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malaria, etc, and the emphasis progres
sively shifts from the attack phase to 
consolidation and maintenance of the 
gains. 

However, measures taken so far to 
improve health have continued to be 
mainly in the form of the introduction 
of modern medical technology and its 
shot-gun spectral drugs. There are 
many who feel that the foundation of 
better health in the form of proper 
sanitation and hygienic environment is 
as yet generally absent This is con
firmed by a recent report that accord
ing to surveys the population living in 
filarious areas of the country is estimat
ed to number 122 mill ion today as 
against 25 mill ion in 1953. One docs 
not know whether and how much of 
this increase is due to better and/or 
more extensive surveys, but since 
proper disposal of sullage and im
provement in sanitary conditions are 
vi ta l for controlling filariasis, the very 
slow progress on these fronts in the 
face of growing slums in urban areas 
constitutes important evidence which 
cannot be dismissed casually. True, 
proper drainage in urban areas de-
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ECONOMIC discussion in India is 
like Indian agriculture; both 

succumb to the prevailing climatic 
'mood'. When the going is good, as 
was the case during the First Five Year 
Plan, the votaries of planning extolled 
economic progress as resulting solely 
from adoption of planning as the in
strument of growth. Dogmatic as
sertions and extravagant hopes were 
the order of the day. But when the 
economy began to run into heavy 
weather, the pendulum of economic 
discussion swing dramatically to the 
other extreme. Planning is now pro
claimed as the villain of the piece. 
Blame for all ills—be they the foreign 
exchange crisis, the domestic inflation
ary pressures or the all-round shortage 
es—is laid at the doors of planning and 
the planners. A corollary of this 
muddle-headedness was that a let of 
energy and time of politicians and so-
called economists was wasted on futile 
controversies—public sector versus 
private sector, heavy industry versus 
l ight industry and so on—without re
alising the real nature of the difficulties 

mands heavy investment of resources, 
but even the educational activities 
related to health and hygiene seem to 
be totally unimpressive. The Health 
Education Bureaus at the Centre and 
in the States are clearly not up to the 
task. 

In the vi ta l area of promoting 
family planning in the country, the 
creation of an administrative structure 
for the "re-organised" family planning 
programme in the States appears to 
have received the highest priority 
during the year. As for other mat. 
ters, one is told once again, the 
Government has approved the proposal 
to manufacture condoms in the public 
sector — an approval that was first 
reported in the Press as early as in 
1962. Three years have passed wi th
out any tangible progress on this im
portant scheme. One hopes that the 
approved proposal to manutacture 
intra-uterine devices in the public 
sector wi l l not meet wi th the same 
fate. The much-talked-about pro
gramme to improve the distribution 
of contraceptives " in every part of the 
country" still remains ineffective as 
can be judged from the fact that even 

facing India or of the remedies neces
sary to remove them. True, value 
judgments are a sine qua nan of 
scientific discussion, as Gunnar 
Myrdal has very persuasively argued, 
but what we perceive in the economic 
debate in India is not the use of value 
judgments as a basis for ragical buil
ding up of argument but; mistaking 
them for logically derived conclusions. 

Problems in Perspective 
At: a time when one despaired of a 

scientific approach to current economic 
and political problems, this book by 
K N Raj came as a whiff of refreshing 
breeze. The book consists of two 
lectures delivered by the author at 
the invitation of the Nalanda College. 
The lectures are not merely a com
mentary on contemporary economic 
and political problems, they treat of 
the rationale and philosophy of Indian 
economic development in the last 
14 years. Though he starts wi th the 
economic situation which has develop
ed in the last three years, since the 
Chinese aggression, he analyses w i th 

in Greater Bombay condoms imported 
at a maximum pride of about Rs 15 or 
Rs 16 per gross are sold at Rs 36 to 
Rs 48 per gross. 

Incidentally, against the Ministry's 
proposal for a Fourth Plan allocation 
of Rs 396.90 crores for "Hospitals, 
Dispensaries, Primary Health Centres 
and Medical Care", the Planning Com
mission has tentatively allocated only 
Rs 250 crores. The Ministry's Report 
asserts that "under this reduced alloca-
tion no appreciable increase in the 
present scale of medical cafe is pos
sible" (p 134). Of course, what is 
"appreciable" is impossible to appre
ciate; and the statement may be merely 
a bargaining stand vis-a-vis the Plan
ning Commission, But if only the 
Health Ministry could bring itself to 
be a l i t t le more imaginative and the 
bureaucratic labyrinth of health de
partments at; various levels can be 
straightened out, a better rural-urban 
distribution of medical personnel and 
proper motivation on the part of per
sons in the field could substantially 
improve on present standards of avail
able medical care. 

relentless logic, analytical vigour and 
a fervour which can come only front 
deep convictions the whole process 
of Indian economic growth. In the 
scheme of thinking of Raj there is no 
room for the 'wafflers' who know 
nothing beyond the quantitative the
ory of- money, who tend to ascribe all 
economic malaise to excessive credit 
creation or, put differently, excessive 
investment, whose mental herizon is 
narrow enough to confine new invest
ment to available saving. Nor does he 
give any quarter to those who applaud 
planning with an enthusiasm and a 
lack of economic expertise which can 
do credit only to a village level poli
tician. It is for this reason that the 
book commends itself as the first 
serious attempt by an Indian economist 
to study the problems of Indian 
economic development 

A conspicuous feature of the book 
is its inter-disciplinary approach. It 
does not treat economic problems in 
isolation from their political implica-
tions either in the domestic sphere 

Reality of Economic Growth in India 
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or in India's foreign policy, it shows 
w i t h rare perceptiveness that both the 
poli t ical and the economic difficulties 
which mult ipl ied in the last years of 
Nehru and the consequent crisis of 
confidence have to be seen as inter
l inked. If the economy falters for 
some reason, it has its natural and 
predictable impact on the political 
strategy. Raj argues, if ... the 
inter-relation between problems—more 
particularly between the economic 
and the political—is lost sight of, the 
insight gained is likely to be of a 
very partial character and of l imited 
value f rom an operational point of 
view". This approach is seen at its 
best when Raj discusses India's grow
ing reliance on foreign aid and private 
foreign investment as a way cut of the 
foreign exchange shortage. He has 
exposed the myth of the shrivelling 
of India's international stature because 
of the attack by China and the sub
sequent explosion by China of the 
nuclear bomb and rightly attributed 
China's growing stature in world 
affairs to ''China's show of discipline 
and self-confidence and the progress 
it has apparently made in a short 
period relying almost entirely on its 
own resources". "Correspondingly,,, 
he adds " i t is the collapse of morale in 
India and the growing attitude of de
pendence on others which has been 
bringing down its prestige and stand
ing in recent years',. How true! These 
who are dismayed by India's pathetic 
attempts to seek friends alternately 
among the Western and the com
munist countries could not agree 
more wi th Raj. 

Answer to the Cassandras 
The meat of the book is largely in 

the first lecture which explains the 
logic of the inflationary situation as 
it developed in the years 1962-64 
against the background of Indian 
growth in the last decade. Raj is not 
apologetic about the mistakes of 
Indian planning. He has shown that 
between 1950-51 and 1962-63 the rate 
of growth of income in India worked 
out to about 3.5 per cent (compound) 
as against a targeted rate of 4 per cent. 
Even this, according to Raj, is an under
estimate because of the possible under
statement of growth of income from 
small enterprises. If the Indian achieve
ment is seen against the growth 
achieved in the 50-year period prior 
to Independence or against Japan's rate 
of growth in the later part of 19th 
century and the early part of the 20th 
century; the Cassandras among our 

economists would not be listened to 
so attentively. 

Why, then, all this noise about the 
slothful progress of the Indian econo
my? It is here that Raj's analysis is 
seen at its best. True, the Indian eco
nomy has just had its worst experience 
of inflationary pressures, but can we 
say that this was all due to the faulty 
strategy of planning or the rise in 
money supply and deficit financing? It 
is known that defence expenditure had 
sharply risen between .1960-61 and 
1963-64. This, together wi th a normal 
rise in investment expenditure, ac
counted during this period for as much 
as two-thirds of the rise in national 
income. Considering that population 
in the meanwhile also increased, no 
wonder that prices rose as they did. 

Food Stocks Wasted 

The question, however, remains why 
the growth in national income during 
this period was slow. Raj rightly pins 
down the reasons on some of the 
thoughtless policies the Government 
has followed. He has shown wi th full 
force of facts that the food policy, as 
also the use of imported fcodgrains 
under Public Law 480, were miscon
ceived and mis-directed. The massive 
import of foodgrains by way of commo
dity assistance was not utilised for 
building up stocks for a rainy day out 
was dissipated through sale during a 
period (1960-62) when the internal food 
situation was comfortable. This led 
naturally to a fall in food prices, parti
cularly wheat prices in relation to the 
prices of manufactured goods resulting 
in a change in the terms of trade 
against agriculture. The comparative 
stagnation in agriculture is thus ex
plained by the disincentive effect of this 
Change in terms of trade. 

A n d yet this does not provide a full 
explanation for the sharp rise in food 
prices and the accentuation of inflation
ary pressures during 1962-64. The in 
ternal gap between aggregate supply of 
food and aggregate demand was, as Raj 
rightly emphasises, made the more for
midable by the peculiar characteristic, 
of Indian agriculture where small pro
ducers predominate. Their reaction to 
the price situation is not the same as 
that of the capitalist farmer so that a 
rise in prices of agricultural output 
leads actually to a shrinkage of market
ed surplus which in its turn helps to 
fan the tinders of inflation. Even large 
farmers are infected wi th this psychosis 
in a period of rising food prices and 
they in consequence t ry to bui ld up i n 
ventories through holding back new 

output f rom the market. Though most 
of this analysis is on the lines made 
known through the work of Ezekiel, 
Mathur, Dharm Narain, Khatkhate, etc, 
the ingenuity of Raj lies in the fact 
that he, through a skilful comparison 
of experience in the years 1960-62 and 
in 1962-64, demonstrates the total bank
ruptcy of the Government's buffer 
stock policy. We have talked, limes 
without number, about the need for a 
flexible buffer stock operation but it 
has remained only talk all these years. 
Apparently, the lesson of history is that 
it teaches no lesson at least to the 
Indian bureaucrats! 

Institutions and Technology 

If Raj's analysis of Indian economic 
growth is perceptive, penetrating and 
persuasive, his policy prescription is far-
reaching in its implications. He l igh t ly 
points out that the real problem in 
India is to raise agricultural yield per 
acre. But. that problem cannot be solv
ed merely through application of tech
nical inputs, however urgent it may 
seem. He shows that rent on land has 
shot up in areas where technical inputs 
are applied more intensively and that it 
has acted as a major disincentive to the 
tenant-cultivators on whose response 
agricultural production greatly depends. 
This means that if the technological i n 
novations are to reap a rich harvest in 
irrigated acres, they have to be accom
panied by institutional reforms — a 
great desideratum in Indian agricultural 
development 

The second of the two lectures com
es as a sort of anti-climax. It begins 
well wi th a much-needed distinction 
between the rates of growth of new in
dustries and old industries. It is de
monstrated that the rate of growth of 
new industries is accelerating, which 
has wide implications for future growth. 
Raj has also given a fitting reply to the 
doubting Thomases of Indian planning, 
pointing out that between 1951-52 and 
1960-61 the marginal rate of savings 
achieved in India was between 20 to 
25 per cent, and that too not as a conse
quence of the rise in prices. A l l this 
needed to be said and it is said here 
very effectively. This discussion in the 
latter part of this lecture, however, 
goes o i l at a tangent into the relative 
merits of private foreign investment 
and foreign aid and grants. Not that 
what Raj says about private foreign in
vestment is not acceptable and not 
sufficiently documented. What is dis
appointing is its hackneyed nature and 
the fact that he should have given so 
much attention to something which is 
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irrelevant to the main theme he is de
veloping. One would have in fact ex
pected from him a deeper analysis of 
the problems which Indian planners 
have either unsuccessfully solved or 
failed to tackle at all . Some of these 
issues may be indicated here. 

One of the paradoxical features of 
Indian planning is the ambivalance 
about financial and physical planning. 
The planners are not tired of saying that 
their plan is a physical plan but when 
it comes to implementation, all that the 
planners do is to calculate in a con
ventional way what resources they w i l l 
raise by way of taxation, borrowing, 
etc. This is indeed surprising consider
ing that planning has gone far beyond 
the chrysalis stage in this country. It 
is this dichotomy which prompted 
I M D Litt le to say that the confusion 
between physical planning and financial 
planning "means that the physical plan 
must be regarded as a very loose joint
ed affair and that there is l i t t le reason 
to suppose that any subsequent enlarge
ment of the plan need or should be to
wards a fulfilment of the physical plan". 
(Oxford Economic Papers, February 

V E N K A T A G I R I Gowda is to be 
, congratulated for extending his 

interests beyond the problems of im
port substitution, export promotion and 
foreign aid which, for so many Indian 
economists, exhaust the held of inter
national economics. International 
monetary arrangements are of close re
levance to us in India since they deter
mine what role deflation should play in 
the correction of payments disequili-
bria in industrial countries, and there
by affect their rates of growth and their 
offtake of goods we export to them. 
Similarly, the change in our pattern of 
production is changing the potentialities 
of our foreign trade, and their is much 
scope for trading arrangements that 
would facilitate the export of goods we 
have begun producing and the import 
of goods we find ourselves in need of. 

In "International Currency Plans', 
Gowda reviews various proposals for 
international monetary arrangements. 
The summary is competent, and faith
ful even down to the allocation of 
space — Triffin, who has wri t ten two 

1964). Raj comes very near to saying 
something on this aspect when he dis
cusses the marginal rate of saving ac
hieved in India. It is a major issue in 
the context of Indian planning and 
should, therefore, receive greater at
tention from academicians in the coun
try. 

Size and Growth 

An even more significant aspect is 
the problem of planning in a country of 
India's size. Whatever rate of growth 
India might have achieved in the last 
few years, it does not stand favourable 
comparison wi th what has been achiev
ed in smaller countries like Thailand, 
Philippines, Malaysia, etc. Can we, 
therefore, say that India has suffered 
due to bad planning or faulty policies? 
This is an important question since the 
relationship of the size of the country 
to the rate of growth has not been 
given due weightage in discussions on 
economic development. Planning for 
growth in a small country is not on all 
fours wi th that in a big country. In the 
latter the problem is made the more 
difficult due to shortage of perhaps the 

books on currency problems, gets near
ly half the space. The treatment is 
enumerative, and analysis suffers as a 
result. One cannot get Gowda's judg
ment on anything. It is nice, for ex
ample to know that Vanek thought the 
Triffin plan was inflationary and Bern
stein thought it was deflationary, but 
it might have been more useful if we 
had been told why Vanek and Bernstein 
differed. Similarly, I found nothing 
new on other important problems in this 
field: the difficulty of getting countries 
with payments surpluses to accept any 
discipline, the post-war restrictions 
placed on countries, freedom to frame 
their trade policy, imposed by the I M F 
and the G A T T , and the consequent re
version towards gold-standard condi
tions when the entire burden of adjust
ment of payments used to fall on do
mestic policies, the legitimacy of the 
distinction, rigidly made by the Fund, 
between short-period and long-period 
payments disequilibria, etc. 

"Commonwealth Common Market, ' is 
a proposal — and amounts to l i t t le 

most important agent of growth, viz, 
managerial and entrepreneurial ski l l . In 
a way, the growth of a country's eco
nomy is analogous to the operations of 
a firm; when the firm expands beyond 
the stage where available entrepreneur
ial ability fails to cope wi th the task, 
diminishing returns set in , as Kaldor 
showed in his classic article on equili
br ium of the firm. So is the case wi th 
a country's economy. When the size is 
large, the existing managerial ski l l can
not tackle the problem in an efficient 
manner — at any rate in the in i t ia l 
stages of growth. I t , therefore, follows 
that in any scheme of planning, due 
allowance should be made for this most 
vi ta l factor. 

A l l said and done, this l i t t le book of 
Raj's is conspicuous for its construc
tive approach to and rare insight into 
Indian economic development. It is re-
freshingly free from the tub-thumping 
variety of pronouncements of the eco
nomist panjandrums of the Planning 
Commission as well as from the sterile 
negativism of some academicians whose 
judgments spring from hunches and 
in tu i t ion . 

more. A l l it has to do wi th the Com
monwealth is the recurrence of names 
such as the U K, India and Canada; 
for the rest, there is so little discussion 
of the specific trade patterns and needs 
of the constituent countries that the 
proposal might equally well have been 
one for a Polynesian Common Market. 
It is even difficult to know if Gowda 
means a Common Market when he pro
poses one, for while he favours a cus
toms union arrangement as against a 
free trade area (p 50), he accepts 
arguments for tariffs and import re
strictions wi th in the area to protect in
fant industries and correct balances of 
payments (p 59). Such vagueness per
sists throughout the book. 1 feel there 
is l i t t le difference between Gowda's 
proposal and the present Common, 
wealth Preference and Sterling Area 
arrangements, but Gowda's argument 
is not sufficiently clear to permit such 
an extreme conclusion. Which is per
haps just as well, for I would have been 
very annoyed to read this book and find 
it d idn ' t really need to be wri t ten, 

A Summary and a Proposal 
Ashok V Desai 
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