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INDUSTRIAL GROWTH DURING THE EIGHTH FIVE YEAR
PLAN PERIOD (1992/93 — 1996/97) AND BEYOND

oy

J. C. Sandesara

I OBJECTIVES

An attempt is made in this caper to answer three guastions :

The Eighth Plan envisages the rate of growth of 8.2 ger cent
in industrial production. is this targ=t 1likely to be

attain=d?

This plan is set in the long-term perspective aof the Ninth
and the Tenth Five vear Plans - 1997/98-2001/02 and 2GC4/0C7.
The rates of growth of industrial production for these plans
are however, not indicated, but in view of the high rates of

R SR

arowth of arcss domestic oroduct «JRDF) thought of for  these

cf

plans, &.05 and 4.3 per &ent ralative to 5.4 per ca2nt  for

tha Eighth flan the graowth rate” target of tndustrial
=) =]

-

praduction during tha Ninth and the Tenth Plan, would only
be higher than tha rate of 2.2 nar cent durinag the Eighth
Plan. Our guess of th= rate for these plans 13 about 10 per

cent. What are the prospects af this rate materialising?

industrial policy and planning has been having a mix of
goanamic and social obijectives. This mix continues during
the Eighth Flan and 13 likely to continue later, though the
amphasias may changae. [ndustrial nrowth may bhe treated as e

aconamic nbiective, and such athe-



protection/ogromotion of small industry, reduction in
regicnal imbalancas, and prevention of concentration of
aconcmic powar in grivate hands as social objectives.
Although the latter ares not the direct concern of this
paper, in view of their inftar-connaction with the economic
objective of industrial grewth, they cannot be totally
ignarad in any sa2rious discussicn of industrial problems.
As a compromise, wWe, therefore, traizsa a supplementary
gquestion on social abjsctives, and attempt to answer it

briefiv. How well will they be served in future?

P

While answaring thesse guastions, this paper draws upon  the

c=23t srocerience of our industrial growth, and relies on the lc:

]
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of nur lately adcocpted liberaliszation policies.

India‘s experience of planned economic development dates

back to is

4]

0. Iz, thus, r=lates to a gperiod of over four

7

re2gards i1ndustry, this

vl

dacades.

M

spariance 1s bast esxamined

by dividing this oceriod into four sub-parionds of 1250-43, 19456~

T~
4
|

FT3(80) . 1775431} -390, and 1991-97 and 1992-93. defarenca to
the viaw that the second ceriod 2nds in 1980 and the third period
begins  1n 1781, we have sut thesza years 1in brackets). The
followina four sections of this paper are devoted to these sub-
peri1ads. Tha sixth section deals with the remaining four years of

the Eighth Flan and tha nerisd beyond. The last section gives a

swmmary af answers to the three gquestions posed above.

A couple of clarifications are In order here. First, this

paper 14 1n the nature of a bird’'s eye view. By 1ts very nature,



it has. thersfore, a broad sweep, and such a paper cannot meet
details. It is, however, more than a mere outline, as will be
found by the reader. Second, the statistics of rates of growth
of industrial production are in terms of per cent per annum. The
rood-25  are Toaivesl - Lol

averages (Sections II to IV) or average annuals {(other sections)
and are worked out from the Index of Industrial Production
{(1980/81 = 120). They are of aqggregate production in the larqge
organised sector aof mining and quarrying, manufacturing and
alectricity (which have thea weights of 11.44, 77.11 and 11.43 in

the index). Reference vears are calender years or fiscal vears

indicated as, for example, 1931 or 1291/92Z.

I

1950~-4635

The fifteen year period, 1950-&45 - the first three plan
periods - witnessed the rate of érowth of 7.2 per cent. Two
features underlying this figure may be noted. First, the rates
variad areatly - from a low of 1.8 per cent in 1953 to 12.1 per
cent in 19&0. Se;ond, in nine of the 14 years, the rate exceeded

the average of 7.3, of which in seven it did s0 continuously

(1939 to 1963).

This period is described as a period of high arowth rates.
It compares very favourably with the earlier period (1990-46)
during which industrial production is estimated to have arown at
the rate of 2 per cent per annum, and alsa with the latter
period - 19465-74, during which the growth rate decelerated to 4.3

per cent per annum.



Tha high growth of this parind is =2asily explained, and
there is a broad measure of agresment on that euxplanation. In
that include : 2mphasis on 1nvestment on industry and  industry-
related infrastructural s=ctors, the complamentary character of
public -and private sector investments, and tha creation and
nursing of captive home markeis needed for i1mport-substituting

industrial praoduction.

At  a mare ganeral laval, we nad inward locking policies 1In
trade, state-regulated or guided policies in respect of interest,

foreign 2xchang=2 and a number of other kav prices. and s3zocialist

)

oolicies 1in rasgact of controls on privatse ownershio/management

and =2xpansion of thea public sectar through starting of new

entarprises and naticnalisation of privatzs sector enterprises.

ITII : 1956—74(80)

Thasa polici=s continuad during this period and in  same
cases they wer= strengthened. For sxanpla2, nationaliszaticn of
commercial banks. passing of the MRTFS Gct, specification of
targets of lending and /or lending at concessional rates for
criarity  sectors  and backward airgas  tcok place during  this
oerind. But thase ' policia2s app=2ar to bave lost  their steam
during this pertod, 335 is seen from the fact that tha growth came

duwn to 4.7 per cant.

Hera also, tha rataes varied. Far the first tima since
planning, industrial oroduction declined - hy -0.4 and —-1.3% per

cent in 1944 and 1R47.  And for the other years during the period



ending 1974, the growth rate varied fram 0.3 p=r cent in 1973 to

7.1 p=2r cent in 17467,

The situation look

Ul
1

3 little better whaen the terminal vyear

is put at 19280, but not really very much.

among thza2 more specific explanations for this slow  down,

thare has obeen considerable czontroversy. The issue which

u

figured in the controversy warae (1) worsened income distribution
operating principally through shrinkace of demand, especially of

mass goaods, (2} poor performanca2 of agriculture, (I} slow-down in

()
{l

—
p=e

N

import-substituion, (4 w—dowi in aublic invastment,
gspacially in infrastructure, and (3) regulatory and rastrictiv

nolici=ss in respgect of private entarprise. The emphasisz on these
hpaints is not meraly at the primary level, but it is carried

forward by bringing into account, in some cases, the weakening of

Dackward and forward linkages therefrom.

A detailed =2xaninaticon cf scme of thasae points. in the light
of tha wmore ard detail=zd =mpirical evidenca, s=2ams to land

support, by and large, ta tha last thiree factors.

IV :  1975(81)-1990

Tha decada and a half, and the decade in particular. ending
1290 marks a spectacular turnaround tao high growth ratess with
the rates of &.35 and 9.3 per cant respectivaely. The rates during
1975-90 varied from 0.8 per cent in 1980 to (2.1 per cent 1in

1?76, and during 178120 from 1.2 per cent 1n 1982 to 1O.9 pear



cent in 1985. Of the fifteen years, in 10 the rate exceeded the
average of the period (6.3) of which in seven (1984 to 19%0) it
did so continuously. And of the ten years, in 7 the rate
exceaded the average of the period (8.3), of which in three each

(1984 to 192846 and 19898 to 1990) it did so cantinucusly.

It appears that the gavernment seems to have been convinced
of the plausibility of, among others, slow-down of investment,
especially in public sector infrastructure and poor productivity
tharson, and of regulatory and restrictive policies far private
enterprise together with poor performance of oublic sector as
villains of the slow—arowth period. Consider, for exampla, what

it did later.

First, investment in infrastructure increased and capacity
utilisation also improved during this period ending 1990. Thus,
for example, the allecation to the infrastructure sector (eneraqy,
transport and communicaticn) which was of the aorder of 36 to 3I9
per cent of the total public sector cutlay from the Third to the
Fifth Plans, was stepped up to 44 per cent in the Sixth Flan, and

was fixed at 47 per cent in the Seventh Plan.

The other development relates to changaes in policy which
permitted a qgreater role to the private sector in development
than in the oast, and to the =asing of restrictions and controls.
Thus, for example, aof the total investment in the Fourth and
Fifth Plans, the share of the private sectar was around 40 per
cent. The shara in the Sixth Plan went up to 47 and it had a

matority share of 52 per cent in the Seventh Fflan.



As to the specific policies, references are invited to
raising the limit of investment for licensing, delicensing a
number of industries, broad-banding, streamlinina of licenses,
raising investment limits of MRTP compani=s and exemption to such
companies from some pravisicns of the MRTP Act, incrzaas2d
participaticen by private sector in areas =zarmarked for gublic
sactor, stc. Attention must also be drawn to liberalisations in

the fiscal, trade and financial areas.

The turn in favour of these policies seems to have commenced
arzcund mid-seventies, beginning with a measure of skepoticism on
the capacity of old policies to desliver raspectable agrowth.
Later, positive steps to liberalisa the economy were initiated,
beginning with mince+ chang=2s and moving towards major ones. But
;. the mars substantive, more significant, and more pervasive
changes took place around mid—-1991 and after a brief spell of
1nll they cantinued in that direction with a measure of
conviction not shown bafora by the Government. cut  as  thesa
changes occurrad in 1991 and later, they ar2 taken up in detail

in the next two sections.

To put it more genarally, this period narks, so fo sav, a U-
tuirn in Indian 2conomic policies. In respact af
ocwnership/nanagement of means of praoduction, qovernment was
moving away from the sacialitst to the capitalist path, in respect
of trade policy, from the inward—-locking to the outward looking
path, in respect aof foreign investment/technology from the non-

dependent ta the dependent path and in prices of qoods and



services, foreign =2uxchanga, interast, =s%tc. from the administered

(distartianary to the fraze (nhon—distorticnary) path of growth,

P,

of industrial growth in particular.

V 2 1991/92 and 1992/93 vIRRAM SARASMA! LIRARY

ROIAN INSIITUIE OF MANAGEME

VASTRAPUR, AHMEDARAD=380088
Among the major and significant sconomic reforms of 1991/92
include : depreciation of the rupee by 20 per cent, introducticn
of 2im 5cripﬁ/and its replacement by partial convertibility of
rupee on  trada account and athar liberalisations in ra2gard to
trade, industrial lizensing, foreign investment and teachnology,
MRTP company 1nva2stments, opening up of 3 numbar of areas for
private sector, lending rates by financial institutions and banks
ard  iraduction in statutory ligquidity ratio. And  althcough after
that there was lull in raforms for scome tima, thanks partly to
non—aconomic factors, there was scmn2 mavemant in that direction
fater during 1992792, Thus. for =xamplie, capital market was
freed from govarnment conterol and the office of the Controller of
Capital Issues was abolished. Invastment restricticons on far=2ign
investment were furthz=r liberalisad. Frivata investmen:t 1n

exploraticn of ail and refining was ailcwed and the National

Sziewal Fund was op2raticnalisad.

And  vet, industrial production during 1991-92 declined
slightly by 0.t per cent. Durina April-Octaober 1992-93, its
growth rata was 3.8 per cent, and for tha year as a whole, it

could, hapefully, incrazase to 4 per cont.

Why did thae growth rates during these two years slide down,

ingpity of tha acceleration in liberalisation? Havae thanse



policies which had given high growth rat=2s during the eightias

icias of

—

lost their forca, as was the casa of the previcus pgo

1266—-1275(80) 7T Or does the 2xplanaticn lie =2lsewhera?

Tha explanation, it seems to us, 135 elsewhere. First, it
must be ramemberad that the high growth rates of the sightias led
to a majior macro—sconoamic imbalance with its inevitable adverss
consequencas  in tha long run for industrial growth itself. And

when th= government began attacking this macro-problem, it

roduced an adverse impact on indusirial rowth.
) f

To =labarst=, the problem refzrrad to above i1s the problem

of acunting fiscal deficit ralative to GDP. The high industrial

-h

growth rates o

[

tha zighties alang with several other factors,
iad to the growing fiscal deaficit {aucess of total axpanditure

including loans nat of landing over revenue receipts, grants and

nan—d2bt capital r2caiots) relative to GDF increasing from  about

o

{

5-& par cent during the =arly 21ighti=as, o the average of about

o]

3.2 par cent during tha lat=r half of the eighties (1983/846~1990)

and to 3.4 per cent during 19F0531.

-
T
b
]

iz has had two inavitable consequencas. It fuelad heavy
infiatiaon and creatad a severa balance cof payments crisis. Thus,
far axampla, the wholssala pric2 index (1980/81 = 100) which was
moving up  at the rate of 5 ko 7 per cent per annum during the
early sightias, was moaving up at 1{-12 per cent during the later
part af that decade and 1n 1990/91, and reached a high af t4 per
( R, &Crve (rgpe))
cant during t152L/9270 Similarly, for2ign 2xchange reserves/ which

~
atood  ogquivalant  at undar about 3 months’ i1mports during the

A,;



Jlso  4S00 Cowto

and 1992/93,
o
e d

and

2arly 2ightiss wara sliding down gradually, standing atl —
equivalant of 2 weeks’ imports during April-Juna 1991, driving
Indiaigﬁ the vargza of Z=2faull.
N
GSavarnment’'s palicies during 19921/72 and 1992/92 have,
therafare, bsen dictatad ta bring about corractions at the macro-
lavel, v cutting fiscal deficit, reducing inflation and
improving foraign exchanges ressarves. So government has applied a
numbar  of breaks which aliong with oth=r factors have produced a
near stagnancy and a pocr rate of industrial growth i1n 1991/92
the fiscal deficit in 1921/92 was raduced to
5 par cent {budget

comnplamantary

aet

timatal,

crngwith a numbar of
and

-
=]

2laborata,
sti
improved

L
i

w
-

over inflation
inflation rate

imata)
have brought some control
Thus, for =iample,
7 per cent, and Tforeign

thanks largely

maasuras
axchangs position.
astimated to be about

during 1992/97 is e
nava alsa gane up considerably,
lc:ans.) 2. “f;‘”—'“ Cr g ety ~and "}

r21on
first,

exchange r2serves
affzctad advarsely industrial producticn both

in—flcw a3f fo
br

To take the lattar

from

to the

a L sy ~Ue ' ‘WCP°AL

= Thasa policies
side.

demand

tha =supply as well as demand
deficits led to a shrinkage of
and has

this
begun

fraom
in
bacame

raduct ton fiscal
and gouvernment campanias/corparations,

racassionary conditions which had
aighties

asports,
side

and of the

rupee

govarnmant
Tha
the

had a chain affact.
man: fest thamselvas towards

Exports also, particularly
tndustrial praductian from supply

ta
NOW.

Tmore acute
The strawn on

declined.
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came largely from impcrt comprassion and increased import prices
and cuts in tha awvailability and high cost of credit. Gnce the
fiscal daficit, inflation and foreign exchange reserves started
mowving in tha directions srpected, government ralaxed 1ts hold,
and that along with cther re2asures adopted in 1992793 led to a

i vival in that AT -
hit of revival that vyea

Yet ancthar point has to Ea ket in viaw, whila
understanding the industrial growth of thess two years. It must

be remember=sd that the kind of palicias which we have 1nitiated,

1}
ot

azpecially since ®id-1931, rspresan

maJor changes, marking a
clear and dafinite tura in a diffarent, if not an ocoposite
diraction. Such a3 paricd is naturally a gericd of turhbolenca,

gvan  when changes are designad to oroduce =2ffects in the sams

direction. This 1i1s especially 3¢ when such changes cocme
simul tanaously ar follaow orn2 another in closz s2gusnce. Fecent
~harmg2s in industrial, trads. suchange rate. firangial and fiscal
policias arz all of this j=nus.

{t. i3 conmon knswiadge that khare is a timz-liag batwa=en such

changas and thair p2rcolation 10 productiaon w«which 13 what we are

[is])

2naminiag with  raferenca tao industrery. Folizies hav=2  ta be
follawed by +weaswres, and bath hava to be appreciatad in  the
right spoirtd and followad g by invastanent decisions, capacity
inztallation and production by tha eceonamic aaents, to sei1:e  the
opportunit}es thrawn vo by the chang=2s. Moreovaer, 1n a federal
aystam, changes 1nttrated at one level of government have to be

follow=d at ather levels of government, and hava ta ba mutually

1t



supoorting. In view of this, during this period of adjustment,
production may not only not respond pcositively to these changes,
but it may even slow down. And the slocw down pericd may bz short
ar medium - two to five y=2ars — depending upon the spread, spasd
and sequencing of th=se changes, and the response of the econaomic

agents ta these changes. This may acccunt partly foirr the slow

ct

down of theszs two vears examined hers=.

But after this op=riod of transition, on tha logic of
liberalizsation, industrial producticn may be axpacted to
aczelerate 1in a sustained manner. For this cptimism we entertain
for the medium and long ceariods, we ra2ly upon that logic which is
a@laboratad in the context of growth prospects in the next

s2ction.

Industrial growth far 1992/2T - thea first year of the Eighth
Plan - 1is estimatad tao grow at the rate of 4 ger cent. In a
recent interview, the Finance Ministar has said that hz expected
the growth rate of 7 per cent in 1293/94 - tha szecond year of the
Eighth Flan. Eo if graowth is to attain the Eighth flan targat of
3.7 per cent, growth rate for tha remaining three yvears of the
plan - 19294/%5, 1995/95 and 19%94/%97, has to be aof the order of
about 10 per cent per annum. (It mav be recalled 1n passing that
the bane year of the Eighth Plan, L?91/92 guffered a slight
decline in industrial production, This ‘statistical’ advantage of

the plan i3, however, ignored hera).

la



Government saams determined fo achieve a very high growth
rate of industry in future, as is seen from the strengthening of
the liberalisation policies and measurses initiated e=arliar.
Thus, for example, infrastructural bsttlenecks which held back
growth during 1945/74(80}), and the minimisaticn of which
accelerated growth during 1773(813-1990C, aven now continua to
receive attenticn as 2 high priorifty problem. This is sesn from
tha fact that of the tgtal public sactor cutlay of thea Eighth
Plan, infrastructura sectars {ensrgy. transport and
communication) get 45 per cent - about the same as in the Seventh
Flan. In fact, in view of new opa2n door palicy for the entry of
private sector, including multi-nationals, coupled with variocus

incantives 1nvestmant in thase sectors would be far marz than

aariisr. Tha importance of private investment in  future is
highlightad by thea fact that of the tota investment in the
Eighth FPlan, the shara of privata investiszent, which as noted

2arli3ar was being st=2gp=2d up from the Fourth Plan onwards, is
raiss tc 93 per cent in the Eighth Plan — I percentage points
abova that of Saventh Flan. The Eighth FPlan document has given
an odutline of a numbaer of liberalisation measuras called for tao

achieva th2 targets.

A 1ull for some time after mid-1991 reforms, the security
%cﬁm and the Avadhva incident, among others, had created a doubt
in regard to the willinaness and capacity af tha govarnment to
carry further and forward the raform measures. THe 1997/94

budget. howavar, should clear such a doubt, as the budget marks a

K]



clear, decisive and substantial progress in liberalisation. To

refar just to a few majior budget proposals in three areas :

1. Direct Tares: Complete tax holiday for new undertakings in
powar, tax relisf on payments under wvoluntary ratirement
schemes, and tax reliefs to foreign institutional investors
investing in sscurities.

2. Indirect Taves: Import dutiss and excise duties ramoved

e

completaly from a few items and reduced considerably from a
large numbzr of items in varving proporitions.

Py

Rupge made fully convertible on current account.

wl

. And yot with these and such other liberalising measures as
may be adopted during the Eighth Plan, growth rate of thea order
10 per cent per annum during the last three years of the Eighth
Flan which i3 necessary to achieve the target of 8.2 per cent for
the Flan may not b2 achieved. The reasen for this pessimism
stems oot marely from the disapgointing growth perfarmanca af
1991/92 and 1292/%93 inspite of favcourable policies, but also from
the fact af lag with which these supply—-rigidity reducing
mrasura2s, considared in the context af the macrao-leval caoncerns
af low fiscal deficit, low inflation and comfortable forsign
axchange position - would work., These concerns could even lassan
the forca of liberalisation measuras at the sectoral levels in

the near future as they did in 1991/92 and 1992/93.

All—~in—-all, it may perhaps be more realistic to hope for an
avarage rate of growth of about 7.5 p=r cent for the remaining

four years of the Eighth Plan. This together with the 3 per cent



growth for the first year may yield an avaraqe trate of growth af
about 7 per cent per annum. On this judgement, 8.2 per cent

growth for the Eighth Flan s=zems to be unattainable.

But beyond the medium—-term during the Ninth and the Tenth
Five Year Plan pericds, higher growth rate of the order of 9-10
per cent per annum seems qulite feasible. This optimism is based
on the assumption that by the end of the Eighth Plan we would
have attained stability at the macro—level as regards fiscal
deficit, inflation and foraign sxchange, and the bperiod of
adjustment of the economic ageants to thea new policies wouid alsa
have been over, so that tha logic of libsralisation will begin

asserting itself with full force in practica.

This loaic would lead to'higher growth 1in several wavs.
First, a number of changes in industrial licensing, fareign
investmnant, fnreién technology agreements, the MRTP Act, etc.,
have done awav with the priocr claarance of the government. In
such cases, project time., and, therafore, proiect cost will be
reduced. This will free material and human resources far mare
productive usae: from cultivating contacts with persons with power
and influence to get such clearances. Thus, the input cost per
unit of output in the proposals which are freed from prior

clearance requirements will go down, and reduce cost.

Second, the changes 1n respect of foreign investment,
foreign technology agreements and rupee convertibility are
designed to attract capital, technolagy, and marketing and

managerial expertise from abroad. Thase measuraes, togathar with

135



raduction in import duties, will give a boost ta exports in
particular. They will lead to additions of scarce resources of
technology and capital from abroad. In as much as these
resourcaes are also more efficient, industrial production will
increase both through their higher productivity as well as

through their additionality.

Third, some changes such as aopening up of some areas
reserved earlier for public sector for private enterprise,
privatisation of public séctor, delicensing and reduction in
impaort duties would make Indian enterprises more competitive

among themselves and vis—a-vis imports.

Fourth, some measures thought of for the public sector such
as purposeful formulation and the implementation of Memorandum of
Understanding and its monitoring, professionalisation and greater
autonomy may be expected to impraove the perfarmance of the

enterprises that will remain in the public sectar.

Fifth, amendments in the MRTP Act reqarding large houses and
dominant undertaking may be expected to promote large and
efficient scales of production and qgreater emphasis an
controlling and regulating monopolistic, restrictive and unfaipr
trade practices will curt the anti—-competitive behaviaur of the
firms in the monopolistic, oligopolistic and ineffectively
campetitive markets and thus, promote competition and through it

sfficiency.

Ta sum up this point 1 additionality of resources and

improvemants in technological, allocative and X-efficiencies that

1¥-)



4 an
will follow from pro-competitive policies are expected to vield

respectable rates of growth in industry - of the order of 9-10
per cent per annum in the long period, after the Eight Plan
period most of which is bound to remain a period of transition
which for reasons discussed in the previcus section, would

produce only modest growth.

That this 1logic is not an empty box is vouchsafed by the
axperience af a number of countries which have followed
liberalisation policies. Hong Kong, Korea (South), Singapore,
Taiwan, Indonesia, FPakistan, Malaysia, Thailand and China have
graown at high rates recently, especially in industry and
manufacturing. True, relative to India, the first four are small
countries, but the next four are not that small, and China is,
indeed, big. . Sa it seems that size aof the country may not be
that important in accounting for growth as it was thought of
earlier. In any case, we should take whatever message is
relevant for our country. To cite soma statistics from the World

Development Report, 1991: Industrial growth during 1980-1989 was

12.4 per cent in Korea (South), 5.3 per cent in Indonesia, 6.5
per cent in Malaysia, 7.3 per cent in Pakistan, 8.1 per cent in
Thailand and 12.46 per cent in China. With &.9 per cent, India
compared favourably with Indonesia and Malaysia but poorly with
the other four countries. When a comparison 1s made on
manufacturing grawth for this period, India with its 7.3 per cent
was at the bottom in this list. Comparablae fiqures were: 13.1
for Korea (South), 12.7 for Indonesia, 89 per cent for Malaysia,

7.2 for Pakistan, 8.1 for Thailand and 14.5 for China. This

17



sxparience points to tha potantial of 10 per cent for India in

the long run.

Finally, a woird on sccial objzctives of the industrial
sector — in particular grotection/promotion of small  i1ndustry,
reduction in regional imbalanca2s and pra2vention of concentraticon
of =2conomic  powar. As i3 well “nown, we hava bzen having
Speciffc policies since nlamning to subserva  these abjacztives.
What about these policiss now and in future, and how would thesa

ghjectives be served?

The n=w aconomic policiss unleash a strong dose af
competitive forces. These foirces promote economic efficiency and
through that produce growth. Specific policias designed to
further sacial abjesctives do 30, often, constraining the
afficiency induced growth. In viaw of the primacy of efficiency

basad

£y

rowth that i3 patent in the n2w policies, the latter
policies, which war2 10 any case, nat wvery substantive or
significant, far a greater part of the planning period earlier,
now become more secondary than before. So only a feeble boost
fro such oolicies may he aupected far 3social aobiectives in

futura.,

And y=2t, tnspite of lcw priority of social policies in  the

past, cansiderable praogress has been recorded on 3ocial
objectivas. Mod=aen  small industry has emerged as a sector to
rackon with, inter-state disparities as also intra-state

dinparities 1n indusirially daveloped states have narrowad, and

tha concentration of economic power has declined. While policies

AR



and measures on behalf of social aobjectives have played a role in
producing the results thereon, it is suggested that a more
significant rﬁle may have been played by high growth itself
through 1its percolation effect. If this interpretation is
accepted, the new efficiency-based, high growth promoting
policies may be expected to strengthen the progress on social
ab jectives as well in the long run. However, in the short period
of transition, progress on sacial objectives will be retarded,
partly because of diminished importance of policies for thase

oblectives, and partly because growth itself will only be modest.

VII : SUMMING WP

Although answers to the three questions posed in the first
saection are already given in the previous sectiaon, this paper may -
be concluded by putting them in a summary form here.

(1) The Eighth Plan target of 8.2 per cent industrial growth is

unattainable. Seven per cent seems to be realistic.

(2) As to the 10 per cant figure for the Ninth and the Eighth

Flans, we suggest that we could get 9 per cent, and could go

up to even 10 per cent.

(3) The prospects of progress on social objectives in the near

future of the Eighth Plan period are not quite good, but

they seem to be bright in the period beyond.
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