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Planning W i t h o u t Tears 

WH A T are the safe limits to deficit spending- in an under
developed economy which has done away with most of the 

economic controls which restrain consumption and help to divert 
resources to ends which are the objects of such spending to achieve? 
This is the one question which is writ-large on the budget statements, 
but no examination of the labyrinth of figures offer an answer to i t . 
True , the magnitude of the deficit which the Government is today' 
prepared to face symbolises very definitely and without the shadow of 
a doubt the resolution to press on wi th development. The economic 
situation in the country has changed a great deal since the present 
Government took over. It has changed almost beyond recognition even 
from the base year from which the Government started planning. The 
inflationary pressures have abated. Food shortage which necessitated 
controlled distribution of foodgrains and rationing is now regarded as 
a th ing of the past. W i t h the disappearance of inflationary pressures 
have appeared quite a different set of problems, variously diagnosed 
as recession, or resumption of the pre-inflationary trend of substitution 
of less capital intensive by more capital intensive methods of production, 
resulting in distress of village industries and small scale producers. A 
fair dose of deficit spending can offer a remedy if the present situation 
is regarded as that of a recession. It also offers a temporary relief, if 
the emergence of technological unemployment is regarded as the most 
serious problem. 

In a situation like this, improvement can be sought along three 
possible lines: 

(1) By allowing increased food production to bring down costs 
and money wages, so that while the level of industrial prices remains 
unchanged or falls more slowly than food prices, the profit margin is 
raised to stimulate greater industrial production and to increase invest
ment. The Government is however committed to a labour and wage 
policy which rules out this solution, apart from such other considerations 
as that the incentive to investment following this desired change w i l l 
not be adequate to step up investment, raise employment and generally 
lead to expansion on the desired scale. 

(2) A solution based on cost reduction being ruled out, industry 
could be offered an incentive through tax reliefs, so that the desired 
expansion can be ensured. Industry has naturally staked its claim for 
a new deal along these lines and relief could have been given to i t , 
since the Government is no longer too much perturbed about the size 
of the deficit. It has not been thought prudent, however, to adopt 
this line of action. T h e reason for it may be that the effect of tax 
relief as an incentive is. weaker here than elsewhere. 

(3) Fail ing these other alternatives, the Government may decide 
to press on w i t h planned development, preferring the risks inherent in 
such a policy, because it does not, for various reasons, expect this risk 
to be considerable. This is what the Government has decided to do. 

To the extent that planned development is not exhausted by the 
a t ta inment of investment targets in the public sector alone, but also 
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