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r._ReK. Hazai, Deputy Governor
e Heserve Bank and Chairman
i the Agricuitwal Refinance -and
evelopment Corporation, is a self-
proclaimed agnostic. He is proud of|
baving begn brought up in the Anglo-|
French fberal tradition; his personal|
kanings are influenced by Karl Mar,
but he woufd hate to be confined in
any particular mould. The Patrika
will serve up in three instalments
of what Dr. Hazari has described as
bis “hotch-poteh”, but what is, in
effect, an analysis of the country's
economic situation and the remediés
it-needs. The first article appeais |
{on Page 6
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The écaniomie trénds of the Jast
tén or twelve vears do not project
a liappy picture:  Compared with
the 1950  when  development
riearly took oft the giound, there
hag been a slowing down all alon
the line. if vou leave out 1975-76
which was a rather unusual vear.
There has heen a slowing down of
the rate of growth of agricultural
production and productivity, of the
rateé of growth of industrial pro-
dirction, a§  also the growth of
incomé  and  employ-
ment.  The growth  of invest-
fent has also }Twen unsatisfactory.
Tnvestment i& not the ounly deter-
minant of income trends, but in-
vestment is a nécessary initial con-
dition for stepping up the wrowth
of income. "\‘L:lt is more, there has

- not_heen that kind of upsurge in

public investment which also is a
nécessary condition  for $ustaining
growth. Publie investment is nor-
mally for suchitems as electiicity,
railways,  constriction, major  irri-
gation dams, roads and so forth
There is no  ideological  conflict
about who is going to undertake
this kind ot inveshnent. Notwith-
standing our objective of the pub-
lie sector occupying the commind-
ing heights of the economy, the
teénds in the growwth of public in-
vestrhent have ot beén encourag:
ing.

been a

There ] has welcome
Frowth of private investment: a
arge part . ol it in agricultore

During the Jast two or three years,
there has been a  most weleome

mprovement in the facilities  for
minor irrigation in Uttar  Pradesh
and Madhva  Pradesh,  and the

awakening has spread to Rajasthan
Bihar, Origsa  and Bengal: - You
wonld he interested  to hear that

. Benga] is hecoming a large wheal

producer. The North-East, with its
very dificult  tervain, his  vet to
wake up to the possibility and
appoitunity ek developpent.—-but
this too. will come in due conrse.
As vou are very well aware, the
Gréeen Revohition is pow spreading
to rice also. arid  there hag heen
some progress. not wholly satisfac-
tory, in the application of the new

,te-chlmlugy to coarse grains. As the

Green Revolution  spreads wmore
particularly  to what 1 call the
Ganga Valley, pamely, Uttar Pra-
des Madhyva Pradésh, Bengal,
Orissid, Bihar and the North-East
vou will find results that ecan be
eveii moré remarkable and impres-
sive than have béen achieved in
Punjab and Harvana.

Some of vou might recall, if 1
may move to  industry,  that a
number  of heavy  engineerin
planits weré sét up in Ranchi ans
around Calentta in the late fifties
and early  sixties.  When these
plants iwere being  installed. we
were répeatedly told by the Minis-
ter concerined that, on completion
of these plantss we would be abie
to produce one steel ]Jl:uil every
vaar. In those days, when we Svere
-producing 2 -million tonnes ol steel
; L semebody had  said
thalowe would be prodicing 25 to
30 million tonnes of stéel by the
198075, nobody would have laugh-
ed-at us. Last vear when we pro-
diiced 6 million tonnes of steel. we
could not sell all ot it and had to
biiild a large stockpile éven after
effecting sizable exports, which is
a measure of the problems that we

thave got into.

Why did we get into these prob-

Jems? Till 3960, we spent much

less on deférice  than we shauld

The proportion of natignal
income spént gn defence wsed i

_engineering factory

.I;‘ -

By R. K. HAZARI

be slightly less than 3 per cent and
we dllowed our armed torces to be
undeér-equipped, under-trained . and
under-exercised: When the Chinese
danger ‘became manifest, we start-
ed stepping up our defence éxpen-
diture till, by 1966, it came to
about 6 per ceént of the national
incomé. These percentages can be
rather deceptive because 1965 and
1966 were rather bad vears for
national ‘inecorme but the fact re-
mains that, in the sixties, we great-.
ly stepped up the visible propor-
tioh of  defence  expenditure to
national income.  Thongh it was
bronght down slightly later, it has
beéen stabilised in the seventies at a
level miuch  higher than in 1960,
partly  because the  growth of
ndational income has been less than
wag expected. We do not know the
total amount spent on domestiu
secirity hecause police  expenidi-
ture is placed under many different
heads in the Central and State
budgets. Oinr total expenditure on
detence and security has, neverthe-
less. risen steeply sinee 1960 and
has made a significant dent into
the resources available for produc-
tive investinent. 1 am not saying
that detence and security are dis-
pensable items but that we were
at one extreme in the fifties and
havé gone to the  other extreme
since. I am all for defencé and
security but at the end of it one
has to ensure that theie is enough
left to detend dnd sécure. Govérn-
ment expenditure that could have
beeri incurred on river valley pro-
jects, construction. ~ éxpansion  of
railways. and so on, has beéen di-
verted elsewhere. Regardless of its
budgetury classification, all deténce
and secority éxpenditure i, in eco-
nomic terms, ¢urént  expendituré
which doés not add significantly
in the lon run to the  level of
saving apa investment in the eco-
]”ll-ll'\’.

Fiuther, wheni swe get up heavy
engineering plants, the idea appa-
rently was to put up huge machi-
nes by the tonne. About 11 vears
hack, 1 remember visiting a heavy
where there
was a highlv aotoihatic  fdehine
and by itg side there was a semi-
autoriiatic machine,  both for the
same purpose. | wanted to know
why it had hoth. 1 was told that
we got thé automatic machinge he-
cunse it was the most advaneed
available with the particrilar sup-
plier, but that  there  was not
enough wark for ite so weé installed
a seini-automatic machine, too. In
the évent, both  machines  were
then nearly idlé most of the time.
Initially, it was believed that mia-
chives wauld breed niachines as a
natural pheiomenon and desigiing
capabilities were sadly  neglected.
not realising  that the  physicil
capacity to prodace machines does
not suthicé to attract orders wiless
it is backed with designing capa-
city. Imports ot machinery. there-
fore, continved. partly bhécause of
prices quaility mur
ations —and-
desive to fulfil investmént  targets.
Méanwhile, in one plant at least
the  workers got " accustomed to
plaving cardé on the shop Hoor
and it took thiee yvears of paiiifil
effort to get them  back into the
working Habit. By the time design-
ing capabilities were bnilt up —
as they have been to a lurge ex-
tent — the planning processes had
slowed down. till, as of now, there
are. not enough orders in the pipe-
line to keep the designers as well
as machines busy. Bharat Heavy
Eléctricals niééds two — years from
the receipt of actual
the down payment, to really start

serviee eongider: -
Vm-ﬂy becanse of - the

ordérs with

s to be doneT

manufacturing & plant  becausé
that is the time requiréd for the
desigriing of the plant, and it takes
another three yearg to deliver the
plant. In other words, the current
operations of BHEL or any other
mwachine manufacturer . depend not
$0 much wpon - conventional mar-
keting and  salesmanship 4s on a
clear perception of the Sixth Plan
—which is still far from the con-
céption stage. :

Over the years we invested huge
amounts in major river valley pro-
jects, the benefits of which were
not visible for  quite somé  tme.
We invested huge amounts in large
industrial  projects, the  benefits
from which ‘also did not eome for
quite a long time. There were
similar investments  all over. the
economy which  produced a Jess
than expected increase in incoime
and, therefore, did not fully per-
form the income generating. func-
tion of inyestment, The result has
been a shortage of rea] resources
because unless  capital is  turned
over quickly enough, it does not
yield the funds out of which fresh
investment can take place. You
can miaintain the pace ol tresh in=
vestment tor some time by asking
the Reserve  Baik of  India to
ereate the mouney, which is a very
profitable  proposition for the Re-
serve Bank, but a very damaging
praposition  from the  country’s
viewpoint becanse it leads to in-
ation. You can finance one round
of development, if you like, with
created monéey. but in the subse-|
guent rounds vou must get enough
production and profit (or surplus,
il vou please) in ordep to be able
to keep on investing and, unless in
the country 48 a whole vou keep |
oni investing at a  siflicient pace
and for a siflicient length of time, |
voi do not create  scope for the
orders that are requited to sustain |
and expand the level of demand |
for your industyy. Wi

If I may comé to  more 1ecent
avents, it ig quite true that we had
an - excellent  year in  1975-76.

National income has grown by a

litthe more than 6 per cent, com-

prising as  mich as 8§ per cent
giowtli in agricolbwal  production |
which is almogt an all-time recovd:
dand 4 0 5 per cent in  industry.
Thé pressive ol fiscal and mone-

e

taiy policies. namely, a  relatively
mioclest deéficit i the  Government
budget,  impounding ol 4 ° large
amount of additiona wiges and
adeitiona]  dearness allowances
aggregating ronghly Rs. 900 croves

with the Heserve Bank, further im-
potindiig of Fm'l ot bank depuosits,
together ‘with  the  Administrative
measures taken adainst  sihuggling
and hoarding, bronght  down' the
gitwth. of wmoney supply in 1974\—-
75 to barely 6 'pm' cent - (which
swas oné of the lowest rates in the
world) and to about 10 per cent
in 1975-76. Sinee. the nioney sup-
plv_ growth in one vear tends to in-
Huenice the price Jevel in the cunr-
reat 45 well as the negt year, given
certain  oplput trends. it s notd
Suiprising that pricés fell hetween |
September 1974 and March "1976. |
Twa other imiportant factors which |
playdd an  important role in the
price fall were the Jarge increase
in net foreign ald receipts and in
ciop production. These have heen |
dealt with 4t length  in various |
reports of the Reserve Bank. :

(To bhe continued)

Condensed from Lala Sir Shri Ram
Memorial Lectures at the Depart-|
mérit  of  Business  Mavagement, |
Punjab Agricultural University, Lu-
dhiana 3




{social order, they are self-defeating. |
He argues that in the interest of the|
{peaple and the efte itis necessary|
{10 bring down the present excess-|
ively high tax rates and suppiement |
| maderate tax rates with compulsory
|deposits at varying rates of
interest...... Page 4
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13 .per cent in

‘vernment (taking Centre and States
~ together) is running a surplus. The-
- increase in money supply is coming
from incyease 'in foreign exchange
“reserves {which in tumn is attribu- |

I would fake the liberty of war- |
on |
either your past glory in agricul- |

ning you dbout not' resting

ture or the glory of the economic
erformance of the past year. A

large  number - of factors that- ac-

~counted for the favourable per-
formance in 1975-76 may not be
“repeated in future. In fact, I am
convinced
not likely to be
~current year, For one thing,
current  annual growth
supply (1976-77) 1s 8 per
“in February 1977 itwas nearly 18

er cent) which ‘is much

the

and certainly  much larger than

. that in the year before, when we
took strong anti-inflationary  mea-

sures. On top of that, it = does
very likely that the
kind of boom that we imd in agri«
cultural Sutput -last year» would
be repeated this year. We would
be very fortunate indeed if we
are able to maintain the crop at
Jast year’s level. If one takes in-
dustry, the first half of 1976 was
extremely good — an increase of

as compared  with the first half
of 1975 but then, the first half
of 1975 was a really bad period.
‘The bulk of this 13 per cent
growth in the first half of 1976 |
electricity,  coal
mining, steel and textiles: It does
not apFenr very likely that this
kind of growth would be main-
tained throughout the year. In
fact, textiles are again in trou-

.ble, electricity is again running

o ‘bottlenecks, additional quan-

\_es of coal are not being absorb-

®d readily — there is something

like 10 million tonnes of coal lying |

at ‘the pit-heads — and simifarly |
in steel our production is larger

‘hut there is not enough demand
~and something like more than a

million tonnes of steel is lying in

‘stock with the producers, In other

words, industrial growth in  the
second half of the year is unlikely
to 'bz?. as high or fast as it was in
the first half of the year.

. The possibilities are of, let
say, 8 to 10 per cent growth

us

that some of them are
repeated in the

of money .|
cent, |

: larger |
~than that in the preceding vyear

industrial  output

in |

industry for the year 1976-77 as |

‘a whole and not more then 2 per
- cent growth in agriculture, giving

“some thing like 3 per cent growth |
~in national

income. These esti- |

“mates are based on -optimistic |
forecasts about both industry and
‘agriculture.. With - 2% per cent

growth of population, the increase
in per capita income would ndtbe |
as substantial as it was last year.
Viewed against the large growth |
of money supply, the situation calls |
for exercise of the maximum care
about prices. In February 1977,

 these estimates stood revised in my
“opinion to 8 per cent in industry,

minus 3 per cent in agriculture
yielding a tota] of less than 2 per

‘cent for national ' income and  a
minus figure for per capita income. |

.. Let_me.also say that, unlike n;:i?,iﬂ

e
b

ears, . Government expend
last one year ar go has not
n responsible for the = increase

L}

Jin prices. In fact, currently, Go-
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By R. K. Hazari

ndian economy
~ is to be done—

table o large increase in exports,

decline in imports and large in-
crease in remittances from Indians
abroad plus the fact that once your
. currency is less weak then many
others, it becomes more attractive)
and increase in' bank credit, for
food as well as non-food purpose.
Ever since the end of World War
II, we have been very much con-
cerned about food and foreign ex-
change. which have been the prin-
cipal bottlenecks in our develop-
ment. As of now, we have 17 mil-
lion tonnes of food in stock and
we have Rs. 2000 crores of foreign
exchange reserves (excluding gold
and Special = Drawing  Rights)
which is equivalent to roughly five
months” imports. In other words,
the traditional holes in the frame-
work of our economic defence are
fairly well plugged. We can take
risks ‘which we could not take be-
fore. I would still warn, however,
that one should not become com-
lacent -in matters of food and
oreign exchange. In the year 1971
also, we had large food  stocks
made possible by large output and
large involvement of bank credit.
There is a similar gituation now.
It is necessary to keep a large food

stock, but there is no particular |
sense’ or .purpose in keeping such |

a large stock as a sitting tempta-
tion to rats of various species, whe-
ther four-legged or two-legged. It
is difficult to store such a large
stock and to move the large quan-
tities to the centres of consump-
tion. The jarge accumulation ot
both food and foreign exchange is,
to my mind, essentially an indica-
tion of the inadequacy of our de-
velopment effort.

The foreign exchange should get
progressively transformed into steel
plants, major river valley projects
and a great revival of construction
Between thems railways, electri-
tricity boards, construction and
major_irrigation  account, directly
or indirectly. for more than two-
thirds of the engineering orders in
the country and similarly, directly
or indirectly, they would account
for roughly two-thirds of the in-
vestment outside agriculture pro-
per. If you have to revive the eco-
nomy, vou will have to undertake
a large scale revival, in construc-
tion, in electricity, in railways and
in_1najor irrigation.

What we need now is the revival
of planning. If you produce the
Sixth Plan in the ‘middle of the
Sixth Plan period. I do not under-
stand ‘how development can take
off the ground just now. If you
talk of the current industrial re-
cession, of payment difficulties and
inability . to pay back loans -and so
forth, please remember that loans
can be paid back only when goods
are s()ic{]- Goodg  will sell when
there is demand for them, and de-
mand in India is created to a large
extent ultimately by plan expemf’ -
tuie mainly  on four heads, ie.,
construction,  railways, electricity
and major irrigation works. If you
do not hiave engugh of these, you
cannot have enough demand for
steel and cement and other indus-
tria] goods. This planning must be
“based on non-inflationary financing
which ' requires new methods of
control over expenditure and cer-
tain attitudes towards some other
aspects of eivilization like bureau-
cracy, education and taxation.

I would be  prepared to assert

any time that some disturbance in’

the social structure is necessary in
order to facilitate
but the kind of changes that rapid
“inflation brings about make rapid

{-and unjust inroads into the stanard -
. of living - of the majority of the
“population; the changes are 'also

social - change,

ininical to the elite hecause they
undermine all the values, institu-
tions, services and  mechanisms
which motivate and enable the elife
to serve the community at large—
and to justify its existence. A few
benefit,  from . inflation if they
bought things at yesterday’s prices
and sold at today’s or tomorrow’s
prices, and thereby made unusual

profits, but ~ this is. at the ex-
pense of - the community  -as
a4 - wholz, * at:the “expense!~ of
“thette who - diappen to - have re-
latively. fixed -ineafmes: but - whose

contribution to social welfare and
the maintenance and progress of
civilization s  disproportionately
large. Inflation is particularly ini-
mical to the core of a civilization
comprised of its public services,
its . education, its administrations.
its system of transport and com-
munications; the working of its
municipal and Jocal bodies, the
morale, integrity and competence
of its public servants, the mainte-
nance of its museums and libraries
which inspire pride in the achieve-
ments of past generations — vour
own or some other people’s —
from which you work to bring the
glory of the future to birth today.
If there is rapid inflation the
ublic services are hit the hardest
ecause their pricing tends to be
sticky, especially in public utili-
tieg like railways, electricity and
educational services, = and the re-
muneration and status of  those
who work in them suffer much
more than any other part of the
community. It leads to devaluation
of the quality of life which it is
.the duty of the public services to
maintain. When you have demora-
["Yization of your public servants. of
' your educational services, of your
so-called bureaucrats, then, it is
inevitable that the charge of social
affairs which lies in the hands of
‘Government (particularly when we
do not have a Church or a party
to take care of communal life).

_will tend to be neglected-_a;d I

cause social demoralization, far
beyond economic distortions.

There can never, however, be
complete ~ virtue or optimality in
any system. One has to be alive to
the need for some flexibility. Even
while ‘looking or working for a
non-inflationary system, one has to
allow for a moderate or tolerable
degree of inflation. 1 would say
that in the light of past experi-
ence, 2, or 3 per cent annual in-
flation is somethintE tolerable. 'Any-
thing more than that is highly de-
trimental to the best possible allo-
cation of resources, and to social

| stability and balance in any com-
munity or in the world as a whole.

1 may now move on to the pre-
. sumptuous task of suggesting how
| economic development can be pro-
moted as an investment system
with the least inflation simu%tane-
| ously with the maintenance of cer-
tain minimum ethical standards, all
for an objective quality of life,
consistent with mass market, mass
consumption,  mass  production,
mass communication, where one is
concerned with the = requirements
of the whole, as well as with the
promotion of social excellence. to
which an elite must be dedicated.
The objectives that I am setting
might appear somewhat romantic
but my proposals - are -quite  mun-

ane,

First: the level of investment
has to be increased and, let me re<
peat, it has to be financed to the

| maximum extent possible from re~
sources generated internally from
‘each activity, sector and the eco-
- nomy gcneralli,{'- so that the level
~of inflation is

“has somehow come to be believed

: t within tolerable
{ limits. In the twentieth century, it

)

i1 viee" for _
- for reduction of inequality. 1 am

| ous maturities but I do believe
| that it is possible and necessary

|
|
J‘ well as the elite to bring down the
|

| with compulsoyy deposits at vary<

' to be finite and relative. It follows

i
| that high tax rates are essential for
"a productive and just social order.
I am convinced that high tax rates
are self-defeating whether as a de-
resource mobilization or

sreatly  impressed, on the = other
I”naml, by a proposal made by one
of our oldest and seasoned ban-
kers, Dr. T. Madhava Pai, that
taxeg could be replaced by a sys-
| tem of compulsory deposits with-
| out intérest. I would not go so far
| as to replace all taxes by compul-
| sory interest-free deposits of vari-

in the interest of the people as

present excessively high tax' rates,
and supplement moderate tax rates

ing“rates of interest arranged in
progressive slabs descending from
" atfractive or normal rates to zero.
It can he demonstrated that if you
pay no interest at all on borrow-
ings or progressively lower rates
of interest on increasing: amgunis
of deposity made by high income
earnerss then, the compounded
effect' over a period of time is the
same as that of a progressive mar- |
ginal tax rate.” Thereby, you stll
maintain the egalitarian = principle;
you . also  obtain = the resources
essential for growth without mak-
ing the tax-payers feel that it is
their fundamental family and busi-
ness duty to avoid or evade taxes.

Second. it is necessary to re-ins
terpret what is meant by priorities.
Even such high priority item as
food, power, steel or fertilizer do
not have infinite prority. Nothing
in this world can have an infinite
value attached to it; values have

that rather than distinguish bet-
ween what are called priority sec-
tors and non-priority sectors or
priority-commodities and non-prio-
rity commodities, one should seek
balance between the sectors or
commodities or resource uses
various levels of relative combina-
tions. If, for instance, electricity
has high priority, that does not
mean that all the resources availa-
ble in the economy must be devo-
ted to investment in electricity. If
one does that, there will be no in-
| vestment in the uses of electricity
and all the investment made in
electricity would go waste. Simi-
larly, with investment in fertilizer,
there is a point beyond which the
utility of fertilizer alone keeps on
| declining; we have to invest much
more in water along with it; we
have to invest in other improve-
ment in the techniques of cultiva-
tion, and go forth. 10
(To Be Concluded)
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an ecunomy. 0. RK. Hazar
investment n the elite and
{to invest: specifically, consciously,
{nfgﬁlizaﬁorlally- in the creation and
development of an elite, and eiite
leadership is best organised on a

basis_. Page 4

ﬁ;ﬁt’ffeggmgiag_e says it is essential

plural rather than a monolithic
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soil erosion  (that i
jntegral part of them).
help in controllin oods. -~ One
other technique of  déaling with
the problem, in  which you are
more directly ‘nvolved, is the evo-
lution of crops ‘and  seeds” which
give their yields - hefore or “after

is_ terribly” expeusive, it - takes ‘a
long time to yie

then, its long term . utility ds not

always beyond doubt,

and frequent lack of attention to
proper ‘water  management and

* Qur actual approach to :priorities
“has been: based  upon ~what can

{=tem, “in ‘which a" seclor or comumno
“dity “is born intdé: a- priority rather

various finite. values -at  different
~points of time.-In defence logis-
“tigs,~1 understand, the prime - en:

hasis is not - on weapdns - alone
~but certain combinations of -men,
weapons,  ammunition,
| .ansport and time. While the pro-
cess ~of -~ planned - development. is
“often “compared - with war-—rathei
inappropriatély” in-any
this basic tenet of -logistics has yet
{ ‘to be incorporated in ‘our thinking
and action on planning.

One further —elaboration - of the
enncept of priority is required. The

wtest difliculty”  encouritered  in’

higher authorities is that ‘they keep
on - mentioning priorities and higi}

the posteriorities ors for that matter,
the fall-back positions in the event
of setbacks. It is relatively easy to
say what is = important but very
painful to specify what can be. cut
“down or cut out. In actual -imple-
mentation, however, the perception
and observance of- posteriorities -is
erucial—and - “that is “where
needs - both - self-confidence as well

subordinates. Society must have a.
-value system which recognises that
- priorities imply posteriorities and
that benefits involve .costs. "It is an
‘accepted ~ dictum  that- an army

his own_troops. - Thére has never
~ beeri “a hattle in-which blood has
not been shed.  In peaceful “pur-
* suits, unfortunately, and in the im-
~lomentation of policies, we seldom

ognize. that development or anti-
“yrifationary measures “dlso - involve
" casualties “in” different forms. Fur-
_ther. the  franing of  policies or
‘aniouncements  normally o takes

place in -a mood of optimism and
little attention is devoted tp anti-
cipation of - difficulties. bottlenecks
and possible - set-backs. - When
these difficultiés .are -encountered,
here is-a - tendency - to. hand out
“blame to others and' take refuge in
_lefensive “departmentalism’  which
is “another ~ name for - avoiding «
systems -approach. I
I should now attempt to indicat:
the areas where investment:has to |
“be . promoted. - There are threc |
broad areas .in which® there is a |
need 'to promote investment. ‘

One is ~ exploitation of , natural |
tesources, mainlys | in- agriculture.
floud control, soil_conservation. and
irrigation -and mining. If you go to

_eastern U.P.," Bibar, Orissa, Bengal
‘and - the North-East, 'you will rea-
“lise that one of the principal rea
sons why they have ﬁeen' left be-
hind in the development  process
i that they are often washe “away,
_in.some places, twice a year. Even
if they had the spirit that the Pun-
jabis are reputed to have, 1 doubts
if they would have been able to
stand " upto this type- of destruc-
tion - year after year for decades.
What is the use of investing in the
land if “‘vour crops are going to |
be washed away repcated%y? One |
of the reysons why I pleaded ear-.|
!:@t ‘fqr”_tj]'i_ef_- revival of investment
“in. major ' jrrigation - projects is that |
“minor irtigation—in which T have .
“a large business interest—is
somiething “that  can contribute “to-

supplies. |

opinion— |

cleimenting  any  programme on. |
the basis of priorities. indicaled by |

one *

| drainage.  Increasingly,  we must
resort to muck

| vation iu the areas which get their

- almost be described as a caste sys-

“than inter-related - with — others ai |

- priorities -hut_they newer spell out |

Hpods during  the ‘kharif - season.
This change is already taking place
to. some  extent. The ‘rabi’ ciop
that is coming up in Bengal is an
sye-opener. 1 am sure that, in
Orissa and Bihar also, where minor
irrigation is picking up significant-
ly, the possibilities would open up
for. having crops ~ which can be
grown before  or after’ Hoods,
thereby protecting the income and
savings of the farming community-

About mining, it is  true that
coal is having a lean  domestic
market  just now,. -But our coal
regerves . are one of
assets. Though itg ash content is
“high. ‘we can easily aim ‘at export
of at least 5 to 10 million tonnes
of coal every year. The production
{wtcn{ial ig 5 already - there but
handling equipment in the’ ports
is a severe -bottleneck: our port
“handling capacity for “export: o
coa) at present is only about half
a million tonnes. Wé must exploit,
the immense market for coal ‘out-
side the country. particularly now
that the reopening of the Suez has

restored some of our freight ad-

| vantage. The price. of our coal is

“as the confidence of superiors and |

commander is entitled to shed the |
blood of his enemy as-well ‘ag of |

about three times higher than what
it wag before the coal mines were
nationalized but it is still less than
half -of the international price. 7
- You might be wondering why T
have made no reference to invest-
ment in petroleum.
ment is of course . necessary and
desirable—upto 2 point—but, ra=
ther ‘than join the general chorus
‘on this issuer I wmﬁd like to em-
phasise “that petroleum is less im-
{)r;u-tant than water. Petroleum can
e imported at a price while water
has to be harnessed and utilised

at home for the benefit of millions |

of people—for — domestic use, for

| -agricultural productivity and em-
ployment, and for ‘in ustrial pur-

poses. Water -makes: a larger con-

tribution to  human- weltare ~and

employment than any other natural -

résource. The main solution to the
problem of unemployment is agri-
culture, in fact, lies in increasing
the availability of water on a-sci
entific  basis for  enlarging th
dernand for labour.

The second  field of  investmen!
is the  transformation of mattel
through industry and . services. i
have already referred to electrieity
construction  -and - railways- Te
these, I would gdd, roads commu-
nicatmns and - municipal . facilities.
All of us know that roads are use
ful, but when Government impos-
éd a ban on ~ freshv construction

activity in- November 1973 and
thereby deprived severai lakhs of
persons - . belonging to what are

described as the weaker ~sections |

of . their present or potential jobas
there was hardly any protest. Con-
trast this - with the oulery you
witness ‘'as sgon’ as a mismanaged
ot -unmanaged - industrial
threatened with closure

the lifting of-the ban
there is some: revi
tion-ac-yily - but, again,
practical
ning, it ig
s Roads are a

north-eastern regions.
~ Communication, 1s
understood - term. - §

© people have visidns - of
“telephon
~humuries.

“ should be an
which can -

the -normal flood seasons. Conven- -
tional Hood - control. we “all know,

Id resulis ‘and even:

thanks to
silting up of dmns and river heds.i

1 more of ‘rabi’ culti-|

our greatest:

Such invest- |

=23

unif is
and a few
thousand industrial workers are in |
danger of - losing - their jobs.- Sinee
last yeat.
val of construc- |
in the |-
absence of torward plan-
far from a boom phase:
great necessity, , parti=
ularly, in the cen'ral. eastern and

a sadly mis-
omehow when
ome talks of communication, some
: \ ~ radio® and
es and aerodromes  being
“For. one :thing, the tele=

—evmmunication industry 7 highly
Jabour-intensive. For another, qu_;'_ci
- ‘communication is 'g:sserjtial-_-fo;. con=
“vgying ‘ot ideas, for enlarging the
“size of- the market, as also for im-_
~ proving the - efficiency of - inforina-.
~tion and control systems “required
“for administration and  business..

3

i

“criteria of

~performance  do not
apﬁl!. costs can easily get out of
hand and become a national “bur-
den.’ Second, the moment ‘one_gets

away from general purpose educa-

| tion, the abjectives and * mecha<

L

Since direction and decision-mak- |

ing are bound to be more or - less
centralized, diffusion of  economic
activity can be promated  only if
the communication system is good
'and efficient. The construction of
airstrips is not a lugury where the
“terrain is diffieclt or R\e distances
are long. If you want diffusion of
economic activity, if you want the
“clite to trave] ~ more and be in
~closer touch with- the people, and
to make quicker and more ‘sound
|~ decisions, it is imperative that exe=
| cutives should be. . able to travel
| -and’ communicate quickly between
1‘ their headquarters and present or
potential units of  production. Just
hecause some of these facilities
are at times misused for private ot
partisan purposes is not a sufficient
argument for. not- developing themn
cansciously as an integral part o
a comprehensive investment - sys-
tem. 3 . :

Our municipal facilities, whether
in towns or villages. are sadly
neglected and = are, in  generas

characterised by lack of local initi
ative, local conscionsness and local
management. t is quite easy to
create municipal Jocal bodies and
even gpend funds in their behalf.
What 1-am pleading for is not just
Narger investment “in- water supply

sewage, town - planning, - foads,
lihraries. etce==all of which are im-
portani—but for greatey . - positive

Tocal consciousness of the need for
such facilities “and their efficient
management. Our local bodies are
tnown for. their inaction and petty
intrigue, rather than their pertorm-
ance. ‘Giving. them more money or
temporary administrators is réally
no sohition. We need an organized
effort’ to improve municipal bure-
aucracies -as well as* public consei-
ousness about what ~ they should
expect from their loca] bodies.
taiher than from a relatively- dis-
tant and  top-heavy - government
The overhead- costs of infra-strue-
ture like power. roads, transport
education and cultural  activities
could bhe greatly reduced if they
were managed -Jocally in compact
organisations ~ rather than left to
leviathans - spread over a whole
State or country.

Third, and to my  mind. most
important, is the  investment in
manpower and - human, - resources,
more gpecifically ‘in - training and
in bureaucracies of different shad-
es. - Trainers and bureaucrats are
supposed to enjoy 1ouch prestige,
but actually they are much devalu-
sed. ‘When' many ‘years ago 1 ‘an-
nounced. to- my- friends ‘that I in-
tended to become a teacher, they
doubted my’ sanity while recogniz-
ing that education was a noble
‘profession. Similarly, while bureau-

whether in' administration,
business -or ‘technical :  occupations.
enjoy a.certain degree of suthority,
the buireaucrat has become a.much-
maligned animal, as the Bania was
‘eariier. The Bania is a much eritiz

“ined and much condemned ‘person
hecause he is useful, he is conve-
nient, .and
liarity “with him has bred con-
tempt.  The - bureauerats do ot
have all these qualities - but' since
‘they, too, are -all over the pluce
" now. and do perform some useful
| and essential functions, they have
qualified  for public contempt.
Public acclaim ‘and respect are.
|« necessary but.not sutficient gon-
Jition. tor successful investmenl
‘u - human  resources: In. a systems
view of man-power training, it has
‘o be  recognized: first, that ‘in |
| agriculture ‘and traditional crafts.
nost of the skills are acquire by
domestic training and observation
but, increasingly, onc needs pub-
lic organizations (e-£. for-exten-.
“sion, marketing and credit) to im-
prove ! - productivity. . employment
| and income. In this context ‘even
| more than elsewhere, one has:to’
ensure- that the ~ organizations are:
" low-cost, high benetit set-ups in
. public service “organizations of',ﬂ'pjr
* “sort_ where the normal . business

. many excuses.

| vestment in human resources. Em=

nisms of training have to be spelt
out and understood elearly, 50 as
to maximize the return from _in-

ployment needs and prospects .have\
to be projected ” consistent with |
the pace. phasing and - pattern |

of development — recognizing, |
at the same time, that society |
and the institutiona]  framewor

are not wholly amenable to metal-
lurgical treatment. Third, the con-|
cepts of maintenance. depreciation,
replacement ~ and plough-back—
and even inflation  accounting—
are as relevant in respect of man-
E“wer as they are in material or
inancial investment, except that
the concepts are somewhat amor-
Ehous, and the results are intangi-
le but certainly not inyisible.
Investment has to take place in
the people and for the people: also

Lin the elite and for the elite. In

| nized,
| there is great emphasis upon orga=

the armed forces and in well-orga-
well-managed  enterprises,

nizational - loyalty and fellow-feel-
ing; simultaneously, the training or
learning_effort is attuned towards
specific Emrpp.se’.‘s‘ “and - structured.
suitably for various levels of hier-
archy corresponding to. their func~
tions, authority an% responsibility-
I have yet to . -hear of an ‘ammy
which has contemplated  identical
expectations of and ' training pro-

. grammes tor NCO's, captains, colo=.

nels and generals. ~ For war and
business, we are-willing to-be
organized consciously, but when it
comes to the management . of
society and - civilization, we  have
1 ams as I have
stressed earlier, a firm believer’ in

|_socializing the benefits of techno:

logy, and in mass. market, mass

| consumption. mass production and

mass, communication; for achieving
all these. it is essential to 1nvest
specifically, consciously, = organisa-

| tionally, in.the creation dnd deve-

lopment of an elite.

Leadership as represented by an

elite is best organized on a plural
rather thun a . monolithic = basis.
. Why did eonquerors in ancient

- putting their
| tion to use, s0

“defeated kings- and

kirigdons” to?
ask them to!
continué . as - subordinate -rulers? |
The rationale lay in not humiliat-"
ing the  opponents too far but |
talents' and. organisa-
that they would be|
loyal and faithful allies,- not- driv-|
ing them into a comer from where |

times, restore their

' they would rebel at the first oppor-.

he is econgmical; ‘fami- |

| tunity. That was-—subject’ to- eltec-

tive deterrence  and discipline—a
cheaper system of  administration
than imposing the  direct rule of
the congueror. In- our, society, 100
we should ‘seek to transplant and:
hybridise this technique . into the
power structure, so that we have |
hierarchies of -multiple leadership |
at different levels and in different |
areas. Otherwise, you get ‘a system |
{or non-system) in which a Jarge!
number of subservient officials—= |
whether political or administrative |
—wait to carry out - orders “andi
instructions from above; they have|
neither initiative ‘nor are they. ex-|
pected to exercise any initiative.

" One ‘must have centralized -direc=

‘events, initiative was -centra ized

tiom in any’ systedn but there must
be plenty of rooma for decentrahz-
ed initiafive and adaptation. Let us|
not tepeat the performance of the |
defenders of the temple of Som-
nath, -who waited for divine intei-
vention or the auspieious occasion
to put up a fight against the enemy¥
and, therefore, the  temple was|
sacked by - Mahmud = G aznavi
without * 2 battle. In that  historie
in
God or His agents on_earth. "We
should learn to do betfer. -
{CoNCLUDED)

=




	Page 11
	Page 12
	Page 13

