricity :—The consumption of electricity in 1960-61 is
cxpected to be 20,000 million kilowatt hour (kwh) which should be
possible to secure from an installed capacity of 6 million kilowatts
(mkw) with a slightly higher rate of utilization than the present
rate. The following allocation of power in millions kwh is envisaged
in 1960-61 : iron and steel (2500), aluminium (1300), cement (1100),
cotton textiles (1500), fertilizers (1000), all other industries (56C0)
aggo(l)ight. small power, traction and all other uses (7000)—total
Lal), ).

3. Coal :—The industrial development envisaged would require
at least 60 million tons of coal. The allocation in million tons in
1960-61 is expected to be as follows: railways (14.0), electricity
(5.0), iron and steel (15.0), cement and bricks (5.0), cotton textiles
(1.5), jute mills (0.5), paper (1.0), fercilizers (1.0), other industries
4.0), iaunker and steamer service (2.0), domestic (7.5), synthetic
petrol (1.5) and all other uses (2.0)—total (60.0).

4, Steel :—The rough pattern of utilization in million tons in
1960-61 is given below: steel processing industries (1.5), railways
(0.8), industrial development schemes both public and private (0.8),
other Government development schemes including multinurpose
and State irrigation projects (0.2)., construction (0.5), industrial
maintenance and packing (0.3), defence 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 is as follows : all construction (6 4), cement products (0.4), railways
(0.5). roads (0.3), multipurpose and State irrigation projects (1.8) and
all other uses including export (0.6)—total (10.0).

6.1 Heavy chemicals :—Balances have been worked out for
sulphuric acid, caustic soda and soda ash.

6.2 Sulphuric acid :—The allocation in 1960-61 in thousand tons
will be as follows : ammonium sulphate (60), superphosphate (110),
iron and steel (90) and all other uses (190)—total (450).

6.3 Caustiz soda :—The allocation in 1960-61 in thousand tons
will be as follows : soap (30), textiles (20), paper (15), aluminium (5)
and all other uses (30)—total (100).

6.4 Soda ash :—The allocation in 1960-61 in thousand tons
will be as follows : glass (100), textiles (10), silicate of soda (10), paper
(10). other chemicals (25) and all other uses (45)— total (200).



Chapter Three
INVESTMENT AND DEVELOPMENT

1.1 Allocation of investment :—The allocation of investment

(or net capital formation) by broad sectors is shown below in
Table (2).

TABLE (2)—Allocation of Investment (Rs : crores)

Sector Public Private Total Percentage
M @) , 3) “ ®)
1. Electricity 450V 50 500 89
L2 Industry 1,000V 400%°) 1,400 25.0
8. Transport & communication 850 50 900 16,1
4. Agriculture & irrigation 750 200 950~Y 17.1
5. Construction 250~ % 1,100 1,350 24.0
- 6. Stocks 100 7 400 500 8.9
‘ TOTAL 3,400 2,200 5,600 100.0

1.2 Electricity includes both hydro-electric and thermal power
stations. Industry includes the household and hand-industries.
Construction includes residential houses, schools, hospitals, and
public buildings,

13 Strictly comparable figures are not available for the First
Five Year Plan, but the total investment in the public sector as
planned was roughly Rs. 1600 to Rs. 1700 crores and the same amount
was estimated for the private sector. Thus investment or net
capital formation through the public sector in the Second Plan would
be about double of the planned estimates in the First Plan ; and the

estimated investment in the private sector would be about 40 per
cent higher.

. 21 Allocation by industries :—The break-down of investment
by important industries is shown in Table (3).

TABLE (3)—Allocation of Investment by Industries

Industry Investment Percentage
(Rs. crores)
Q) ) (&)
1, Iron and steel 425 30.4
2. Synthetic petrol 80 5.7
3. Heavy machinery to fabricate plants for ' -
(a) steel and producer goods 150, 10.5?
(b) electrical equipments 4& 29;
(c) consumer goods . ‘
4. Cement, chemicals, etc, 100 1
5, Existing State enterprises 50 3.6
6. Aluminium 30 21
7. Minerals and prospecting ke 54
8. Feruilizers 100 7.1
9, Factory consumer goods 100 74
10. House-hold and hand-industries 200 143
TOTAL 1,400 100.0

3
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22 The provision for iron and steel includes expansion of
capacity of existing plants; three new plants (Rourkela, Madhya
Pradesh and one more) ; factories for the production of pig iron for
oundries, and miscellaneous items.

23 Along with the installation of onz synthetic petrol plant,
necessary action must be taken to train personnel and build up

experience through pilot plants for the establishment of associated
chemical industries. ,

24 The production of electrical appliances would include
electrical machinery (such as turbines, generators, transformers,

transmission equipment, etc.) required for hydro-electric and ther-
mal projects.

25 The heavy machinery industry to be established in the
public sector must be able by 1960-61 to fabricate machinery required
to instal every year a steel plant of a million ton capacity or plants
to manufacture producer goods of roughly equivalent value.

26 The aluminium industry must be developed to make the
country independent of imports of copper by 1960-61 ;and must
continue to be further expanded in future.

27 Geological surveys and especially prospecting for oil and
minerals by Government organization must be rapidly expanded.
Mining operations must also be greatly expanded. A provision of
Rs. 75 crores has been made for this purpose.

28 Rs. 100 crores have been provided for the installation of
fertilizer plants with capacity equivalent to roughly four times the
current production at the Sindri factory.

. 29 House-hold and small industries :—The greatest importance
fs attached to the expansion of the household and hand-industries as
ithis would be the principal method of liquidating unemployment
and also of creating a marketable surplus of consumer goods to meet
the increase in demand arising from investments in heavy industries,
construction work, and expenditure on social services. Rs. 200
crores or Rs. 40 crores per year have been provided for this purpose.

3.1 Public development expenditure :—In the First as well as
i the Second Plan certain items of current expenditure have been

included in addition to provision for investment. This is shown in
the following Table (4).

_ 3.2 Comparable figures for the First Five Year Planare given
in Cols. (6) and (7). The total development expenditure of Rs. 4,300
crores in the Second Plan is just short of double the planned develop-
ment expenditure of Rs. 2,248 crores in the First Plan,
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TABLE (4)—Public Development Expenditure

——————

Second Plan Firse Plan

Sector invest- current total percent percenmt total
ment
(Rs. crores) (Rs. crores) (Rs, crores) (Rs. crores)
¢} ) 3) “@ 5) (6) ¢
1. Electricity 450 —  w0fP 105
2. Agriculture, irrigation .
and rural development 750 200 950 22
3. Sub-total (1,400) 3B 44 990
4 Industry &mincrals 100047 100VT 1,100 26 8 178
5. Transport and
communication 350 100 950 22 24 536
a. Construction and
social services 250 500 750 17 24 54
7. Stock 100 100 2 — —
TOTAL 3,400 900 4300 100 100 2248

3.3 In the Second Plan there is a much larger actual ex-
penditure for industrial and mineral development (Rs. 1,100 crores
against Rs. 178 crores in the First Plan) ; and the relative proportion
is also much higher (26 per cent of total development expenditure n
the Second Plan against 8 per cent in the First Plan). The actual ex-
penditure in the Second Plan 1s greater but the relative expenditure
(as a proportion of the total) is less in all the other sectors.

4.1 Total development expenditure :—In addition to the current
dcvelopment expenditure included in Table (4), there are current
cxpenditures for purposes of development not included in the Plan.
The position is shown in Table (5) below.

TABLE 5—Total Government Expenditure (Rs. croves)

item 19?5-56 1960-61 towml
(cstimated) (estimated) Second Plan
m 2) ()] “

1. Non-deveclopment
(defence and civil

administration) 625 725 3,400
2. Development
{a) not 1 the plan 200 225 1100
{b) in the plan 600 1,100 4 300
3. Sub-total 800 1,325 5,400

———— e ——— rR—

TOTAL 1425 2,050 8,800
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42 The total Government expenditure is expected to increase
from Rs. 1,425 crores in 1955-56 to about Rs. 2,050 crores in 1960-61 ;
the total development expenditure would increase at the same time
from Rs. 800 crores to Rs. 1,325 crores ; and the development expen-
diture included in the Second Five Year Plan would increase from
Rs. 600 crores to Rs. 1,100 crores.

4.3 The total Government expenditure during the Second Five
Year Plan is expected to be Rs. 8800 crores out of which Rs, 3,400
crores would be non-development (defence and civil administration),
Rs. 1,100 crores development expenditure not included in the Plan,
and Rs. 4,300 crores development expenditure included in the Plan.



Chapter Four
EMPLOYMENT AND INCOME

1.1 Employment :—In ¥ndia a very large number of families
(comprising a majority of the population) are self-employed, many of
which use their labour ‘power only partially and thus suffer from
chronic under-employmept. They must be provided with opportuni-
ties ‘6f doing more work and thus increasing their income.

1.2 In the urban areas therc is a large number of persons
without jobs and seeking work for whom new employment must be
created. New work must also be found for roughly 1.8 millions of
persons who, on an average, would enter the working force every
year (calculated on the basis of a labour force composition of 40 per
cent of a net average increase in population of 4.5 millions per year).

2.1 The programme of production, investment, and develop-
ment (discussed in Chapters Two and Three) is expected to generate
a volume of employment shown in Table (6).

Table (6)—Estimated Volume of Employment in 19€0-61

(in millions) increase
Sector 1955-56 1960-61 actuals percent
(in millions)
1) 7)) @~ @ 5
1. Agriculture & allied pursuits 1095 1110 1.5 41
2. Mining & factory establishments 4.0 5.7 1.7 42
3. Household enterprises & construction 12,0 15.0 3.0 2
4. Communication, railways, banks, insurance 1.6 2.0 0.4 25
5. Wholesale and retail trade, transport (other
than railway), etc. 10.0 12.0 2.0 20
6. Professions, services (including Govt
administration) and the rest 14.9 17,3 2.4 16

TOoTAL 1520 163.0 11.0

2.2 1If the targets of production are realized then the problem
of unemployment should be brought under control by the end of the
Second Five Year Plan. Because of the rapid rate of industrialization
proportionately the biggest increase of employment, about 45 per
cent, would occur in mining and factory enterprises. The household
and hanf.‘l—mdustries. communicatidn, transport, trade, etc., would
have an increase of about 20 per cent or 25 per cent and the profes-
sions and services of about 16 per cent. Even in the Second Plan
labour would not begin to be drawn away from agriculture and allied
pursuits, but would increase at a small rate of the order of only 15
per cent, which would still mean an increase of 15 million persons in
the labour force in this sector.

23
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3.1 Income:—The net domestic output at 1952.33 prices had
increased from Rs. 91.9 abja in 1950-51 (the base year of the First Five
Year Plan) to about Rs. 103.1 abja (provisional estimate) in 1953.54.
This represents an increase of Rs, 11.2 abja or 12.2 per cent in 4 years
or just ower 3 per cent per yefT, part of this increase was prob-
ably due to exceptionally good agricultural crops in 1953-54 and
another part possibly to a partial correction of the previous under-
estimation of crops. If allowance is made for these factors the, real
increase would be probably about 10 per cent in 4 yearssn 2.4

32 In the Second Five Year Plan the rate of investment and
development would be roughly double that of the First Plan. The
rate of increase of income is alse expected to be roughly double or
about 5 per cent per year. The same estimate has been generally
corroborated from more detailed calculations by sectors on the basis
of the investment and development programme.

3.3 The expected increase in national income is shown in

Table (7).

TABLE (7)—Domestic Froduct of the Indian Union at 1952-53 prices
Rs. abja (=100 crores)

(actual) _(estimates) increase
Sector 1950-51 1955-56 1960-61 per cent
(V) (2) 3) D ()
1. Agriculture and allied pursmts‘p 452 52.8 634 20
2. Mining and factory enterprises't . 6.6 90 15.0 67
3 Household enterprises & construction !Q') 9.3 10.2 143 40
4 Communications, railways, banks, ctc. 3.1 36 4.7 30
5. Wholesale & retail trade. other transport 134 15.1 18.8 25
6. Professions, services including Govt,
administration and the rest 14.3 17.3 28 20
7. TOTAL 919 108.0 137.0 27
8. Population (millions) 3593 3837 4097 7

9. Per capita income (Rs.) 256 282 334 19




Chapter Five
FINANCE AND FOREIGN EXCHANGE

1. Rate of investment :—The planned net investment covering
both public and private sectors is Rs, 5600 crores over the period of
the Second Plan. The current rate of investment is about 7 per
cent : this will have to be raised to about 11 per cent of national
income by 1960-61

2.1 Resources for the public sector :—The total expenditure of
the Centre and State Governments combined is estimated at
Rs. 8,800 crores for the Sccond Plan asa whole (Table 5). Expenditure
outside the plan would increase from Rs. 825 crores in 1955-56
(estimated) to Rs. 900 crores on an average in the Second Plan. Ex-
penditure on the Plan is expected to increase from Rs. 600 crores in
1955-56 (estimated) to an average of Rs. 860 crores in the
Second Plan.

2.2 The total receipts from taxes and non-tax revenue, at the
current rate of intake of 8.5 per cent of national income, would
bring in about Rs. 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 Rs. 200 crores for
receipts from railways and miscellaneous items on capital account,
the total receipts from domestic sources, at current rates, would be
Rs. 6,400 crores.

! 23 This leaves a gap of Rs. 2,400 crores in the public sector.
lAs against this, external assistance may provide Rs. 400 crores. The
balance of Rs. 2,000 crores will have to be found at least in part by
resh taxation and profits of such commercial or industrial under-
akings as can be started in the public sector. The aim should be to
mit_deficit financing to a total of Rs. 1,000 to 1,200 crores. A
xation target of 9 to 10 per cent of national income as against the
resent level of about 7 per cent must be attained.

3.1 The budgetary position on the above basis is shown below :
TABLE (8)—Government Budget : 1956-57 to 1960-61 (Rs. crores)

expenditure receipts
(€3] 6)] (£
1. On the plan 4,300 1. on tl; revenue account o 200
2. Qutside the plan 4,500 2. loans from the public ;:
3. railways and miscellaneous funds 200
4. foreign assistance 400
5. sub-total X )
6. additional taxes and leans ani
profirs from State enterprises  800-
7. deficit financing 1,000-1,200
TOTAL 8800 8 TOTAL 8,800
——— —————— N ———————— U S

25
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3.2 A good part of the additional income in the Second Plan
would be created at lower income levels. The heavy industries
would take time to become profitable. Also, foreign assistance may
not be realised to the fullest extent. It would be essential, there-
fore, to keep a stringent watch on expenditure outside the Plan:
to make necessary adjustments in the price and subsidy policy of
Govertiment ; to reacglné"\ﬁ strata for tapping savings ; ang finally, to™ '
fake c¢Banges in the tax structure to raise additional resources
required to finance the Second Plan.

4.1 Fwnance of the private sector :—Investment in the private
sector is estimated at Rs. 2,200 crores out of which Rs. 1,100 crores
or about a half 1s for housing and Rs. 400 crores for industries.

42 With deficit financing of Rs. 1,000 to Rs. 1,200 crores by
Government, the banking system should be able to provide the
credit required for working capital. In fact, conditions of easy credit
are likely to emerge.

4.3 The newly set-up financial institutions (such as the Indus-
trial Investment and Credit Corporation) will assist the private
sector. The pattern of investment in the private 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.

5.1 Foreign trade and payments —Much larger imports will
have to be made of capital goods in the Second Plan. The total needs
would come to about Rs, 1,200 crores; adding Rs 400 crores for
imports of equipment for replacements, the total requirement would
be about Rs. 1,600 crores for imports of capital goods.

5.2 This must be met partly by increased production ot food-
grains, sugar, cotton, and petrol ; partly through foreign assistance and
withdrawal from sterling balances ; and by curtailment of non-essential
imports and promotion of cxports in every possible way.



Chapter Six
PLANNING ORGANIZATION AND ADMINISTRATION

1.1 Planning Organization :—Planning must be continuous and
flexible. In addition to the Five Year Plan, detailed annual plans
must be prepared every year. Targets, projects. and policies must
be continually re-assessed and reformulated to suit changing needs
and conditions.

12 At the same 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 secure 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 technical organi-
zation (consisting of economists, statisticians, scientists, engineers,
technologists, and administrators) must be established within the
Planning Commission for the preparation and continuing examination
of the national plan and for working out the various balances relating
to it. Technical units must also be established in the Central
Ministries, State Governments, and other agencies to prepare detailed
projects and estimates and to revise them as necessary.

1.4 There must be a continual two-way flow of information.
Plan targets from the top must be continually checked against
possibilities of realization at the level of projects. Possibilities 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 projects
afl wl%}l as for the assessment of the progress and implementation of
the Plan.

1.6 The information service and planning and project activities
must be closely related. The Central Statistical Organisation in associa-
tion with the Indian Statistical Institute must function as an integral
part of the planning machinery at the Centre. Following the same
pattern, the State Statistical Bureaux must serve as focal points for
:;.tatiftical services in connection with planning activities at the State
eve

21 Administrative machinery :—Planning on bold lines with a
steady expansion of the public sector and advance to a ialisti
pattern of economy would require the buifding up of appropriate
administrative machinery of a new type at all levels.

2.2 There must be decentralization, on business like lines, of
a7
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the day to day management of public enterprises with large delegation

of financial, administrative, and executive control to develop initiative

and responsibility at the periphery so necessary for efficient conduct of
siness enterprizes.

2.3 Attention must be focussed on the implementation of the
Plan—on getting things done at the right time—and rules of procedure
must, if necessary, be revised to ensure effective action. Secretariat
control of the present type must be replaced to a large extent by
control by truly autonomous public corporations set up by Govern-
ment or through the supply of credit by State Banks working under
the general guidance of Government in matters of policy.

2.4 Administrative difficulties inherent in the existing Govern-
ment machinery are likely to prove the greatest obstacle to efficient
planning. To overcome such difficulties, large organizational and
even constitutional changes may become necessary. The problem is
urgent and requires immediate and serious attention,

25 Government must rally public support in favour of the Plan;
and encourage and help non-official organizations to promote its

fulfilment.
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