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INDUSTRIAL GROWTH IN INDIA—-PERFORMANCE
AND PROSPECTS

By
J. C. SANDESARA *

University of Bombay

[am grateful to the members of the Governing Board of the Lala
Lajpatrai Tostitute for inviting me to deliver this year’s Lala Lajapatrai
Memorial Lecture. Their decision as | see it, reflects more than anything
else the abundant affection in which the members of the Governing Board,
most of all Dr. B. R, Rairikar, hold me, for which I am all the more
grateful. 1 feel doubly honoured because (a) this lecture series is in the
memory of a great son of India, Lala Lajpat Rai, and (b) this lecture
gives me a place in the company of the illustrious lecturers who have
preceded me in this series.

2. India of the late 19th century and early 20th century produced a
number of great men and women. These persons put service before
self apd patriotism before parochialism. Lala Lajpat Rai, popularly
and endearingly called Lalaji (1865-1928), belonged to that galaxy.
The Lalaji was a front-rank soldier of the early struggles for our
Independence. He changed the ideas of people and fought for their rights.
The title *The Punjab-Kesri’ {the Lion of the Punjab) by which also the
[.alaji was known, does indeed not do full justice to him, for his activities
and impact were not restricted to the Punjab but embraced many other
parts of the country as well. In that sense, he was a *Bharat-Kesri' (Lion
of lndiay., OFf him, Mahatma Gandhi has said : “'From his vouth, he made

country's service his relizion......... His activities were multi-farious........
It is impossible to think of a single public movement in which Lalaji was
not 1o be found... .. He suffered...... when suffering had not become

X

customary or fashionable .. .. Our Independence in 1947 and our
economic and social progress are founded substantially on the sufferings
and sacrifices of perscns lLike Lalaji. Indeed, India will ever bein an
irredeemable debt to them.

3. The Lalaji firmly believd that no nation can have a take off and
sustained development without the fulfilment of the preconditions of
sound helth and sound education among its citizens. In line with this
belief, he devoted a large part of his life to these activities to improve upon

* My grateful thanks are due to 5. P. Goswami, A. Balachandran and T. R. Bishnoi
10T statistical assistance. and to K. Kuttvkeishnan for typing this script and its
drafts.
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the existing state of affairs in these areas. It is, therefore, in the fitness
of things that this Institute, established to perpetuate Lalaji’s memory,
15 devoted to furthering the causes of health and education in this city.
[ take this opportunity of congratulating the members of the Governing
Board for the splendid work done by them and for earning rightfully an
enviable reputation in a short time. I trust that Lalaji's memory would
always inspire them in their future work as well.

4. A perusal of the scripts of lectures delivered by my predecessors
soggests that their themes have varied widely and that the lectures have
been of high quality. The first suggestion makes my task easy, and 1 have
taken the liberty of makiog it easier by choosing a theme in which my
hapdicap is less. The second suggestion, however, makes my task indeed
very difficult. If, therefore, you find on balance this lecture falling short
of that standard or of your expectations, I request you to draw upon your
kindness and forgive me.

5. 1 have chosen to speak to yvov on *'Industrial Growth in India-
Performance and Prospects.”” My focus is on the recent past and the
near future. I begin with India’s achievemenis, and view them in the
perspective. [ then go the core i.e. to the delineation of high and low
growth phases, and the factors underlying the differntial performance.
After this, T turn to the prospects, enumerating alongwith the conditions
relevant for their materialisation. A couple of related remarks and 1 have
done.

Il Achievements

6. India is often described as a major industrialized economy. This
description is based on the absolute values of certain indicators of indu-
strial growth, Thus, for example, in terms of value added in manufacturing
with its value of L. 5. % 135,068 million in 1978, India ranked 14th in the
list of 92 countries.” In terms of empleyment in manufacturing, with the
number of 5.8 million in 1979, it was 6th in the list of 92 countries.® And
in terms of the scientific and technical manpower, with the number of 1.17
million it stood 11th in the list of 72 countries.”

7. Industrial production during the pre-independence period took
place without a proper framework of policy and planning. Industrial

1 The World Bank : World Development Report, 19%1, Washington 1981, Table 6,
p.p. 144=45.

2 kmternational Labour Office @ Year Book of Labour Statistics, 1880, Geneva, 1980,
Ch. I1, Table A, pp. 221-19,

3 UNESCO : Stavistical Year Book, 1977, Paris, 1977 Table 7.1, pp. 607-4.
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production during the period 1900-46 is estimated to have grown at the
poor rate of 2 per cent per anpum.® At Independence, we had a slender
industrial base. That base was dominated by small industry. And the
limited large industry part of that base was to be found by and large in
consamer goods industries, in private sector and in a few regions. The
highly lopsided or unbalanced character of that base is underlined by the
absence or relative unimportance of basic aod capital goods industries,
of public sector and of wide-spread spatial distribution. The achievemenis
described above have, therefore, to be attributed largely to the remarkable
strides India bas made in the field of industry and related and supporting
activites during the psriod of three and a half decades since Independence.

8. In the period since Independence, industrial growth and develo-
pment have been guided within the broad framework of Industrial Policy
Resolutions and the Five Year Plans. We had the 1948, and have currently
the 1956 Industrial Policy Resolutions. We have completed the five Five-
—Year Plans and are in the midst of the Sixth Five-Year Plan. The policy
and plans have bzen supported by massive efforts to raise resources and to
invest them productively, by numerous rules, regulations and measures,
and by the sstablishment of a number of new agencies, departments and
iostitutions and the strengtheniog of the existing ones-all with a view ot
subserving the objective of rapid industrial growth and other objectives
laid down in the policy and plans. Thaoks to this work, the industrial
scene of India today is considerably differsnt from the one we had at the
time of Independence.

9, The point mav be illustrated by relevant statistics.
fa) Industrial production grew atthe trend growth rate of 6.1 per cent
per anoum during 1950-79 as against 2.0 per cent during 1500-46°.
{(b) This rapid growth has not only increased the importance of industry
in the Indian economy, but it has also been accompanied by the narrowing
of the various disparities and imbalances of the industrial structure. To
put it statistically :

Industry’s importance in the gross domestic product {1970-71 prices)
increased from 15 per cent in 1950-51 to 23 per cent in 1978-79%

The registered manufacturing units increased their share from 35 per
cent of gross domestic product in manufacturing (1970-71 prices) in

4  Government of India, Planning Commission, Sixth Five Year Plan, 1950-85,
Mew Delhi, 1981, Chapter 1. para L.3. p. 1

5 Ibid., Anpexure LI, p. 11,
6 Ibid., Annexure 1.5, p (3.



1950-51 to 63 per cent in 1978-79, The percentage of the unregistered
manafacturing weits declined from 45 to 35 per cent over the iame
period-.

The weights of basic and of capital goods industries in the index of
industrial prodoction increased whereas those of intermediate and
copsumer poods industries declipad aver the pariod. Thus, for example,
the weiphtages of the first (wo proups ipcreased from 21,33 and 4.71in
P95 10 3228 and 1573 in 1970, whereas those of the last two gronps
declined lrom 24.59 and 48.37 to 21.95 apd 31.0} respectively over the
same period’. To look at this diversification differently, consumer goods
accounted for over rwo-thirds {68 per cent) of the value added in the
lpdian factory sector in 1930-517. Their share declined te 37 per cent in
1977-78. Each of the other three proups showed a substantial increase in
their sharestt,

Public sector accounted for 8§ per cent of value added in ovpanized
industry and mioiong in 1960-61. 1t share increased to 29 per cent in
1977-750,

The shate of the Four industrially developed states — Maharashira,
West Beagal, Gujarat aod Tamil Nadu — in the vaiue added in the factory
sector in I[ndia declined from twe - thirds in 1960 to 57 per cent in
1977-78.1:

10. It is these achievements of rapid indostrial growth cogpled with
diversifications in different directions that have given India the distinction
of a majlar indusirialized country in ubsolute terms.

1Y, Cwur pride io these achicvements will be tampered whep seen in
the perspective. Notwithstanding thess pains, India remains one of the
poorest nod the slowest growing countries of the world.  With its presenpt
per eapila grass pational product (gop) of U. 5. § 196 (1979), India ranks

7 Central Siatistical Crganization, Depatiment of Statistics, Ministty of Planniog.
Government of India: Natiooal Income Siatisties, 13°0-71 vo 1876=77, 470, Appen-
dix A 1.2, p. 140 and the same for 1970-7%, 19E1, Stalement 7. p. 21,

£ M ¥ Khan: "Trends in Industrial Predustion, 1951-7T7", Heserve Bank of 1odia
Occasionul Mapers, Bumhbay, fune 1280, Takle 2. p 73,

9 )0 Bandesara, “lodastriel Economy @ Objectives, Achievements and Fraoblems™
in 1. €, Sandcsara ¢ Ed. ). The Indian Ecunomy, 'erformance and Prospects, Bombay,
1974, Table 1X. p. 582,

14+ Indias Merchants Chamber, Economic Research and Training Foundation :
Industry in the Indiao Ecoromy, Bombay, 1550, Tuble 2, p. &

11 Government of {ndia. op, b, p. 4.

17 Ipdian Metchants Chaenber, op. cit.. Table 10, p. 25,
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108th in the list of 118 countries, and with the average annual growth of
gnp per capita of 1.4 per cent per annum during 1970-79, it ranks 87th in
the list of same number.’® The gross manufacturing output per capita
in India (1976) is U. 5. § 91, and with this figure it ranks 38th in the list of
44 countries. '

12 Indian planning, since 1956 has relied heavily on industrialisation
of the Indian economy as the king - pin in its strategy for economic
growth. As seen above, while the achievements in absolute terms appear
to be impressive, in the perspective they are rather meagre. What is
worse, the edge of that pin has blunted since some time. If industrial
growth is expected to continue to play the role of the engine of
economic growth in India in future-and I see no escape from this position-
then it is all the more necessary to analyse statistically and substantively
the industrial growth experience of the past so that after a follow~up
action on the basis of the lessons suggested by the analysis, industry is
reestablished to its rightful role as the growth sector of the Indian
economy. It is to this analysis that [ now turn.

III Growth Performance

13. Table I gives the statistics on the index of industrial productien
and the rates of growth for the period 1951-80. Industrial production
during this period became five-fold with the index number of 29.7 in 195]
becoming 150.7 in 1980. 1In 1961, the nuvmber was 59.3 and in 1975,
119.2. Thus, whereas it took a decade for the first doubling it took a
decade and a half for the second doubling. To put it differently, whereas
the 1951-65 period witnessed an increase in industrial production by 2.8
times, 1966-80 peripd witnessd an increase by only 1.8 times.

14, The point may be highlighted by the data on compound rate of
growth. The rate was 5.8 per cent for the three decade period. The
rates for the 1951-40, 1960-70 and 1970-80 decades were : 6.9, 6.3 and 4.2
per cent. For the 1951-63 period, it was 7.7 and for the 1965-80 it was 4.0
per cent. As compared to the respective previous years, the rate of growth
was negative in 1966 and 1967, -.5 and - 4 per cent respectively. For a]]
other vears, it was positive. The growth rates are marked out by wide
fluctuations. Thus, for example, of the years with positive growth rates,
1980 with .8 per cent showed the lowest rate and 1955 with 14.5 per cent
the highest. The rate of growth per anpum was higher in a2 continuous
manner for each of the seven years from 1939 to 1965 than the compound
rate of growth of 5.8 per cent for the period 1951-30. Of the other years

13 The World Baok. op. cit.,, Table 1, pp. 134-15,
14 Ihid., Table 6, pp 144-45.
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the rate was higher in seven vears, namely 1954, 1955, 1956, 1968, 1969,
1976 and 1974,  To put it dilTerently, of the 29 years covered by the table,
of the 14 years where the rate of growth was higher than 5.8, 10 fell during
1951-65 and 4 during 1965-80. Thus, the first decade and a half may be
designated as the period of high growth rates, and the period since then
of low growth raies.

15, Thanks to the slackening of the rate of growth during the later
periad, the rate for entire period has turped out to be low. First, the Indian
rate is amongst the lowest in comparison with other countries. Of the 66
countries for which the average aonual growth rates of industry for the
decade 1960-70 are available, with its rate of 5.5 per cent India ranks 45th;
and of the 9] countries for which 1970-79 data are available, with 4.4 per
cent, India ranks 4%th.!* Tt is true that in view, among others, of the
differences in the structures of the national economies and in the relative
importance assigned to industry in the development programmes of these
economies, international comparisons have to be made with a lot of
caution. All the same, the statistics leave no doubt as to the fact that
the ludian affinity, interms of industrial growth, is more with the slow-
growing than with the fast-growing countries. Second, the rates are low
also in the sense they have fallen short of the targets, especially during the
past-Third Plan period. Thus, for example, the Fourth and the Fifth
Plans stipulated the rates of growth of & to 10 and 8 per cent respectively.
As against this, the rates realised were just 4.7 and 5.9 per centin that
order.!” Third, it caonot be said that Indian planners had stipulated
excessively high rates of growth-well-nigh impossible to attain. The
realism of these rates is underlined by the fact that of the 2% years for
which the data on the rates of growth over the previous vears are given in
Table 1, A in 9 the rate exceeded & per cent, of which in 6 - that is 1960
through 1965 - it did so continuously. It caonot therefore be said that
the planpers were building castles in the air.

16, 1 now turn to the facters wunderlying this differential
performance.

IV High Growth Period-Underlying Factors

17. A probe into the factors underlying the slackening of industrial
arowth since mid-sixties may well be preceded by a probe into the factors
underlying the high growth during the fifties and the early sixties. The
latter may provide clues for the former,

1 Ibid . Table 2, pp. 146-47.

th Government of 1ndia, ap. cit, Annexure .1, po 11
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18. Ttis well-known that industrial growth, like the generic economic
growth, isa result of seyeral different types of complex, mutually intera-
cting factors. The list will include natural, technolsgical, social, political,
psychological and other factors, along with, of course, the economic ones.
Some of these factors at [east in some measure (e. g- law and order,
enterprise}) are ip the nature of prerequisites; but maost others io varying
measures (2. g. skill and discipline) would be forthcoming along with or
is & consequence of growth, Then, there are some factors which are not
very significant or relevant in the immediate context {c. g. rescarch) and
some which are (e.g, investment and efficiency). You do not have the time,
and I do not have the competence, to po into the gamut of all these
factors. Io this lecture, T, therefore, propose to focus attention on the
economic factors, and there too on the factors of immediate relevance. A
short listing on these considerations suggests that the factors underlying
the high growth rates may be examined broadly in terms of economic

policy, industtialisatian—patterns and objectives apd investment, especially
in industry.

19. Most of us who live in urban areas, especially in industrial
metropolis such as Calcutta, Bombay, Madras, Kanpur, Ahmedabad,
Hyderabad and Bangalore, are deeply impressed by the significance of
industry to our lives. While these impressions are no doubt not without a
basis, that base is parraw and limited so that when generalised thereof for
the economy, the picture would turn out to be misleading, As much as
four-fifths of the total population af India lives in rural arcas, leaving a
balance of one-fifth in urban areas. Agriculture engages 70 per cent of
the labour-foree and contributes around 45 per cent to the national income.
Hence, it has long been realised that inall attempts to develop and to
grow, ina couniry like India while agriculture would continue to be
important, the emphasis would have to be on industry. This emphasis
stems from a variety of considerations. Ipdustry isa less important
sector of the Indian economy. Statistically speaking, it engages about
one-tenth of the labour force and contributes around ope-fifth to the
national income. It should, therefore, grow ata faster rate than the
predominant sector that is agriculture. But more importantly, since the
bulk of agriculture is nature-dependent and traditional, it has to be freed
fram the vagaries of weather and has also to be madernised. In this task,
industry alongwith infrastructure stands to the fore. Inputs such as
fertilisers, pesticides, insecticides, tractors, etc. as well as infrastructural
facilities such as irrigation works, etc. canpot be had but far the building
up of capacitics in the respective products, and the supporting activities
most of which are in the indestrial sector. Moreover, to the extent
industrial employment consequent to industrial growth is promoted
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through a transfer of less productively employed workers in agriculture,
it would also help increase productivity of agriculture and stimulate
agricultural growth. A well-developed agriculture will in turn stimulate
industrial growth further, as a feeder of raw materials and as a market of
products for industry. It is in this perspective that industrialisation
becomes a king-pin of economic growth and development in a country
like Tndia,

20, While the experts in general apree in regard to the role of
industry as the growth sector, there are differences among them in regard
to the pattern of industrial growth to begin with. One view is that the
initial thrust should be to the light, consumer goods industries. Such
industries have a low capital-labour ratio,and a high wage-component in
value added. Through larpe employment and more consumption, they
stimulate demand for a variety of poods catering to basic and felt needs-
cereals, pulses, cloth, edible oils, housing, and so on.  The prices of these
products go up and profitability of the undertakings engaged in their
supplies improves. This in terms stimulates more investments in these
activites. These investments would in turn stimujate demand for interme-
diate goods-spindles, tubes, tyres, etc., and through them of capital goods-
machine tools, machinery diese] engines, power transformers, etc., and
through them of the products of basic industries—fertilisers, power, coal,
iron, steel, other metals, etc. Thus, basic industries develop in the last
stage through the waves of demand generated through the growth of the
previous stage industries, the propelling force being provided by the growth
of light, consumer goods industries,

21. The other view is that the initial thrust should be given to the
heavy, basic goods industries, Such indostries have a high capital-labour
ratio and have high surplus component in value added. They thus provide
funds for further investments. Some of these funds may be required for
investment in basic factors, and some may be available for ipvestment in
other sectors. As to the latter, next in sequence come capital goods
industries which are also high capital-involving and for which favourable
climate for investment 15 created through the augmented supplies of their
inputs which are the products of the basic industries developed during the
previous stags. Basic and capital goods industries in turn transmit growth
to later stages through investible resources and supplies of output-first to
intermediate goods and from thence to the light, consumer goods.  Thus,
the consumer goods industries develop ip the last stage through the waves
of supplies and surpluses geperated through the growth of intermediate,
capital goods and basic industries in that turn - the propelling force being
provided by the growth of the basic industries,
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22. Wa may also pote here some of the economic implications of
these two approaches, They have different implications in terms of
income, consumption and saving through time and for a given vear. Under
the first appioach saving would be less, and income, consumptien and
employment more inthe short-run than under the second apptoach.
However, in view of less saving, investment would also be less, so that in
the long-run income, consumption and employment would be [less under
the first than under the second approach. On the other hand, under the
second approach, savings would be more, though income, consumption
and employment would be less in the short-run than under the first
approach. However, in view of more saving in the short - run, investment
would also be more under the second than under the first approach. Thus,
it is a question of trade_5ff between the concerns of the present and the
future generations.

23. The above is, of course, & very simplified exposition of the basic
principles of the two approaches. At any point of time, the real world
situation will be far more complex. It sheuld also be added that no
nation would chalk out jts path in that pure, one or the other, appproach.
At any point of time apd ip any path chalked out for industrial growth
there would be an amalgam of different types of industry in varying
measures. For practica] purposes the approach has to be labelled as one
or the other, depending upon the emphasis given to the component ofa
particular group/sroups of industries in that mix in the early stage.

I4. Beginning with (956, Indian Pianning has more or [ess through-
out been based on the second approach, so that in the programmes of
industrial growth and development, heavy industries-basic and capital
goods-have occupied a pride of place.

25. [t is pertinent to note that even in the sphare of that pattern of
industrialisation, we have had several objectives. Among the objectives
which figure prominently, mention may be made of the following :
{a) rapid industrial growth with special emphasis on heavy-basic and
capital goods-industries to be developed exclusively or principally in the
public sector, (b) prevention of concentration of economic power in private
hands, (¢) reduction of regional imbalances, (d) promotion of self-reliance
through exporl-promotion and import substitution and (g) protection and
and promotion of smga)] indvstry., It also needs to be highlighted that
these objectives often ¢onflict with one another, at any rate in the short-
run,  Thus, for example, if the objective of reduction in regional
imbalances is pursued a5 a high priority objective, more resources would
have to b spared for this purpose. Building of infrastructure and adoption
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of various kinds of incentives to attract induostry to backward areas,
resirictions on substantial expansion or establishment of large industrial
undertakings in developed areas, and starting of the large propulsive
industry by the state in backward areas may become necessary. The
experience of promoting industrial growth in such areas indicates that the
measures to be effective have to be substantial enough to make impact on
the region. A good part of resources devoted for this purpose may
produce tangiable results only in the long-run, and to that extent
provision of resources for this purpose would make for their more
limited availability for the industries located in other areas which would
have contributed more to the industrial growth in the short-run.  Thus,
reduction of regional imbalances would be accompanied by a lower rate
of industrial growth.

26. Tt must also be clarified that while these objectives have been
figuring in the government documents all along, in practice it is rapid
industrial growth that seems to have been pursued more vigorously than
any other objective. The implication of this is that in case of conflict, the
guestion of priority has been settled in geperal in favour of that objective.
This seems to be the case for almost the whole of the planning period,
barring a brief interlude of three or four years beginning 1969 when the
Cangress party was split for a ‘radical’ reorientation of economic and
social policies. And it must also be added that barriog a brief interlude
of 1977-80, the Congress party has been in power at the Centre throughout
since Independence It has been in power for the greater part of the
period in most of the states also. So that the industrial growth objective
can be said to have reigned supreme almost throughout the period.

27. We now turn to the third factor, namely investment. Table 11
gives details on this aspect. [t will be seen from Table 11-A that gross
capital formation as a percentage of gross domestic product (gdp) (current
market prices) increased from 10 per cent in 1930-51 to lmr cent in
1955-56 to 17 per cent in 1960-61 to 18 per cent in 1965-66. Secondly,
while a large bulk of this investment was financed by domestic saving, the
relative share of foreign savings has increased over this period.  Thus, for
example, in 1950-51, gross domestic saviog formed 10.2 per cent of the
gdp as against the gross capital formation of 10 per cent ; in 1965-66 the
latter was 18.2 per cent and the former 15.6 per cent. This is also shown
by the fact that net aid as a percentage of plan expenditure increased from
from 9 per cent during the First Plan period to 28 and 27 per cent during
the second and the Third Plan periods (Table 11-B). Thirdly, the shares of
the household and the public sector savings in the net domestic savings
have pone up over this period. The former increased its share conti-
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nuously from 10 per ¢ept jn 1950-51 to 31 per cent in 1965-66, and the
latter more or less $0 from 19 per cent to 23 per cent over the same period.

28. For 8 more concrete manifestation of the reflection of the
priorities we have to tyrp to the investments in industry, aggregately and
by plans. The relevant data are presented in Tables 11-C through 11-F.

29. Gross domggric papita) formation ip manufacturing as a
percentage of gd_'p{currcnt prices) was 4.71 per cent in 1960-61, and
after showing fluctuations in the intervening years showed a rise to 5.07
per cent in 1965-66. The bulk of this formation was in the registered
sector; the share of the unregistered sector varied from .33 to .58 per cent
of the g_lt_[: during this period (Table 11-C).

30.  Public sector putlay on industry in the First Plan was 5 per cent
of the total of which the outlay on the organised sector was 2.5 per cent
and that on the villagy and small industries 2.1 per cent. The statistics for
the Second and the Third Plans show a very substantial step-up, to 24
per cent and 23 per gept repectively of which the percentage for the
organised industry iy each plan was 20. {Table II-D). The data on
investment in the private sector industry are notavailable for the First
Plan. The data on the aggreate outlays (that is public sector outlay and
private sector) for the Second and the Third Plans show a similar position.
The percentage for the jpdustrial sector for both of the Plans was 26, of
which that for the orggpised industry was 21 in the second Plan and 22 in
the Third Plan {Tabls [1-E).

31. This tremendouy shift in favour of industry, more specifically organi-
sed industry has been gecompanied by substantial step-ups of investments
in favour of heavy indystries and public sector. Thus, for example, of the
total investment (oub)s apd privese sectps) ip indvsisy ip the First Plap,
metallurgical, engineeripg and chemicals claimed 46 per cent; as against
this, these three grogps claimed 74 and 70 per cent during the Second
and the Third Plans.® Sjmilarly, public sector investment in industry
accounted for 15 per cent of the total investment during the First Plan.!*
The percentages for the Second Plan was 53 and that for the Third Plan
58; the shift was more marked for the organised sector where the
percentages wers 56 angd 62 respectively (Table 11-F).

32. To sum up : the high rates of industrial growth witnessed during
the first three plans qre due to (a) the emphasis on industrialisation in
economic policies, (h) the heavy-industry oriented strategy of industria:

17 I.C. Sandesara, op. G, Table 111, p, 478
1% Thid, Table IV, p. 57g,
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lisation, and the pursuit of industrial growth as a supreme objective in the
industrial policy and planning, and ic) the substantial investments made
and the capacities created in the industrial sector as a follow-up of the
first two decisions. This framework also explains the various types of
diversification referred to in para 9.

YV Low Growth Period-The Same Factors?

33, What is the relevance of these factors in explaining the slackening
of the rates of growth which seem to have stabilised around the 4 per cent
line after the Third Plan? The first of the three factors, namely economic
policy is obviously upimportant in the explanation, asthe emphasis on
industrialisation has remained more or less the same almost throughout
since [966 as it was during the preceding period. The interlude of two
and a half years since mid-1977 when rural development came to the fore
15 too brief to have been note-worthily effective for halting the on-going
priorities of the early period and for initiating programmes on the new
priorities on a sustainable basis for the later period.

34. Asrepards the second factor relating to industrialisation-patiern
and objectives, it is often suggested that since 1969 the other objectives
such as prevention of concentration of economic power in private hands,
reduction of regional imbalances, and promotion of small industry bave
come to receive more emphasis than before. Further, it is often suggested
that to the extent that these objectives compete with the objective of rapid
industrial growth, their pursuit may have affecied adversely the latter.
The evidence cited in this context relates to the pationalisation of commer
cial bapks in 1969, the MRTP Act 1969 and the establishment of the
MRTP Commission in 1970, nationalisation of non-life insurance business,
the directives and instructions issued by the Government to the various
agencies/institutions for a favoured treatment of the groups serving the
various social objectives, etc. Tt is difficult to say how important these
factors are in explaining the slow rate of growth, Butip any assessment,
at least three things must be kept in mind. (a) Couatrols, restrictions and
nationalisations were there in the earlier period also.  Thus, for example,
the Industries (D and R} Act came into existence in 1951, The [mperial
Bank of India was nationalised in 1935 and the life ipsurance business in
1956. As compared to the less radical 1948 Industrial Policy Resolution
and the less State-Sector First Five Year Plan, the 1956 Resolution s
morte radical and the Second and the Third Plans involved higher outlays
in the public sector. (b) The changes referred to 1n the bepinning of this
para have occurred beginning with 1969, whereas sla.kening in the rates
of industrial growth had commenced earlier, since 1966. Moreover, it has
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to be remembered that what we are trying to explain is slackening in
industrial production, and a lot of time-lag is involved between the time
when a major policy decision is announced and the time when it is reflected
in production. Thus, for example, as a follow-up of a U turn in a policy
decision, tules and regulations have to be framed, existing institutions,
agencies have to be strengthened and for new ones created, the announce.
ments thereof have to be made, the applications under the new schemes
have to be invited, received and processed and monies thereof have to be
sanctioned and disbursed. From the side of the entrepreneur, while
some of the seque oc es may have been started prior to disbursements, most
others would follow after disbursements. Tne stage include : purchase of
land, building of factory, purchase and installation of plant and machinery,
training of workers trial production. It is only then that the policy would
be found reflecied in preduction. Often the timelag between a policy
decision and its percolation into production may be four or five years.
Meanwhile, things go as uwsual, on the old policies. ({c) Thirdly, since
1973 while the things, by and large, continued on paper as they were
during 1969-73, in practice there does not seem to have taken place a
vigorous follow-up of other objectives, so that in effect industrial growth
contineed to have the same high priority in industrial policy as it epjoyed
during the pre-1969 period. On these considerations, the greater emphasis
on objectives other than the industrial growth obiective cannot explain
the slackening of industrial growth, except perhaps in a marginal way.

35. Thus, of the thrze factors considered in the context of high
growth rates, the first two, namely the emphasis on industrialisation in
economic policy and the pursuit of industrial growth as a supreme objec-
tive are not helpful or pot much helpful in explaining the slackening-
thanks to their conspicuousness in the period of low growth rates as in the
period of high growth rates. How does the third factor fare ?

36. Let us return to Tables [I-A through I1-F. From 18 per cent
in 19635-66, gross domestic capital formation as a percentage of gdp fell to
15 per cent in 1968-69, but registered increases thereafter to 20 and 24 pet
cent in 1973-74 and 1978-79. Secondly, during this period, the relative
share of foreign savings has declined over the period. Thus, for example,
in 1968-69 gross domestic savings formed 14.1 per cent of the gdp as
against the gross capital formation of 154 per cent, whereas the
corresponding figures in 1965-66 were 15.6 and 13.2. The percentages in
1973-74 were 20,0 and 19.3 and in 1978-79, 23.7 and 23.9. This point is
also underlined by the fact that net aid as a parcentage of plap expenditure
which Increased from 27.2 per cent during the Third Plan period to 33.9
per cent during the Apnual Plan periods declined to 11.2 and 8.9 per cent
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during the Fourth and the Fifth Plan periods. Thirdly, for the preater
part of the period the shares of the public seclor savings and private cor-
porate cooperalive savings have declined, Thus, for example, the share of
the former declind from 23 per cent in 1965-66 to 17 per cent in 1968-69 o
13 per cent in 1973-74; and of the latter from 4 p2r cent in 1965-66 upder
3 per cent each in 1968-69 apd 1978-79. It must be noted that the former
showed a sharp increase to 19 per cent in 1978-79 and the latter to 5.79%
in 1973-74. A sigpificant point here is that inspite of this sharp incregse
in 1978-79 public sector savings did not reach the level of 23 per cent
already reached in 1960-61 and 19635-66 { Tables IT-A and B).

37. A look at Table 11-C shows a relative decline in capital forma-
lion in industry for a number of years during the later period compared
to 1965-66. Thas, for example, capital formation io industry was 5.07%,
of the gdp in 1965-66, but in 1967-68 through 1970-71, 1972-73, 1976-77
and 1977-78 it was less than this percentage — the lowest of 3.93 beipg in
1968-69. Tn the other vears of the period since 1966-67, it was higher.
The number of years for which, the percentage of gross capital formation
in registered manufacturing was lower than the percentage in 1965-66 was
more than in manufacturing - 10 and 7 respectively.

3. Public sector outlay on industry formed 23 per cent of the total
outlay in the Third Plan. In the Annual Plans apd the Fifth Plan, it was
nearly 25 per cent of the total, but was lower in the Fourth and the
Relling Plans - being 20 and 22 per cent respectively, (Table 11-D),
For the period after the Third Plan, the data on private invesiment by
industry are not available except for the Fourth Plan. The aggregate
outlay {public sector outlay and private sector investment) for the Fourth
Plan was 23 per cent as against 26 per cent in the Second and the Third
Plans (Table 1I-E).

39, Thus, unlike the wpward moving rates in capital formation
aggregately and in industry during the early period, we have fluctuating
and low rates for several years during the later period. While the com-
parable data for the later period by investments in industry and by sector
are not fully available, 4 perusal at the available data indicates a simjlar
position for investments in heavy ipdustry and public sector. As Table
IT-F shows, the share of public sector investments in the total investments
declined from 64 per cent during the Third Plan to 60, 38 and 56 per cent
during the Fourth, the Fifth and the Rolling Plans.

40. Many different types of explanations have becn offered to explain
the declines or low rates of capital formation in geperal and public sector
and industry investments in particular, witnessed during several years of
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the period since mid-sixties. They are valid in varying measures at ppe
ot the other time during this period. First, the relative reduction in
foreign aid has been due to several factors, some of the important opes
include : Our inability to make a more efficient use of the asaistance
already given, our own self-reliance objective, the tighter resource position
in the countries/agencies giving assistance because of respective domestic
inflation problems, thanks, among others, to increased oil prices,and of
course the political factors. Second, the decline in the gross domestic
savings and of public sector savings is due to higher rates of lnflation,
poor coniribution of agriculture te resource mobilisation, inereaseé jn
unproductive expenditure, and less efficient use of the already invested
capital. The last-named point is developed in detail later (Section V1),
and the other points are dealt with here briefly.

41. Tables [[[-A and III-B highlight the generally higher rates of
inflation during the period since mid-sixties. The compound rate of
growth for 1951-79 was 5.73 per cent per agnum. The rate for 195143
was 2.43, and for 1965-79 7.90. Decadewise, the rates for 1951-g0,
1960-70 and 1970-79 were 0.70, 6.21 and 8.51. The high rates of inflatign
made their own cuts in domestic savings, and the concern for containing
inflation also led to curtailments of investment as well. Then, there is a
further fact that in a number of products, capital costs increased at g
faster rate than their prices during the later peried, so that more capital
would be required for producing given guantities. Thus, for example,
for the two years for which the data are glven in Table III-C, projact
cosls (maximumj fn sugar, cement, cotton textifes and two wheefer
scooters increased by 214, 5, 247 and 40 per cent, their prices increaged
by only 71, 2, 164 and 7 per cent respectively. Secondly, inspite of
increased incomes in the agricultural sector, especially in certain areas
and of the big farmers, agriculture has not coptributed adequately to the
raising of resources, nor has there been an appreciable reduction in the
subsidies and reliefs being granted to it over the period. Finally, the
unproductive expenditure of the government appears to have increased
over the period, leaving to that extent less resources for productive
activities. Thus, for example, the defence expenditure on revenue apd
capital accounts in 1950-51 was Rs. 168 crores. It increased to Rs. 281
crotes in 1960-61. Esxpressed as percentages of gnp, it works out at 1,77

and 1.84 per cent in these years. It increased more sharply in later vesars:
to Rs. B&3 crores in 1965-66, Rs. 1,200 crores in 1970-71, Bs. 2,472 crores
in 1975-76 and to Rs. 2845 crores in 1978-7Y forming 3.70 percent of the
gop in 1265-66 and around 3 per cent for the later years.1?

1% The data on defence expenditure are from Resgrve Bank of India, Reports gn
Curreney and Finanee, Bombay for the respective vears.
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42. The above arguments may be summed up by saying that less
foreign aid, higher rates of inflation, poor contribution of agriculture to
resource mobilisation and increased unproductive expenditare during the
period since mid-sixties affected adversely in varying measures the
over-all rate of investment in the economy during that period. And this
position is reflected in its inevitable consequences of slackenings in the
rates of growth of industrial investment and industrial production during
the post—Third Plan period.

43. The slackening in the growth rate of installed capacity is seen
from Table IV. Of the 46 industries accounting for 46 per cent of the
total weight in the index of industrial production, in 36 industries (787 )
accounting for a weight of 31 (68 per cent), the annual average growth
rate of installed capacity was lower during three or all the four periods
(of 1966-67, 1968-72, 1973-74 and 1975-77) than that during 1959-65.
To terms of number, the percentage of such industries was higher in basic
goods industries, and in terms of weight, the percentages were higher in
intermediate and consumer goods industries during three or all the four
periods, than the respective percentages at all-industries level. This
slackening in the rates of growth of installed capacity is reflected in the
deceleration in the rates of growth of industrial production as well,

V1 Low Growth Period — Other Factors

44. | now turn to the other, perhaps more important factors under-
lying the deceleration. These factors may be broacly subsumed under
the head of efficiency/inefficiency in the use of invested resources. 1 begin
by noting the outcome of the industrial licensing system, and then high-
light and explain the more important of the manifestations of and the
tendencies to inefficiency.

45. Industrial licensing was supposed to operate within the frame-
work of targets with due regard to social objectives. As revealed by the
studies on this subject,” the targets themselves through most of the
planping period, were fixed without any systematic attention fo coOS(s
and benefits. The actvual results obtained appear to be showing wide

20 See, among others. P. B. Medhora | Industrial Growth Sinee 1950 @ An  Assessment,
Bomhbay, 1968; R, Hazari, Industrial Planning and Licensing Policy - Final Repaort,
MNew Delhi, 1967: Lok Sabha Secretariat. The Ninth Heport of the Estimates
Committee, New Delhi, 1967, Government of Indiz, Ministry of Industrial
Development : Heport of the Industrial Licensing  Policy Inguiry Committee,
MNew Delhi, 1069 and Jagdish N, Bhagwets and Fadma Desai: India - Planning
for Industrialisation, Oxford. [570.
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divergencies from expectations and in the absence of well-ordered priori-
ties, nothing but adhocism seems to have reigned supreme even here.
Thus, for example, a study of achievement in relation to plan targets for
the various industries reveals actual production diverging either way from
planned production, and actual capacities installed diverging either way
from planned capacities apd also from licensed capacities. In several
cases, the divergences have been very wide. These indicate serious
deficiencies in the administration of licensing and policies, and economic
planning in India cannot be said to have succeeded in avoiding wastes of
of economic resources, or in bringiong about a more socially rational
intervention.

46. The high cost weakness of the Indian industry did not become a
damper to industrial growth during the early phase of development
because of the necessity of creating and maintaining captive home markets
in the wake of import substituting industrial growth. However, thereafter
the tempo of industrial growth could not be maintained due, among
others, to the weakening in the pace of growth of these markets. An
important reason of sluggishness in the growth of markets was that
industry did not improve its efficiency through time. 1t is time we thought
that efficiency and quality are as important, if not more, as sources of
growth, as expanosion and quantity, In view of the increased need
of self-reliance, policies for efficient industrialisation would perhaps
become more difficult, but it is better to begin moving on that path sooner
rather than later. And here some openness coupled with a distinct bias
in favour of efficient projects in granting licensing and facilities and
concessions would be helpful.

The inefficiency of Indian industry is clearly seen, among others, in
excess capacity and less than three shift operations, incidence of sickness,
and poor performance of public sector units in industry. These three
problems are of course inter-related.

47. In view of scarcity of capital in relation to labour ina poor
country like India, a failure to utilise capital fully should be regarded as a
matter of serious concern. The Planners, in fact, have all along given high
priority to full utilisation of capital in our plans. However, this concern
appears to have made little impact. The point may be illustrated by
some statistics. Of the 42 industries having a weight of 31 in the index
of industrial production, in case of 23 industries (55 per cent) witha
weight 12 (38 per cent), the annual average capacity utilisation was lower
during three or all the four periods (1966-67, 1968-72, 1973-74 and
1975-77) than that during 1959-65. 1o terms of number, the percentage
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of such induostries was higher in basic and capital goods, and in terms of
weight it was so in these two and in the intermediate goods industries
during three or all the four periods than the respective percentages at the
all-industries level., (Table V-A). The more recent data for the years
1976-77 to 1979-80 for select important industries also show, generally
speaking, a tendency of decline in capacity utilisation (Table V-E),
Indeed, of the 118 product for which the data on capacity utilisation for
1979-80 are presented in the Sixth Plap document, 77 showed capacity
utilisation of less than three fourths.?! Avother and closely related
problem is the problem of multi-shift operations. It is common
knowledge that multi-shift operations are far more common in the
Western countries than here.

48. The reasons for under utilisation of capacity are several,
but these may be grouped broadly iate two: internal and external. The
former includes in respect of which the {roublespotis within the firm.
Examples of this kind are: break-down of machinery, non-reporting of
one or the other kind of workers, failure of the firm to marshall the flow
of physical and financial resources at the right time and in the right
quantity, etc. The other category ipcludes the Factors im respect of
which the trouble-spot is outside the firm, and where the firm i3
by and large helpless. Transport bottlenecks, power cuts, delaysin the
granting of necessary licenses for the import critical balancing equipments
or raw materials, etc. are examples in the cartegory. While it is difficult
to say how much of the idle capacity can be attributed to the former, and
how much to the latter, it is widelv acknowledged that the latter are
responsible for a good deal of idle capacity in Indian Industry.

49. On this point, there isa sharp focus in a recent Survey, and it
may well be put in its own words.

“The rough-and-ready testis whether industrial growth is constrained
by price ......... or by physical limits. And the rough-and-ready
answer is price does not seem to be India’s problem.”

*......... (it) can be explained only by physical bottlenecks to growth’".
In the list of physical bottleneck are electricity, coal and railways,

““In the 1970s, power cuts joined weather as standard conversational
fare. Sad to relate, they did the economy more harm than anything the
weather could manage. The government estimates that shortages of

21 Worked out from Government of India, Planniog Commission : Sixth Five Year
Plan, 1980-85, New Delhi, 1981, Anpexure 16,1, pp. 272-76.
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electricity have averaged 127, a year since 1975 ; on their own, they have
cut gdp by more thag 27, a year.”'

It is stated that investment in power is not the whole story.

UFgpr 15 years, uptil the Tate 1960x, capacity prew by 102 & year, the
supply of power by 127, 1 year.  These productivity improvements have
since been reversed, with capacity rising by 77, a year and output by 6%

“The real culprits are thermal {coal-fired) stations, which provide
over 60, of India's electricity.  Their capacity utilisation is about a §fth
lower than that of hydro plants {except for drought years. when hydro is
badly hit).”

The Sorvey than proceeds to list the preblem—areas of thermal plaats.
These inclede : poor maintenance, (trade union) politics, low prices, coal
shortages and transport boutlepecks. 1t also describes how industry and
power-boards are affected adversely by a growing share of power by
agriculture. Powercuts and load-shading are relatively more for indostry
than for agriculture; and sabsidies in tariff to asriculture and in rural
clectrification leave less resources for power-boards for expansion and
improvment of their services. To copclude :

“To list the failings of India's infrastructure one by one is to under-
state their scale, bacansc they are all connected.  The coal industey needs
more powst Lo dig mare ceal ; the power industry needs mere coal to
goagfate more power ; they both need the railways, and the railways need
bath of them. By tights, cemeat and steel belong io that sentcnce as
well; they are just as vital and almos: as scarce.”

““Mar do the links stap there ..., in subcontinental India, svery
infrasiructure virus is contagious. And money alone is not the cure ; with
better management, Todia can squeeze a lot more from its existing
infrastructure. Then industry would bave 3 chance torun instead of
hobbie, and extra moaey to pay For more and better Facilities would seon
spill from its pockets.''*2

3. Second in the list i9 industrial sickness. The number of sick units,
and their contributions to employment and output of the respective activities
vary from industry to industry. What js warse, the incidence of sickoess
seem to be growing in recent years, To industries like engineering and

22 “Iadia, Treadmill or Take-off, A Suevey™, The Lepnomist, London, 23 hMarch-3
April Y, e s and p. 28
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textiles, the incidence of sickness is substantial. Also, sickness is prevalent
in small as well as medium and large sized units. The number of large
sick upits increased from 241 to 378 and the credit outstanding for these
ppits from Rs. 609 crores to Rs. 1,158 crores between 1976 and 1979,
Engineering and textiles claimed the lion’s shares in both the years: with
85 and 56 wnits with credit outstanding of Rs. 241 and Rs 151 croresin
1976 and 130 and 88 with credit outstanding of Rs. 394 and Rs. 309 crores
in 1979 respectively { Table V1). As to the small units, the data are more
meagre. But here also, they underline the prowing incidence. The
number of sick upits and credit outstanding were : 16,805 and Rs. 182

crores as of June 1979, and 20, 975 and Rs. 262 crores as of December
197913

51. Industrial sickness is sought to be explained variously : poor
initial appraisal of the project, granting of licenses and financial and
other facilities to the other entreprencurs in the lines of activities of sick
units in a measure which may have led to the shrinkage of the market
of sick units, poor management, inadequate availability of infrastructural
facilities, government policies io respect of prices, taxation, ete. In a free
economy, while such sickness may continue for some time in the hope that
the unit would be revived, prolonged sickness would result in the closure
and liguidation of the units,  While a aumber of units may have been
closed down in India, especially in the small industry in India, this
solution has not found favour as a policy matter. HHere, it is thought that
where promotion of employment has been listed as a high priority objec-
tive, the State is duaty-bound at least to protect the existing employment.
Sccondly, some of the large sick units are located in or around small and
medium-sized units the economies of which would be dislocated severely
by the closure of such units ; in othsr cases there are powerful trade
unions and political considerations do not permit their closures. There
is, in the third place, a consideration that such closures will render
infructious capital investment and create an adverse climate for industrial
growth. It is for these reasons that Goveroment have adopted a number of
measures to rehabilitate sick units to health., These measures have,
however, not proved to be notable effective so that the impact of these
units is writ large on the iodustrial performance,

32. Finally, the public sector. One has to be very careful in inter-
preting sratistics on relative efficiencies of public and private sector induos-
tries even in comparable lines, for the basic objectives are not exactly the
same. In its price and profit policies, public sector enterprises have to work

3 M. S Patwardhan “Todustrial Sickness, Causes. and the Remedy™, The Economic
Times |Bombay) September 28, 1981, Table 1. p. 5
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under some additional constraints imposed upon by them to serve certain
specified social and other objectives. Also, they are working in more
risky, long-gestation invelving, techpnologically complex, pioneering types
of activities. On the other hand, because of these very considerations,
they enjoy priority and favoured treatment in a number of ways, such as
allocation of resources, sale of output, etc. On balance, however, one
would be right in taking the view that a slightly lower profitability of
public sector enterprises as compared to the same in comparable private
sector enterprises indicates a satisfactory level of efficiency in view of the
additional constraints. Even so, it would be difficult to counter the view
that profitability of public enterprises in India is poor. What is worse,
the position seems to have deteriorated for a number of vears in a
continuous manner. Thus, for example, in departmental enterprises
profitability (interest plus net profits as percentage of capital invested) was
6.3 - 6.5 per cent during 1962-63 - 1Y63-64, and around 3 to 5 per cent
during 1964-65 - 1968-70. In non-departmental enterprises, profitability
was 4-3 per cent during 1960-61 ta 1961-62, but was around 1 to 3 per
cent during 1962-63 to 1969-70. It seems to have improved during the
seventies, Welcome as this improvement is, it is inadeguate (Table VII).
As the Planning Commission has lamented : “The main reason for this
failurz (deficiency in investment) appears to lic in inadequate return from
past investment by the public sector ip industry, power, irrigation and
transport and the shortfall in targetted levels of budgetary savings."™**

53, The adverse effect of the poor performance is compounded by
the fact that public sector i1s the sole or the predominent producer
in the infrastructural activities and basic and capital goods industries,
so that through their more pervasive cffects they also affect for
the worse output in other economic activities as well. Apart from
the general factors which afect public sector as well as they affect
private secter, there are special problems of public sector in India
which have prevented it from giving a better account of itseif. In
this conoection, it would be well to remember that cach sector-private
and public-has its basic financial setting and motivational systems which
propel the work behaviour and influence the ability and willingness (o
work for the sector, As to the financial setting, as the private company
is more dependent upon the market for its survival and growth, after the
preoperative and the initial operating periods, it has to make and continue
making what the market regards adequate profits so that it can continue
receiving financial support from the investors. Onp the other hand, a
public sector company may take budgetary support for granted for long .

-+ Goveroment of Tndia, op. cit,, Ch. 1, para !11.pp. 2.
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Secondly, ina private company there is at the top some body or some
group which has a stake in the enterprise and this party enjoys unfettered
freedom in decision-making. 1t is this stake and this freedom which
combine to bring forth the best from this group for the service of the
company. And the top menagement is able to inculcate this stake in, and
allows freedom, to a sufficiently large number of employees at various
levels, who, also in turo, work to make enterprises viable and efficient.
Though pecuniary compensation plays apm important part in creating such
a stake,it would be a mistake to explain this stake solely in these terms, in
these days of heavy rates of income and wealth taxation. Also, since these
companies, especially the large ones are controlled through minority
ownership or managerially, the stake does not arise primarily by virtue of
awnership, The fact remains that for one or the other reason, a number
of people at high level are able to identify or adapt their own individual
motives to the motives or the goals of the controlling group or of the
company, for which they work. Further, if they do not deliver the
goods, it is not that their promotions are adversely affected or that they
may be “kicked up"™ and moved away from the centre of things.
They may even be sacked, so that there is a danger of even their material
well-being adversely affected. It is this logic which regulates the working
of a private company, and makes for its efficiency. On the other hand,
a public sector company, on the management side, is saddled with a
number eof handicaps.

The accountability to parliament makes the management more
cautious. The Ministers and Secretaries send feelers and 1pformal
instructions in regard to various functional areas personnel appointments,
appointments of contracting parties, etc. And management is often unable
to stand up to these “‘pressures’.  Also, many a public enterprise remains
‘topless’ for long. The best men are not selected for the jobs. There is
no propet fixation or delegation of responsibilities.  While a more favour-
able price policy would no doubt do some good to public sector enterprises,
the more important sources to be tapped for efficiency gains are surely
somewhere else.

54. The principal point of his section may be summed up by saying
that with the weakening of the home market and with the failure to
improve efficiency, Indian industry could not move at a pace during the
later period as it did during the earlier period. This is reflected in low
and/or declining levels of capacity utilisation, substantial and/or growing
sickness and poor performance of public enterprises in industry in posi-
Third Plan period.
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¥II Low Growth Period — Sequential Impact and Summing Up

55, Our explasation of the peet performance of Indian Industry
during the petiod sipve mid-sixties has tutned to two basic factors: low or
slow rates of growth of imstalled capacities in industry and poor or
declining levels of efficiency in the wse of these capacities during that
period. We may conclude chis discussion by highlighting the key role of
the shigzishness of tnvestmens and pradeciion in public saciar and beavy
industry aad their inefliciency In initiatiag and accentuating sequentially
the deceleration.

36, If industry has been the prowth scctor of the Indian sconomy,
public investments and iovestments in _heavy industry have been the
co-leadars of that sector. And as these leaders faltered, so did their
followers—private secter, intermedizte and consumer goods industries and
small indunstry. To slaboraté: The decline in poblic savings reduced the
capacity of the government to invest in the public sector industry. The 1956
Tndustrial Palicy Resolution carmarkad the development of key, basic and
capital goods industriss a5 exclusive or principal responsibility of the State.
Even if, therefore, the private secior kad the resources, it is by and large
precluded from flling the void created by the State’s shrunken resources,
Furthermare, in Lhe indusrrial structure that has been built-up in Todia, a
good part of large scale private isdustries is depeodent on the public
sectar through the latter’s forward liskapes with the former. Thus, for
example, inadequate investmentd in iron and stesl, power generation and
ather basic and key activities most of which are in the public sector, caonot
but have adverse gfeces oo inveitments in the inlermediate and consumer
poods indusiries which are mostly in the private sector.  Finally, the large
scale sector, both ia the public as well as the private sectors, has its own
Winkapes with the modern small acale stevet, mote especially with the
ancilliary units aod uaits engaged in jobbing aod subcoatracting. A
deeline in the over-all igvestment activity in the former would therefore
lzad to a declipe ir the same in the jatter.  The deceleration in the rate of
growth of production has been due to the poor and/or falling eficieney of
ipvested resources as well as it has been due to the slackening in the rate of
prowth of new capacity. And the reasoniog offered here in the context
of the latter is relevant in the ¢ontext of the former as well, because the
lead-sectors bkave pot been wanting in showing poor andjor decliniog
efficiency.

57. Ia this connection, the fellowing quetations from the plan
documeants are of jpterast.
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“In fact a high level of public investment in infrastructure and key
industries is a pre-condition for development in the private sector.
Moreover, many private enterprises depend on orders which flow from
public activity and their growth and profitability depend directly on the
expansion in public sector investment. " 2*

“There does appear .........to be a close relationship between the
trends in total investment and particularly public investment and industrial
growth., The period 1961-62 to 1964-65 when a 9 per cent growth
rate was achieved, the slump to 1.6 per cent during 1966-69 and the
recovery to about 6 per cent during the Fifth Plan period broadly follow
the trends in total and public investment during the corresponding periods.
As is natural, the most elfective of the various components of industrial
production to investment rates is capital goods and the least the consumer
goods sector."" "

“The organiscd industrial sector doees.........present several disturbing
features. One of the more disturbing of these features is the relative
decline in the growth of the small-scale sector as compared to medium and
large-scale sector ........ ASI data reveal that the share of the small-scale
sector in industrial production in terms of value added fell from [9.5 per
cent in 1968 to 16.1 per cent in 1975-76."%7

58. The point may be illustrated by statistics. The annual average
rates of growth at the all industries level was lower in all the four periods
(1966-67, 1968-72, 1973-74 and 1975-77) than that of 11.8 per cent during
1959-65, The rates for basic, capital goods, intermediate and consumer
goods industries for the period 1959-65 were 11.5, 26.8, 8.1 and 4.9 per
cent. Capital and intermediate poods industries showed lower rates for
all later periods than the respective rates of 26.5 and 8.1 per cent during
1959-65. Basic and consumer goods industries showed this feature for
three and two periods 1966-67, 1968-72 and 1973-74 and 1966-67 and
1973-74 respectively (Table VIII-A). Of the 36 industries for which data
for the anpual average rates of growth for these years are available, 39
(70 per cent) of the total of 56 industries showed lower rates of growth for
all the four periods, and 9 (16 per cent) for three periods. The percentage
of industries showing lower rates of growth during three or four periods
was higher in basic (87), capital goods (100) and intermediate (91) goods
industries than in consumer goods (75) industries. (Table VIII-B). The

Ihid., Ch, 1. para 1.9, p. 2.

6 Government of India, Planning Commission : Dralt Five Year lan, 1578-53.
Mew Delhi, 1978, Ch, 12, pata 12.3, p. 184,

27 Ihid., para 12.7 p. 185,

g
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data on small industry are scanty, Some of the available data are put
together in Tables VIII-C, D, E, The tables highlight the low or negative
rates of growth of & number of activities in the small-scale sector. Thus,
for example, of the industries of Table VIII-C, Chemicals showed the
highest rate of growth of gross value added (6 per cent) and Leather the
lowest (-2 per cent) during 1961-74. Of the data presented in Tables
VIII-D and VIII-E, while growth rates measured in value are not bad,
when measured in physical units they are very low.

59. The impact of low investments of growth is compounded by the
fact that actual capital output ratios, howsoever calculated, have turned
out to be higher than anticipated in later plans, though the more recent
period shows some improvements. Table IX shows the movements in the
capital-output ratios. The incremental gross capital-output ratio for all
activities increased from 3.2 in the First Plan to 4.1to5.4 in the Second and
Third Plans; after showing decline to 4.9 in the Annual Plans it increased
to 5.7 in the Fourth Plan but fell to 3.9 in the Fifth Plan (Table 1X-A). The
incremental capital-output ratios by major sector and activity show broadly
a similar tendency. Thus, for example, the ratio for manufacturing was 4.0
during 1950-31-1955-56; it was 5.5, 4.9 11.5, 12.2. and 4.7 during 1955-36
1960-61, 1960-61 - 1965-66, 1965-66 - 1970-71, 1970-71 - 1975-76 and
1975-76 — 1977-78. The ratio for electricity was 17.2, 15.2, 18.4, 16.6,
20.9 and 23.4 in that order. (Table IX-B). The data on average capital
output ratios of large public limited companies in selected industries
reinforces the point. (Table IX-C). Here, the position of government
companies is worse than private companies. Note in particular the
higher ratios of the former for all industrics and for almost all the years
which fgure in Table 1X-D,

60. The rising capital output ratio can be attributed to a variety of
factors. First, in some cases, as shown in Table ITI-C prices of capital
costs are rising at faster rates than the prices of their products. Second,
in some cases, for example, in irrigation and micing, the more difficult
and therefore more costly opportunities are being exploited - thanks to
the exhaustion of the easier opportunities during the early period of
planning. Third, in some cases, a change in the pattern of investment,
for example to chemicals from engineering, or a chauge in the scale of
units, for example to modern small from cottage, in the later period has
dictated higher capital-usage than before. Fourth, poor and in some
cases declining efficiency of invested resources, documented earlier in
Section VI, directly as well as through their linkages did not permit capital
to stretch itself fully to output, Here, public sector has a lion's share of
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the blame, partly because of its own special problems (referred to in
paras 52 and 53),

VIIT Prospects

61. It is sometimes suggested that the industrial economy of India
began its initial march from the wrong end, and therefore this impasse
was only to be expected; and that, further, should it have started from
the other end, its performance, in terms of growth rates as well as of
other criteria (such as employment, etc.), would have been better. In
this view, agriculture and light consumer goods industries should have
been promoted and developed as leading sectors, leaving the intermediate,
capital and basic goods industries, to grow sequentially in that order,
Extremists of this view have even suggested that even now it is not too
late - better late than still later — to begin vigorously with a sharp U-turn
in that direction.

62. Asa species, this is one of those issues which are discussed
under the “ifs’ of history. And the simple answer to that guestion is;
they may well be right. However, there is also the other simple answer :
they may well be wrong. For it could also be suggested that while we
might not have encountered the same type of problems, thereon we might
have cncountered the other, perhaps more intractable problems and the
oputcome might have been as bad, if not worse. It seems to me that no
useful purpose would be served at the present juncture by a discussion of
the current issue in that extent. [f one is already involved in a car
accident, it is of no avail to think at that moment that if one had been
more carefu] before the accident or if one would have travelled at anolher
time, or by another car or by the other mode, say by bus, train, plane,
the accident could have been avoided. Such thoughts at that moment
detract one’s attention from stock-taking and assessment of the current,
irreversible situation. One better bepins to ask, aoswer and have a
follow-up on these lines : How serious is the accident? Has human
life been lost or seriously injured 7 How guickly can the medical and
other help be ensured 7 What is the nature of damage caused to the
vehicle 7 To come to the point from this analogy, one is to have an
informed judgment in regard to whether the 4 per cent grewth rate rut of
industry is such as has no solution within the existing framework of
the industrial structure, so that nothing short of a sharp U-turn is the
solution; or is it such that with the right measures, the rate can be raised
to a respectable level within the framework. With the full awareness of
the task involved in getting out of the rut, I am inclined to the second
view. And in line with that view 1 proceed to consider the prospects of
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industrial growth in the near future, and to sUEREH the condilions relevant
far their materialisatian,

&3, The prospects of industrial growth in the near folure may best
be discussed in the context of the target lald down for the Sixth Five
Year Plan, 1980-1985. The Plap esavisagé$ an average aunuoal rate of
growth of B per cent of industrial productien during the five year period,
1980-85.2%  Will this target be reached ?

64. First, et us look atth: future against the past. Admittedly,
past experience does not always provide a goed frame of reference. Bol it
is also clear that it would be rash to ignore it &ll together. How does the
% par cent rate compare with the past rales 7 Plap-wise, except during
the Third Plan when 1he growth rate was 9 per cent, in no other plan-
period did it exceed 7.3 per cent; apd in the post-Third plan perieds, io
nb phat peticd 4 W extesd b per cemu itai-war, of e 1% e,
only in 9 was the rate 8 per cent or more, of which all but ove {1976} years
were in the early period {1954, 1955, 1960 through $1965). Thus in general
& per cent rate appears to be out of proportion comparsd to the rates
which have been within our reach and experience, at any rate of recent
years. [t may aiso be added bere that in terms of growth rate, 1979-80,
the pre-Sixth Plap year, was the worst year whep output declined by
I.4 per cent.*" Growih recorded on a low-hase of 1979-80 will, therefore,
be partly statistical and therefore pot wholly substantive.

65. Secand, it may be argued that hicher outlays and invesiments
provided for this sector in the Sixth Plan would contribute towards the
production levels anticipated, apd therefore 8 per cent rate implied therein
may well be within our reach. Of the total public sector outlay in the First
Plan, the outlay on organised industry and minerals formed 3 per cent,
and since then upte the Fifth Plan, it varied form 17 to 23 per cent. It
was 13.4 per cent in the Draft Plap~Revised {Table II-C}.  The outlay of
Re. 13,237 crores provided for this sector in the Sixth Plan appears to be
impressive in absolote terms, but it must bt doted that in absolute terma
the total outtay is also large, Rs. 97,500 crores,” so that the former is
ooly 13.6 per cent of the latter. In view of the preater importapce of
private invesiments in this sector, we may have a better idea on the
relative importance on the basis of aggregate outlay, incleding private

1% OGovernment of ladia, Planning Commission, Sisth Five Year Plan, 196085,
Mew Dethi, Ch, 1, para [6.1¢, p. 262,

IHd , Ch 1, Anpeaure LI, p. 1.

30 Ebid., Ch. 16, para 16.10, n. 260

37 [hid.. Ch. 4, Annexore 4,3, pp. S7=58,
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investment along with public sector outlay. Here, we could not cull
topether the relevant data for all the plans. A comparison is, therefore,
made for the sector, inclusive of village and small industries. Here,
the percentage is 26 each for the second and the Third Plans, and 23 for
the Fourth Plan. (Table I1-ID). As against this, the Sixth Plan percentage
is 26 per cent (Rs. 45,341 out of the total of Rs. 172,210 crores).?* Thus,
while the relative allocation of the public sector outlay on this in the
Sixth Plan is marginally higher than in the Draft Plan, it is substantially
lower than in the Second through the Fifth plans; and while the relative
allocation of the aggregate outlay on this sector in the Sixth Plan in higher
than in the Fourth Plan, it is nearly the same as in the Second and the

Third plans.

66, Third, it may also be remembered in this context that the Sixth Plan
statistics are targets, whereas those of other plans actuals/estimates. In the
past, in rcal terms, the latter have fallen short of the formerin varying
measures. This experience is likely to be repeated during the Sixth Plan
period. The Sixth Plan has becn launched under difficult conditions.
The wholesale price index bas risen by nearly 17 per cent between 1979
and 1980.7 Poor functioning of infrastructure, rise in petroleum and steel
prices, shortages of other critical inputs like cement are also the facts to
reckon with. While of late, there has been respite on these fronts, it has
yet to be substantive and enduring, After the surplus of Rs. 72 crores in
1976-77 there has been a deficit in balance of trade; it has been growing
and in 1975-80 it was 2,400 crores.™ There (s also the question of whether
the government will be able to raise and mobilise adeguate resources to
finanee the plan: foreign aid and domestic savings. The prospects for the
former are not particularly bright. The latter is contingent, among cthers,
upon the Government's willinpness to take some of the decisions in a deci-
sive way,such as levving more taxes on agriculture,raising tarilfs prices of
public sector enterprises, reducing subsidies and curtailing unproductive
expenditure. Finally, one has to reckon with the well-known organiza-
tional and administrative bottlepecks and delays. In the very nature of
things, even if the Government were to decide and to act quickly, it will
take some time before the impact of these decisions is felt on the invest-
ments in industry. We, might therefore, have to do with less investments
in industry than we would wish to have.

67. Fourth, our analysis also revealed that an important cause of
slackening has been our failure to utilise fully and efficiently the invest-
31 Ibid, Ch. 3, Table 3.8, p. 37 and Ch. 4, Annexure 4.7, pp, 57-38,

31 Ibid,, Ch.3,para 3., p, 32
34 ihid., Ch. 3, para 3.5, p. 3%,
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ments already made in industry and in supporting and related activities.
In Section VI this question was discussed concretely with reference to
capacity utilisation, industrial sickness and public enterprises in industry.
What are the prospects of prowth from these areas during the Sixth Plan
period?

f8. Sixth Plan assigns high priority for securing output through
greater capacity utilisatiom, Of the 118 and 116 industries for which
comparable data on targets of capacity and production are given for
1979-80 and 1984-85, there is no industry ip the latter year with less than
507, utilisation as against 13 industries in the former. The number
of industries with less than 75% utilisation was 14 in 1984-55 as against
77 in 1979-80. [n other words, 102 out of 116 industries in 1984-85 and
only 41 out of 118 industries in 1979-80 showed capacity utilisation
exeeeding 75%,. To put it differently, of the 116 induostries, as many as
93 show higher capacity utilisation in 1934-85 than in 1979-80. Of the
balance of 21 with the same or lower utilisation, the reduction in case of
7 is from over 100°%; in 1979-80 to 1009 or less.® Closely related is the
question of shift-practices. It is well-known that multi-shift operations
are less common in poor countries like India than in affluent countries
like the U.S. More shift operations make for more intensive utilisation
of capital and other scarce resources such as key personnpelin a given
period, and, therefore, make less demands for fresh investment of capital
and additional recruitment of this kind of personnel. Such operations
also generate more employment for direct labour.

69 It has been pointed out earlier (para 49) how the infrastructural
bottlenecks - bottlenecks over which industrial unoits bave no contral -
have hampered full utilisation of industrial capacities in the past. A
number of units, mostly the big and for the efficient ones, have found their
own solutions to some of these problems. Thus, for example, they use
road instead of rail transport for transhipment. The former is, however,
costlier. They install their own generating sets to overcome the power-
bottlenecks. Apart from higher operating cost of such power, it also
raises capital-costs. Tt is, however, clear that at their best such solutions
are only part and temporary substitutes, and help solve the problem only
at the fringe. Therefore, the basic problem of ipcreasing the supply of
infrastructural facilities and improving their dependability and efficiency
remaing more ot less in tact. To the extent that these bottlepecks stem
from inadequate investments in infrastructure, requisite ipvestments
therein must be made on a high priority basis. Here, the case is based

35 Statistios Computed from Ibid., Ch, 16, Annexure 16.1, pp, 272-75.
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not merely on general developmental considerations, but even on the
narrow consideration of reducing the degrees of excess capacity and of
nromating multi-shift aperations in the directly productive sectars af the
economy such as agriculture and industry. To the extent these bottlenecks
are due to organisational and other factors which impede the utilisation
of the infrastructural eapacities to the full, the same has to be attended
to and corrected expediously as a matter of the highest priovity. Tnvest-
ments in infrastructure and their full wtilisation should go a long way in
getting additional output to the full limits from the already existing
industrial capacities, and also from the new capacities that could come up
from time to time. Secosndly, to the extentthat under-utilisation of
capacity and/or less shift operations are due to the lethargy of the units
or profit are based on purely private profitability criterion, government
must devise suitable steps — negative as well as positive - to alter these
bases. Among the steps that can be considered in this context are :
additional fiscal/financial incentives and infrastructural support to promote
fuller utilisation of capacities, gstimation of capacities and cutputs on the
basis of full capacity utilisation with multi-shift operation at the time of
granting licenses and other facilities such as finance, power, water, etc.
for expansion ot installation of new capacities, preparation of feasibility
reports on the basis of the supplies to be so estimated, ete.  The need for
exploiting more fully the existing capacities is all the more today when
installation of new capacities has bscome more difficult - thapks to the
respurce constraints,

70. Depending upon the judgment on their viability based on the
degree of sickness and the guantum of resources that can be spared for
the cure, sick units may be classified into non-viable and viable. Ne
tears need bez shed on the closyres/liquidations of the former. Inefficient
capacities and production by such upits prevent the entry of new or
expansion of capacities/production by the existing, possibly more efficient
entrepreneurs. The licensing authorities and development and commer-
cial banks judge the feasibility of such proposals in the light of the
present and future supply-demand balances which include capacities/
production of the exisising non-viable sick units also. As a result, the
capacities/production in industry are rated on the higher side, implyin g
less scope for the emry of new units or expansion of orher units. This
has clearly a bearing on the continuance of non-viable sick units fora
longer period than warranted.

71, Oa ther hand, the problems of other, viable sick wnits should be
investigated, specific, concrete solutions be suggested, and a follow-up

36 Ibid., Ch, 5. para 5.20, p. 62
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action at the right time be initiated and the progress thereon
monitored. Such units may be expected to be restored to health and
contribute to cfficient produoction in the medium and the long-runs, |t
is possible that as a result of the revival of such units, some units on the
border lving on the side of healthy wnits may tend to become sick either
because the market does nol expand adequately or becauvse their market
share shrinks partly in favour of the ex-sick units which have now become
more efficient than these borderline units-thanks to the remedial action.
Meedless to add that these borderline healthy units must be taken care of
by preventive measures as expeditiously as the sick opits are attended to
with curative measures.

72. Judged on the basis of profitability criterion, of late the performance
of public sector enterprises has improved, but it 15 inadequate in relation
to expectations. The enormity of the task involved in meeting 1the expec-
tations of this sector can be seen from the fact that their gross surplus for
the Sixth Plan period is estimated to be Rs, 18,245 crores after taking
into account the measures envisaged in the plan, as against Rs. 9,395
crores on the basis of existing price policies.”® 1t may be noted that the
recent improvement in the performance of public sector enterprises as
judged on the profitability criterion has been, by and large, due to revision
of their tarifis/prices. Working expenses would also increase. It is there-
fore a moot point whether it would be possible to hike the tarifls ‘prices 1o
the levels necessary to realise the anticipated surplus.

Ti. It is regrettable that there is no note-worthy discussion in the
Sixth Plan of the measures to increase their efficiency by cost reduction.
It is time that cost effectiveness is given greater weight as a measure of
efficiency, especially in public enterprises where budgetary support is
taken for granted. Also, some of the practices followed in the U. K., for
its public sector enterprises such as financial target-sefting and granting of
greater awtoonomy which have proved successful there have relevance 1o
Indian conditions as well. [t is also essential that the ministers officials
of the operating ministries play their roles withio the bounds of their
legitimate powers, refrain from throwing their weight unduly and inform-
ally on extraneous considerations, and thus by practice cultivate respect
for the autonomy principle. In their turn, in the discharge of their duties
top managers of public sector enierprises may be expected not to succamb
to the informal pressures/advices of the ministers/officials of the operating
ministers and other quarters on matters which fall within their own doemain,
especially when such pressuresfadvice are, in their judgment, not conducive

o the interests of the corporations. Tt is not that these psalms have noj
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been sung before. However, onlya few practises them. This repetition
here, it is hoped, will increase that oumber. Measures suggesied here, in
respect of sick units and public sector enterprise may improve the efficiency
of industry in the respective areas on an enduring basis. It may, however,
be too much to expzct of these measures to yield industrial production
during the 5ixth Plan period, which together with production from other
sources, would take the total to the level which would give a growth rate
of & per cent.

74. To sum up : with the low level of industrial production in its
base year (1979-80), the Sixth plan is, statistically, well-poised for a high
rate of growth. Yet it seems to me that the 8 per cept rate of growthisa
tall target. The past experience, especially of recent years does not hold
ho pe for that high rate. Also, investment targets for industry are not high
enough to counterbalance the past experience, Moreover, even these
targets may fall short in practice in view of the government's concern to
contain inflation, the difficulties of raising financial resources — domestic
as well as foreign, the adverse balance of trade and the bottlepecks in
securing the supplies of ioputs such as cement and oil and of infra-
structural inputs. Furthermore, there is inevitably some time-lag between
an investment decision, and its percelation into production during the
Sixth Plan period, which is what concerns us here.  And at least some of
the investments of the Sixth Plan period may not be relevant on that
criterion. As regards the other source, namely, efficiency in preduction,
it may be too much to expect a steep increase in efficicncy on an enduring
basis in the short-run. While there is no doubt that in excess capacity,
sick units and public sector enterprises, the industrial economy has
plentiful reservoirs that can be tappad for production. But these reservoirs
have been there for years, and except for public sector which has been
tapped in recent years, there is not much evidence of very fruitful results
from the other two areas. Even for public enterprites the measures have
been, by and large, one-handed, rooted in price increases, with little
concern for cost reduction. The policies and measures in respect of the
other two areas which have been tried out so far have proved to be less
than adequate, and we have yet to devise new packages. 1In this context,
the measures suggested here may be helpful.

75. Thus, we may have to scale down our expectation from the
Sixth Plan target of 89, growth rate. We should feel more than satisfied
even if the achievement is 6%,. For after all, in none of the plan-periods
after the Third Plan, we have reached the rate of growth of 6%, and of the
14 of the 30 years of planned development in which that rate was reached
or exceeded, only 4 are in the later period beginning 1966,
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IX Related Remarks

76. Finally, a couple of related remarks, one of which has a bearing
on employment and the other on small industry. One of the major
obiectives of Indian economic planning has been prevention of unemploy-
ment and promotion of employment, The dismal perfermance of industry
in the post-Third Plan period has been *disastrous for Indian jobs'. As
has been pointed out : “‘Factory employment increased by 3% a year from
1950 to 1965, double the rate of growth of labour force. So long as that
was happening, the prospects for cufting unemployment looked goed....
But then India’s industrialisation started to falter : between 1965 and
19735, the labour force grew by 1.67, a year, industrial employment by
only 1.99.".%2  The Sixth Plan has also recorded @ * ... the employment
opportunities have not been adequate in the recent past for the educated
man-power or for the overall population. Evenin terms of long-term
upemployment,.... the position has oot been satisfactory.”® In view of
the prevalence of this situation regarding this objective for long asalso
because of **a progressive reduction in the incidence of poverty and
uncmployment’ beinz a major objective of the Sixth Plan, there is a
possibility of povernment going vigorously in favour of activities which
have high, immediate job-content. In view of such activities in the modern
industry being limited, it may be compelled to promote activities in other
arcas ipa larger measure thano earlier, such as in agriculiure and related
activities, and cottage and small icdustry. In terms of the growth pros-
pective, this is only a second-best solution.

77, As regards the rele of small industry in employment prometion,
the Plan says: “In the production of many goods and services,a given
target can be reached by allocating production to the small scale or to
medium large scale units or to a mix of the two. In the Sixth Plan,
it is proposed that wherever clear alternatives for production of goods acd
services are available, labour intensive technologies or processes must be
preferred prosvided the productivity is net unduly affected.”™™ Greater
care will have to be exercised in any large-scale allocations for the
small-scale sector in the short-run for at least two different types of
reasons, (a) Ifthe large-scale sector is not able to fulfil the targets, the
small-scale sector may find it all the more difficult to do s0 io view of
the proverbial-organizational, financial techoological, marketing, efc.
problems which have devilled its working since long. (b) The case for

3T India. . ....A Sutvey”, op. cit. p 16,

ih Government of Indig. planning Commission @ Sisth Five Year Plan 19EU-85
Mew Delhi 1981, Ch, 13, para 13.2 |, p. 207,

3% Ehid. Ch, 13, para 13.31,p. 2 7



34

preferential treatment for small industry is generally made on the assump-
tion that it osey leas capital than large indostty, and promote more
employmant per unit of capital than Jarge industry. & considerable hody
of evidegce casts doubt op these premises, apd often indicates a contrary
position.” In such cases, small industry will actually be more capital-nsing
and less employment-promoting than Jarge industry. Agn indiscriminate
policy for all round promotion may thus harm the very objechives the
policy seeks to promots.

78. The burden of these remarks s four-fold:  (a) The second-beat
solution is only second-best. (b} Even as such, in certain cases the out-
come may leave much to be desived.  (2) Sioce the second-best solution 1s
suggested against the backgrownd of the slow-down in the rate of growth
of indwstrial preduaction ia recent years, it may oot find favour if industry
gets out of that fixetion.  {d) For that, all concerned should not be fouznd
wanting in will aod should work for that hard option, inatead of running
away to the soft ot the second-hest solution.

41 SHee, amoog others, R, Suiclife, Industry and waderdevelogment, London 1971
especiatly 5% and 55 in Ch- 5 and 6.3. 6.4 and 65in Ch. 6 alan the [ndian
Council of Social Science Reseavch, A Survey of Hesgarch in Economics, Vel Y,
Bombay 1473, Bection TV w Ch. § and Secotions 2 and 5 in Ch. 1.
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Table T

Todex of 1odostriel Prodoction and
Hates of Growth, 1951-80 ({1970=100) e e e

A. Index Mombers and Hales of Growth over the Previoos Year

Percentage Percentape

Year  Index Increass Year Index change (for -
Number over the Number decline) over

previous the previous

Year Year
(1) (2) 3) i) {2} (3)
1951 29.7 L= 1966 Bi.l -5
1952 1.0 4.4 19267 82.8 -4
1953 315 1.6 - 1968 BE.4 6.8
1954 34.4 9.2 1969 05.1 7.6
1955 3%9.4 14.5 1970 100.0 .2
1956 42.5 7.9 1971 14,4 4.2
1957 44.9 5.6 1972 110.6 5.8
1958 45.8 2.0 1§73 115i.1 1.6
1959 49.8 - 7.0 1974 113.2 21
1960 54.3 10.8 1975 1192 47
1961 59.3 9.2 1976 133.7 9.8
1962 £3.0 9.6 1577 138.3 53
1963 0.4 B.3 1978 . 1478 6.9
1964 76.4 8.5 19_1'9 L 1498 1.2

1965 83.5 8.3 1980 150.7 0.8




36.
Table [ (contd.)

B. Growth Rate Per Annom, Per cent

Period Anpual Compound Rongh Corrsipondence with
Avernge

(1) (2) (3} (4)
1951-55 8.17 7.32 4 years of the I Plan
1955-60 71.56 &.63 5 vears of the I1 Plan
k96C-65 10.75 8.99 3 years of the IIT Plan
1965-68 1.95 1.92 3 years of Anpoa) Plans
1968-73 5.14 4.6% 5 yerrs of the [V Plaa
197377 5.50 5.62 4 years of the ¥ Plao
1977-75 4.05 3.97 2 yewrs of the Relliog Plan
1%79-30 0.30 .80 Ist year of the VI Plan
145160 9.20 6.93 1st decade of Planning
1960-70 §.42 &.30 2ad decade of Planaing
1570-80 507 4.19 3rd decade of Planning
1951-80 14 9% 3.76 Three decade of Plaening
§951-635 12.94 7.66 First fifteen years of Planping
1965-80 5.3 4.01 Second fifteen years of Planning
1966-80 5.81 4.34 Second Rfteen years of Planning

Sourcea : A. Column 2, Basic sheety made available by the Reserve Bank

of lodia, used io M.Y. Khan, * Trends in Industrial Prodac-
tion, 1951-77"" Reserve Baok of India Oceasional Papers,
June 1980, Bombay, Statement I, pp. %4-95 Column (3)
upta 15377, M, Y. Khaa, ap. cit. (Hher rates of column (3)
of Table—A and of columns (2) and (3) of Table B worked
gut pp the besis of relevant numbers of column (2} of
Table-A.



Tahle II

Savings and Investments, 1950-51 ta 1978-79
A. Beyource Mohilisation by Plan Perieds

End of
ftem Pre-plap, First Plan, Secoed Plan, Third Plan, Apnual Plans, Fourth Plan, Fifth Plan.*
1950-31 1955-56 1960-61 1985-65 1968-6% 1973-74 1978-79
(1} (2) {3) ) (5} {6) N (8)
Percentage of GDP at
carremt market prices
1. Gross capital formation 10.0 14.3 16.9 13.2 I5.4 20,0 237
2. Gross domestic saving 10,2 139 13.5 15.6 14.1 1.3 239
Share in net domestic
saving (percenlage)
3- Household saving ip
financial asseis other _ _ _ _ _ .
tham currency and 10.0 15.3 19.1 31.1 20,5 28.3 20
claims on the govern- i .
ment, . -
Public ssctor saving 18.4 [0.6 233 231 1.3 12.9 19.0
5. Private Catporate
Co-operative saving 6.8 6.2 8.8 3.9 2.6 5.1 2.8

* The Kgurey given are for the originally envisaged termipal yenr of the Fifth Plan.



Table II (contd. .} n P
B. Grogs and Net Aid by Plao Periods '
. Utilisation of Amortisation Net Afd as _
Period External Assi- god [nterest Net Aid {Rs. o, of Pian Net Ald as
stance (Bs. in payment (Rs. in Crores) Expenditurs o of Imports
Crores) in Crores)
(1) (2) ) ) (5) {6)
First Plan (1951-52 - }1955-56) 201.7 23.3 177.9 9.1 4.9 .
Second Plan {(1956-57 - 1960-61) 1,430.4 119.4 1,311.0 78.1 26,9
Third Plan (1961-62 - 1965 -64) 2,567.7 542.6 2,325.1 27.2 37.5
Annual Plaps (1966-67 — 1968-69} 3,129.8 982.5 , 3,247.1 33.9 17.5
Fourth Plan {196%-70 - 1973-74) 4,183.7 2445.0 . 1,738.7 11.2 el L1.5
Fifth Plan (1974-75 - 1978-79) 7,309.5 3,770.4 . 3,539.1 B.g¥ 12.8

On actual expenditure for the first feer yeara, anticipated eapenditure for 1978-79



Table IT [contd.)

C. Gross Domestic Capital Formation by Industry of Lse,
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1960-61 to 1978-79

iRs. in crores, current price’)

Manuofacturing

Year ﬁ:gist:red Unregistered Total (roild
{2 +3 Domestie

Prowd gt

(L (2) 3 {4 {3

136051 650 (4.33) 37 (0,38) 707 (4.71) 15,018
1961-62 561 (3.51) 65 (.41) 626 13.92) 15,477
1962-63 768 (4.49) 36 (.39 824 (4.82) 17,093
1963-64 577 (2.94) 97 (0.50) 674 (3.43) 19,030
19A4-R5 BE2 {3.74) 111 (.45 7% [4,22) 23,044
1965-66 1,083 14.49) 139 {.58) 1,222 (5.07) 24,112
F966-67 1,717 (6.20) 224 (.81) 1,941 (7.01) 27,621
1967-68 1,169 {3.62) 280 (.87) 1,449 (4.48) 32,334
196869 1,010 {3.02) 302 (9.90) 1,M2 (3.53) 33,403
196970 1,189 (3.21) 378 (1.02) 1,567 (4.24) 36,998
1570-71 1,420 (3.5%) 536 (1.38) 1,976 (4.91) 40,763
1971-72 1,628 (3.74) 639 {1.47) 2,267 (5.21) 43,531
1972-73 1,174 (2.45) 724 {1.51} 1,898 (3.97) 47,865
1973-74 2,156 (3.66) 1,071 (1.82} 3,227 (5.45) 58,940
1974-75 3,731 (5.36) 257 (1.38) 4,685 (6.74) 69,495
1975-76 3,470 (4.68) 646 (.87} 4,116 {5.55) 74,162
1976-717 2,424 (3.01) 1,076 (1.34) 3,500 (4.34) 0,594
1977-78 2,861 {3.17) 1,591 [1.76) 4,452 (4.94) 499,313
197879 4,378 (4.48) 1,747 (1.79) 6,125 (6.27) 97,704

Figures in brackets give percentagss to the tolal in celumn (5).
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Tabile II {contd.)
D. Public Sector Ouatlay oo Indostry by Plans

{Rs. in Crores)

Plan Organised Village and  Total : Total
Industry Small-scale  Industry
knd Mining Induastries 2+ %
n (2} 3 (4) (5)
(2) 1plan (1951-56) _ 55 42 97 1,960
(2.8) 2.1 (4.9)
{by II plan {1956-61) 938 187 1,125 4,672
- (20.1) {4.0) {24.1)
{c} III plan (1961-66) 1,726 241 1,967 8,577
(20.1) (2.8 (22.9)
() Annual plans 1,510 126 1,636 6,625
{1966-69} {22.8) (1.9) (24.7)
() IV plan {1969-74) 2,824 243 1,107 15,779
{18.2) {1.3) (9.7}
(f) ¥V plan (1974-79) 9.387 B0 9,991 40,64 1
(23.1) {1.5) {24.6)
{g) Draft (Rolling' plan 13,992 i,410 15,402 71,000
Revised {1978-813) {12.7] (2.0) (21.7)

1. Actuals for the First through the Fourth plans, Estimates for the
Fifth plan and targets for the Draft Plan,

2. Figures in brackets give percantages to the total in column (5)
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Table 1F {contd.) . - e T . -

E. Aggregate Quilays {Poblic Sector Outlay and
Private Investment) oo Industry by Plans

{Rs. in Crores)

Plan - Organised Village and  Total Total ©
. - Industry Smail-Scale Iadustry Plan
and Mining  Industries {2 4+ 3}
ay @ 0 @ &
{3) 1 Plan (1951-56) — — —_ 3,760
{b) 11 Plan (1956-61) 1,613 362 1,975 7,772
{20.8) (4.7) (25.5)
{c) III Plan (1961-66) 2,776 516 3,292 12677
21.9) (4.1) (26.0 .
4) Annnpal Plans : -
(1966-69) — - - -
ie) 1V Plan (1965-74) 4,564 843 5,667 25,181
(19.3) (3.2) (22.5)
iy ¥ Plan (1974-7%) — T - — 66,351
(g} DPreaft (Rolling) Plan
Revised (1975-83) - — — 141,377
1. Actwals for the First through the Third plans, Estimates for the
Fourth Plan and targets for the Fifth and the Draft Plaos.
2. Figures in brackets give percentages to the total in colump {5)



Table IT {contd.)

F. Public aod Private Sector Investments in lndostry by Plans

{Rs. in croru]

Plan Dré:anised Indll:lst;},r and village and S_mall Total Indusry Total Plun
Mining Seale Tndostries o
Poblic  Private  Tolal Public Private Total Puablic Private Total Public Private Total
(2+3) (5+6) (2+5 (346 (8+9) {I1+12)
{i] [2] [3] i4] [5] (63 {7 (8] (9] (14 [L1] [12] (13
a} [Plan — - -_ -_ -_ - — - - 1,560 1,800 3,360
{1951-38) {46.4) {53.6) (100.0)
D Il Plao BTG 675 1,545 20 175 265 Q60 850 1,810 3,73 3,100 6,831
(1956-51) {36.3) (43,7 (100.0) () {66.0) (100 €530y (47D LOG.Dy  (54.6) (454} {10000
ci Il Plan 1,700 1,050 2,750 ILS 275 390 1,815 1,325 3,140 7,180 4,100 11,280
{L861-56) {51.%) {35.2)  (100.y (3.5 (7050 (10000} {578y (42.2)  (1000)  (63.T) {363y (100.0)
d] Annoual Plan
(1966-69) — — — —_ — — - — — — — —_
] IV Plan 3,298 2,000 5,298 L58 360 146 1,484 2,560 6,044 13,585 §,980 22,638
(1963-74) (562.2) (37.8) {1000y (24.9) (75.1) {l00.p (57.6)  (42.4) (l00.0} (6.00) {39.7 {1000}
Fy ¥ Plan — — _— — — — — — — 36,103 21,048 63,751
{1974-79) (57.6) f42.4)  {100.0)
gy Draft (Rolling) — — —_ —_ — — —_ —_ — 59,130 46,560 1,035,990
Plan (1978-83} {55.8) 442y (100.0)

Columns [2] to [10] :
Colamn [11] 1o [13] :

Estimates for the Second and the Third Plans, targets for the Fourth Plan,

Actuals for the First through the Thlrd Plans, Esilmates for the Fourih Plap and angets for the Fifth
and the Draft Plans.



Sources ; A,
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Goveroment of India, Plapning Commission @ Sixth Five
Year Plan, 1980-85, New Delhi 1981, Appexore 1-2, p. 11,

Ibid; Annexure 1-8, p. 14

Central Statistical Crganization, Department of Statistics,
Ministry of Planning, Goverpment of Indiz : National
Acconnt Statistics, New Delhi.  Data for 1960-61 to 1969-
70 from the poblication relating to [9606-61 te 1973-74
Tabkle 16, pp. 36, 37; for 1972-73 to 1978-7% from the
pablication relatiog to 1970-71 to 1976-79. Statement 16,
p. 44 and for 1971-72 from the poblication relaling to
1970-7L to 19M6-77. Siatement 13 p. 34.

Tata Services Litd., Departinent of Economies agd
Statistics : Statistical Qotline of Ilndia, 1930, Rombay,
Tahle 182, pp. 180-81.

For (a) to (f} : Tata Services Ltd., op. cit. 1978, Tables
169, 170 and 173, pp. 169-70, L7172, 175; for (g) Govern-
ment of Ipdia, Plapning Commission : The Drafi Sixib
Five Year Planp, 1978-833 (Revised), New Dwelhi Para 5.3,
p. 76.

For columns {(2) to {10} Tala Services Ltd., op. cit. 195),
Table 185, p. 184; lor columns {11, (12) and {17), Ibid,
Table 131, pp, 178-75.
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Table 111
Price Statistics, 1951-80
A, Todex Mombers of Whalesale Prices and Rates
of Growth over the Previoos Year 1970-T1 = 100

Percentage Percentage
chaoge (-+/—) change (+]){(=}
Year Todex . over the Year Index over the
Number Previous year Number Previous year
(1) (2) (3) (1) (2} (3)
1951 50.9 — 1965 7%.7 11.9
1952 44.8 —12.0 1967 91.7 15.1
1953 46.6 4.0 1968 91.3 —0.4
1954 44.0 —5.6 1969 93,2 2.1
1955 40.4 —4.2 1970 9%.0 6.2
1954 45.3 12.1 1971 1050 6.1
1957 48.9 6.0 1972 113.0 7.6
1958 49.0 21 1973 131.6 i6.5
1959 5L.0 4,1 1574 169.2 28.4
1960 54.2 6.3 [975 175.8 3.9
1961 55.5 2.4 1976 172.4 —2.0
1962 57.5 3.6 1977 185.4 7.5
1963 0.6 3.7 1978 185.0 —.2
1944 65.8 10.4 1979 206.5 116
1965 71.2 8.2
B. Growth Rate Per Aponm, Per cent
Period Annuz] Average  Compound  Rough Correspondence with
] @ 3 @ .
1551-55 —35.16 —3.61 4 years of the T plan
1955-60 5.83 6.05 3 years of the IT plan
1960-63 6.27 5.61 5 years of the 11T plan
1965-68 0.41 B.64 3 years of Annual plaps
1958-73 B.83 7.59 5 years of the IV plan
1973-17 10.22 8.95 4 years of the V plan
1977-79 5.60 5.54 2 years of the Rolling plan
1951-60 Q.72 0.70 15t decade of planniop
1%60-1 8.27 6.21 2nd decade of planning
1970-79 12.07 8.51 3rd decada of planniog
1951-79 10,92 5.13 3 decades of planning
1951-63 2.85 243 First 15 years of planping
1983-749 13.57 7.90 Second 15 years of planning
1966-79 12.24 T1.60 Second 15 years of plapning
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Table 111 (contd.) T

C. Project Cost and Prices of Spme Sclected Prodocis

Project Cost Price of
Praduct Year Mini- Maxi- Mini- Maxi- Product
mupm mum mum mum
(Rs.) (Rs.)
{1 {2) i3 4 (3) 1) "
1. Sugar 1967-68 1,086 1,282 100 i0o 100
1977-78% 3,234 4,028 197 314 171
(per tonne) (per tannt} {Segar)
2. Cement  1976-77 igd 549 100 100 100
19771-78 332 578 134 185 102
{per tonne} (per tonge) {Cemenis}
1, Cotton 196869 582 887 100 100 100
Textiles 1977-72 1,738 3.077 290 347 754
iper spindle) (per spindle) {cotton yarn)
4, Papey 197576 3,00 5,050 1600 104 10
Small 1977-78 3,500 4,821 94 95 100
Units {per tonne}  (per tonne} {Paper and
parer pro-
ducts)
5, Two 1974-75 [,oos 1,015 108 [31]1] 100
Wheeler
Scooters 1976-77 L] 1,417 97 140 07
{per (per {Scooter&
Scooter)  Scooter) motor cycle
patis)

Source : A and B column {2} of Table A : Office of the Economic
Adviscr, Ministry of Industry, Government of India : Revised
Tndex Nambers of Wholesale Prices in India, Base 197T0-71 --
180. Monthly Bulletin for May 1980, MNew Delhi, Table 1,
Column 4, p. 5. Figures in celumn ¢3} of Table A and of
column {2) aud (3) of Table B are warked out on the basis of
data in colpmn (2) of Table-A.

C. For columns (3 and {4} : V.P. Chitale : Preject Viability
in InfAationary conditions Mew Delhi 1981, Table XiV, p. 47
Colamn (7}, worked out on the basis of data given in H.L,
Chandhek : Whelesale Price Statistics, ITndia, $947-73 Vol 1,
Wew IDrelhi, 197%, Tables F. 1.16, 1.2], 1.23, 1.37, 13D, p.186,
091, p i3, 207, 220,



Table TV

Iodustrics where Anoual Average Growth Race of Installed
Capacliy during later Periods was lower than the same
during 1959-65

Periods Total

Industry - 4 . 3 2 1 _ _Nit No. welght
No. weight MNo. weight Mo, weight No. weight No. weight (24416 (34547

+8+10) +9i11)

(i) @ (3 4 {5 & () (B {9 (0 {11 (12) (13)

II  Basic ] 5.13 5 1.73 1 9.23 — —_ — — 12 16,09
50y (32) {42y (11) s (57 (oo} {100)

tH  Capital goods 3 S 1 1.BG 2 207 —_ —_ — — o 5.04
30y (19 17y {38}y (3 (43 (100)  {100)

IT Intermediate 2 1.10 5 8.57 ! 1 i et} — — 10 817
poods Q2o (1% {300 (Ei} (o (2} {200 (4) {10804 (100

1V Coonsuter goods g 12.1% 5 1.02 3 2,08 — — 1 Al i 16.63
(30) (78} (28y (6 {tey {13 (8) L) (1oep - (100)

Total 20 20.12 16 11.21 7 13.65 2 4 | 61 d 45,91
4N M (35  24) (13 {30 i4) 1) {2) (R (100) {1410}

1. The four pericds {pther than 1959-65) are : 1966-67, 19568-72, 1973-74 and 1975-77.
2. Figures in brackets give percentapes to the respective totals

Source : Prepared from M. Y. Khan : *Trends in [ndustrial Produetion, 1951-77" Reserve Bank of kndia Occasional
Prpers, Dambey, Jane 1950, Statement 3, pp. D555



Industry

m

I  Basic

Il Capital
Goods

i Tmtermediate
goods

IV Consumer
Goods

Total

Table V
Capacity Utilisation in Indian Indostry

A. Industries where Annual Average Capacity Utilisation Ratio during
later Periods was lower than the same durimg 1950-64

- Pcfioa_s .Tntil_ .

4 VA . W W . . No. Weight
No. Weight No. Weight MNo. Weight No. Weight No. Weight (241416 (34517
- ) (+8+10) (19411)

@ 0 @ © ® () ® 9 (0 a1 (12 (13)

4 2.60 3 .58 3 3.47 R 1 22 11 6.86
(36)  (38) (27) (%) (27 (51) (10) 3 (100)  (100)
1 .54 3 252 1 3.0 == = = 5 6.09
(200 (9) (60) (41) (201 (50) (100) (100
2 53 2 .24 1 09 3 6 1 1.00 9 1.93
22) (27 22) (2 an (8 (33 (3 (1)  (52) (100) (100)
6 3.78 2 1.00 4 470 4 5.95 1 61 17 16.04
(35)  (24) (12)  (6) 24y (29 @4 (3D (5 (4)  (100) (100)
13 7.45 10 4.34 9 11.29 7 601 3 1.84 42 30,92

(31) (24} (24) (14) 21y  {37) (17 (1%) )} (6) (100} (100,

. The four periods (other than 1959-60) are: 1966-67, 1968-72, 1973-74 and 1975-77

2

Figures in brackets give percentages to the respective totals.
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Table ¥V {cootdy

B. Capacity Utilisation iln Major Sector
1976-77 to 197980 {percent)

Sector 1976-77  1977-78  1978-7%  1979-80
w - @ 3 ) (5

1. Saleable Steel 91.9 20,3 81.§ 69.1
{Integrated Plants) ' ' ;.

2. Alumiojum 83.5 61.3 66.4 58.2

Fertilizers (N) 83.6 82.3 83.3 76.6
{Stabilished Plants) '
Fertilisers (P.0s) 66,10 78.G 73.4 61.5
Cement ) B6.6 B3.8 B5.6 72,8
Newsprint 76.9 74.7 64.0 63,2

7. Paper and Paper Board 73.0 3.0 124 &5.,2

8, Power Géneration Thermal  56.0 $0.8 484 450
{All India Averape per cent _
capacity factor)

9. Railways {Index of Net 356 369 351 '_ 350
Tonns-Kilometers Freight o
Traffic, 1930-5] = 100)

o

S:Lirc: : AL prcﬁa-redfrom M.Y. Khan : **Trends in Industrial Produc-
tion, 19531-77" Reserve Rank of India Occasional Papers
Bombay June 1980, Statement 6, p.103.

B. Government of India, Plapning Commission : Sixth Five
Year Plan 198(-85, New Delhi, 1981, Chapter 3, Table 3.1,
p. 32, vh .
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Table VI

Number af Sick Todustrial Underiaking® and credit QOutstapding
by Imdusery, 1976 and 1979 (a5 of December).

e

1976+ 1979
_ No. of Credit Cot- No.of Credit Out-
Industry Tnits standing Unita standing
Rs. in Peroen- Rs.in  Pereen-
Crores tage Crores tage
w @ » @ ® ®© O

I. Engineering

and Electricals 8% 241,27 39.5 130 393,52 kLAY
2. Textiles 56 150.92 24.8 B8 302.86 26.6
1, Fute 25 55.82 5.2 33 B3.45 1.4
4. Chemicals 10 40.07 6.6 22 128,31 11.1
5. Sogar 23 18.08 3.0 45 7967 6.4
6. Rubber 4 17.44 2.9 —_ —_ —
1. Cemeat 3 13.32 2.2 —_ —_ —_
#. Others 35 71,30 11.8 59 162.02 14.0
Total 241 608.75 100 378 1,158.43 100

* Enjoving aggregate credit limits of Rs. 1 crore and abaove.

+  Excludes the sick textile units taken over by the NTC.

Source : For 1976, Reserve Baok of Iodia, Report On Currency and
Tionapce, ¥ol. ! 1976-T7, Bombay, p. 14, For 1979, M. 5
Patwardhan, "“Industrizl Sickpess, cavsex and the Remedy™
The Ecopomic Times | Bombay ], September 28, 1981, Table I,

p. 5.



Table VII

Return on Capital Invested/Employed in the Running
Enterprises on the Cemtral Government, 1960-61 to 1969-70

~ Departmental Enterprises Non-Departmental Enterprises
Year Number of  Capital  Returns (Interest  (4)(100) Number of Capital Returns (Interest (8) x (100)
Enterprises (Rs.in  MNet Profits) (Rs. 3) Enterprises (Rs. in + Net Profits Rs. (D
crores) in Crores) crores) in crores)

(1 12] (3] (4] 5] [6] (71 (8] [9]
1960-61 —_ —_— — — 32 234 10 4.5
1961-62 — — — 34 304 11 3.7
1962 -63 11 2,097 133 6.3 £ 1,145 14 1.2
1963-64 12 2,350 156 6.5 43 1,301 33 2.9
1964-65 i2 2,700 127 4.7 50 1,640 44 2.7
1965-66 L1 2,984 142 4.8 54 2,168 50 2.3
1966-67 11 3,171 129 4,1 56 2,793 44 1.6
1967-68 12 3,332 11 1.3 65 3,348 43 1.3

1968-69 13 3,503 160 4.6 71 3,820 71 1.8
+ 1869-70 19 3,725 185 5.0 Ll 3,991 121 2.1
1968-69 73 3,168 67 2.1
1969-70 73 3,281 21 L7
1970-71 57 3,600 122 i
1971-72 03 4,089 124 i1
1972-73 101 4,756 180 1.8
1973-74 114 5,376 249 4.6
1974-75 120 6,627 431 6.5
1975-76 121 8,824 o2 4.4
1976-77 144 10,887 T491 7.3
[977-78 155 12,130 664 5:5
1978-79 159 14,173 850 6.0
1979-80 154 12,428 998 8.0

Source : For upper part : Commerce, Yearbook of Public Sector, 1971 Bombay, Tables 2 and 10, ps. 20 and 25; For lower
part : Government of India, Bureau of Public Enterprises, Ministry of Finance : Pablic Enterprises Survey, 1978-79,
Vol, I, New Delhi, Table on page 2.
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Table VIII
Froduction by Industry

A. Annnal Average Growth Rates jn the Index of Industrial
production, 1951-58 to 1975-77 (1970 = 100)

Industry /years 1951-58 1959-65 1966-67 1968-72 1073-74 1975-77

[1] [2] (3] [4] [5] 18] [7]
I. Basic N.A. 115 1.7 8.4 0.4 11.8
2. Capital Goods N.AL 26.8 -8.0 3.3 10.5 7.4

3. lptermediate

Goods N.A, 8.1 -1 5.3 0.3 4.6
4. Consumer Goods ™. A, 4.9 -0.7 fi.B 0.3 4.9
General Index T.7 11.% ~.5 6.6 1.9 7.0

MN.A. = Not available,

B. Womber of Indostries where the Average Anmual Growth Rates of
Production during later periods was lower than the same during

1950-65.

. __ Periods*  Tomul
Industry 4 3 2 I ™il (2 to 6)

[ [2] [3] [4] (5] [6] [

1 Rasic 10 1 - I 1 15
[67]  [20] (7] (7] 1100]

Il Capital Goods 10 - = - - 10
[100] [100]

11l Tntermediate [ 4 ] - - 11
Goods [55]  [36] 9] [100]

IV Consumer Goods 13 2 3 2 - 20
65]  [10]  115)  [l0] [100]

Taotal 39 g 4 3 I 6
(701 6l (71 5]  [Fyibrary [100]

—_—

* The four periods (other than 1959-65) arc : 1965-67, 1968-72, 1978-72"

and 1975-77. s M il . o Laice

17088 Bombe, o4,

Datei— 1)1



52

Tabls VIII {contd.)
C. Sectoral Growth Rates of Gross Value Added at 1960-61 Prices:
Unugmteud Mlnlf“turilg - 1961-62 to 19'?3 74

Growth Ra.tc

Sector [Compound, Per Cent
per hnnum]
o S
I T:xulcs tailoring and leather footwear 2.09
2, Leather and leather products [except footwear| © o [-] L.a2
3. Wood, plass, stone and ceramics 4.51
4. Metal, manufacturing and engineering 316
5. Chemicals and chemical products 5.98
6. Food, drink and tobacco 183
7. Other industries 2.89

Growth rates estimated by semi-log regressions of gross value added in
194061 prices on time.

D. Production in the Specified Subsectors of Village and Small Scale
Iudustnes, 1965-66 to 1977-78

Rates of Growth,
per cent per
apnum (cnmpound}

Subsector Unit  1965-66 1974-75 1977-7% 1965-66 19?4 75
to
1977-T78 19?? ?5
U] 1? 1% (R} 15 161 i7]
1. [ij Handlooms Million - 2,290 2,300 - 0.2
metras
[ii] Powerlooms i - 1,678 1,500 - 2.4
Total i 3,056 3,904 4,100 2.8 1.1
2. Khadi & Village Rs.
industries iners. &2.68 17952 270,34 10.4 14.6
3 Raw silk Lakh kgs. 21.30 29,12 35.40 4.2 f.7
4. Small Scale 3.
Industiries in Crs. - 4,932 0,700 - 10,8

- 13081



Table VIl {contd.)
E Production in Village and Small-scale Industries, 1965-66, 1870-T1, 1974-75, and 1977-78

Subsector U nit 19p5-6f 1970-71 1974-75 1977-7%) (Likely)
(1) (2) (3) (4) (5) (6)

1. Cotton Cloth

{i) Handlooms Million meters 1,056 2,280 2,290 2,300

(ii} Powerlooms . } i 1,412 1,678 1,800
2. Khadi

(i) Quantity Million 8q. metres 85 57 549 72

(il Value Rs. in crores 20.81 25.85 43.28 64.10
3. Village industries - 55.87 85.60 136.31 206.24
4. Raw silk Lakh Kgs. 21.50 258.40 29.92 35.40
5. Small-scale industries Rs. in crores - — 4,932 6,700

Sources: A. M.Y.Khan : *Trends in Industrial Production, 1951-77" Reserve Bank of Imdia Occasional Papers,
June 1980, Bombay, Table 4, p. 76.

Prepared from Ihid., Statement 2, pp. 96-97. . o

Perspective Planpiog Division, Planning Commissions Gp#‘crnmcnt of India : Studies in the Structwre af
Indian Economy and Planning for Development, New [?¢lhi, 1977, Table 10, p. 8.

J. C. Sandesara : *Small Industry Production in {ug2-83, A Quick Comment"’, The Economic and Pelitical
Weekly, April 29, 1978 Bombay, Table 2. p. 731.

Ibid., Table 3, p. 732.

MmO

Table 1IX
Capital-Output Ratios
A. Incremental Gross Capitni-ﬂnt[‘“' Ratios
(at 1970-71 pric"]__

Plan and Period Ratio
i o o (2)
First Plan (1951-52 to 1955-56) 3.2

Second Plan (1956-57 to 1960-61) 4.1
Third Pian 11961-62 to 1965-66) 5.4
Annual Pians 119bb-57 10 1953 -5H9) ‘;'};

3.9

L g L3 B |

Fourth Plan (1969-70 ta 1973-74)
6. Fifth Plan (1974-75 to 1978-79)



Table IX contd.

B. Seetoral Incremental Capital-onipat Ratios at Constant Prices, Flve—¥ear Periods, 1930-78*

(1970-71 prlees]

1950-51{ 1955-56{ *'  1960-61{ 196566/ 1970-71{ 1975-76/
1955. 56 1960-61 ~  1965-66 1970-71 1975-76 1977-78
(1] [2] [3] [4] £s] [€) 7]
Primnary 2.1 2.1 + 1.5 4.0 5.0
- Agriculture 2.0 AT L S 1.3 9 4.3
- Forestry and logglong L% 1.0 {L " C0E T T 3.3 1.1 1.2
- Fishing 4.1 59 . . 66 6.0 A3 +
- Miging and quarrying 3.9 2.1 ) . 49 13.0 8.9 4.9
Secondary _ SN 4.4 5.3 5.1 9.4 12.3 4.7
— Manufacturing T A 58 X | 11.5 122 . A7,
- Registered S . 6.1 1.5 - 38 12,9 17.8 C 46
- Unregistered : o 1.1 L9 2.7 - ‘B3 6.6 - © S
- Construction ' 3.0 1.7 2.0 1.9 4.4 0.8
— Electricity, pas and water supply 17.2 15.2 i8.4 16.6 209 . 13.4
- Trapsport, storage & communication 3.4 9.8 104 9.3 8.2 9,1
- Railways 19.6 16.0 18.4 22.4 11.6 5.0
- Transpott by other means and storage 4.7 6.3 L6 7.1 76 16,3
- Communication 4,2 41 39 6.1 6.3 5.9

first colump represents capital formation in 1931-52/1955-56 divided by the difierence in value add:d.’._';"”

+ Valne added declined.

T

For instance, the
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C. Avetage Capital-Outpui Ratios for Selected
indwsiries - Mediom and Large Poblic Limited

Companies, 1961-62 ¢o 1977-78.

1961-62 [966-67 1965-T& fé?-l—?ﬁ 1961-637

Industry Lo (1] to io e
1965-66. 196869 1973-74 1977-78 1977-7¢
- [2) (3 (4] (3 18]
1. Medictpa} and 2.5 2.4 2.2 2.4 2.3
pharmaceutical
preparations
2. Conten textiles 2.8 14 3.0 3.5 3.2
3. Supar 5.8 &. 1 6.0 6.8 6.3r
4, Tron and Steel 6.1 1.9 1.8 7.5 7.2
5. Basic industrialf 6.3 8.1 7.7 6.8 7.1
chemicals
& Cement 6.0 5.0 B.9 E.0 7.6




Table IX contd.

Table TX {contd.}
D. Average Capital Ouipat Ratios in Goverament and In Public Limited Companics, 1960-G1 ta 1975-76

o iovetpmeant Public ‘[:n_nt:d
Actvity T9G0-61 1965-86 1970-T1 197376  I19G0-R1  1965-66  1976-71 1975-76
(1 {2) K] (4) (5) ()] {7} (8) ®
1. Mining and Quarcing — 3.01 7.42 3.40 1.94 1.0 1.74 1.26
2. Processing and manufaciurs ; :

engineering, merals, ) _ _ fi
chemicals, ste, — R | Rl 7.72 3.98 .68 3.54 in
3. Eogineeting 3.33 329 5.64 32 2N .73 2.95 2,60
4. Chemicals 1.65 .00 12.25 14.18 4.02 4.23 4,44 3.05
5. Other indusiries - 12.92 E.32 0,02 516 4. 85 4.77 5.58

Sources ;. A, Government of India, Planning Commission, Sixth Five Yenr Plan 1980-85, New Delhi 1981, Ch. 1,
Table 1. 2, p. 2.
B. Ashok V. Drsal: “‘Factors underlying the slow Growth of Indian Industry’ Eceaoinic and Pelitical Weekly,
Annual Nomber March 1981, Hombay, Table ¢, p. 387,
€. Kripz Shagker : “A Swedy of Capital-Quatput Ratiosin the Indiaa Corpeorate Scetor, 1961-62 te 1977-78
Roserve Bank of ladia Ooeasional Papers, June 1981, Bombay, Taklk 4, p-&.
D. Ashok V. Desai, op.cit, Table 7, p. 389, '
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