Indian Economy(1950-1990)
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After studying this

chapter, the learners will

e come to know the goals
of India’s five year
plans

e know about the
development policies in
different sectors such
as agriculture and
industry from 1950-
1990

e learn to think about the
merits and limitations
of a regulated economy.
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Indian Economy(1950-1990)
A ® FqISAT &1 §&F 3294....

The central objective of
Planning in India... is to
initiate a process of
development which will
raise the living
standards and open out
to the people new
opportunities for a
richer and more varied
life. First Five Year Plan
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Introduction

On 15 August 1947, India
woke to a new dawn of
freedom. Finally we were
masters of our own
destiny after some two
hundred years of British
rule; the job of nation
building was now In our
own hands. The leaders
of independent India had
to decide, among other
things, the type of
economic system most
suitable for our nation, a
system which would
promote the welfare of all
rather than a few.
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Introduction

Socialism appealed to STATE{Ald 8% ohl GHISIAR ol
Jawaharlal Nehru the gfaa= gad 3r=a1 «m| fog 4
most. However, he was not f aqd gifaad 99 <t 39 if4
in favour of the kind of & TR e A o Sared o
socialism established in gt wrem (B4 sk SREn)

the former Soviet Union .
where all the means of TWHR o @i o 3(diid ol

production, i.e. all the @iy it gufa = et

factories and farms in the
country, were owned by
the government. There
was no private property



Introduction

Nehru, and many other 8% U1 WA 9Rd o 3
leaders and thinkers of 3T a3 3R foael 3 faee
the newly independent Ta-Tads 9Rd & fau {sarg
India, sought an a9l gursire 9 sfaarel s

alter_natlve to tl?e e_xtreme ¥ frot foeey 31 @i &
versions of capitalism and
ARd Teh TH GHISEE] GHIS

socialism. . \

India would be a socialist gim, foad s & T
society with a strong el &k B, fSaeh Sfaria
public sector but also frsit "ufa A cismdsl &1 #t

with private property T T



Introduction

In a market economy, also =R ggaeen ®, 5@

called capitalism, only gSiianst stefegacen it wed =
those consumer goods 351 UM TGS BT IS
will be produced that are atar 3 ey 9 ® O ©)
in demand, i.e., goods gy o ?ﬂ@f seqifeq & <t

that can be sold profitably .
either in the domestic or ¢ = dw o e e

in the foreign markets. ISR H ey &4 S ek




Introduction

In a capitalist society the qSiarsl stefoaaeen o sanfed
goods produced are qEg3l 1 fafa= =afeal o s
distributed among people faeor SR AEIIH AT

not on the basis of what FTAR & Y1l SRSy fa

peo_ple need but _on the <9 SUR R g & e safwE
basis of Purchasing . 3 2k 3
Power—the ability to buy b1 heA-&HAT Toha T
goods and services. aegelt SR Harel il g &l

&THAT TEq ¢ |



Introduction

In a socialist society the
government decides what

goods are to be produced in

accordance with the needs
of society. It is assumed
that the government knows
what is good for the people
of the country and so the
desires of individual
consumers are not given
much importance. The
government decides how
goods are to be produced
and how they should be
distributed.
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fh agent o1 I qun faawon
fog g&R foar Sg




Introduction

Mixed economies, i.e. the
government and the
market together answer
the three questions of
what to produce, how to
produce and how to
distribute what is
produced. In a mixed
economy, the market will
provide whatever goods
and services it can
produce well, and the
government will provide
essential goods and
services which the market
fails to do.

HR T IR Th 91 34
diFt g9 o SO =24 @ o @
3ceA fhdn S LU fhd YK
3R & adT feg gR faa
fean S fafya stefcaazensi «
SR 381 a&gett 3R darett i
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3 3ME¥as a&gel 3R ddet
%l gad wdl 28, o2 TR
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Introduction

In India plans were of five IRd | IS¢ 919 oS <kl
years duration and were srafy &1 aidt oft ok =4
called five year plans (we Yagsia ASE Sal ST o
:)orrowesd t!'n:; lfjro_m the (e =Tl T FrEteE A
ormr Sovet Uniorh o 4 et 4
called ‘perspective plan’. ol e ot) W [AsEIAs A
The five year plans were %l TRYEATHS ASH Fed €
supposed to provide the qaasitg ISR g

basis for the perspective IRgeAreder JeARsl o fau
plan. MR YT &I+ b1 3TYET bl

Sl 2|



THE GOALS OF FIVE YEAR PLANS

The goals of the five year qJaautd Iieel o |8 o
plans were: growth, qdfg, 3fThichiul,
mOdernisation, self- IR IGR RG] 3:ﬁ-{ U
:Ieliancetand eq::t): Tll:itsh sqaT o1 uE e &
oes not mean that a e ﬁ 1 q o wea @

plans have given equal
iImportance to all these
goals

Tsh 9HH He<d fedr T e



Introduction

The ‘Industrial Policy enfirn ifa g, 1948 den
Resolution’ of 1948 and the gdg gfayud o ifa Ay
Directive Principles of the fagial &1 W I& ghemio 2
Indian Constitution % 1950 § guEESH
reflected this outlook. In sremeral | FiSET S @

1950, the Planning .
Commission was set up T 1 g1 36 JhR adasld

with the Prime Minister as AT oh I T AU g3

its Chairperson. The era of
five year plans had begun.



THE GOALS OF FIVE YEAR PLANS

Growth: It refers to gafg: gt 1ef @ 29 o
increase in the country’s ?:R-_glaﬁ 3 Garel &1 IAEA
capacity to produce the &Tal § gfg| 391 ITau™
output of goods and SIS USil oh Ifus WeR &
services W|_th|n_the _ qfae, SfET onft GErS

country. It implies either a . .
larger stock of productive darett &1 faear a1 ScaReE S

capital, or a larger size of aen ot @l &l ® gig 9

supporting services like 2
transport and banking, or

an increase in the

efficiency of productive

capital and services.




Mahalanobis: the Architect of Indian Planning
3TH gifegsnifag Ienda—=<
HeTa-ifag &1 M Ied@a =l

IISHT hl M st qHEH |
fedi agaeta aisHT @ 9YRY

The name of the
statistician, Prasanta
Chandra Mahalanobis,
Planning, in the real
sense of the term, began
with the Second Five Year
Plan. The Second Plan, a
landmark contribution to
development planning in
general, laid down the
basic ideas regarding
goals of Indian planning;
this plan was based on
the ideas of Mahalanobis.
In that sense, he can be
regarded as the architect
of Indian planning.

g3 399 AR ASH1 oh
a3l 9§ gdfua smufis faar
f@ @ 2 I8 g weleifay
o faari W smunfia ot s9
ad #, 3= ARG S &l
fraiar =T ST g 2




Mahalanobis: the Architect of Indian Planning
HeTleA ey 1 59 1893 ®

Mahalanobis was born In
1893 in Calcutta. He was
educated at the
Presidency College in
Calcutta and at
Cambridge University in
England.

holhdl (hicTehidl) H g2
o1l 3kl Trem dESdl Shicis
heahdl (hicThidal) U1 ol
Aftafde, s & gl




Mahalanobis: the Architect of Indian Planning
AT bl 579 1893 H

Mahalanobis was born in
1893 in Calcutta. He was
educated at the
Presidency College in
Calcutta and at Cambridge
University in England. In
1945 he was made a
Fellow (member) of
Britain’s Royal Society, one
of the most prestigious
organisations of scientists;
only the most outstanding
scientists are made
members of this Society.

hehdl (hiciehrdr) ® 3T AT
gl forenm dH@Sdl sic
helshdl (hicTehldal) da1 dId
gfqafdd), sde 7 g3 1945 o
3= foed =t ush QR &l
Gl (HSH) SHET =1 98
ARl 1 Tk Haifes gfafssa
13 ?; fode1 9<& shad
3HS AR bl &1 S S
2\




Mahalanobis: the Architect of Indian Planning

Mahalanobis established
the Indian Statistical
Institute (ISI) in Calcutta
and started a journal,
Sankhya, which still
serves as a respected
forum for statisticians to
discuss their ideas.

AT ag 3 shiciehldl § HRAA
qIiegsl g (3118, TH. 3113 )

T bt a1 '9req’ Als Tah
SHa fetan, St ST ot
qifegeifagl o ford 9eemw
faar-famet & fod s ufaftsd
o o1 83 2




Mahalanobis: the Architect of Indian Planning

fgda g9asta aeqT & SR
HeIaHIaY 4 9Rd oh A
fa o fau vra qen fasam
g yfafssa erefenfoa =t

During the second plan period,
Mahalanobis invited many
distinguished economists from
India and abroad to advise him
on India’s economic
development. Many economists
today reject the approach to
planning formulated by
Mahalanobis but he will always
be remembered for playing a
vital role in putting India on the
road to economic progress, and
statisticians continue to profit
from his contribution to
statistical theory

AWM fRa S &1 9o
AN 3 AWM AR fad
oh el Gagt gftehivn i
IR HId 81 W HRA hl
A qfd o 99 T AU
% H IRl "YUl HHRT
o fod 3= 939 Tt faan
SIRAM "ifeashifag ety
fagia o 399 AIgE | W
33 W




The Service Sector

The share of agriculture declines
and the share of industry becomes
dominant. At higher levels of
development, the service sector
contributes more to the GDP than
the other two sectors. In India, the
share of agriculture in the GDP was
more than 50 per cent—as we
would expect for a poor country. But
by 1990 the share of the service
sector was 40.59 per cent, more
than that of agriculture or industry,
like what we find in developed
nations. This phenomenon of
growing share of the service sector
was accelerated in the post 1991
period (this marked the onset of
globalisation in the country

Uehol ®{Q] S | HiY 1 AW HA
BT & AR SN &1 Y YU gl
2| faam@ & I=ad W W 9§49
SL.ELYl. d 94t &1 AYRE 3T
A &steRl @ 3iferes 81 ST @1 |IRd
o, Stor & & 79 3 7 Sr9en @l
Sl @, .4t ® sfe &1 319 50
gfasra €@ stfus om fohq, 1990 o
a1 &A% H1 33 d&HhL 40.59 Ffaed
8 T™- g8 Y aon 3T S 4 €
fad om Tdl feufa at urm: fasfad
et # & 9l St 21 1991 o 9%
%I 3@ty § af 941 &k H AW Hl
Tafs =1 98 ygfa i 9 7| sud
2 | AYAIHIOT T YRY g3




The Service Sector

The GDP is the market
value of all the goods and
services produced In the
country during a year The
GDP of a country is derived
from the different sectors
of the economy, namely the
agricultural sector, the
industrial sector and the
service sector. The
contribution made by each
of these sectors makes up
the structural composition
of the economy.

S.EL.9. Ush oo ! rafy o
29 A U GHT a&ge R
4131l oh IURA 1 IR A

gial 21 3T &1 Uhel *Re] SR
29 &l Srefoaaxen o fafa—=
&5l @ g gl 21 3 &5
2— SV &5, uifien &isen
3R 9T & | 37 &sThl oh
IEE 9 & Srefcyaren &1 =l
IR g =)




The Service Sector

Modernisation: To increase 3N shihur: axgstt iR daret

the production of goods and =1 S@EH TeM o fau IcuEe!
services the producers have & 5 gieifirst errt Tedt &)
to adopt new technology. 7 deifie w5 et @

Adoption of new technology sefRTRTer 31 smyfTRTR

iIs called modernisation. X A
modernisation does not Fad A AEifEt o gET a9

refer only to the use of new difa &t 2, afew o1 329

technology but also to s gfteshion & aftads o
changes in social outlook i 8, 4 g8 WieR w0 R
such as the recognition that gfgaet o1 sfuaeR ot qEH oh
women should have the TE g aifeu snyfe gHe
same rights as men. A 9 =% graen &1 s 9

modern society makes use e Y&, FrREr, faeaeE

of the talents of women iIn
the work place — in banks, IS T o g fhar S <)

factories, schools etc.



The Service Sector

Self-reliance: A nation can
promote economic growth

and modernisation by using

its own resources or by
using resources imported
from other nations. The
first seven five year plans
gave importance to self-
reliance which means
avoiding imports of those
goods which could be
produced in India itself.
This policy was considered
a necessity in order to
reduce our dependence on
foreign countries,
especially for food.

THTTHAT: Hig TS
smyfrmis 3t sufels wafg,
3T YT I Ul d
Tfad WaIeEl o YA @ g
Y Hehdl 2l THRI YoM 9
qaauig Jieel | St
&l g far =, gt a1y
2 f& 39 9 & oA @ w4
e, Tt 391 ° &1 SR
99 o1l 39 Hifa &t, fagioss
e o fau 3= 33 W
fAdar =9 &+ o fau
TS U TN




The Service Sector

It was feared that I8 MYl T ot T 3tATfad
dependence on imported wren—, fassit denfie) ik
food supplies, foreign gsit @ frsfear fedt = foreht
technology and foreign w9 H TOR 29 %) AR A
capital may make India’s e e

sovereignty vulnerable to
foreign interference In
our policies.

YHdr | o1 ST Wehdl ot



The Service Sector

Equity: Now growth,
modernisation and self-
reliance, by themselves, may
not improve the kind of life
which people are living. A
country can have high growth,
the most modern technology
developed in the country
itself, and also have most of
its people living in poverty.
growth, modernisation and
self-reliance, equity is also
important. Every Indian should
be able to meet his or her
basic needs such as food, a
decent house, education and
health care and inequality In
the distribution of wealth
should be reduced.

UEAl: shdal Gafg, MEfThihu
M srcufasiar & gru €

S o Sitad # gur q8l 31
gahall fedl 391 # 3I=9 9g9fg
AR fomfad syl derf
&1 TFT 81 ok 9% W STfuemty
o e 8 wd 21 g9l
anyfreptenur M At s{ar o
qY-Y GHEAT Ht Aewequl @
Tl ARG il dieH, 3Tl
eIVd EThdr3tt sl U
A A guel g =Ry SR uE
gufq & faawor =t @uEae i
%4 - =rfeu




The Service Sector

First seven five year 1950 € 1990 deh &l a4y o
plans, covering the AN %l T3 999 9d 9daasid
period 1950-1990, Jierett 34 fha 9BR 39 =R

attempted to attain these el &) Wi & garw fu

four g_oals and the extent ao HfW, e s SR 9
to which they succeeded : : :
q3d | F YA &el d% Uhdl

in doing so, with
reference to agriculture, ©|
industry and trade.




LAND CEILING

Land reforms and I-GURl q¢1 Svd ISER arelt
promoting the use of few b 4S9 TN 81
‘High Yielding Variety’ AR SN § e wifa &I
(HYV) seeds which IR TRl H-GUR: Al

ushered in a revolution in qif & aug 29 - ROy

Indian agriculture. N
Land Reforms: At the Tfa § SHiqR-SFiRER af|

time of independence, 1 T TN
the land tenure system

was characterised by

intermediaries variously

called zamindars,

jagirdars etc.)




LAND CEILING

Was another policy to 3L3THS GHMAl &t 96 o fad
promote equity in the i st Afasran diar fgite
agricultural sector. This T qEQ Aifa ot et e 2-
means fixing the fordt safea w1 S wfh %
maximum size of land ey & a7 o7 N

which could be owned by
an individual. The fraitor wom sw fifq #5133

purpose of land ceiling T A A -
was to reduce the HAgUl hl HH HET oA

concentration of land
ownership in a few
hands.




LAND CEILING

The abolition of feeiferal’ & S &1 dien 4%
intermediaries meant that o f& &9 200 <@ HTIaRU
some 200 lakh tenants T TSR 4 @Y 99 & T
came into direct contact e a sHer & & fRd ST @
with the government - vitwor @ g @ U -

they were thus freed from
being exploited by the

g 3= SdRd ° gfg & fou

zamindars. The gicared faem 399 &fy ST o
ownership conferred on gfs &3| forg fa=ifert & S=qem
tenants gave them the % Ml <& i Ui I
incentive to incrase out T8l 8 urs| ST S &1
put and this contributed A1 ISTHL TS ’F“Ff SHter 2
to growth In agriculture. %9 a5 ¥ wgd 929 e

U 3{YAT Wi 99T @)



LAND CEILING

The poorest of the Fuhl Dl A &1 WA
agricultural labourers faeq o 9kt fgqaa afy
(such as sharecroppers gfiepl (S SR au

and landless labourers) qfade afre) & gfr-gar

did not benefit from land
reforms.

9 iz a9 &l g3l



LAND CEILING

The legislation also had a A ° Wt e HiHAT o,
lot of loopholes which ook g0 9 SHIS™ A T
were exploited by the big W SAfYFHR 99T TR o fau

landholders to retain their T IS I 3R qfoam
land. Land reforms were : o . -
M Sl UhR i

successful in kerala and
west Bengal because foam &t wfw 7 =+t -ifa &

these states had gfd yfdeg off, 36l &I 3

governments committed gidl d H-YUR k%A &l
to the policy of land to the fasiy gwaar et
tiller.




The Green Revolution

At independence, about 75  @WadAdl & GHA ]I H1 75
percent of the country’s gfaera SHaea sy 9 rfyd

population was dependent oft| 39 &5k A IURHAT a8
on agriculture. Productivity & w0 oft, e W
in the agricultural sector N Eh_[ N

was very low because of . .

the use of old technology o1 R ST Fepar a’_' Rl
and the absence of M 9T &l i fdra
required infrastructure for SHIT AT|

the vast majority of farmer.



The Green Revolution

The stagnation in I8 gfawn oo & fear o
agriculture during the qrg ot siufafes 1 &
colonial rule was ofy TRy sfa wifa 9 el

permanently broken by

_ Y 9 9O 8 T
the green revolution.



The Green Revolution

The large increase in TgH] gl 3= UeER arell
production of food grains feeat o «tst (HYV) o

resulting from the use of 7T @ ®, fasiees g qe
high yielding variety (HYV) e 3T ¥ gfg @
seeds especially for

wheat and rice.




The Green Revolution

The farmers who could et 1 ifus A<ER aren
benefit from HYV seeds feoi 9@ o9 33 9
required reliable faar =t fa=ar =+
irrigation facilities as freargita gfaenet sk
well as the financial st qen Y anife

resources to purchase
fertiliser and pesticide.

&t TSR o fau fa<dia
YAl it SATavdAhdl il



The Green Revolution

First phase of the green a1d: s wifd oh gga =
revolution (approximately H (SFT9T 1960 oh <ITh oh
mid 1960s upto mid e 4 1970 ah <ITh 3 HYY
1970s), the use of HYV TF) HYV st &1 92
seeds was restricted to . srggRe &k qn .
the more affluent states - .

e arfue Tyg TsAl dw &

such as Punjab. Andhra
Pradesh and Tamil Nadu. Hifra @1l



The Green Revolution

In the second phase of
the green revolution (mid-
1970s to mid -1980s). The
HYV technology spread to
a larger number of states
and benefited more
variety of crops. The
spread of green revolution
technology enabled India
to achieve self-sufficiency
in food grains: We no
longer had to be at the
mercy of America, or any
other nation for meeting
our nation’s food
requirements.

gRa shifa o fgdia = (1970
o TIMH ok 929 9§ 1980 oh
<9 o A deh) H HYV &=
%1 GIEnfitnt o1 faer %3 A
d% g1 3R 3 HEAl hl od
g3l 39 Y&hR, d shild
gieinfirehl & 99R 9 ¥R 6l
QM 3AET H ATHAEEn
Tl g3l 39 HRA YA G
qaeig AEeghdistl i qfd oh
fau smfent o fodt 3= 3w
&1 91 W 9T 87 o




The Green Revolution

The portion of agricultural 3If f&4M 9=R ¥ d=4 &1 =

produce which is sold in 39 IR i1 SR AR @ 8l
the market by the farmers gy &Y, qt sifus 3@ @
iIs called marketed SefaEe | e THATHT FIE Hh
surplus. A good T TS <wd AR, AR feam

proportion of the rice and

wheat produced during T&"Cq A= | ST SIS SR |
the green revolution 49 Heh, df ATy IR
period (available as fafv=a €1 sreisgaten X 9vE ue
marketed surplus) was ghdl 21 fREMl g1 SAURA &l
sold by the farmers in the &R 8§ d=1 1@ 37191 & ‘fauforg
market fues’ wedm 21 s wifa &

¥ feam A g iR 9mEd &
faflad IR T 3T=ST WAl HIT
IR ° 99 @ A




The Green Revolution

The green revolution d Hifd oh SR GHR
enabled the government TIied @R 9T ] gRfEa
to procure sufficient @ih 99 9H N4 @ 1)
amount of food grains to I & TOT AT BHAT S

build a stock which
could be used in times
of food shortage.

Hehdl ATl



The Green Revolution

The government provided WHR 74 9 =N X W B
loans at a low interest rate fearl =t w9 @ 3R

to small farmers and Sdtat 9 onfefew gerar <,
subsidised fertilisers so aifs =12 fraE & 3

that small farmers could RN
also have access to the

needed inputs. Since the B2 feamt =i, & ST h
small farmers could obtain gifid @ B2 @l &t 3uS 3R

the required inputs, the SCAShdl Hl THT o Wiy =9
output on small farms @dl &l UgER oh aU« 8l
equalled the output on T

large farms in the course
of time.



The Debate Over Subsidies

The economic justification
of subsidies in agriculture
Is, at present, a hotly
debated question. It is
generally agreed that it
was hecessary to use
subsidies to provide an
incentive for adoption of
the new HYV technology
by farmers in general and
small farmers in particular

3SThel W &S il &l 51 Wl
A gerfdeht bl 3T
Mo Toh THI-TRH 989
el &9 791 81 39 99 @ at
gyt geqa € o feamt g
3R = B fRamt g
fosiy ®9 @ 7 HYV dteifienl
&t U o foaw gicared 9
H Bq FBIfIehl Y I
AT i




The Green Revolution

Subsidies are meant to JEfy GeTaer! &1 <39 i
benefit the farmers but a feamt =t @y WA €,
substantial amount of fehd SAth-TeITIeh! 1 o9
fertiliser subsidy also TSt O ® U Sk ST

benefits the fertiliser
industry; and among
farmers, the subsidy
largely benefits the
farmers in the more
prosperous regions.

aen it wYg & oh
frarl &l g 9g=ar =)




The Green Revolution

On the other hand, some a0 R H® favivsl &1 "a
believe that the 2 f& SR & Hiv-geiaet
government should S wat =9ifen, FAfE ara
continue with agricultural % iy wh wga @ wifen 9

subsidies because
farming in India continues
to be a risky business.

a9 2|



The Green Revolution

Eliminating subsidies will eI 9qT<d & 9 T
increase the inequality 3R o feam o €9
between rich and poor ST 31K ST 9o 9ol
farmers and violate the * qLT T sm:w -

goal of equity.



The Green Revolution

1960s, Indian agricultural 1960 o <ITh o 3Id d
productivity had increased 33 # i IURHar &l gfs
sufficiently to enable the O 9 @Er=t ¥ ey
country to be self- 2 T

sufficient in food grains.



The Green Revolution

Some 65 per cent of the §9%h AAS[R, ThRIHS Uae]
country’s population J8 Wi 2 % 1990 d% +
continued to be 297 1 65 Ufa9Id SEEA
employed in agriculture i A it ot

even as late as 1990.



The Green Revolution

The proportion of GDP
contributed by
agriculture as well as
the proportion of
population working in
the sector declines
considerably. In India,
between 1950 and 1990,
the proportion of GDP
contributed by
agriculture declined
significantly but not the
population depending on
it (67.5 per cent in 1950
to 64.9 per cent by
1990)

Hf o AEE A IR I W
R sS99I st
ATt 21 9 ® 1950—90 <1
Aqafy o =iy SH.Sid. o
$f o IS A af w9
& e °, W i W ek
SHEEAT oh U ® & (S
1950 & 67.50 ufaera eft 3R
1990 dh ®EhI 64.90 Yfasrd

g 8 i)




Industry And Trade

Economists have found refgnferat & war urn © f
that poor nations can frefq gee asft gnifa ¢ 9 @
progress only if they have 9 379 =3 oMenfiren &5
a good industrial sector. 2 T U R SYesy
Industry provides 03 ¥ ik T2 F § TR

employment which is

more stable than the ®1 e ifuss wrht gk 2
employment in m WW 3:ﬁ_{ HHY
agriculture; it promotes qqfs &l derar fiaerdn 2

modernisation and overall
prosperity.



Industry And Trade

The variety of industries IfYRTI I Yl 9, Y28
was very narrow — anfg e & "Wifga o SRy
largely confined to 3 Ficthmar A el 9 S
cotton textiles and jute. 1 gustug ®T o) afk

There were two
: AAITEAT h1 faehtd HTAT oI,
wellmanaged iron and

steel firms — one in al &4 wd Sitefiteh STUR w1
Jamshedpur and the foed 3 &1 Srravashar o

other in Kolkata — but, fom fafay ysr o 3= &

obviously, we needed to
expand the industrial
base with a variety of
iIndustries If the
economy was to grow.



Public And Private Sectors In Indian

Industrial Development

The role of the
government and the
private sector in industrial
development? At the time
of independence, Indian
industrialists did not have
the capital to undertake
investment in industrial
ventures required for the
development of Indian
economy; nor was the
market big enough to
encourage industrialists to
undertake major projects
even if they had the
capital to do so.

enfies fapm 4 TR 3R
fsit &5reh i o it gt
Iifeu? TWasdr I o 99
IRAd o SUUUfadl o 99 AR
FUFaE oh foehtd Bg STl o
fRw +1 & fau snifea g
Tel off| Waaar 9t o 999
AT 91 a=R Ht &1 o, foad
SEhafaa’ &t g 9fEsEe I
H{ oh fau yrearsd faean =ity
3% 9 THT HE o fau ¢S
ot off




Public And Private Sectors In Indian

Industrial Development

Indian economy on socialist AT AAFTEAT il JHSES
lines led to the policy of the & Y W W wH o fau
government controlling the fedig g9aufa IisT ° 9 fuig
commanding heights of the forar = foF g s1efeuawen o
economy, as the Second Five g2 den 9 S T FrEs
Year plan put it. This meant Eb_ijﬁl sg1 el 98 on fb

that the government would TER 39 AW W @ R
have complete control of i st sted ¥ o

those industries that were '
vital for the economy. The werqul & frsft &b &1 i

policies of the private sector SIEEIRED ‘93'7’5 &t Htfaal i
would have to be IR BT AR GrAwh &iFTh

complimentary to those of SUMIICIECIRER IR

the public sector, with the
public sector leading the
way



Public And Private Sectors In Indian

Industrial Development

a0 3T W 9390 w@H o
&R & d8d & 3UR
tenfits Hifa 9=, 1956 i
AR fodAT ™ 39 TG &l
fedta ygasla FisAT &1 3MUR
T @ fgdig Jsen ° g

In accordance with the
goal of the state
controlling the
commanding heights of the
economy, the Industrial
Policy Resolution of 1956
was adopted. This
resolution formed the
basis of the Second Five
Year Plan, the plan which
tried to build the basis for
a socialist pattern of
society

U o gUISERT W89 6l
YR IR hE BT 9919 foha
p|




Industrial Policy Resolution 1956 (IPR 1956)

Industries into three
categories. The first category
comprised industries which
would be exclusively owned by
the government; the second
category consisted of
iIndustries in which the private
sector could supplement the
efforts of the public sector,
with the government taking the
sole responsibility for starting
new units; the third category
consisted of the remaining
industries which were to be in
the private sector.

3TN &l 9 O ° Fifed
forar T Yo o # 9 I
wfaa o, f99 W G&R &l
I Wil oAl S 9
d 3= wnfae &, foeeh fau

ECIRECEIEEIRE IR EE R L

1Y fad 1 999 Y 9ahd o,
g S 3 ShsAl &l I

H{d 1 ThHA o
&t sidll dR o7 o

EEURS
9 I

wfaa o, st st &5 <h

Adid A o



Industrial Policy Resolution 1956 (IPR 1956)
gq fifa =1 g fuse &= o9

This policy was used for
promoting industry in
backward regions; it was
easier to obtain a license if
the industrial unit was
established in an
economically backward area

ST &l Yicdifed A o faQ
fear m@m afs =i ety

&Y ¥ fuse &=t o @ T,
dl dREd 9T AT ST 9T



Industrial Policy Resolution 1956 (IPR 1956)

The purpose of this 39 Sifd 1 32T &
policy was to promote AT I SGET AT o

regional equality



Industrial Policy Resolution 1956 (IPR 1956)

What the economy ghehl Y g8 giHfv=a
required. License to &1 o1 foh Ianfsa axgsn
expand production was %1 AT AT g
given only if the rufera A § Stfys |
government was gl ITURA dgH HT ABHY
convinced that the hae adt fear Sar o, S«
economy required a larger TR 39 oG @ SNees
quantity of goods. 2t oft fF srefogacen §

qSt " ° gt &l
ETghal B



Small-scale Industry

In 1955, the Village and 1955 ® MM T @Y AN
Small-Scale Industries gfafa, o9 =d gfafa ot
Committee, also called el Sl o1, 39 91 i
the Karve Committee, 9941 X faar foar fa
noted the possibility of T faem™ @l qicaifed @
using small-scale & fau o9 S @1 &
industries for promoting femen STU) oS SE
rural development. A qfesrt fre T
‘small-scale industry’ is afafel & fou i sn
defined with reference to S S ST

the maximum investment
allowed on the assets of a
unit.

ged ® & St 2



Small-scale Industry

It is believed that smali- Tl HET Sr o7 fob e 3=
scale industries are more afus TH-9u T % g 3
‘labour intensive’ i.e., they o )

’ 9 UHM oh SN I STH& o

use more labour than the
large-scale industries and, T ¥a7 21faer fhan smar @1 3m:

therefore, generate more 9 I UGS i SER W e

employment




Small-scale Industry

They were also given 3= 3 fEmd «@t < 1.

concessions such as lower off I FY IR I[eh
excise duty and bank loans at ' :
el &H IS U W

lower interest rates. .
-l



Trade Policy: Import Substitution

The industrial policy that India
adopted was closely related to
the trade policy. In the first
seven plans, trade was
characterised by what is
commonly called an inward
looking trade strategy.
Technically, this strategy is
called import substitution.




Trade Policy: Import Substitution

39 Hifd & IUR, WHR
4 fageil gfaeusi €@ =’
TN bt T Hil A
& & T YHR o
YY[eeh 3T i

In this policy the government
protected the domestic
industries from foreign
competition. Protection from
imports took two forms: tariffs
and quotas.



Trade Policy: Import Substitution

Tariffs are a tax on imported qYlesh, AT &3l W

goods; they make imported ST T 3 %I NGED

goods more expensive and < o

discourage their use. M T AT TEY
I3 & YA &t




Trade Policy: Import Substitution

The policy of protection
was based on the notion
that industries of
developing countries were
not in a position to
compete against the
goods produced by more
developed economies.

GI&T0T <ht HIfd 39 YR WX
myfia o1 fo fasmsia
29N oh IE Sifeer faenfad

3o gRI 3cdIfea aegett 9

yfawgai & &1 fRafa #@
T8l ol



Effect Of Policies On Industrial

The achievements of
India’s industrial sector
during the first seven
plans are impressive
indeed. The proportion of
GDP contributed by the
industrial sector
increased in the period
from 13 per cent in 1950-
51 to 24.6 per cent in
1990-91.

qIH 9 9dasid Al
% IHE 9Rd & SNt

&|>|ch i IYTTSHAT &
SeaEHg @ 2 Sitenfin
g3 g 95d SiLSLUT. &I
39 1950-51 ® 13 gfasa
g dgh< 1990-91 H 24.6
yfasa 8t & €. 9
AT § fewis@ A «giadt
fahT &1 T wEcaqui ga&
2\




Effect Of Policies On Industrial

No longer was Indian
industry restricted largely
to cotton textiles and jute;
in fact, the industrial
sector became well
diversified by 1990,
largely due to the public
sector

Gﬁwlnﬁﬂ@ﬂam e aiR
U gt 9% 3R §¢ d&
B REIACESCES
NN &F 1990 dF
331 a¥e 9 fafay g
A IR R Ardei—e &F
& PRI



Effect Of Policies On Industrial

Protection from foreign
competition enabled the
development of
indigenous industries in
the areas of electronics
and automobile sectors
which otherwise could not
have developed.



Effect Of Policies On Industrial

The point is that after four
decades of Planned
development of Indian
Economy no distinction
was made between (i)
what the public sector
alone can do and (ii) what
the private sector can also
do.

T& 99 98 ¢ & aRdE
AfaEer &t Ao faswfaa

3

H{H oh dR IS o8 H 3
<Ml o dI9 &His 3Tal &l
fear T b () had
qrasitich & F1 h{ Gahdl
g 3k (@) fasit &z o

T HT Ghdl 272




Effect Of Policies On Industrial

Many public sector firms
incurred huge losses but
continued to function
because it is difficult to
close a government
undertaking evenifitis a
drain on the nation’s limited
resources. This does not
mean that private firms are
always profitable (indeed,
quite a few of the public
sector firms were originally
private firms which were on
the verge of closure due to
losses; they were then
nationalised to protect the
jobs of the workers).

Mh GESeh & i BHl

4 9t THUE I3[ A, odfhd
37 ®M I W@ HJAifdw
fadl G Rl 3UHT &l 9%
frar ST ®feq @1 9a &
g9%h RUl U= o Gifq
et &1 ™ siar ®l
zqah1 31 g Tt @ fo fasi
&l &l Gg o9 Eiar &1 8l
(ara § &9 grEsds &ah
g1 o HRUT 95 B4 &t i)
3h 91 HAMRI HI AtwiEt
%1 G oh fau 391
TR0 HY A1 147




Effect Of Policies On Industrial

The excessive regulation of
what came to be called the
permit license raj prevented
certain firms from becoming
more efficient.

dfess AT gfaeafeial il A
o fou amsdy g X ddd 2
Wiie 89 U oh 3
T o SR He wH
HTEHI Tl &1 3|




Effect Of Policies On Industrial

faseil gfaogyui 9@ 9&oT =l
AT ¥ 39 3R W i

The protection from foreign
competition was also being
criticised on the ground that
it continued even after it
proved to do more harm
than good. Due to
restrictions on imports, the
Indian consumers had to
purchase whatever the
Indian producers produced.

ST @ @ for g Su feufa &
9% H SR W, 99 I8 9g
g g1 o1 fh 399 o9 oh
M W A 3fys gl
ATl W gfaael o e
ORI SqAtaarett &t 34
TEGA Bl AT ST o,
fSTHohT 3T 9IRGH SIS

& ol




Effect Of Policies On Industrial

A few economists also point
out that the public sector is
not meant for earning
profits but to promote the
welfare of the nation. The
public sector firms, on this
view, should be evaluated
on the basis of the extent to
which they contribute to the
welfare of people and not
on the profits they earn.

9 sredunfert &1 ot 7a @ &

qresIeh &% HT JAeH oA
HAFT &l ®, dfewh U= &
IO ki FG1AT o1 &1 39
gfte @ gref1e &5F *t
GHl 6T Jedih Sl o6
HAT0 o SMER W R S

MUl IThT HAIhT Ieh §NI
HAE T AU oh AR W

T2l foar ST =rfgu|




Effect Of Policies On Industrial

Owing to all these conflicts,
economists called for a
change in our policy. This,
alongwith other problems,
led the government to
introduce a hew economic
policy in 1991.

g1 9Ht faud o R
et 4 g difa o
qiEad i &l e TR
I guEel gfed 39 9uE

& SR GHR 7 1991 # %
fefer ifd YR =1




The progress of the Indian
economy during the first
seven plans was impressive
indeed. Our industries
became far more diversified
compared to the situation at
independence. India
became self- sufficient in
food production thanks to
the green revolution. Land
reforms resulted in abolition
of the hated zamindari
system.

9 9rd 99auidg gieHrel oh
A AR srefegeeen &1
TIfd Se@HT Wi 89R
I WdAdl Y o 99d i
feafa &t qa 9 fafauargui
& T gRa wifa &
TROMEEY qRd ©El 3
H A a1 T qfH
i 1 qfomy I8 gan f&
Ffora SHISRE 921 1 3=l
& T




Excessive government
regulation prevented growth
of entrepreneurship. In the
name of selfreliance, Indian
producers were protected
against foreign competition
and this did not give them
the incentive to improve the
quality of goods that they
produced. Indian policies
were ‘inward oriented’ that
failed to develop a strong
export sector.

A TR 99T & SR
ST 3 a%g 8 TR
ATHAFHA o W W 9RAH
3Rl <hT T80T faeen
yfaegaf @ fear @ AR s9d
3%, ITch gRI IcTiqa axgsnt
%1 oAl § YR HE hl
gon et faeft ardE faar
JFqqe of, 398 Th I
fata e fasfaa &+ &
fara @) d5od gu afvas
Y RS o J9T H I©
o5l Heyqd fwar s @I o1 {4
anfede fifa & gurR & &t
G CEDC




