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INTRODUCTORY

This memorandum^resentg) in brief outline a plan of 
economic development for India. The plan set out in it is 
not in any sense a complete scheme nor is its 
scope so comprehenave as that of the 
National Planning Committee to whose 
labours the conception of a planned economy for India is 
very largely due. C^r object is merely to put forward, as 
a b a ^  of discussion, a statement, in as concrete a 
form as possible, of the objectives to be kept in mind in 
eranomic planning in India, the general lines on which 
development should proceed and the demands which 
planning is likely to make on the country’s resources. It 
contains no reference to such essential matters as the 
organization, methods and techni(jde required for canying 
out a plan. For instance, neither the problem of distribu­
tion, which is vital to any scheme for raising the standard 
of living, nor the allied question of the control to be 
exercised by the state over economic activities are discussed 
in i t  These matters, the importance of which is fully 
present to our minds, are at present under examination by us. 
The results of this examination will form the subject of a 
separate report which we hope to issue at an early date. 
Meanwhile, in view of the prevailing interest in proMems 
relating to post-war economic devebpment in India, we have 
thought it desirable to publish in advance our views t^aniing 
some of the more fundamental aspects of planning so to
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simulate discusdi(»i and criticism of our proposals before our 
investigations of other aspects of planning are completed.

2. Underlying our whole scheme is the assumption 
that on the termination of the war or shortly thereafter, 

^  national government will come into exis* 
tence at the centre which will be vested•«sami»uon« —-------------------------------------
with full freedom in economic matters. 

The maintenance of the economic unity of India being, in 
our view, an essential condition of any effective plannmg, 
^  have assumed for the purpose of ourjplan that the 
future government of India will be constituted on a federal 
te is  and that the jurisdiction of the central government 
in economic matters will extend over the whole of India. 
We should, however, explain that this does not preclude 
the possibility of a regional grouping of provinces and 
States as an intermediate link in a federal organization. 
Such regional grouping will not disturb the economic unity 
of India, provided that, in important matters affecting 
economic development, the authority of the central govern­
ment is not impaired. We draw attention to this aspect 
of the problem because we think that no development of 
the kind we have proposed will be feasible except on the 
b^lB oFa central ̂ [recting authority which enjoys sufficient 
popular support and possesses the requiate powers and 
junadicfroaT

S. We contemplate that under the central govern- 
ment there will be a national planning committee in which 

the various interests concerned will be 
represented and to whidi the responsil^ty 
for drawing up plans will be del^fated. 

The actual execution of the plans will be t ^  fip îQg„Qf ja



supreme ecwio^c cojm^ working alongiiife 
planning commjttee under the authority q£ the cmttal 
government* The cx>-ordination of the duties asagned to 
these two committees and their relation to the various 
provincial and regional governments will be among the 
most important problems that will arise in connection with 
the constitutional aspect of our proposals.

4. The principal objective of our plan is to bring 
al^ut a doubling of the present per capita income within a 
period of fifteen years from the time that
the plan comes into operation. Allowing 
for an increase in population of 5 million 
per annum, which is the rate disclosed by the last decennial 
census, we estimate that a doubling of the per capita 
income within a period of fifteen years will necessitate a 
trebling of the present aggregate national income. To 
achieve this increase, we propose that the plan should be so! 
organized as to raise the net output of agriculture to a 
little over twice  ̂the^^r^ent*figure ™and that of industry, 
including Both far^anJsm all industry, to approximately 
five limes the present output. This would still leave our 
economy mainly agricultural in the sense that the greater^ 
part of the population would continue to be engaged in- 
agriculture and allied occupations although the present 
preponderance of agriculture would be considerably reduced.

5. It is an important part of our proposals regarding 
industrial development that in the initial stages attentton 
should be directed primarily to the creation
of indusSiSn^lKe"prcxluction of p ^ e r  
and capital goods. JNot^g h^  more 
sertoufdy hindered the development of Indians

8



resources durincf the war than the absence of these basic 
industnes and we c^iader it e^ntial tlmt this jack 
SSoSffiTbê  reme&d in as short a time as possible. Apart
w«-i~- irmiTV -IIIIII I, HI., II mifci-ifi. i f-* « » >»-*.»'**««». *■ • *•-

its importance as a means of quickening the pace of 
industrial development in India, it will have the effect of 
ultimately Ifedudng our depi^dence on foreign countries for 
the plant and machinery required by us and, consequently, 
of reducing our requirements of external finance. The 
pfoposal, however, is subject to this important qualificatton 
that provisbn should be made at the same time for the 
manufacture within the country of the most essential 
classes of consumption goods  ̂as otherwise a great deal of 
unnecessary hardship may be caused during the plannii^ 
pf^Od. We suggest that, in the production of these 
essen^l consumption goods, the fullest possible use should 
be made of small scale and cottage industries. This will, 
besides providing employment, reduce the need for pur- 
d ia ^ g  expensive plant and machinery.

8. We are well aware of the difficulties which may 
stand in the way of our objective being attained within 

so short a period. The execution of 
the plan will run counter to many deep- 
seated jsrejudic^ and traditions. In the 

initial stages it will call for a very large measure of 
personal discomfort and sacrifice. Political differences may 
make it difficult to set up the necessary constitutional 
machiiie^. The international situation after the war may 
be as not to pemut of the orderly continuance of 
constnictive aamties on this scale. If difficulties of tUs 
character supervene, the progress of the plan will be 
materiafiy' hampered* Nevertheless, we t l ^  that it is



worthwhile placti^ before the country a plan which, 
favourable conditions, can be realise^. The di6Bculdes we 
have indicated may delay the scheme but will not necessa­
rily make it impoi îble of achievement We have some hope 
that if the programme we have put forward makes an appeal 
to the country, that by itself will help in some measure 
towards securing the conditions necessary for its fulfilment. 
It may be pointed out that the fifteen-year period we have 
suggested is intended to cover only the execution o  ̂ the 
pian and does not include the time required for the neces­
sary preparatory work, which may take about three to five 
years. Once the machinery required for executing the 
plan is properly organized and ĝ ven sufficient courage and 
energy in thoi^ responsible for carrying it out, we do not 
think that the attainment of our objective within the period 
indicated is an extravagant hope.

7. The estimates of capital expenditure contained in 
the memorandum are of such colossal dimensions that the 
whole scheme may appear impracticable 
to people whose minds are still domi- nfSSTii 
nated by orthodox financial concepts. In 
matters of this kind, the war has been a great educator. 
Lord Wavell, in a recent speech in LcHidon, remarked: 
**It has always seemed to me a curious fact that money is 
forthcoming in any quantity for a war, but that no nadon 
has ever yet produced the money on the same scale to fight 
the evils of geap^—poverty, lack of education, uoempby* 
ment, ill-health*’. The answer to this questbn, wh^h has 
puzzled many an inquiring mind since the commencement 
of the war, is that iBpney or finance is not the master of k
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teal ca{ t̂al of a country consists of its resouix»s in materials 
and man-power and money is simply a means of mobilising 
these resources and canalising them into specific forms of 
activity. Looking at the problem from this angle, we are 
convinoed that the capital expenditure proposed under our 
scheme is well within the limits of our resources and that, 
from a business point of such expenditure will
constitute a sound ^ d  profitable investment for the 
countiy.

8. With regard to the several estimates of expendi­
ture, production and income contained in the memorandum, 

it is necessary to explain that, in view 
&̂ iunatory inadequate data on which many of

them are based, they are to be regarded 
merely as rough approximations and their value as 
more illustrative than absolute. Further, although most 
of the estimates are stated in terms of money, it is the 
quantimi of commodities and services they represent that 
we have primarily in view. Money is used throughout as 
a measuring rod only; and in order to keep the measure 
uniform, we have based all money figures on the rupee at 
approximately the average price level which prevailed 
during the period 1931-39.
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REQUIREMENTS OF A MINIMUM STANDARD

9, The ultimate objective of any planning should be 

to increase the volume of India’s economic production to 

the fullest extent which its natural resources
 ̂  ̂ MiniBBtun

would allow. The plan we propose, however, »tuidua
defined

is limited to a period of 15 years and has 
the modest aim of securing a general standard of living 
which would leave a reasonable margin over t ^  niinimum 
requirements of human life. In order to give some idea 
of the standard of living at which we aim, we propose in 
this section to define in concrete terms what, in our opinion, 
are the minimum requirements of human life under existing 
conditions in India. These include, teides the ph^iolc^ical 
necessities of life like food, clothkig and Reiter, also ^m e 
provision for medical relief and education. In a later 
section we shall discuss what further provision is required 
for a reasonable standard of living such as we aim at 
and on what lines a plan for securing this should be 
framed.

10. Although India is an agricultural countiy, a
large proportion of its population does not get enough 
food to eat. A still larger proportion fails ^
to obtain the right kind of food. Studies
made by nutrition experts suggest that a well balanced
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nutritive diet for an adult person in India should be 
as follows:

OUKOSS PBR DA.Y PER. ADULT

Cereals 16 Fruits 2
Pukes 8 Fats & oils 1*6
Sugar 2 Whole milk 8

6 or Meat, fish and eggs 2*8

8

11. The energy value of this diet is 2,600 calories. 
Maldng allowance for some wastage in the kitchen and at

the table, the per capita requirements of
wrof̂ nient ^ balanced diet in India would amount to

about 2,800 calories per day. The available 
supplies of food, even if they are equitably ^i^ributed, 
would, however, fall short of this by a large margin. To 
secure a balanced diet for our population, a considerable 
increase in our food production would therefore be 
necessary. It is estimated that at pre-war prices the cost 
of a balanced nutritive diet of the type mentioned above 
would be approximately Rs. 65 per annum for a growing 
adult and very little less for a growing child. At this 
rate an annual expenditure of. Rs. 2,100 crores would be 
required to te p  our exiting population, 889 million, well 
nourishedĵ ^̂

12. Next to food comes clothing, considered in its 
utilitarian rather than social aspect. The quality of cloth

required differs according to the climatic 
ci«tkksc m«d> conditions of the country, the habits and
imiiners of living of the population and its income. 
Coaditioas in these respects differ widely in the different 
parts of India and it is therefore difficult to fix any 
particular standard for the country as a whole. On the 
b a ^  of consumption in other countries it is, however.



possible to arrive at a rough standard. At the peak levd 
of textile output, which was reached in 1928-29, the am age 
^  capita consumption of textiles, consumed largely in 
persona! and" hoiisehojd uses, anK>unt̂  to 42 yards 
fOT the world ^  a whole. For some of the individual 
countries for which comparable data are available, the 
consumption of cotton textiles alone was as follows;

Consumption of cotton pieoeqoods pe r  capita  in  1929* (in  yards)

U. 8. A. 64*0t Malaya 80*6 Brazil 18*9
Canada 87*7 Denmark 80"0 Iraq 16-9
Sweden 86*0 Japan 21’4 India 16*1
Germany 34*0 Egypt 19*1 Greece 15*0

13. In the light of these figures, the estimate made
by the National Planning Committee of the minimum
requirements of clothing in India vis. 30

, t. j  j  Cost of clotikfaifyards per person may be regarded as
reasonable. To reach this norm, India would require on
the basis of the 1941 population figure 11,670 nation
yards of doth and its cost at the rate of 8J annas a yard
would amount to Rs. 255 crores.

14, Adequate shelter against sun and rain and 
against the inclemencies of weather is yet another of the 
essential primary needs of human life. On
the basis that a person should have about
3,000 cubic feet of fresh air per hour, the accommodation 
required would be about 100 square feet of house room 
per person}. The quality of houses required, however, 
depends to a large extent on social traditions far more 
than on physical needs, “The house is not only a shelter

* Tht World T«UUe Industry—-IHeonoTmc d  Social Pnsbltmt, Vd, i ,  p. 168. 
tSq . ydi.
} Etport of the Bent JB!ngui*y CommiiUet Somboiii-^ToL m , P art VI, p. S}.
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6:0111 the weather and a place for preparing food and 
sleeping; it is also a centre of a complicated social ritual”. 
The figure we have taken is the minimum determined 

physical needs alone. The number of houses in India 
according to the 1941 census is 76 million : 10 million in 
towns and 66 million in villages. The number of persons 
per house, which was 5 in 1931, increased to 5*1 in 1941. 
It is not possible to indicate the average housing space 
avjulable per person although the information regarding 
industrial cities shows the existence of overcrowding of 
an extreme type. In the Bombay province, for example, 
the average floor space per person in industrial areas was 
27’68 square feet in Bombay, 43*04 square feet in 
Ahmedabad and 24*03 square feet in Sholapur in 1938.

16. If we are to provide 100 square feet of house 
room per person, which has been mentioned above as the 

minimum needed, the average house should 
Cost of hottting have an area of at least 500 square feet
so that it can accommodate 5 persons. In rural areas 
the cost of building such a house is assumed to be in the 
neighbourhood of Rs. 400 and in urban areas twice as 
much. In order that housing may come up to the 
^tanfcd we have laid down, a fairly large proportion 
^_the existing houses both in rural and urban areas 
ti^uld be rebuilt and substantial provision should also 
be made for new houses. On a rough estimate, the total 
expenditure required for this would be about Rs. 1,400 
crcffes. At 7 | per cent of the total capital expenditure 
including the value of existing houang, the yearly cost of 
roaintenaiioe would be Rs. 258 crores.
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16. If the house is to serve its purpose also as a sods l̂ 
centre) in addi^mi to providing accommodation, it must 
•conform to certain standards regarding site,
type, ventilation, lighting, heating, waste oihSSd 
<iisposal, water supply etc. But these 
standards will vary according to a number of factors 
like climatic conditions, availability of land, traditions etc., 
and will have to be fixed to suit local conditions.

17. Apart from meeting the physiological needs of 
life mentioned above, an important aspect of the minimum 
standard of living which we wish to lay 
dowh for India is that every individual 
ishould be able to maintain a reasonable
standard of health. At present the general standard of 
health in this country is admittedly poor. The following 
figures would give some idea :

11

Present state 
of hedidi

Infant mortality:
deaths under one! Expectation

Birth & death year per 1,000 of life:
rate per 1,000 live births (years)

B irth D eilTH Male F em ale

Oanada 20*8 9-6 G1 58*96 60*78
U. S. A. 17-8 10*6 48 60*60 64*50
Oermany 20-3 12-3 60 59-86 62*81
U. K. 15-3 12-2 63 60-18 64-40
Australia 17-7 9-9 38 63*48 67*14
Japan 27*0 17*6 114 46*92 49-68
India 33-0 21-8 <Si-> 2 6 * ^ <IMS5

18. Satisfaction of the primaryjie^, of lifĵ  would 
go a long way towards attamir^ a reasonable standard of 
hea!& for our population but measures 
specially directed towards this purpose would imWteUiliSk 
be essentiS These" broadly fall into two

measures lik» sanitatkxi, water*



supfî y, vacdnation and anti-epideimc precautions, maternity 
and cMd welfare etc., a ^  (5)„ curative n ^ sures like 
the provision of adequate medical facilities.

19. Such preventive m e^y ies^  ha3ffiJbeen_adQiltĵ
so far haye_toudied but the fringe of the problem. Only 
^ in respect of vaccination against small-pox

imTWHiiTe has some prc^ess been made but the number 
”****”” * of deaths due to this disease still continues 
to be large. The average figure for the quinquennium 
1985-39 was 67,130 in British India alone. “ The fact 
that vaccination and re-vaccination should eliminate the 
disease altogether emphai^ses the importance of making 
further efforts for the effective immunization of the people*’.* 
In respect of water supply it is known that out of the 
1,471 towns in British India in 1939, only 268 towns 
with a population of 13 million had protected water supplies 
and the poation of conservancy and sanitation was no 
better. In rural areas the position is still worse. Provision 
for maternity and child welfare work both in urban and 
rural areas is extremely inadequate. The fact that more 
than 50 per cent of the deaths that occurred in 1939 were 
among those who come within the scope of maternity 
and child welfare services fully bears this out.

20. So far as medical fadlities are concerned, in 1939 
there were about 7,300 hospitals and dispensaries in British

 ̂ India with provision for about 74,000 beds.
The average population served by each 
hospital and dispensaiy works out to about

41,000 and the proportion of population per bed is 4,000.

• Annual RepoH of th« PtMtc Htalih Commiatumer wtth the Qommmmt of 
U&iAfm i m ,  p. SO. *
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The niimber of doctors and nurses m India is 4S^000 mnd 
4,500 respectively^ which means one doctor per 9,000 
persons and one nurse per 36,000 persons. The compamdve 
figures for the U. K, are one doctor per 776 parsons and 
one nurse per 485 persons.

21. For a minimum standard of living’ thê  
which we should like to h j  down in respect of  preventive 
and curative measures include the following:------ ---------------  ̂ --
( t )  proper arrangements jn_ respectof hmttiA
samtation^and water supply in rural and itMdiMti
urban areas; (u) a dispensary for eveiy y i l l ^ ; (m J
g^eraf hospitals and m a t^ itj jqlinics in towns j apd 
(w) specialized institutions fQrJbjS t̂iaealtaimtJ^  ̂
cancer, leproi^, v ^ re a | dis^s^ete.

22. Sanitation and conservancy in rural areas depend 
largely on proper instruction and education and could be 
substantially improved by means of well
organized effective propaganda. In urban 
centres, however, special measures would 
be necessary. Arrangements for adequate water supply 
will be required not only in urban areas but also in 
villages many of which suffer from scarcity of water. It 
is difficult to estimate the amount of capital expenditure 
that sanitation and water supply on this scale will involve 
but a figure of 100 crores of rupees will not be wide of 
the mark. At 7 J per cent the cost of maintenance would 
be Rs. 7^ CFores per annum.

23. The village dispensary should be in charge of a 
qualified doctor assisted by two qualifbd nurses, one of

*7. B. Orant Th* Health af In(iwi<~Ozford PaitapUlels oa

IS



whom at least should be a trained midwife. This staff 
would be able to carry out most of the 

Village preventive and curative services necessary
dinwiiM nes \  , , , . r  » *

for improving the health of the village. As 
the average population of a village according to the 
1941 census is only 617, normally they would be 
able to attend to vaccination against smallpox and 
innoculation against other infectious diseases whenever they 
show signs of breaking out in an epidemic form. They 
would render adequate medical aid to the sick and also 
attend to maternity cases. They might also be entrusted 
with the work of medical inspection of the village school.

24. The cost of building a dispensary with an area
of about 1,200 square feet would roughly amount to

Rs. 1,000 and the initial equipment would
Co*t of cost an equal amount. The running expenses

of the dispensary which would include the
salary of the staff and the cost of medicines are likely to
be in the neighbourhood of Rs. 2,000, assuming that a
certain amount of voluntary and part time help of practising
doctors would be available. The total cost of maintaining
rural health on this basis would amount to :

Bttildmgs and initial equipment Rs. 182 crores
Running expenses per year „ 132 „
Maintenance of buildings and equipment 

at per cent per year of capital 
espenliiture „ 9*9 „

For urban areas we would suggest 
average a hospital with 40 beds for every 10,0^

As the average population of a town in 
General Jndia IS 18,365, this would mean generally
hospitals ,  ̂ 1 ,

two hospitals per town of 40 beds each 
or one hospital of 30 beds. In addition to meetii^

14



tlw needs of the local population, the general hosptals 
in town$ should serve as centres for expert advice and 
specialized treatment to sick persons in neighbouring rural 
areas. The capital cost of a hospital of this nature with 
40 beds would be in the neighbourhood of Rs. 40,000 
and the running expenses, which would include the salaries 
of doctors and nurses, expenses, of indoor patients etc., 
would amount roughly to Rs. 28,000 per annum. Here 
again it is assumed that to some extent voluntary and 
part time services would be forthcoming. The total cost of 
general hospitals in towns would thus amount to :

Buildings and initial equipment Rs. 22 oroves-
Running expenses ^er year „ 15 „
Maintenance of buildings and equipment at

per cent per year of capital expenditure „ l*o „

26. Besides general hospitals, ever^ town in Jn^lia 
should have adequate provision for maternitj § r̂jifies. In 
the year 1939 the number of maternal 
deaths arising out of child birth amounted 
to 2,00,000 and it is considered that 80 per 
cent of these deaths could have been prevented if adequate 
maternity ser'wces had been available. As the Indian 
Medical Review puts it “it is the right of every woman 
to have skilled attendance during pregnancy, labour 
and the puerperium'\* In rural areas the midwiveS; 
attached to the dispensary should be able to render all 
necessary help in this respect to expectant mothers in their 
homes. But in towns it is necessary to have special 
institutions for this purpose. A maternity hospital with 
80 beds should meet the requirements of the average popu­
lation of a town in India in this ipatter. The cost of

* M4tSieai Betnm , 29SH, p. 186*
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buitding such a hospital and providing it with initiai 
equipment would be in the vicinity of Rs. 80,000 and a sum 
of Rs. 24,000 would cover its running expenses. The 
total cost of maternity clinics for all the towns in India on 
this basis would be:

Baildings and initial equipment Rs. 8 crores
Running expenses per year „ 6 „
Maintenance o! buildings and equipment at 

7^ per cent per year of capital expenditure „ 60 lakhs

27. Special institutions for the treatment of tuber­
culosis, cancer, venereal diseases, mental disorders etc.,

would have to be provided at suitable places 
taSHSnT* would probably require accommodation

for about 150,000 beds. The capital cost 
of housing these institutions and supplying them with 
equipment would on a very rough estimate amount to 
about Rs. 19 crores and would require a recurring 
expenditure of about Rs. 11 crores. The cost of maintain­
ing buildings and equipment would be Rs. 1*5 crores.

28. The total cost of the various health and medical 
^  public services mentioned above would be :

nMith

(Rs. crores)

Sanitation, water supply etc.
Rural dispensaries 
General hospitals 
Maternity olinios 
Specializied institutions

Total

29. That every person above the age of 10, slpuM 
be able to read and write and to take an intelligent interest

16

Non­
recurring Recurring

cost coat

100 7-6
182 U l ’9
22

8 6-6
19 12*6

281 186t0



to private and social life Is yet another of the coos^twents 
of a miniwSm standard of living which we 
should like to bring within the reach of every •docaOoMi 
in3mdu3^ in this country. The percentage 
of literacy above the age of 6 in India to-day is 14*6. In the 
advanced countries of the world it is more than 80. “Extreme 
forms of poverty’̂  it is maintained “ will prevail amongst the 
masses in India as long as the overwhelming majority of 
the Indian people are able neither to read nor write.”*

30. To provide adequate facilities for primarj  ̂educa­
tion, it is necessary to have a school for every villa^ at le^t

17

up to five forms. Construction of suitable 
buildings with equipment for this purpose, eduoatioas
consisting of two rooms, 20' x 30' each, in ******̂
rural areas would cost nearly Rs. 66 crores. In urban 
areas, assuming that a room 20' x 30' is necessary for 
about 30 students and that the cost of buildings would be 
twice as high as that in rural areas, the cost of establishing 
primary schools would amount to Rs. 20 crores.

31. The recurring expenditure on primary schcx̂ ls 
consists largely of the ^salaries of teachers, which are very 
low at present and which will have to be Primary
increased. According to some educationists 
it is possible to reduce the incidence of these 
salaries substantially by introducing suitable reforms such 
as increasbg the number of students per teacher, introducing 
the part time system, framing suitable curricula etc. Increase 
in the number of students per teacher would alone reduce 
the cost by about 50 per cent. The League of Nations' 
Mssion of Educational Experts which reported on the

•  W. M. Kotaohnig: Vnm^ploymmt in  the Leam td Profe$skma, p, 816.



reorganizatbn of education in China remarks : “In China 
as a whole there are 20*8 pupils to one teacher whereas in 
many countries of a high standard of education there are 
2 to 8 times as many. This should mean that in the same 
conditions and at the same expense, between 2 and 8 times 
as many pupils as are actually under instruction could be 
dealt with by the existing staffs of teachers and in the 
present very difficult conditions not less than 50 to 60 pupils 
per teacher should be taken as basis.”* But assuming that 
the present system continues, we calculate the recurring cc«t 
of making primary education compulsory to boys and girls 
between 6 and 11 years of age at an average expenditure 
per pupil of Rs. 15 in rural areas and Rs. 25 in urban 
areas per annum.t The cost works out as follows :

Students in rural areas 44*1 million
Average cost per student Rs. 15 per annum
Tot>il recurring cost per annum Rs. 66 crores
Students in urban areas 6*5 million
Average co&t per student Rs. 25 per annum
Total recurring cost per annum Rs- 16 crores
Total recurring cost m urban and rural areas Rs. 82 crores

To this, 7]̂  per cent of the capital expenditure will have 
to be added for the maintenance of buildings, which would 
amount to Rs. 6 crores per annum.

82. Adult education should aim at literacy for 
all those wholiave passedf the pnniary school leavinĝ  

age of 11 yeai*s but have not passed 50
Adult literacy Tiave not become literate. It
will consist of a short course, mainly part time, of

• Quoted by Mr. R. V. Paralekar in Literacy %n India, p. 113
t  The a\erngo cost per stuflent of primary, middle ecliool and bigh Bchool 

ednoft^tion which we have aseumed in this memoraadom is generally on the 
low side as compared with that adopted by Mr. Sargent in hia report The 
tigurea wn have assumed for primary eduoatum are, however, 75 par cent above 
the pre war average.
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about S to 6 months’ duration. It is general experience 
that adults acquire literacy much more quickly than 
children if they are given proper instruction. On the bads 
of experiments made after the inauguration of Provincial 
Autonomy, the cost of making an adult literate, u e, able 
to read and write, roughly works out to Rs. 4 per adult. 
Theoretically, the total number of illiterate adults on 
the basis of the 1941 census, which a scheme of adult 
education will have to tackle, would be about 200 million. 
In actual practice, however, the number would be smaller 
as a large proportion of the adults will pass out of the 
11-50 age range and some others may die before it is 
possible to provide them with the necessary facilities for 
acquiring literacy. These two factors will bring down the 
number of adults to be made literate to about 165 million 
if the programme is spread over 15 years. At the rate of 
Rs. 4 per adult, the cost of liquidating the illiteracy of 
our adult population will therefore amount to about 
Rs. 66 crores. This, however, will not be a recurring cost 
since once the existing illiterate adults are made literate, 
further efforts in this direction would not be necessary. 
Adult education classes, which will have to be generally 
morning or evening classes, can be conducted in buildings 
provided for primary, secondary or higher education or at 
the places where the persons are working and would not, 
therefore, require any expenditure on buildings. The total 
cost of making the whole of our present population literate 
would thus amount to :

Primary education—non-recurring cost B s i. 86 crores 
„ « recurring „ » 88

Adult education » 66 „
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S8. aggregate amount of income required to 
^ meet tKe lEjj^Tmjiuirm human life, 

as set out in the foregoing j>aragr^hs, 
(wEiSlî  Fowever, exclude a number of small 

items such as fuel etc.) would be as follows :
‘.Income required 

(Rs. crorea) to be spent—round
figures

Cost of food 2,100
Cost of clothing 260
Recurring expenditure on 

housing 260
Recurring expenditure on 

health and medicine 190
Recurring expenditure on 

primary education 90

Total 2,900

S4. This means that, in order to secure a minimum 
standard of living, a per capita income of Rs. 74 at pre-war 

prices is essential. That we are much below
mTTimo nT ^his minimum at present is indicated by the

fact that according to the latest available
estimate* of the national income of British India, which
relates to the year 1931-32, our per capita income does not 
exceed Rs. 66. The figure for 1939 will be lower still if 
we make allowance for the large increase in the population 
of British India, 5 million per annum ance 1931, which is 
not accompanied by any significant increase in the total 
national dividend. It is, therefore, necessary to increase our 
national income above the present level by a substantial 
n w ^  even iF'we aim at nothing more than to secure for 
our people their bare requirements as human banfifs. ------ ;----------- —I* —" T ~~  ■ ____ ______
• The of national mootn« and its distribution fox Bcitiah India -wUioh
lift* been u«ed in this memorandum i8 tha t mad« by Dr. V. K. R. Y. iiao and 
pabltsbed in The National Income of BrUi»h India l93hsa.
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ECONOMIC PLAN EXPLAINED

35 The preceding discussion has shown that our 
present national income k  nDt̂ .suffidfiQt.lQ-̂ û t̂ ^  even a 
minimum standard of living. But if we are 
going to develop our resources according 
to a pre-arranged plan, we should certainly 
not be satisfied merely by providing for every person* 
the minimum requirements of life, A planned economy 
must aim at raising the national income to such a 
level that after meeting the minimum requirements every 
individual would left with enough  ̂resources for enjoy* 
ment of lif^ and cultural Our present
information, inadequate as it is, regarding the potential 
resources of the country in respect of raw .materials, power 
and labour leads us to believe that given a systematic plan 
and adequate organization it is possible to raise -our 
national income within a short time to a level considerably 
above that required for meeting the minimum needs of 
life. Comparative figures of per capita national income 
in 1931 for certain countries of the world are given 
below to indicate the disparity between India and other 
countries:

Annctal per  capita  income in  E s .*

U .8 ^ . 1,406 France 621
Canada 1,088 Germany 608
U.K. 980 Japan S lg
Australia 79^  Br. India (M

Ill

*The flgares except that for lodia are from Oonfermm BaarA Meommio 
JhmwA 8,1939. The original dollar figures art ood verted at 1 1 •« 8 -i^ .



86. The objective we prqpc^ for a plan of economic 
developnnent for India, may be stated as follows. There

should be a threefold increase in the total 
Aim of plan national dividend within a period of 15 years 
from the time the plan is put into execution. The aggre­
gate income of British India as estimated in 1931-32 is 
Rs. 1,786 crores. This should be raised in 16 years to 
about Rs. 5,300 crores. Assuming that the figure of per 
capta income calculated for British India is also applicable 
to the States, the range of increase in the total national 

-dividend would be from Rs. 2,200 crores to Rs. 6,600 crores.

87. A threefold increase in the total national dividend 
will result in an equivalent increase in the per capita income

only on the assumption that our population 
SSutoTOme' period remains stationary.

This assumption is, however, not likely to 
hold good. In the absence of adequate reliable data 
regarding fertility, it is extremely difficult to make 
any forecast about the future growth of our popu­
lation over a period of years. But after balancing the 
various factors, we are inclined to believe that the rate 
of increase recorded during the last decade will generally 
hold good for the period of our plan. With the prc^ess 
of the plan, both our birth rate and death rate would decline 
but the balance of births over deaths is not likely to show 
any marked change. At the rate of 5 million per annum 
the population of India at the end of I960, assuming the 
plan to start in 1945, will̂  therefore, be 489 million and a 
threefoki mcrease in our total national dividend would in 
effect mean per income^^'Rs. 135  ̂ representii^ 
a doublii^ of the 1981-S2 figure.



S8. This might appear to be too 
planned e<^omy to achieve, especially in view of the fact 
that in the U.S.S.R. within a short period 
of 12 years since the beginning of the first 
Five Year Plan, the national income is reported to have 
increased from 26 billion roubles to 126 billion roubles i, e, 
five fold. As our national resources are not as extensive 
and varied as those of the U.S.S.R. and as we are anxious
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to avoid the heavy cost jn terms of human sufein^
wH^""IEeU IS ,S j,..had,,lQ-i:ay,teLa£hiê ^̂ ^
result, we must necessarily fix our ol̂ jective at a iQiyer 
figure.

39. The proposed threefold increase in India's total 
t̂ ational dividend will be brought about in such a waĵ  
that the present overwhelming predoniinance 
of acfriculture would be reduced and a more Balanced
balanced economy ^ ta b lished. According 
to the national income figures for 1931-32, the contri­
bution of industry, agriculture and services to the total 
national dividend of British India is estimated at 17, 53 
and 22 per cent respectively.* (About 8 per cent of the 
income has not been classified under any of thesa 
categories.) We propose a plan of development under 
which the resf)ective percentages might be chat^gea 
roughly to 35, 40 and 20 for the whole of India. On the 
basis of these percentages, the threefold inci«ase in the 
national income which is aimed at would involve the

* As Agricultural priees in 19S1 wera very low on aooonnt of the g«a«rfti 
Aoonomio depraM^on, tlime jHcoportiont would b« diifarent in normal 
The proporUoQ of incoin* from agrioulture would b« higher aad th«>t from 
in to try  and serricee would be lower.



folWiog increments in the net income Irom industry, 
agriculture and services;

Net inoome
Net income in expected after Percentage 

1931-8*2 15 years increase

(Rs. crores) (Rs. crores)

Industry 374 2,240 500
Agricolttire 1,166 2,670* 180
Services 484 1,450 200

40, At first sight the percentage increase in industrial 
income which this plan involves might appear to be
Agricultural disproportionately large as compared with 
character the increase in agricultural income. But it
unchanged ^

has to be borne in mind that our industrial 
potentialities have to a great extent remained unexploited 
so far and adequate provision to make up this lag in 
industrial development would naturally mean a large 
percentage increase over the present level. On the other hand, 
as the demand for food crops which form the bulk of our 
agricultural products is comparatively inelastic, even after 
taking into account the probable increase in population and 
the higher level of income which the plan will bring about 
and the larger demand for industrial raw materials, it is 
not likely that more than a 130 per cent increase will be 
absorbed within the country. It is, however, necessary to 
mention that, although ultimately tht contribution of 
agriculture to our national dividend will be only 40 per cent 
as compared with 58 per cent in 19S1*S2, it will not change 
the essentially agricultural character of our economy. 
From the point of view of employment, agriculture will

* It ti atoMmry to point oat thftt this figure is calculated oo the basis of 
I>r. Bao*8 estimate for 1981~S3 which loaiuly takes into aooottut harmft 
]»rioeB, while the value of mimmvm too<d requirenxents which we have estimated 
in pamtgraph 11 is based on retail ;|̂ oe8.
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continue to employ the greater part of our popuktimii 
Even the U.S.S.R., in spite ot the tremendous devd<^ 
ment of industries which she has achieved since the 
inauguration of the 6rst Five Year Plan in 1928, has not 
been able to reduce to any marked degree the percentage 
of population employed in her agriculture.

41, The industries which an economic plan for India
would seek to develop may be classified ladurtrtoa 
into two principal categories: (/) basic cl«»»ified

industries; and {it) consumption goods industries,

42. Basic industries, which would get priority over 
the other type of industries in the „ . . , . .

^ Bauc inductrie»
earlier years, would include among others 
the following principal groups :

Power—electricity.
Mining and metallurgy—iron and steel, aluminium, 

manganese etc.
Engineering—machinery of all kinds, machine 

tools etc.
Chemicals—heavy chemicals, fertilizers, dyes, 

plastics, pharmaceuticals etc.
Armaments,
Transport—Railway engines and wagons, ship 

building, automobile, aircraft etc.
Cement.

48. These industries are the b a ^  on which the 
economic superstructure envisaged in the plan will have 
to be erected* It is obvious that in 
modem times no industry can be estabfished 
w i^ u t power, machineiy, di^icals etc, 
i^milarly, without fertilizers it is difficult to tmagitie m y
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|srogfress In agriculture. In the absence of adequate 
^ip{»ng and other forms of transport, economic life 
especially in a country of the dimensions of India will 
remain stagnant. But for the lack of most of these 
industries, India would not have been left so far behind 
other countries of the British Empire such as Canada and 
Australia in the matter of industrial development in response 
to war conditions. /We consider it essential for the success 
of our economic plan that the basic industries, on which 
ultimately the whole economic development of the country 
iciepends, should be developed as rapidly as possible.

44. We have deliberately placed the production of 
X)wer first iij the list of basic industries because we believe 

that the development of our industries, both 
large and small scale, as also of agriculture 
and transport will be determined to a large 

extent by the development of electricity. The rapid 
economic development of the U.S.S.R. and Japan during 
the pre-war period and of Canada during the present 
war can ultimately be traced to the development of electri­
city in these countries. In fact in the U.S.S.R. a fifteen 
year plan for the electrification of the country, the 
Xjoelro  ̂ was drafted as far back as in 1920 and it was 
only when the success of this plan was established beyond 
doubt that the ambitious five year plans were put into 
execution. The scope for the development of hydro electric 
cneigy in particular is very large in this country. Its 
potential reserves have been estimated at about 27 million 
kilowatts, out of which only half a million kilowatts have 
been developed so far.
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45. Some of the principal consumption goods
industries which shouki be further developed ___
in India are : good.i«i«rtriw

Textiles—cotton, silk and wool.
Glass industry.

Leather goods industry.

Paper industry.

Tobacco industry.
Oil industry etc.

46. The list of consumption goods industries given 
above is only illustrative. The nature and kind of consump­
tion goods industries to be developed will
ultimately be dependent upon the income of 
the people. As income increases, the 
percentage of expenditure on different classes of consumption 
goods will show marked variations. For example, demand 
for articles of consumption like furniture, books, artware etc., 
which will be relatively small at a low income level, will 
increase as the general level of income rises. What classes 
of consumption goods industries should be developed will 
naturally be decided from time to time, as the plan progresses, 
in the light of variations in the demands of consumers. As far 
as is consistent with planning, the free choice of consumers 
in respect of consumption goods should suffer no restriction.

47. It is an essential part of our plan for the organi­
zation of industries that adequate scope should be provided 
for sonall scale and cottage industries along
with large scale industries. This is im- 
portant not merely as a means of affording 
empbyment but also of reducing the need capital,
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particularly of external ca{»tal, in the early stages of 
the plan. It is difficult to define the conaderations on 
which the choice between large and small scale mdustries 
and cottage industries should be deternuned. The factors 
involved in the choice are numerous and often conflicting. 
But generally it may be stated that while in basic industries 
there is little scope for small industrial units, they have an 
important and useful place in consumption goods industries 
where their function is in many cases complementary to 
that of large units.

48. It is extremely difficult to make an estimate of 
the amouni of capital which India would require to carry

out the programme of industrial develop- 
toSusiito" outlined above. A large number of

the industries proposed would be new to the 
country and the proportion of capital required by each 
of them to the net product which it is likely to contribute 
would show marked variations. It may be explained 
that by the ‘net product’ of an industry in this context 
is meant its gross production less the cost of raw materials 
and power consumed by it. And ‘capital’ includes not 
merely paid up capital but also general reserves and 
borrowed funds. In the nature of things some industries 
like the hydro-electric industry are bound to require in 
proportion to thdr net product a much higher proportion 
of capital than, say, textiles. The proportion of capital 
employed will also vary according to the extent to which 
capitalistic methods of production are employed and 
technological advances are made use of.

49. No figures either of valuation of ca{»tal 
employed in existing industries in the country or of their
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net product are avaikble. But the ratios of capital employ  ̂
ed to net product worked out on the basis 
of information g^ven in the balance sheets 
for the Bombay cotton textile industry, the 
Associated Cement Companies and the Tata hydro-electric 
group are as follows:

Cotton textile Cement Hydro-electricity

1937 2’18 3-12 9*19
1938 2*62 2-11 7*80
1989' 8-73 2-58 8*28

60. Taking into account the fact that while India 
has plenty of labour, her capital resources are compara­
tively small, we think that industries should 
be organized in such a way that over the 
whole planning period the ratio of capital 
including land and buildings to net product would not be 
too high. Provision for small scale and cottage industries 
in the industrial organization of the future has been 
suggested by us partly with this object in view. Assum­
ing a ratio of 2*4 which as compared with similar 
ratios in other countries is a low proportion, the total 
amount of capital required to increase our net industrial 
output to Rs. 2,240 crores as visualized in the plan 
would be in the neighbourhood of Rs. 4,480 crores. In 
this connection it may be mentioned that the amount of 
capital invested in our industries, excluding railways and 
other forms of transport, in the pre-war period has be^ 
estimated at about Rs. 700 crores.

51. In the proposed plan we have aimed at increas­
ing our agricultural production by IZO per cent. The
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target has deliberately been fixed low. Our idea is 
that in respect of agricultural comniodities 
India should as far as possible aim at 
feeding her own population adequately and 

should not aspire in the initial years of planning to 
export to foreign markets. Our plan for agricultural 
development aims not merely at increasing production 
generally but also at increasing the production of those 
crops which are necessary for feeding the population. 
This would necessarily involve a readjustment of the 
areas under cultivation of different crops. Areas under 
commercial crops like jute, tea, cotton, oilseeds, etc., the 
fortunes of which are to a substantial extent dependent 
on foreign trade and which have introduced a serious 
element of uncertainty in our economic life, would have to 
be adjusted to the conditions of international trade that 
might prevail in the post-war period. The substitution of a 
large proportion of the existing short staple cotton by long 
staple varieties and the development of cotton textile and 
oil crushing industries within the country would, however, 
reduce the dependence of these crops on foreign markets. 
In respect of food crops it is not only desirable that their 
production should be increased but the proportion of areas 
under cereals, pulses, vegetables, fruits etc., would have to 
be fixed in relation to the requirements of a nutritive diet.

52. Increase in agricultural production, however, 
presupposes certain fundamental reforms. The most 

important question to be solved is that of 
agricultural holdings. The 

average holding at present is not more 
than 3 acres scattered over the village in tiny fragments.
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Although there may be ^ n ite  limits to the advantage® 
arising out of consolidation of holdings and increase in their 
size, it is one of the main reforms which would be necessary 
for the a(yj>tion of intensive farming. To bring it about, 
co-operame farming appears to present less difficulties than 
any other method that may be suggested. It increases the 
size of the holding for purposes of cultivation without 
depriving the cultivators of their right to the ownership of 
their existing holdings. In order that co-operative farming 
should come into vogue as early as possible, some measure 
of compulsion appears desirable.

53. It is aW  necessary to liquidate the burden of 
agricultural indebtfoness. The debt which was estimated at 
Rs. 1,200 crores before the war has since been
probably reduced to a considerably smaller indebtinil 
figure as a result of the favourable prices 
realized by agriculturists during the last two years. It is 
perhaps possible to reduce this further by means of 
conciliation. The liquidation of debt should be arranged 
principally through co-operative societies, which would 
require to be suitably organized for the purpose and 
provided with sufficient long term finance. It may be 
pointed out that the finance required for this is not included 
in our estimate of capital expenditure since the debt of the 
agriculturist represents the savings of another class and 
these savings would themselves be available directly or 
indirectly for financing co-operative societies.

54. In addition to the size of holdings and rural 
indebtedness, there is a third problem the 
seriousness of which has not yet been fully
realized but which will need attention if our aigriculture
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is to be improved. This is the problem of soilN fi^ion. 
Every year lai^e quantities of valuable top soil are washed 
away by rain never to come back. If this process goes 
on, millions of acres of land will be permanently lost for 
cultivation. It is essential to check this evil in time by 
lerradng arable lands, launching schemes of afforestation 
anTadopting other measures suitable to conditions in 
different tracts. For soil conservation and other permanent 
improvements to land, a sum of about Rs. 200 crores 
should be provided as capital outlay and Rs. 10 crores as 
recurring expenditure.

55. When these three fundamental questions viz, the 
size of holdings, indebtedness and soil erosion have been 

tackled, agricultural production in India can 
be increased by ( ;  ) extending the area under 

oatpvt cultivation or by {it) improving the yield per
acre or by ( H i) a combination of both. Although at present 
18 per cent of the area in British India, 94 million acres, is 
clasafied as cultivable waste, it is extremely doubtful whether 
much of it is really cultivable. The question deserves to be 
thoroughly investigated.

5B. Improvement in yield, on the other hand, appears 
Ykid per acre to have great possibilities. The following 
comparative figures are significant:

Y ield  pe r  acre in  tons— 1939-40

Rice Wheat Sugarcane Cotton

U . S . A .  1-01 0*87 20-06 0-11
Canada - -  0-52 — —
Aufitraha — 0‘42 — —
Japan 1*61 — — —
Egypt — — — 0*28
Java — — M ’91 —
India 0-85 0'82 12*66 0*04



57. Improvement in the yield per acre can ady be 
brought about by better methods of farming which would 
include irrisfation, better rotation of crops, 
use of better varieties of seeds, manure, 
improved types of implements etc. Of the total area 
of 209 million acres under cultivation in British India 
in 1938-i59, only 54 million acres were irrigated—23 
million acres by canals, 6 million by tanks, 13 million 
by ̂ wells and 7 million by other sources. It is necessary 
to increase the area under irrigation substantially if the 
yield of our crops is to be improved. We estimate the 
increase required at 200 per cent in the area irrigated by 
canals and by all the other means combined. The total 
capital outlay on the existing canals amounted to Rs. 153 
crores in 1938-39 and the annual working expenses were in 
the neighbourhood of Rs. 5 crores. On this basis the capital 
cost of the additional canals would work out to Rs. 805 
crores and their maintenance would require a sum not 
exceeding 10 crores of rupees per annum. Construction of 
new canals to this extent will, however, involve the erection 
of expenave dams for impounding water. In view of this, 
the amount of capital required for the construction of can^s 
may be increased to Rs. 400 crores. It may be mentioned 
incidentally that in constructing new canals the possibility of 
their being used for the production of hydro-electric power 
should not be lost sight of. The cost of constructing tauiks, 
wells etc., to irrigate another 48 million acres may be 
roughly estimated at about Rs. 60 crores. Maintenance 
charges for this form of inigation would be relatively 
small.

68. In order to popularize improved methods of 
cultivation and dairy farming and to educate the caldvator
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ki thdr use, a la i^  exteni^on of model farms would be 
necessary. On the basis of one farm for 10 
vHlages, the number of farms required would 

be about 65,000. Besides educating the cultivator in the use 
of improved methods of farming, these farms would be 
expected to provide improved varieties of seed and manure, 
agricultural implements, bullocks etc., and generally to help 
agriculturists. As improvement in the )deld of agriculture wilt 
largely depend on the introduction of fertilizers both organic 
and inorganic, it wll be an important responsibility of the 
model farm to give proper instruction to the farmer regard­
ing their use. Each of these farms should also be provided 
with a veterinary branch. The cost of a farm established 
on these lines may be estimated at Rs. 50,000—30,000 on 
account of capital and 20,000 on account of working expenses.

59. In addition to the amounts indicated above, it 
is necessary to provide for the working capital required to

finance current agricultural operations. We
WorkingcaptUi ^  2 5 0  CTOrCS

would be sufficient to finance the increase in agricultural 
output expected under our scheme.

60. The total amount of capital required for increasing 
Ca^ui for agricultural production to the target figure
umciiltiira • t 4 *is shown below:

( Ra. croree )

Soil conservation eto.
Working capital 
Irrigation—cimals 

—wells 
Model farms

Total

Non-recurring Recurring
expenditure expenditure

200 10
— S50

400 10
60

196 180

«46 400



61. An increase in the volume of industrial and 
agricultural production as envisaged in the previous para* 
graphs will result in a large movement
of goods and services jvithin the country. ,
The increase in the net income from trade
and services which we anticipate is about 200 per cent.
Internal trade may well be expected to increase to 
an extent which would necessitate a large expanaon 
of the means of communication, particularly railways, 
roads and coastal shipping. In all these spheres India 
is seriously deficient. India with an area of approxi­
mately 1,580,000 square miles has about 41,000 miles 
of railway while Europe, excepting the U.S.S.R., with 
an area of 1,660,000 square miles has 190,000 miles of 
railway. Similarly, in British India the proportion of 
road mileage to area works out at 35 miles per 100 square 
miles. The corresponding figure for the U. S. A. is 100 
and the U, K. 200. Coastal shilling has been even more 
seriously neglected. Taking into account the fact that 
railways have received comparatively more attention in 
India and that in future the necessity of devebping 
communications in rural areas would be more urgent, we 
should aim at an increase of 21,000 miles in railways 
and 300,000 miles in roads. This would mean an increase 
of 50 per cent over the existing railway mileage and an 
increase of 100 per cent m the mileage of roads in British 
India alone. For the development of coastal upping, 
our aim ^ould be to improve the small natural 
harbours that are scattered along India's extensive 
coast line and to provide them with loading and 
unloai^ng fadlities.
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62, The total route mileage of railways in India 
was 41,000 miles in 1938>39 and the total capital at

charge was Rs. 848 crores. Assuming that 
R«avr«ys ^  Capital to route mileage remains
the same, the capital cost of adding about 2i,o00 miles of 
new railway line in this country would roughly amount to 
Rs. 434 crores. Maintenance charges at the rate of about 
2 per cent would work out to Rs. 9 crores per annum.

63. The length of existing roads in British India is
in the neighbourhood of 300,000 miles. Of these 74,000

miles are metalled and 226,000 miles are
Roads unmetalled. The programme of doubling
this mileage in 15 years is intended to cover mainly village 
roads and the humbler district roads. Our idea is that all 
important villages should be connected with the main 
highways of trade so that “no village with a population 
of 1,000 and over should be more than, say, a mile 
or half a mile from a public road.”* If side by side 
with this road development, the bullock cart, which is 
bound to remain the principal means of vehicular traffic 
in rural areas, is also improved, especially by making the 
use of pneumatic tyres universal, it would go a long way 
towards reducing the cost of maintenance. As villages 
are not likely to have heavy traffic, we suggest that the 
roads connecting them with district roads or trunk roads 
should be ordinary metalled roads. The use of pneumatic 
tyres for bullock carts should make them quite suitable 
for such roads. On an average the cost of a metalled 
road, 18 feet wide, is estimated at Rs. 10,000 per mile, 
Cn this baas the cost of constructing '.̂ 00,000 miles of

address of Ŝ ir Eezmetli Mitchell to tb« eighth sesuon of
the Indian iioada OoQgcess, lOiS.
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additional road mileage in India would amount to Rs. 800 
cfores. The cost of maintenance would be Rs. 85 croim

64. If India is to have an adequate road system in 
future, it is necessary, in addition to constructing this new 
mileage of roads, to metal the 228,000
miles of ordinary earth roads that are ofiSSSiTiwiS 
being used for vehicular traffic at present.
The cost of reconstructing these roads at the rate of, say, 
Rs. 5,000 per mile would amount to Rs. 113 crores. 
If they are reconstructed, the cost of their maintenance 
will be less than what is incurred at present.

65. For a long time past, very few ports in India 
except Bombay, Calcutta, Madras and Karachi have 
had adequate shipping facilities. In recent
times several smaller ports, principally in •***«»»**«
Indian States, have been developed but still the number 
of ports suitable for coastal shipping is veiy small. If 
coastal shipping is to occupy its legitimate place in 
the transport system of the future, it is necessary to 
provide more harbours suitable for small ships. A captal 
expenditure of about Rs. 50 crores may be estimated 
for the purpose. At 10 per cent the maintenance 
charges would amount to Rs. 5 crores per annum.

66. The total cost of increasing rail and road
mileage and improving ports would thus be : ^

tnoupoit

(Bs. orores) Non-recurring Beoarring
exponditare expenditare

BailwAjs 434 9
Boads—‘Hew oonetrnction 800 35

M reoo&stimotion 118 —
PortB SO 5

Total 897 49
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67. In the execution of a comprehenave plan of 
econordb development, it is essential that we should be 

able to count on the willing co-operation of 
the people. This will be possible only 
if the masses are able to read and write 

and are in a position to understand for themselves the 
broad implications of the developments embodied in the 
plan. 1 he execution of a plan which aims at an all round 
development will also require a huge personnel trained for 
technical posts in agriculture, industry and trade and for 
general administration. Provision of primary education which 
has been mentioned as one of the essential requirements of 
a reasonable standard of living would under Mr. Sargent’s 
scheme require about 1,800,000 teachers in British India 
alone. Provision of adequate medical help would need a large 
number of doctors and nurses. As our natural resources like 
minerals, hydro-electric power, soil etc., are not yet properly 
surveyed, extensive surveys* will have to be undertaken to 
ascertain their quantity, quality and distribution and a large 
number of research stations will be required to carry out 
investigations. Some idea of the personnel required for 
large scale economic planning may be gathered from the 
following statement relating to Soviet Russia in 1939: t

Managing staff of Soviet economy—
Hef^s of administration eto. d60,000
Managers of State industry 350,000
Managers of State & oollaotive farms 682,000 
Others 869,000

S8

Carried over 1,751,000

* Sir Oynl Fox states: AsaYesultof 97 years* work carried by offleers of 
the Oeoioffioal Survey of India, it has been found that an average of 600 
square miles can be accurately surveyed each year, and that the average 
service in the field is about 10 years per geologist. RoKghly 1(K) geologists in 
all have been so employed since 1846 so that tbeoretioaliy only 500,000 square 
miles could have been eatamined in ikny detail in the time and there remains 
over a million square miles etiU to scrutinise, 

f E. Strauss: Sovut Butaia, p. 817.



Brottffhi forward 1,761000
ineers, aroMteotg 3^0,000

Teolinioiaas 906,000
Teachers, researoli workers 1,049,000
AoooTintaatB, eoonoxniets, statistioiaBs 2,480,000
Others 8,116,000

Total Soviet intelligentsia 9,591,000
Total Soviet population 170,000,000

68. To achieve mass literacy and to secure a suffideat
number of educated administrators and --------of
trained technicians, a comprehensive pro- education
gramme of education is necessary. This should cover
the following main aspects :

Primary education.
Adult education.
Secondary and vocational education.
University education.
Scientific education and research.

69. The expenditure necessary to provide universal
primary education and to secure literacy for adults has
already been indicated in paragraph 82. As

j  , ,, j  .. . . .  Adult edueatioBregards adult education, something more is
necessary under a plan of development than the minimu^
provision suggested in that paragraph. Thft content of adult
education should be widened so that it make “every
possible member of a state an effective citizen and thus give
reality to the ideal of democracy’. To achieve this, a.
scheme of adult education must also provide for cultural and
vocational education besides the teaching of thiee R*s. We
estimate the cost of this per adult roughly at Rs. 2* and the
total at Rs. S3 crores. This will bring the aggr^;s^
cost of adult eiltication, including the provision made in
paragraph 33, to Rs. 99 crores.

* Figate based on Mr. Sargeutr’a astinMte.
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70. It is necessary to split up secondary education 
into two parts : middle school and high school education.

The former is conadered as'important- as 
primary education. “There is little hope 
of permanently improving the conditions 

of village life and of making the rural population 
responsive to fruitful ideas unless the younger generation 
is educated beyond the primary stage up to an age when 
boys and girls realize that they are becoming social and 
economic assets to the community’\* All primary school 
students should, therefore, be given a course of middle school 
education for three years in order to make them useful 
citizens. Approximately, the expenditure on accommodation 
for middle schools will be half that for primary schools. 
For high schools, the accommodation required would be 
mainly in the bigger villages and urban areas and its cost 
may be calculated on the basis of building costs in urban 
areas. Mr. Sargent suggests that “roughly one child in 
every five will be able with profit to enter the high school 
stage’’. The likely number of high school students on 
this basis would be round about 10 million. An approxi­
mate estimate of recurring expenditure on secondary 
education may be made by applying the average cost per 
student in middle schools and high schools in the country 
during the pre-war period. The total expenditure on middle 
school and high school education would then be as follows:

Middle schools m rural areas—buildings and 
eqaipinent Rs. 84 crores

Middle Hchool studeiits in rural areas 22 million
Averftj ê cost per student per annum Bb. 23
Cost of middle scliool eduo],tion in rural areas Bs. 49 crores
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Middle sobods in nrban areas—^boildings and 
eqaipment 11 crores

Middle school sfcadenfcs in urban areas S*8 million
Average cost per stadent per annum Es. 81
Cost of middle achool education in urban areas Rs. 10 crores

High, schools—buildings and equipment Bs. S3 orores
Number of high school students 10 million
Average cost per student per annum Es. 64
Cost of high school education Rs. 64 crores

Cost of maintenance of middle school and high 
school buildings at 7  ̂ per cent of capital 
expendituie Eg. 6 crores

71. For vocational education*, university education 
and scientific education and research, the data necessary for 
a detailed calculation are lackin&f. We 
propose, therefore, to take roughly 5/lOOOth technical

r . 1 1 • e d u c a t i o nof the national income per year as a com­
prehensive measure of the expenditure which would be 
required. This would amount roughly to Rs. 10 crores in 
the first year of the plan and to Rs. SO crores in the last year. 
It may be mentioned that the total expenditure on scientific 
education and research amounts to l/lOOOth of the national 
income in the U. K., 6/lOOOth of the national income in the 

and 10/1000th of the national income in the U.S.S.R. 
An told, the amount of expenditure on education would be :

fRs crores) Non-recarring Recurring
 ̂ expenditure expenditure

Primary education 86 88
Adult ^ucation 99 —
Secondary education 82 1529
Univeraifcy education, scientific 

education and research — average 20
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Totel S!67 23;

* The average cost per pupil Mr annum in tbe technical and indosiorial 
fchools m (ha U. P. m 19S7 ranged from Bt. X65 to its. 869 atthoagh tfae» wai 
a good deal of oonoentration between Ks. 200 and Be. Tfa» lodoilcial 
OommlBBlon 1916-16, egtimated that the average oo«t per pupil xn iodtutriihl 
schools would be about Bs. 200 and thftt they could be establiehtd with a  
capital of Bs. 900 per student.



72, The expenditure necessary under public health has 
been indicated iti paragraph 28. No further

PnUicheiilth . . .  . ,provision is necessary under a 15 year plan.

78, In estimating the capital outlay on education and 
public health, we have not taken into account the probable 

increase in population during the period of the 
incr«asein plan. This is because we have not made any 
population  ̂ allowance in our estimate for the expenditure 
which has already been incurred on education and public 
health up to now and we assume that this amount would be 
sufficient to cover the expenditure due to increase in population.

74, In the case of housing, however, there is no such
reserve in the estimate given in paragraph 15 out of which

provision may be made for an increase
Cortof f  , T . . .•aditraiwi in population. In estimating the capital

expenditure on house construction daring
the period of the plan, we must, therefore, take into
account the additional housing necessary for increase in 
population. A capital outlay of about Rs. 800 crores would 
be required for this purpose. The total amount of capital 
required for bringing existing housing up to the minimum 
standard we have laid down and for providing new houses 
to meet an increase in population would, therefore, amount 
to Rs. 2,200 crores. At per cent of the total capital 
expenditure including the value of existing hou^g, the cost 
of maintenance would be Rs. 318 crores.

75, For miscellaneous capital expenses which have
MiirniiiinMowt Specifically mentbned, a sum of
capital Rs, 200 crores might be provided. No•cxponditnra _ . ,

separate figure for maintenance changes
under this head seems necessary.
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76. The total esqjenditure which the plan is likiely to 
involve is summarized bebw: Con

dMriCM

(Ha ororaa  ̂ Non-reoumng Reoarr'mg
(Bs. orores) esjwnditure expenditure

Industry 4,480* —
Agriculture 845 400
Oommunioations 897 49
Bduoation 267 287
Health 281 185
Housing 2,200 818
Misoellaneous 200 —-
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Total 9,170 1,189

77. Throughout this section we have shown recurring 
and non-recurring expenditure separately. We have made 
this distinction with the object of indicating 
how the capital expenditure is distributed 
and how it has been arrived at. It will, 
however, be obvious that all recurring expenditure, expept 
that for depreciation and replacement, is in effect workmg 
capital and for estimating the total amount of capital 
which the plan is likely to require, it should be combined 
with non-recurring expenditure. On this b a ^  the total 
capital requirements of the plan we have outlined would 
amount to about Rs. 10,000 crores distributed as follows:

(Rs. crores)

Industry 4,480
Agriculture 1,240
Oommunications 940
Education 490
Health 450
Housing 3,200
Miscellaneous 200

Total 10,000

* Tbe ratio of 2*4 whioh we have aatomed for estimating totkl ftnunutt 
of oa|rital req ^ ed  for iiidustda) development inolttdee both fixed o^piial «iid 
working capital. The flgnre of working capitel is not therefore mparatMd  ̂
ealottlated.



SOURCES OF FINANCE

78. In examining the sources from which the finance 
required for the plan may be obtained, it is important to dis­

tinguish between external finance and inter- 
f a r c e s  of ^al finance. External finance is the finance
T l| |a l lC 6 -------

available for payment to foreign countries 
for goods and services imported from them while
internal finance is that required within the country for the 
mobilization of our resources. In the initial years of planning, 
fndiawHf be dependent almost entirely on foreign countries 
ffir the machinery and technical skill jn ^ ^ a ry  for the 
establishment of both baac and other_, industries* As the 
plan develops, our dependence on foreign countries in this 
matter should steadily decline. The imports of machinery 
and technical skill inevitable in the initial years of planning 
would require a large amount of external finance, the 
raising of which constitutes an important problem in a 
plan of economic development. Internal finance on the 
scale which we consider necessary will also raise serious 
difficulties but in a planned economy these would not be 
insurmountable. The sources of external and internal 
finance which would be available to us are:

IV

External finance:
The hoarded wealth of the country, mainly gold.
Our short term loans to theU. K .~ sterling securities 

hdd by the Reserve Bank of India.
Our favourable balance of trade.
Foreign borrowing.



Internal finance:

Sawngs of the people.

New money created against ad hoc securities *. e, on 
the inherent credit of the government

79. The volume of hoarded wealth in this country 
has been estimated at about Rs. 1,000 crores after 
allowing for the recent exports of ‘ distress ’
gold. A part of this should become avail- ** 
able for cajMtal investment if, as is assumed at the beginning 
of this memorandum, a national government comes into 
power in whom people have full faith and if suitable means 
are adopted for attracting hoards from their place of 
concealment. The amount available fromJ;lus source  ̂mâ  ̂
be estimated at not more than Rs. 300 crores^

80. Our sterling securities in the Banldng and Issue 
Departments of the Reserve Bank of Jndia amount to 
about Rs. 8O0 crores at tEe moment. If
the war continues for a year or two and His «e«aritiM
Majesty’s Government continue to make purchases from 
this country on the same scale as they have been making 
hitherto, the amount is likely to increase to Rs. 
crores. This could be utilized for importing the capital 
ggpds required at iSe beginiMjg S  the plani

81. As a result of the general policy of directingj 
agricultural production primarily with a view to meeting 
the internal demand which we advocate in

Balmoa of trMis
this plan, our export trade is likely to 
diminish in future. Side by side, the development of 
consumption goods industries and food crops withm 
the country will bring about a rediictk>n in the vĉ Ume
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of imports. Our favourable balance on normal trade 
acoount is ^ t^  therefore, likely to shrink below Rs. 40 
crores per annum which, because of the repatriation of most 
of our sterling debt, will be available as external finance. 
TEe total Mount which might be expected from this^urce 
in 15 years wig| therefore^ b e . 60^ < ôres.

82. India’s credit in foreign capital markets 
is now very high and she can, therefore, borrow

substantial amounts of capital if she so 
wishes in these markets, especially in 
America. Such capital  ̂ if IL„ is not 

accompanied by political influence or interference of 
fq re^  vested interests, should not be unwelcome. 
Even if India resorts to ‘created money’ as she is 
likely to, since this finance is to be employed for 
promoting an expansionist economy, its effect on her 
credit in foreign markets would not be so serious as it 
otherwise would be. By giving priority to basic industries 
in our programnne of development and by using our sterling 
balances in the initial stages for importing the necessary 
plant, machinery and technical experts, it is, however, 
possible to curtail our requirements of external finance. 
As the plan proceeds, India would be able to satisfy her 
requirements of heavy machinery and other capital g o ^  
from her own industries. We may put the figure of 
foreign loans at about Rs. 700 crores.

83. An important source of finance which would 
SaYiacainfoMiga ^ssume Considerable proportions as national 
couotru* income grows, is the volume of sawigs 
'vtdthin the country. Ihe parentage of savings to
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national income in some foreign countries is given betow*"

U.K. U.S.A. Germany Japan Bussia
1900-10 12*2 U-8 19*1 —  8*2
1919-24 8*1 12*2 —  21*9 —
1925-30 7*6 10*9 7*7 19-8 7*8
1984-37 7-0 5-0 11*8 21-9 14*2

84. In India, taking into account the fact that the 
present standard of living is extremely low and that no 
proviaon has been made for the increased
taxation which a planned economy would 
necessitate, we do not assume that more than 6 
]^r cent of the natlona^mobri^^  ̂op, aii„ averagê yiOOulfi 
become available for investment during the pericxl of 
jdw^lan. On this basis the total amount which could be 
obtained over the whole period from the savings of the 
people would be in the neighbourhood of Rs. 4,000 crores.

85. We have estimated the savings which would be
available for investment at a conservative figure. It is 
possible that a larger percentage of the mni»j*
national income than we have estimated
may be forthconung as savings. If this possibility, however, 
dees not materialise, a large part of the capital reqnired, 
about Rs. 8,400 crores, would have to be created fay 
borrowing against ad securities from the Reserve Bank 
New money to this extent can be created only if people havi 
fun confidence in the resources and bona fides of thi 
government that creates it. There is notM^vmotmd m
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c itin g  this money because it
productive' dipadfy (̂ ~lBe~ naUon 
dTa self-liquidating character. A

lOfe geiSaai ieiy^"^^"ffli^nyould in ail prolaHIiQne

meant to increase tbe
andnEme tofig run is 
the el^oriKe'lpiiCT^

*OoliaCl»rk: Th0Omdiiitm<^MootumUeJProgrmtP»Mi*



lower than at the beginnbg of the plan* Diaring the
greater of the.ga^niog howev̂ ^̂ ^
of economic development by means of ‘created money’ 
on this scale is likely to lead to a gap between the 
volume of purchasirig jpower in the hands of the people 
and the volume of goods available. How to bridge this 
gap and to keep prices within limits will be a constant 
problem which the planning authority will have to tackle. 
During this period, in order to prevent the inequitable 
distribution of the burden between di fferent closes 
which this method of financing will involve, practically 
every aspect of economic life will have to be so rigorously 
controlled by government that individual liberty and 
freedom of enterprise will suffer a temporary eclipse

86. The amount of capital which we expect to get 
Sources of from the various sources mentioned above
lummaiiMd is Summarized below :

(Rs. crores)
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External finance:
Hoarded wealth 800
Sterling secarities 1,000
Balance of trade 600
Foreign borrowing 700

Internal finance:
Savings 4,000

8,400‘Created money’

2,600

7,400

Total 10,000

87. Our object in this section has been to indicate 
the sources from which the capital expend!- 

iHbbi fbLmI required for the plan may be met.
The precise form in which the capital may 

be raised, whether by the state in the shape of taxatioti or



govenmient borrowings or by private voluntaiy investment, 
is a question which can only be considered, when the 
plan is ready for execution, in the light of conditions then 
prevailing. It will depend among other things on the role 
to be assigned to the state in the future economy of the 
country and also on the position of the money market after 
the war.

88. It is necessary to emphasize that in a planned 
economy we are primarily thinking in terms of commodities 
and services. Money or finance is therefore 
completely su^ervient to the requirements of *̂ p̂®?ouJwer 
the economy as a whole and must be tr^ted 
merely as a means of mobiHa  ̂ internal resources of 
the country in materials and man power.
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STAGES OF DEVELOPMENT

89. In determining the stages by which the plan is 
to be completed, the following factors should be taken

into account: (^l_ihe^ extent to_:which
• natural resources, labour  ̂capital goojis_£i^d

managerial ability could be made availablej 
(«) the necessity of giving priority to certain kinds of 
development over others for the success of the whole plan; 
and {Hi) the importance of avoiding too great a strain on 
the country*s economy in the execution of the plan.

90. Regarding (/) it may be stated that it will be 
an essential part of the plan to make a thorough survey .gf

our soils, water power resources, geological 
Adequacy wealth etc. On the basis of available
or rotourcea - —i——

information, which is admittedly incomplete, 
it is probable that most of the raw materials required for 
the plan outlined in this memorandum would be available 
within the country in requisite quantities. In respect 
of labour, capital and managerial ability, the situa­
tion would be somewhat different in the initial years. We 
have plenty of uncled  labour in the country but in addi­
tion to this, a large supply of skilled labour and trained 
technidans will be necessary. This will become available 
as in Russia and Poland when the schemes for ^leir
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recrmtment and training, which in themselves would be an 
important part of the plan, are complete and put into 
operation. But till this supply is fcythcominpr. India will 
have to import foreign technicians. The plan will, there­
fore, have to be arranged in such a way that the schemes 
undertaken in the earlier years can be carried out with a 
minimum of skilled labour. For capital goods, mainly 

machinery, India will jmye to depend on foreign c^ntries 
for a longer time and to a larger extent than for labour; 
our ability to secure these from foreign countries would be 
determined mainly by tl^ extent of our foreign resources. 
As to managerial ability, which is an important factor in 
modern business organization, no serious difficulty need be 
anticipated in rendering the country self-sufficient within a 
short period.

91. In mapping out the stages of development, we 
shall have to pay spcial attention to basic industries, sudi 
as the manufacture of machinery, chemicals
etc* On these industries will depend the 
development not only of ^1 other industries 
but of the whole economic life of the country. Till thesei 

industries are developed, we shall naturally be at the mercy 
of foreign countries. To shorten this period of dependence, 
it is necessary to give priority to basic intotries over oAer 
industries and thus to speed up development.

92. Planning without tears is almost an in^x)ssil»iity. 
But we can learn some lessons from the Russian experiment
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i t

and avoid the errors to which planners in their 
over-enthusiasm are liable. Two features 
of the Rusi^n Flans which caused miseiy

CfHlSttlMrt

and hardship to the masses were : ( j ) their 
over-emphasis on heavy industries and indifference to 
consumption goods industries and (« )  their enthusiasm 
for building huge industrial plants which took years to 
come into operation. It is necessary in India to pay ^ c ia l 
attention to basic industries but it should be our aim 
^multaneously to develop consumption goods industries so 
as to meet at least pur e^ential  ̂ Similarly, we
Should try, as far as possible, to build our industrial units 
jon a scale which is not larger than is strictly necessary for 
jeconomical working so that they can come into production 
|within a^hort time and lend themselves more eaaly to 
W^onal distribution.

93. In the light of these considerations, we gfive in the 
next paragraph a rough outline of the stages by which the 

economic plan should be carried out. In the 
’̂ature of things, any such programme must 
be full of imperfections. “In the first years, 

indeed, only bad plans can be drawn up, since there is no 
stable basis on which one can rely and all the problems 
must be solved simultaneously. But as time goes on, 
the ground is cleared more and mcM’e and the number of 
problems diminishes”. *

• Ferdinand Zweig; The Planning of F ru SooieUM  ̂p. 125.
Also see his iollowina statement: beginning in planning m utt tw

bad, and the time nseddd for itt improvemtni is ooniidetable. Tbia point in 
extremely important, baoaoM the antagoniats of planning axperiuients txy to 
kill tbom at the start by airily pointing out the lailtlres and defeota ineritabl* 
atirmg their teething «lag«i".
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04 For purposes of execution, the outKoed in 
this meiiKM-aadum ^ould be subd L v i i M p l a n s  
each covering a priod of five years. The 
expen$ture to be incurred during each of 
these plans is indicated below:

5?zrsfc Second Third (Rs. orores) Total

Indostry (790) (1,680) (2,160) (4,480)
Basic industry 480 ],200 1,80{» 3,480
Consumption

goods industry 810 880 860 1,000
Agriculture 200 400 640 1,240
Communications IJO 820 010 940
Education 4 0  80 870 490
Health 40 80 880 450
Housing 190 420 1,590 2,200
Miscellaneous 80 70 100 200

Total 1,400 2,900 5,700 10,000

95. In the initial |^riod the tot̂ ^̂  
has.„ bemZdfilibearkely  ̂k ^ t_
resources and personnel.ajxailajyte^
beginning of the plan would be compara-
tî jeJy swiall, With the development of the plan,, 1 
material resources * and personnel would b^rae^^  ̂
able in rapidly increasing proportions and the tempo 
of projffe^ wo^  ̂ the first five
year plan will be handic^|Sl^by_^^^^ toL..thfire 
wilL.be no prewDus ^preparation., Jb^„aatid 
requirements, the second j^ d  third p l^s would have their 
requjreirontesEiledln̂ ^̂ â̂  ̂ prepaia to s
made for their inauguration* Although the first plan will 
therefore start almost tn  vm :uO f it will h y  the foundation 
for the second plan which in its turn will be the b a ^  for the 
third one. In albcatiog the amount of capital expenditure 
to be incurred durtng each of the three stages, we are meui^



guided by this consideration. To put it briefly, we have 
planned the exj^nditure t^cr^^in^geonietn^

96. The developments in the different sections of the 
plan have been mapped out generally in accordance with

the considerations discussed earlier in this 
instance, it will be seen that 

even in the first five year plan, side by side 
with baac industries, we have provided a compara­
tively large amount of capital for the development 
of consumption goods industries also. The Jmgortance 
of this wiJI be understood if we realize that in the 
first five year plan a substantial part of this capital 
wifl have to be spent in foreign countries for importing the 
necessary eĝ uipment which will not be available in the 
country, This will mean a reduction in the limited volume 
of external finance which is available to us and which is 
essential for the establishment of basic industries. In the 
succeeding stages the capital equipment required by
consumption goods industries would be supplied to aî  
increasing extent by our own industries and the dependence 
on external finance would be reduced. It is also necessary 
to emphaaze that in the production of consumption goods 
we presume that small scale and cottage industries which 
require a comparatively small amount of capital equipment 
would play an important part.

97. The ratio between the capital outlay on basic 
industries and consumption goods industries over the

whole period is roughly S*5, which is much
Basic iaoufttrieft o   ̂*
and coBsumptioii smaller than in the case of the U.S.S.R.
* * This brings out the fact that we have given
more attention to consumption goods in our plan.
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98. The total expenditure on basic industries over 
the whole period is estimated at Rs. 3,480 crore& A laî ge 
proportion of this will have to be spent on 
the import of foreign capital equipment.
The total amount of external finance which 
is likely to be available to us is, however, in the 
neighbourhood of Rs. 2,600 crores only. The expenditure 
on basic industries during the first two plans î hich 
amounts to Rs. 1,680 crores is well within the limits 
of our external finance and we presume that the basic 
industries which would be developed in the first two plans 
would be such as would themselves produce a substantial 
proportion, if not the whole, of the capital equipment 
needed for the basic and consumption goods industries to be 
developed in the third period,

99. While fixing targets for the development of 
agriculture, communications, education, health and housing, 
we have attempted, as far as possible, to 
strike a balance between the requirements 
of each stage of development and the resources and 
personnel available during that stage.

B5

Balanced view

MiittKl b9 S Kamn, tit Ths Oo»m«roial Pnatiiig Ptmw, CPr«v TaAattom lA lt  
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