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HUMAN DEVELOPMENT IN IND

<hown a decline from 1.68 to 1.50, which though not very
sharp. 18 significant in the sense that rural arcas are
receving relatively betier attention (Reter table 1)

However, at the level of the states, sharp
vartations were observed in terms ot urban-rural
dispanty in HDIL If we classify states on the basis of
urban-rural HDE ratio, then StateUTs which show
low rural-urban Jdisparity (1.c. fess than 1 25) ere
Kerala, Goa, Poadicherry, Dethi. Andaman & Nicobar
istands, Manipur and Lakshadwcep. However, states
with medium level urban-rural HDI disparity
(Between 1.25 1o 1.50) are Mizoram, Nagaland,
Punjab, Tamil Nadu, Maharashtra. Haryana. Gujarat,
Karnataka, West Bengal, Andhra Pradesh and Orissa.
In contrast, states with high urban-rural HDI disparity
(1.50 & above) were Himachal Pradesh, Sikkim.
Jammu & Kashmir, Tripura, Mcghalaya, Assam,
Rajasthan, Arunachal Pradesh, Madhya Pradesh,
Uuar Pradesh and Bihar.

4. PROGRESS OF HUMAN
DEVELOPMENT IN
INDIA

The basic purpose of planning in [ndia is to widen
people’s choices and improve the well-being of the
people. In this context. huinan development was the key
issue so that people could lead a long and healthy life,
they could acquire knowledge so as to have better verti-
cal mobility in life and last, bat not the least, to achieve
a decent standard of Living of all. It would be, therefore,
appropriate to examine the progress of human develop-
ment in India.

India has been categorised by the Human
Development Report 200772008 3 a medium human
development country. The Human Development Index
has risen gradually from 0.406 in 1975 10 0.510 in 1990
and stands at 0.619 in 2005. In fact, it can take quite long
for India to cross the mark of 0.8 in HDI to join the rank
of high HDI countrices.

A major impediment to progress in human devel-
opment is the very fast growth of population expericnced
in India. India’s population increased from 620.7 million
in 1975 to 1,027 million in 2001 giving a growth rate of
2.0 per cent per annum during the period (1975-2001).
which is fairly high. It is expected that the growth rate of
population during 2000-2015 will come down to 1.3 per
cent. This would provide a wekome relief to push
forward the process of human development.

Urbanisation is considered to be a factor, which
promotes human development. The share of urban popu-
lation, which was 21.3 per cent in 1975, has reached a
level of 27.8 per ceat in 2001, but by 2015, urban
population would reach the level of 32.2 per vent. In
absolute terms. urban population was 23S milhon 1n

2001 and would reach a tevel of 407 mitlion n 2018, ,
would certainly belp to cnlarge human developme
because it has been observed that urban arcas are beiig
looked after in terms of education and health faciliti
V-

Ancther healthy feature of hikely demography
transiion s the proportion of children or populatid
under age 15, whose proportion stood at 33.7 per cent
2001 but 1s hikely to decline 0 27.7 per cent by 201578
absolute terms, population under age 15 was H8 millig
i 2001 and would get reduced o 345 muthion in 20
This will imply decreasing population pressures f]
below in future which would also help 1n releasiy
resources to improve human development

It would be quite useful to consider facton relale
with the education of the population that are likely;
promote human development. The most impoatant facy¥]
is adult literacy rate, which was 61.0% in 2005.
implies an adult illiteracy rate of 39 per cent. In absoly
terms, 296 million adults were illiterates in 2008,
share of India in the world's illiterate population is 3
per cent. According the Human Development Repl
2001, a total of 854 million persons were illiterate in g&
world in 1999 and nearly one-third of these were
counted for in India. As compared with the total
population, the share of India in world population is oti g
16.6 per cent. In other words, in the total world popuf
tion. India’s share is one-sixth, but among the world
illiterates. her share is one-third. This only underlines
need for strengthening literacy rate still further to redugs
adultilliteracy in India. Although evidence of subst
increase in literacy during the decades of the nincties
become evident, still India has a long way to go. Co
pared to China, which has improved its adult literucy G
t0 90.9 per cent in 2005, India lags behind consid a
at 61 pa cent in this very important arca of hu
development. 1

Another important indicator is the combined
(Primary, Secondary and Tertiary) Enrolment Ral
which was only 61.0 per ceat in 2005 in India. China B
a gross enrolment ratio of 68.7 per cent in 2007. Indi
lagging behind at 61 per cent and has to catch up. not 9
with reference to developed countries, but also ¥
reference 1o some developing countries like China.g

Public expenditure on education as a perceng
GNP is considered as an indicator of state policy tow
promoting education. This proportion remained
changed between 1991 and 2002.05 2 8% of GNP |
was reported as 1.4% for 2000 as per UNDP Accard
1o the Repont of the Education Commusssoa 1 ’
this expenditure should have been raised w 6% o( G
Although it is ncarly four decades now. but the targ
by the Education Commission has yet 1. he realiscdg

The proportion of e ation €xpcmdsture .
to pre-primary and priman cducatxn has margi
increased from 35% in 1985-86 w K 45 in N
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There is a strong noed to enrich state-run wchoods at the
primary level w0 as to bring about a dechne 1n dropoot
rates Since the children belonging to upper maiddic clas
and atfluent sections are now going 10 the w-called
public schools it should be posatble for the state o
improve tacilities both in terms of human and matenal
resources deployed in state-run pniman <hools

The Intormation Technology resvodution has nc-
cessitated anancrease in the proporion of tertiary o
dents in science, math and engincering to be sgepped up
Their propottion was only 204 dunng 1998.2001 1n
India. Asaganst this, their proporion in Crinawas $3%
This proportion was about 49 per cent in Russian Federa-
tion. India has 1o bring about a shuift to meet the changing
demands of the new economy.

So far as youth hiteracy rate s concerned, ot 1s
76.4% in 2005, but ironically 1in a majonty of medium
human development countries, youth hteracy rate
above 90 per cent. India has, thercfore, to improve e
literacy rate among the youth (i.c. population in the age
group (15-24),

Health Indicators

Life expectancy at birth has shown a continuous
improvement from 50,7 years during 1970-75 o 66 0
years in 2000-07. However, the probability at birth not
surviving to age 40 is 15.5% in 2005.10 India has to
improve health facilities as well as nutaton ievels so that
it can reduce the probability at birth new surviving to age
40. Several medium human development countrics have
much better survivalrates. A few worth mentioning are
Philippines. Thailand, Malaysia, Sti Lanka and China.

In this context, it would be relesant that 46% of
the children under five were underw cightin 2000-06. In
absolute terms, 178 duillion children unjer five were
underweight. The coantry should suppon 2 programme
of improving nutrition in poor families to reduce this
massive number of underweight children.

Population not using improved water sources was
H% in 20006. This is a very healthy desclopment, but in
absolute terms 124 million persons are unable to make
use of improved water sources and thus become victims
of all kinds of water-bormne discases Similarly, improved
sanuation facilities were not available o 33% of the
Population in 2004, In absolute terms, 37 million pet-
sons were hving under insanitary conditions
o rcally disressng that 490 o the Indian
1 did sot have access 1o exvential druge in 1999
Plies that S27 mullion persons were without
medical cover This reduces the sw. - ival rate in

India.

I peoportsan of under-nourihed revpie 1 in
dia n g was 20%  This implics that 220 millon
peonie yopee weder -acuriched This under mourichmen

NMMmmtunwrnolmmy. There v a
noed 1 srengthen poverty eradicanon urategies to re-
duce sader-nounshment

The wnival rate has conuderably imprnat in
India In 1970, infant moetahity rate per 1.000 e barthe
was 127 it has been brought down 1o € 3in Y007 Theae
are healthy deselopments. Likewise. matemal maetaliny
rate per 1.00.000 hive tarths have boen brought down ta
24 aunag 1985-2007 Control of discases and mprove-
ment i hospatal facilities has contnbuted 1o impane-
ments i swunival rate

Gender-Related Development
Indicators

Lite expectancy at birth of females in 2005 was
653 yean, but for males, it was 62.3 ycan. Companng
with medium human development countnes, Indian
actsevemen, though good, is sull much lower in relaton
0 Mcano, Venczucla, Russan Federation, Thailand,
Phalippunes, S Lanka, Iran, Vietnam, to name a few
among them

Although gap betw een life expectancy of females
and males it very small. but in other gender-related
develcoment indicators, this gap is verv wide. For in-
stance. adult literacy of females was barely $4.5 per cent
as agmnst 76.9 per cent of males in 2007, Similarly,
combencd Gross Enrolment ratio of females was $7.4 per
cent as aga:nst 64.3 per cent for males in 2007. Likewise,
Esumaxted Eamed Income of females was § 1304 as
compared with that of males to be $ 4102 in 2005. This
imphes that female income was just 32 per cent of male
income Obviously, either females suffered from gender
discnmunztion in wage income or they did not have
regular employment and a big proportion was employed
as cxnzal labourers of a large proportion of females
worked part time. There may be many more factons, Hut
1t canmxx be denied that females suffered gender bias both
in edacation and employment. Incidentally 10 percent
minrstenal positions were held by women.

Economic Indicators

GDP per capita of India was $ 3.452 in 2005 (PPP
US $). The averuge annual growth rate of GDP dunng
1980-90 was 5.8, it declined t0 4.2 per cent during 1990-
2005

However, the measures of inequality of consuinp-
tun revecaled that the share of the poorest 10% in total
vunsuerpoon 1n 2007 was just 3.6 per cent and that of the
nchest 10% was 31.1 per cent. Thus, the ratio of con-
sumpoone between the nichest 10% o the pooresst 10%
was 8 6. Sumilarly, the poorest 20 per cent shared only
% | per cent in total consumption, but the richest 20 per
vont shared 45.3 per cent. Thus., the ratio of consumption
A the nuhest 0% to the pourest 20% was $.6. Compared

witt mcdium human development countries,
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PLANNING EXPERIENCE IN INDIA

Foreign Assistance

A decveloping country such as India gencrally
finds it difficult to expand its cxpoits; at the same
time, it does not like (o reduce its imports, lest its
rate of growth is reduced. Foreign loans and grants arc,
therefore, useful and constitute an important  source
of financing economic growth. But tixie are (wo
intrinsic disadvaniages : (a) lending countrics may ex-
ert political  pressure on the aid-receiving countries,
and (b) the debtor country will have to find resources
later to pay off interest and the principal. We have
cxamples of developing countrics which have been
forced to borrow to pay off their annual interest. This
is the notorious "debt trap” which India should avoid.

Deficit Financing
Deficit financing is handy when the Govern-
ment is unable 1o raisc finances from other sources.
So much so. Governments frequently succumb to
the temptation of deficit financing; without bother-
ing much about mobilising resources  through
additional taxation. Deficit financing may be use-
ful oo, if adopted in small doscs. For, it will
raisc the money supply in the country and raise
the demand for goods and services. In fact, deficit
financing docs help to activise the cconomy and
increase production, if it is kept within safe limits.
However, deficit financing has an inherent danger.
--Once deficit financing is adopted by the govern-
ment, it beécomes cumulative. With cvery rassing
year, the velume of deficit financing increases.
By raising moncy supply, daficit financing raises
prices. Much of the inflationary pressure in India
in recent years is due directly to deficit financing
and it is for this reason that taxation is preferred to
deficit financing. :

A consideration of the various measures of rais-
ing resources for planned development clearly points
out thut the Government should avoid deficit financ-
ing at all costs, reduce dependence  on foreign
assistance to the unavoidable minimum and increas-
ingly rely on domestic budgetary resources. Here too,
if the Government could restrict its current expendi-
ture and succeed in generating a surplus, it would be
really good. Under the present era of coalition gov-
ernments, however, this is not going to be casy.

4. REVIEW OF PLANNING
EXPERIENCE IN INDIA

From what we have described above, it may be
inferred that most of India’s Five Year Plans more or less

failed and did not produce any favourablc results. But
wchlmluskmwoulddwkn;dy he wrong When we

——
say that a particular plan had failed of was not 3
1t only means that the targets fixed dunng a given Plag
were not achieved fully . But we should remember thay'
with every five year Plan. India could dart at a higher leve]
of growth and development. We dhall now describe the”
concrete achievements of the development plans since
1951, .

Achievements of Planning in India .
‘it Increase in national and per capita fn?yi
conme. One of the basic objectives of cconomic planning’
in our country is to increase national and per i
incomes.  As a direct consequence of economic plan®
ning. India’s national income and per caputa u‘mmiié2
rose, though not as rapidly as the plannen planned and
anticipated. Table S brings out clearty the nise in natio
income (i.c.. net naiional product at factor cost) and
capita income, since 1950-51 at 1993.94 prices.

Tamx 8 : Growth of National Income and Pey,
Cupita Income

catr 1991.94

Year Net National bPer capisa
Product (Rs. crores) {Rs.)

1950-51 132,367 3.687

1960-61 192,235 4,429

1970-71 270.597 5.002

1980-81 363,417 5.3%52

1990-91 614,206 7.321

1996-97 852,085 9.007

2003-04 12.66,005 11,799

At 206408 Prices

2004-05 26.23.995 24,095

2008-09 36,72,192 31,821

2009-10 39.29.853 33.588

Average Annual Growth Rates

1950-51 to 1980-81 34

1980-81 10 1996-97 5.5

1996-97 to 2003-04 5.8

2004-05 10 2009-10 8.4

Sounrce : Government of India. Economic

various issues, RBI Hand book of Statistics on Indian E
2009-10

From Table S, we find that national income 8t
1993.94 prices rose from Rs. 132367 crores at e
beginning of the First Plan to Rs. 852,085 crores at the
end of the Eighth Plan, 2

On the other hand. the per capita income in real
terms had, however, increased at a moch lower rate
indicating that part of the increase in real natonal income
had been caten up by the increase in population. Table:
3 shows that per capita income at 159394 prices bad,
fisen from Rs. 3,687 to Rs. 9,007 t etween 1951 and
1997. it

Between 1950-51 and 1996-97, the growth pro-
cess of the Indian economy can be divided into two broad

FY




TENTH FIVE YEAR PLAN‘(2002-2007)

.. 309

The Development Strategpy

Animponant aspect of the redefiniton of strategy
that 1s needed relates to the trole of the Government. An
all pervasive govemment role may have appeared neces-
sary Al 2 stage where prnivate sector capabilities were
um'lc\'clnml. but the s1tuation has changed dramatically.
India now has a stroag and vibeant private sector

The public sector 1s much less dominant in many
critical sectors and its relative position s likely to dectine
further as govemment ownership in many public sector
enterpnises is expected to decline to a minoaty. It is clear
that industnal growth in future will depend largely on the
performance of the private sector and the policies must
therefore provide an environment that s conducive to
such growth,

This is not to say that the Government has no role
to play or only a minimalist role, in promoting develop-
ment. On the contrary, it has an important role but a
different one from that envisaged in the past. There are
many arcas such as the social sectors, where its roke will
clearly have to increase. There are other arcas like
infrastructure development, where gaps are large and the
privale sector cannot be expected to step in significantly.
In these arcas the role of Government may have to be
restructured. It will have 1o increase in some arcas of
infrastructure development that are unlikely to attract
private investment, such as rural infrastructure and road
development.

In others like tclecommunications, pover and
ports, the private Sector can play a much larger role
provided an appropriate policy framework is in place.
Here, the role of the Government necds to change to
facilitate such investment as much as possible while still
remaining a public sector service provider for quite some
ume. In all these ageas, the role of Government as a
regulator ensuring a fair deal for consumers, transpar-
ency and accountability, and a level playing ficld is alsn
extremely important.

Objectives of the Tenth Plan

Traditionally, the level of per capita income has
been regarded as a summary indicator of the economic
well being of the country and growth targets have there-
fore focused on growth in per capita income or per capita

iDP. In the past, the growth rates of GDP have been such
s to double the per capiia income over 20 years or so.
Recognising the importance of making a quantum jump
vompared with the past performance. the Prime Minister
directed the Planning Commussion 1o examine the feasi-
bulity of doubling the per capita income in the next tcn
years. With population expected to grow at about 1.6 per
vent per annum, this target requires the rate of growth of

:DP to be 8 per cent over the Tenth Plan and 9.3 per cent
during the Eleventh Plan.

The Approach Paper proposed that the Tenth Plan
should aim at an indicative target of 8 per cent GDP
growth for 2002-07. It is certainly an amirtious target,
especially in view of the fact that GDP growth has
dctcknledmmxmdbmcmduring(hclmmycm
of the Ninth Plans

Even if the deceleration is viewed as a short term
phenomenon. the medium term performance of the
cconomy over the past several years suggests that the
demonsirated growth potential over several years is only
about 6.5 per cent. The proposed 8 per cent growth target
therefore involves an increase of at Icast 1.$ percentage
paints over the recent medium term performance, which
Is very substantial.

Economic growth cannot be the only objective for
national planning and indeed over the years, develop-
ment objectives are being defined not just in terms of
increases in GDP or per capita income but more broader
in terms of enhancement of human well being. This
includes not only an adeq level of cx ption of
foodnndo(hcrtypcsofcmmmctgoodsbmnlwmcn
to basic social services, especially education, health,
availability of drinking water and basic sanitation. It also
includes the expansion of economic and social opportu-
nities for all individuals and groups and greater partici-
pation in decision making.

Key tarcvets

To reflect the importance of these dimensions in
development planning, the Tenth Plan must cstablish
specific and monitocable wargets for a few key indicators
of human development. Itis proposed that in addition to
the B per cent growth target, the following targets should
also be considered as being central to the attainment of
the objectives of the Plan

Monitorable Targets

®  Reduction of poverty ratio by 5 percentage points
by 2007 and by 15 percentage points per cent by
2012;

¢ Gainful employment to the addition to the labour
force over the Tenth Plan period;

* Univaullcccsslopdmaryeducuion by 2007;

* Rcdmdonimhedecndalntcofpowhﬁongm\nh
between 2001 and 2011 10 16.2 per cent;

¢ Increase in literacy to0 75 per cent by 2007.

* Roducdondinfaumumym(mn)ndipa
1000 live births by 2007 and to 28 by 2012;

¢ Reduction of maternal mortality ratio (MMR) to 2
per 1000 live births by 2007 and to | by 2012,

. hmscinraeumdueecovecobpamby
2007 and 33 percent by 2012,
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+ 7. ACHIEVEMENTS AND
FAILURES OF THE
TENTH PLAN

Tenth Plan completed its five years on 31 March
2007. Although complete information is not available

about the achievements of the Plan, it would be appropri-
ate to understand the achievements on the basis of facts
available. This will provide an overall view of the progress
during the plan.

Data provided in table | provide us the macro-
economic indicators of the Plan.

Table 11: Macro-ecconomic Indicators

.

9* Plan 10* Plan

1997-98 to 2001-02

2001-02 2006-07

GDP growth of which 55 7.6

* Agriculture 2.0 2.1

« Industry 4.6 8.9

* Services 8.1 9.3
Gross Domestic Savings
(As percent of GDP at

market prices) 23.1 308

Gross Domestic Investment

(As percent of GDP

at market prices) 23.8 320
Current Account Balance

(As percent of GDP at

market pricés) -0.7 1.3
Foreign Exchange Reserves

(USS$ billion) 54.2 165.3
Rate of Inflation (based on WPI) 4.9 5.1

Source: Pl;mmng Commission (2007) Eleventh
Five Year Plan (2007-12), Vol.1.

.(3rcditablc achievements of 10* Plan

Firstly, 10* Plan has not been able to achieve its
target of 8 percent growth of GDP, but has taken the
economy to a higher trajectory of growth rate at 7.6
percent as against 5.5 percent in the 9* Plan. It is also
heartening to note that GDP growth in the last year of the
Plan (2006-07) is expected to be 9.2 percent. This is a
welcome development.

Sccondly, gross domestic savings (as percent of
GDP at market prices) averaged 28.2 percent in 10* Plan
as against 23.1 percent in the 9* Plan. This 13 also a
positive development because this implies that the
cconomy is now moving to a higher level of saving which
is a necessity to raise GDP growth a higher lcvel of 8-9
percent. Domestic saving rate is estimated bythe CyNw
have climbed 10 32.4 percent of GDP in 2005-06. This is
amatter of legitimate pride because it enables the cconomy
0 reach higher levels of wnvestment. Gross rate of

Investment is expacted 10 be of the order of 33.8 pervent
in 2005-06 ~ another record achicvement.

Thirdly, the economy has been able to reduce fts
incremental capital output ratio from a level of 4.3 during
the 9* Plan to s level of 4.2 during the 10 plan. With
higher levels of capital formation expected duning the
11* Plan, the cconomy will be able to attain the target of
average GDP growth of 9 percent during the 11* plan.

Fourthly, our foreign exchange reserves reached &
level of US $ 185 billion on February 2007. This is
another indication of the strength of the economy.

Fifthly, foreign investment flows were of the
order of US $ 20.2 billion in 2005-06 — US $ 7.7 billion
in the form of Foreign Direct Investment (FDI) and US
$ 125 billion in the form of Portfolio Investment (PI).
Since FDI improves the productive capacity of the
economy, the share of FDI in total forcign investment
inflow is only 35.6 paicent. This needs an improvement,
because portfolio investment takes place in highly specu-
lative activities and is very volatile. The situation has
taken a tum ia a better direction and in 2006-07 out of
total inflows of the order of $ 29.1 billion, FDI accounted
for $ 22.1 billion (i.e. 76% of total).

On the basis of these macro-economic indicators,
The Approach Paper of the 11* Five year Plan con-
cluded: “Compared to the 9* Plan, the pace ol growii oi’
the economy has accelerated and our macro-economic
fundamentals are sound.” (p.3)

Gross failures on several fronts

While these achicvements are welcome, there are
also gross failures in certnin targets. It would be of
interest to examine them.

Reduction in the size of the Plan

Table 2 provides data about the planned outlay
during the Tenth Plan and the actual allocations. As
against a total planned outlay of Rs. 15,25.269 crores in
the Tenth Plan at 2001-02prices, the actual allocation on
the basis of 2006-07 prices works out to be Rs. 16, 18,460
crores. But if we deflate these figures at 2001-02 prices,
the shortfall in total planned outlay will be much greater
since the average annual inflation rate during the Tenth
Plan was 5.1 percent. This only underlines the stark
reality that the Plan size was substantially reduced in real
terms, may be of the order of 24 percent. This indicates
a gross failure.

Failure to reduce poverty to the tar-
geted level

The IO“Phnhadurgctedlomduccpmmymﬁo
in 2006-07 to a level of 19.2 percens s sgainss 25.1
percent in 1999-00 However. on the basis of the findings
of 61° Round of NSS. the level of poverty as siudics on
l.hcbnlhofunjﬁrmmcdlpaiodo(mdays was 27.5
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Ttz 12:SECTORAL ALLOCATION OF PURLIC' SECTORRESOURCES FOR THE TENTH PLAN
Original Tenth Plan* ;i

2002.03 10 210607

Amount
(Rs. crores) i3 Amount (R croree) ‘v
1. Agriculture and allied activitics 58,933 39 60,702 AR ] :
2. Rural Development 1.21.928 80 1.37.210 L8
3. Special Arca Programmes 30,879 [ ] 16.423 10
4. Imigation & Flood Control 1.03.318 6.8 H2418 69
Sub-total (1+2+3+4) M0S, 088 20.0 27250 20.2
5. Energy 4.01,927 26.5 3,63.635 228
6.  Indusiry and Mincrals 38,939 9 64,658 4.0
7.  Transport 2,285,977 148 2,631,934 16.3
8. Communications 98.968 6.5 82,945 51
9.  Science, Technology and Environment 30,424 20 28.673 18
10.  General Economic Services 18,630 23 30,349 19
11.  Social Services 3,47,391 228 4,36.529 27.0
12, General Services 16,328 1.0 20,489 1.2
‘fotal (1 to 12) 18,258,639 100.0 16,18,460 100.0

* At 2001-02 prices ** AL 2006-07 prices

Source: Compiled and computed from Eleventh Five Year |

percent in 2004-05 as against the comparable figure of
36.0 percent in 1993-94. This implies during the | I-ycar
period (1993-94 1o 2004-05). there was reduction of
poverty by 8.5 percentage paints. The average reduction
of paverty works out 1o be 0.74 percent for the period
1993 to 2004. Trunslated in terms of absolute numbers,
300 million persons were below the poventy line in 2004-
05. The data alsa reveal that 166 million poor i.c. §5.4
percent of total were concentginted in five states, with
Uttar Pradcsh topping the list with 59 million poor,
followed by Bihar (36.9 million), Maharashtra 317
million), West Bengal (20.8 million) and Orissa (17.8
million). Obviously, there is 4 gross failure in the target
of poverty reduction. This has intcoduced an internal
inconsistency in the Indian cconomy. While there is an
improvement in GDP? growth, this is not reflected in un
increase in poverty reduction. Rather it indicates a slow-
ing down of rate of poverty reduction. Consequently, the
percolation effect of higher growth of GDP 10 the poor is
conspicuous by its absence which means the benefits of
accelerated growth are pocketed by the upper classes.
This stark reality needs remedial action.

Unemployment on the Increase

1O Plan targeted to reduce unemployment from a
level of 9.11 percent in 2001-02 1o a level of S.11 percent
10 2006-07 But data about uncmploy ment as revealed by
61% Round (NSS) shows that uncemployment on CDS
basty was B.3 pervent in 2004-05. In respect of males, 1t
was nearly 7.2 perceat, but female uncmployment was
more than 9 percent. It may be noted that levels of female
unemployment were higher than those of males - 8 7%
in rural arcas and 11 6% 1n urban arcas in 2004-08.

Mlan (2007.7125, Vol.1.

Another distressing feature of the employmen|
situation is that the organized sector employment growth
was negative - at the annual average of {-) 0.38 pereent
during 1994-2004. While public sector employment f
growth fell to (-) 0.80 in 1994-2004, sine the public -
sector was shedding the load of surplus workers, private .
sector employment tardily improved its annual average
from 0.44% during 1983-1994 10 0.6]1 % during 1994- "
2004, The failure of the orgunized private sector to
compensate for the fall in employment in the public
sector resulied in a sharp decline in the ovenall employ-
ment growth rute becoming ncgative. There was lip
sympathy expressed for the employment generating sec-
tors, but in reality the reform process pushed its agenda
of strengthening corporute sector. The explanation for
failure of the employmeat objective lies in the growing
capital intensity of the cconomy. Failure on the cmploy=-___
ment objective also contributed to the slowing down of
poventy reduction in the 10™ Plan.

Diamal Performance of Agricultural
Sector

Prime Minister Manmohan Singh candidly ad-
mitted: “the comerstone of the Plan had been a reversal
of the declining trend in the growth rate of agriculture to
cventually take it 1o above four percent. The actual
performance in agriculture appears to have deteniocated
even further and will possibly not exceed 1.5 percent
during the first three years of the plan.” The estimate of -
actual growth in agriculture for the entire S-ycar period ..
is now reckoned at 1. percent which is even less than -
half of the target of 4 percent growth envisaged in the
Plan. Economists are of the opinion that the recent spurt
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in the prces is mainly fuclled by supply constraints of
agnculture. For this purpose. 1t s vitally necessary o
step up invesiment in imgation and watershed manage-
ment The govermment scems to have responded to this
wake-up call by Indian agnculture and v now taking
MCANUres to step up investment in imgation. waterhed
management and other related sub-sector in agnculture

No Reduction in Regional Inequalities

The Tenth Plan has not been able to bring about
balanced regional development. Several studies are avail-
able which show that intenvtate inequality has increased
in the ninctics as only the better-off stated were able to
benefit from the cconomic reforms and increase their
growth rate sigaificantly. While it is now an established
fact that the richest states benefited the most. but in
contrast same of the poorest and most populous states
did expencnce deceleratng growth,

Failure to reduce untargeted subsidies

To cut down subsidics cven of the untargeted
groups raises problems of tackling various kinds of
lobbies. The Mid-term Appraisal stated very categori-
cally that the minimum suppont prices paid for agncul-
tural produce and subsidies on inputs such as fertilizers,
clectric power and water rates are availed of typically by
the richer farmers. Both the Centre and the State Govern-
ments have to muster courage 1o reduce and ultimately
climinate such subsidies which are distributionally ineq-
uitable.

Similurly, lamenting the populist attitudz of the
state governments reghrding clectric power, the Mid-
term Appraisal stated: *Electric power is clearly the arca
which remains perhaps the single largest cause of con-
cern 1o the economy. Progress in this area has clearly
been disappointing.” Though large investment is re-
quired for improving gederating capacity, the failure of
state governments to levy user charges has been the
biggest impediment. It is, therefore, vitally necessary

that a ratonal electnfacation wrategy be evolved so that
power projects can be properly maintained sad also to
augment pow ot supply . ins extible revources are released.
The enactment of the Electncity Act, 2003 does have the
potential to bnng about dramatse changes, but this can
happen 1f the States take collateral weps

Financial Pattern Goes Haywire

As against an cxpectation of 1.3 pervent as bal-
ance from cumrent resenucs, the performance during he
Plan indicates a2 negative balance of he onder of 9.6
pereent. As against an eypectation of 37.6 pervent re-
sourees from public sector enterprises, actual realiza-
tons were of the order of M4 9 percent. There was
practically a neglible net inflow from abroad of the order
of just about percent. In this seenano, market bocrowings
were of the order of R« 12,.22,161 ¢crores i.c. 74 percent
of the total as againdg the onginal provision of $9.4
percent. The emerging financial pattern only underdines
the stark reality that major source of plan financing is
market borowing. This oaly shows that the original
pattem of financing envisaged was only an attempt at
wishful thinking. A+ a consequence of the heavy dose of
market borrowing, the habiities of the government in
terms of interest payment would increase sull further
(Refer table 13).

Failure to achieve the targets of reduc-
ing IMR and malnutrition among
childern

10 Plan targeted to reduce infant mortality rute
(IMR) to 45 and maternal montality rate (MMR) to 2 per
1000 live birnths by 2007. On both counts. there is a
scrious failure as IMR in 2005 was still as high as $8 and
MMR is 4. There is a strong need 1o strengthen health
improvement measures 1in the country. The Plan has
failed in these monitorable targets.

Besides. this there s very dismal performance
with regard to reduction in mal-autrition. The National

Tams 13 : FINANCIAL PATTERN DURING THE TENTH PLAN

Griginal Tenth Plan® 2002-03 w 2006-07%°
Estimate
Amount < Amount
(R crores) 1Ry, erores) 1l i
1. Balance from current revenues 20.193 1.3 -1.58.888 -9.6
2. Borrowing including MCR 9.46.667 59.4 12.22.161 739
3. Resources of public enterprises $.98,240 Mo 77533 N9
4. Aggregate Domestic Resources (1424 3) 1565100 9K 16,430 508 9.2
5. Net inflow from abroad 27.200 1.7 16.121 09
6. Resources for the Public Sector Plan
(4+5) 15,92 00 100.0 16 .5\ KoK 100.0
® At 2001-02 Prices *® At current prics
provided by the flevenih 1 ove Year Fion 2000 12 Vol |

Sovecr: Compited and computed from the dawa
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Family Health Survey (2005-06) has recorded that the
progress regarding reduction of child malnutrition dur-
mg the 7-ycars period between 1998-99 and 2005-06
has been very poor.
Table 14: Progress in Reducing Chitd
Malnutrition

NFHS-2 NFHS-3
(1995-99) (20M15-0)6)

Children under 3 ycars who are

(a) stunted 46 38
(b) wasted 16 19
(c) underweight 47 46

Source: National Health Surveys (Fact Sheets)

The data presented in table 4 indicates that be-
tween 1998-99 and 2005-00. (a) the proportion of chil-
dren who are stunted (oo short for age) marginally
declined from 46% o 38% and (b) those who are wasted
(10 thin for height) increased from 6% (o 19%. Simi-
larly, (c) the proporiion of underweight children indi-
cated merely 1 percent decline in 7 years and was still
high at 46% in 2005-06.

Conclusion

The total picture that emerges after areview of the
achicvements und failures of the Tenth Plan in that the

.
-

Planning Commission, Approach I'a(;cr 1o the Teuth
Five Year Plan (2002-2007).

Planning Commission, Tenth Five Year Plan (2002-

2007).

Government of India, Economic Suryey (2004.05),

2005-06 and 2006-07

SELECT REFERENCES '

planners are able to push forth the growth objective of
GDP nung to a level of over 9 percent in 2006-07 and
along with it, the level of saving and investment has been 3

proud
But the irony of the growth process is that it hag 4
fauled to percolate the benefits of growth down the lins i %
among the poor and weaker sections of the socicty, but R
has lined up the pockets of the better-off sections of#
socicty Consequently, poverty is widespread and around
300 million persons (27.5% pf the population) wm;n
living below the poverty line. The level of unemploy- ; ]
ment on CDS basis was as high as 8.3 percent in 2004- : 08
0S. There is gross failure on the agricultural front and the | EEE
actual average annual growth rate achicved in the 10% 7
Plan was 2.1 percent as against the target of 4 percent,
There is no reduction in regional disparities and five poor
sates account for 55 percent of total poor. The child
population suffering from malnutrition was as high as
46% in 2005-06.
The question which the critics raisc is: Growth for
whom? Is it for aam admi (Common man) or for the
millionaires and billionaires and the richer classes in
general. Effective measures are needed to promote inclu-
sive growth, rather than paying lip sympathy for the poor
and downtrodden, 4

.‘_

o

Planning Conunission (2006), 1owards Jaster and‘;’ 3
more inclusive growth : An Approach to the 11th % 4
Five Year Plan

Planning Commission (2007), Eleventh Five Year Plan 5
(2007-2012) 2
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lion in 1993-94 to 302 million in 2004-05. This
performance is all the more disappointing since
the poverty line on which the estimate of the poor
is based is the same as in 1973-74, when per capita
incomes were much lower."? (emphasis added)

- Indicators of deprivation suggest that the propor-

tion of population deprived of a minimum level of
living is much higher. This is indicated by the
following

(a} According to National Family Health Sur-

m:memmhtbwmbﬁlhgsbewi
several other countrics in Asis. While li

rate has gone up to 64.8% in 2001, the number”
of illitcrates still excoeds 304 million, making
India the country with the largest number of
illiterates. Life expectancy during 2001-06 is|
63.9 years for males and 66.9 ycars for f
males, is still below 72 years for China. Ad
verse sex ratio with only 933 women for |
men is another cause for concem. Maore di;

turbingly, the child sex rauo (ages 0-6)

vey, 46% of the children in the 0-3 age group
declined sharply from 962 in 1981 10 927 §

suffered from malnutrition in 2005-06, but
the more disturbing fact is that there is no 2001. Infant mortality rates are higher than
decline from the level of 47% reported in those of countries in East Asia. b
1998. 3. Agriculture growth conti to be sluggish and
(h) Human Development indicators like literacy, was of the order of 2.1 percent during the 10 Plan;
maternal and infant morality rates also show despite a target of 4% growth.

TARGETS SET TO ACHIEVE THE OBJECTIVES

(D) Income and Poverty

(1) Average GDP growth of 9% per year.

(2) Agricultural GDP growth of 4% per year.

(3) Generation of 58 million employment oppoctunities;

(4) Reduction unemployment among the educated to less than 5%.

(5) 20% increase in the real wage of unskilled workers.

(6) Reduction in headcount ratio of poverty by 10 percentage points.
(il) Education

(1) Reduction in drop-out rate among children at the elementary level from $2.2% in 2002 Ot 10 20%

3

3
‘%-* PO

2011-12. ¥
(2) Developing minimum standards of attainment in clementary schools to ensure quality of educati ‘2!
»~ (3) Increasing literacy rate for persons 7 years or more to 85% by 2011-12.
(4) Reduting gender gap in literacy to 10 percent points by 2011-12. :
. (5) Increasing the perqentage of persons going for higher educaiion from 10% to 15% by 2011-12.
(i) Health ! : oL
(1) Infant mortality rate (IMR) to be reduced to 28 and matemnal montality rate (MMR) to | per 1,000 by - >
2011-12.
(2) Total fertility raté to be reduced to 2.1 by 2011-12.
(3) Clean drinking watef to be made available to all by 2009.
(4) Malnutrition among children of age 0-3 to be reduced to half its present level.
(5) Anacmia among women and girls to be reduced to half its present level.
(iv) Women and Children
(1) Sex ratio for age group 0-6 to be raised to 935 by 2011-12 and to 956 by 2015-17.
(2) Ensuring that at least 33% of beneficiaries of all government schemes are wormen and girl children.
(3) Ensuring that all children enjoy a safe childhood, without any compulsion to work.
(v) Infrastructure . )
(1) To ensure electricity connection to all villages and BPL (Below Poverty Line) Houscholds by 2009
and reliable power by the end of the 11* Plan.
(2) To ensure all-weather road connection to all habitations with population 1000 and above (500 and
above for hilly arcas) by 2009.
(3) To connect every village by telephone and provide broad band connectivity to all village by 2012,
) Topmﬂdchaneundumlodlby20]2Mtkpupmcp-cedhanin;axmmcﬁonfwmcpoor
to caver all the poar by 2016-17.
(v1) Eanvironment
(1) To increase forest and tree cover by § percenrage points.
(2) To auains WTO . randards of air Guality in all major citics by 2011-12.
(3) To treat all urban waste water by 201 [-12 w0 clean river waters.
(4) To increase energy effictency by 20 percentage point.

2 Ibed. p./
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4. Current daily status unemployment rate increased
form 7.3% in 1999-00 to 8 3% in 2004-05, despte
the higher GDP growth of 7.6% dunng the 107
Plan. Moreover, the entire increase in employment
has taken place in the unorganized sector. A very
disturbing fecature of the employment situation 1y
“Peanancnt employiment 1in the organized sector
has decreased, although organized sector firms may
be ancreasing their informal employment.”™* This
indicates deterioration in the quality of employ-
ment.

2. OBJECTIVES OF THE
ELEVENTH PLAN

The Plan envisages a high growth of GDP of the
order of 9 percent for the country as whole. This implies
that per capita GDP would grow at about 7.5% per year
1o double in 10 years.

However, the Plan document hastens to add that
the target is not just faster growth but also inclusive
growth which ensures broad based improvement in the
quality of life of the people, especially the poor SCySTs.,
OBCs and the minorities.

Vision tor the Eleventh Plan

The broad vision of the 1* Plan includes several
inter-related components,

1. Rapid. growth that reduces poverty and creates
employment opporinities;

2. Access to essential services in health and education
especially for the poor;

3. Empowerment threugh education and skiil devel-
opment; .

4. Extension of employment opportunities using Na-
tional Rural Employment Guarantee Piogramme;

5. Environmental sustainability;

6. Reduction of gender inequality; and

7. improvement of govermnance.

3. MACRO ECONOMIC
DIMENSIONS OF THE
ELEVENTH PLAN

Total Public Sector outlay in the Eleventh Plan
(Both Centre and States) is estimated at Rs.36.44,718
craees. Out of this, the share of the Centre will be
R<.21.56.571 croces (59.2%) und that of the States will
be Rs.14.88.147 crores (40.8%). The 11" plan outlay
will be 120% higher than the 10* Plan realization. As a
proportion of GDP, public sectors outlay of the Eleventh
Flan will be an average of 13.54% compared to 9.46%
that was achieved tn the 10® Plan realization.

imd. p2

Targets of GDP and per capita GDP - The |1+
Plan has targeted average GDP grow th of the order of 9%
for the Plan penad 200711, which wnphes increasng
gradually from 8 5% in 2007-08 to 1074 1n 201112, Per
capita GDP growth will be of the order of 7.6% per year
and this would doublc 1n 10 yean ‘

Sectoral Growth Rates - Eleventh Plan iatends
to improse the growth rate of agnculture from 2134
realized in the 10® Plan to 4% Industry growth i
targeted to be stepped up to 10-11% and service sector
growth 0 9-11%. The Eleventh Man aims at double digit
growth both in manufactunng and industry. For this, it
will be critical o improve the performance of the core
sector (steel. coal cement, oil, ferulizers and refined
petroleum) 1o sustain this growth.

Tablcl: Macro-economic Parumeters
Tenth Plan Eleventh Plan

1. Investment ratwc

(% of GDP) 2 36.7
2. Domestic Saving rate

(% of GDP) 308 348
3. Current account deficit

(% of GDP) 1.28 1.88
4. Incremental capital

output ratio (ICOR) 4.3 4.1
5. GDP growth rawe 7.5 9.0

Figures are based on 2006-07 paces
Source: Planning Commission (2007, Eleventh Five Year
Plan (2007-12)y Vol 1.p 30

Service sector growth has improved impressively
during the 9 and the 10* plan. Further improvement to
alevel of 9-11% with rapid growth in IT related services
and in tourism will contnbute to this outcome. The
expected expansion in health and education should pro-
vide additional jobs in teaching, doctors and other medi-
cal personnel.

Table 2: Scctoral Growth Rates In Plans

Agriculture Industry Services Total

Ninth Plan (1997-2001) 2.44 4.29 7.87 5.52
Teath Plan (2002-2006) 213 8.90 9.28 7.59
Eleventh Plan (2007-12) 4.0 10.11 9.11 9.0

Seurce: Planning Commussam (2007, Edeventh Five Year
Plan (2007-12). Vol 1.p 20
Public and Private sector Investment

The Eleventh Plan cstimates an increase in private
sector invesument to reach 28.7 percent and public sector
investment to 8 O%. This will result in aggregate inves-
ment to reach 36.7%.

A0
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obtained from market borrowings and 34.9 percent were
contributed by public sector undertakings. However.
balance from curmrent revenues (both Centre and States)
were negative o the tune of 9.6 percent of total plan
resources.

As against this picture of Tenth Plan realizations,
the Eleventh Plan hopes to generate Rs. 10,39.039 crores
— 28.5 of the resources from balance from current rev-
enucs. The Planning Commission states: *“This outcome
is the consequence of tighter fiscal discipline imposed by
fiscal responsibility framework, both at the Centre and
the States and an optimistic revenue outlook driven by
buoyancics in revenue collections during the last threc
years of the Tenth Plan reflects the robust performance of
the economy.™

The planners are conscious of the fact that this
optimism may not be realized because there are certain
uncertainties associated with the impact of Sixth Pay
Commission recommendations. Equally important is the
upward pressure on subsidies, particularly fertilizer and
petrolcum subsidies. The hike in the intemational price
of petroleum above $115 per barrel is already pushing
the petroleum subsidy very sharply. Similarly, fertilizer
subsidies are also increasing. There is an urgent need to
undertake reform of the subsidies. However, the Central
Government is not .aking u couragcous step to control
them, fearing ‘backlash in the impending General Elec-
tion duc in 2009. This may upsct the optimistic calula-
tions of the Planning Commission which will force the
planners either to cut the size of the Plan or take greater
resort to market borrowing. )

Resources of surplus from public sector undertak-
ings are continuing their forward march and all likely to
finance 32.6% - or ncarly one-third of the total public

Tuble 7: Sectoral allocations during 10* and 11* Plan

sector plan But subsidies provided to petroleum peod-
ucts may reduce resources gencraiion by public sectoe oil
companies ~ a Major source Of EWUNLe gereraton,
Actual realization from PSUs will be affecteu by two
factors:  (a)international pricc of mi. and () the policy
of the Central government on petroleum subsidics If the
realization from PSUs decline in the Eleventh Plan, the
country may witness a higher dose of market borrowing |
to finance the Plan.

It is. thereiore, difficult to agree with the rosy
picture presented by the Planning Commission sbout the
financial pattem of the Eleventh Plan. A similar optimls.
tic outlook was presented at the time of the formulation
of the Tenth Plan, but its financial pattcm went haywire.™
In the abseace of bold policies in view of the problems of
coalition governnent, actual realizations in the Eleventh’)
Plan may vary sharply from projected figures on various:
components. g5q

5. SECTORAL ALLOCA- ‘&
TION OF RESOURCES |

A comparison of the sectoral allocation of the 10“?
and the 11* Plan is given in table 7. It may be observed
that as compared to Tenth Plan realizations of Rs.
16,18,460 crores in the aggregate, Eieventh Plan pro-
poses an overlay of Rs. 36,44,718 croees - an increase by
125 percent. In this sense, the Gleventh Plan is bold and
more ambitious. It is, therefore, natural 1o expect largc
absolute increases in all the scctors.

However, it would be more desirable towce whether |
the resource allocation pattern marks a big shift from that
of the Tenth Plan. For this purpose, percentage of lO(al

10* Plan 11* Plan

Realizations Projections

(2002-07) (2007-12)
Rs. crores % Rs. crores
1. Agriculture and allied activities 60,702 (3.8) 1.36,381
2. Rural Development 131,710 (8.5) 3.01.069
3. Special arca programmcs 16,423 (1.0) 26,329
4. Irrigation & food control 1,12,415 (6.9) 2,10.326
Total Agriculture (1 to 4) 3.27.2%0 (20.2) 6,74,108
5. Energy 3,63,635 (22.4) 8,354,123
6. Industay & Mincrals 64,655 (4.0) 1,53,600
7. Transport 2,63,934 (16.3) 5,72.413
8. Communicatioas \ 82,945 s.1) 95.380
9. Sci Technology & Bavi 28,673 (1.8) 8,7933
10. General Economic Services 30,349 9 62,523
11. Social services® 436,529 27.0) 1102327
12. General Scrvices 20,489 (1.3) 42.283
Total 16,18,460 (100.0) 36,44,718

* Social Services include education, medical nnd pubhc health, water supply & sanitation. housing and urban development etc.
ion (2007), Elevemth Five Year Plun (2007-12) B

Source: Compiled and ¢
6. Ibid, p.47.

d from Pt
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Table K: Social Nervices in the Fieventh Man

Cenmtre Mates and (T Total %

el Servhoes £.78.804 £.23.403 11.82,327 Y
1 Education 2,38.608 1.08.73%0 347338 9 s

2 Mcdical & Public Health 1.20.879 31897 1.74.776 5.0

1 Water supply & sanitation 41,828 86,447 1.28,272 s

4. Housing — 26,007 26,007 0.7
5. Urban Development 68.332 85530 154,062 4.2
6. Other social scrvices 1.09.020 1.62.882 2,71.872 7.5
Fatal 1'lan Outlay 21.%6.871 14.88.147 3644718 100.0

Sontee s Compiled from the data provided for Central Minivtnes and States and UT plans in the Eleventh Five Year Plan

2007-12)

plan outlay for cach sector arc indicated in Table 7. From
the presentation of comparative figures of Tenth and
Eleventah Plan, it may be observed that the share of
agriculture and irrigation which was 20.2% in the Tenth
Plan has been reduced to 18.5% in the Eleventh Plan, A
major upward shift in the proportion of allocation is
observed in social services i.e. from 27 percent in the
Tenth Plan to 30.3 percent in the Eleventh Plan. There is
also a big decline in the proportion of allocation to
conmmunications - from 5.1% in the Tenth Plan to 2.6%
in the Eleventh Plan - nearly by S0 pereent. Since the
private sector has been growing suong in the develop-
ment ot communications, this reduction appeans to be
justified. As the Eleventh Plan intends to undertake
human dexelopment on a big scale, education and health
allocations are proposed 1o be stepped up. This is consis-
tent with its strategy of jnclusive growth,

Energy imposes a construint on development and
the Eleventh Plan commitment of 23.4% to the encrgy
sector is eminently justified.

The most disappotnting aspect of the resource
pattern of the Eieventh Plan is its reduced priority in
terms of resource allocation to agriculture. Within the
agricultural sector, slashing down the provision for irri-
gation to 5.8% against the Tenth Plan allocation of 6.9%
is also uncalled for, because it is held by the cconomists
that extension of irrigation is the basic necessity to
achicve the target of 4% growth in agriculture.

Allocation for Social Services

Eleventh Plan intends to incur an outlay of Rs,
11,02,327 crores (30.3%) of the total plan outlay on
social services. The share of education is being vepped
up to Rs. 3.47.338 crores (9.5% of plan outlay ), followed
by medical & public health, ncarly R 1.75.000 crures
(5% of wral) and urban development Rs. 1.54.000 crores
(4.2% of total) A big programme for the provision of
drinking water supply and sanitation invalving n.,.
1.28.272 crores has been undertaken, wo as to pronosde
drinking water to all habitations.

Infrastructurcs Development

Good quality infrastructure is most cntical physi-
cal requirement for attaining faster cconomic growth in
a competitive worki and also for ensuring investment in
backwards rcgions. The 1otal iavestment needed for
infrastructure defined (o include clectric power, roads,
railways, airports, telecommunications, irmigation, drink-
ing water, sanitation, storage and warchousing will have
to increase from about 3% of GDP in 2006-07 10 9% of
GDP in 2011-12, Since public privatc paswership 1s
being promoted, the share of the private sector is ex-
pected 1o rise 1o about 25%-. Obviously public sector has
to play a leading role in infrastructure.

Vable 9: investment in Infrastructure
(Percentage of GDPY)

2006-07 2011-12

Public Scctor
(Center+States) 4.11 (82.2) 6.78 (75.3)
Private Sector 0.89 (17.8) 2.22 (24.7)
Total 5.00 (100.0)  9.00 (100.0)

Source:  Planming Commiasion, Eleventh Five Year Plan
(2007-12) Vol.1.

Power Development

The performance of the Tenth Plan in power
development was disappointing. As against a target
addition of 41,110 Mega Wan (MW), only 21,080 MW
were commissioned (i.c. S1%), out of which 18.000 MW
were actually made fully operational.

The Eleventh Five Year Plan targets a capacity
addition of 92577 MW, 0ut of which the share of hydro
powerwillbe 16 SSIMW(17.9% J. thermal power $8,644
MW (63.3%). Nuctear pwer 3,380 (3.7%) and wind &
rencwable energy sources 14,000 MW (15.1%). Obvi-
ously, the Eleventh Plan programme of power generation
n-mhh-&hmdhpnmnlbkn
erocute it within the Umcframse of < ycar.

yo—
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Twie 9: Additional Power Generathon Capacity
During the 11* Man (2007-12)

Megawatt “«

Hydro 16,553 179

Thermal 58.644 63.3

Nucicar 380 37
Wind and Rencwable

encrgy sources 14,000 15.1

Total 92,877 100.0

Source: Planning Commission, Eleventh Five Year Plan

(2007-12), Vol.l1l.

IT Sector

Elcventh Plan targets to reach a subscniber base of
600 million and a rural teledensity of 25%. The [T Sector
at present employs over § miltion people and is expected
to provide employment to over 18 million by 2012.

Petroleum and Natural Gas
Production

Eleventh Plan proposes an outlay of Rs. 2,13.515
crores on petroleum and natural gas production. This is
likely to produce 207 million tonnes of crude oil during
2007-12 and 266 bem of natural gas production.

Roads

.~ An expanded National Highway Decvelopment
Progrumme involving Rs. 2,27,258 crores is contem-
plated in the Eleventh Plan. Besides Highway Develop-
ment, the plan intends to ensure all-wcather roads con-
nection to all habitations with population 1,000 and
above (500 and above in hilly and tribal arcas) by 2009.

s

f .
6. EMPLOYMENT PER-

SPECTIVE IN THE

ELEVENTH PLAN

Eleventh Plan rightly states: “Generation of
pmduc(ivc and gainful employment, with decent work-
mg conditions, on a sufficient scale to absorb our grow-
ing labour force form a cnucal elementin lhc strategy for
achieving inclusive growth.™

Tan s 10: Employment scenario during 1993.94 to 204-08

Weanknesses of past experience

“The basic weakness in our cmployment perfor-
mance is the failure of the Indian economy to creaste a
sufficient volume of additional high quality employment
to absorb new entrants into the labour force while also
facilitating the absorption of surplus labour that cur- g3
reatly exists in the agm:ul(unl scctor into higher wage
non-agricultural employment.”™

The following major weakncsses were noticed in 3
the Eleventh Plan:

o The rate of uncmpioyment has increased from
6.1% in 1993-94 10 7.3% in 1999-00 and furtherto
8.3% in 2004-0S.

e Unemployment among agricultural labour house-
holds has risen from 9.5% in 1993-94 10 15.3%In
2004-0S.

@ While non-agricultural employment cxpnnded 'y
robust ratc of 4.7% during the period 1999-00 to
2004-0S, this growth was largely in the unorga™"
nized sector.

@ Despite fairly healthy GDP growth, cmploymc'nt P
in the organized sector actuatly declined, lcading
to frustration among the cducated youth., 4k

@ Aiiiwough roa! wages of casux! labour in agricul
ture continue to rise during 2000-2005, gmwth
has decelerated strongly as compared t0 1994
2000 which reflects poor performance in lgdcul
ture.

o Growth of rcal wage rafes in non-agn‘cul(uml
employment during 1999-00 to 2004-0S hes bwr ¢
negligible.

@ Recal wages stagnated or declined even for workets

in the organized industry al(.hough managerial And

technical stafT did secure large increase.

Wage share in the organized sector has halvcd

after 1980s and is now among the lowest in the -

world. ;

During the Tenth Plan, as against a target of.SO =

million cmploymcm opportunitics, 47 million employ-

ment opportunities were created which indicates that the .

employment target was more of kess achicved. Moce-,

over, employment growth rate improved from 1.25%

Current daily status ;.

All India 1993-94 1999-00 2004-05 Growth rate duriug.f S
1993-94 1999-00 .28
(Million Persony) (o 1999-00 10 2004-05 " ‘
1. Population 8934 1005.0 1092.8 1.98 1.69 1
2. Labour 3342 364.9 419.6 1.47 2.84 &
3. Workforce 3139 338.2 3849 1.25 2,62
4. No. of employed (2-3) 03 26.7 34.7 4.69 <. 40
S. Cnemployment rate (%) 6.1 7.3 8.3
(4/2°100)

Sour-: Plancing Commusssan (2907 Fleventh Five Year Plan. Yol.1. p.71

7. ibid. p.69
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Tamis 1 Sector wise share of cmplosment by current daily atates

o - 1993-93 1999-00 2004-0%
y .v(grlrultun' 61.0 Lo.6 52;.1 ’
(u) Mining & Quarrying 0.8 0.7 0.6

(b) Manufacturing (RN} 12.1 129

(c) Electricity, watcr etc. 0.4 0.2 0.4

(d) Construction 36 4.5 5.6

() Industry (n+heced) 189 17.6 19.5
(¢) Trade, hotel & Restaurant 8.3 11.2 12,6

(N Transport, storage & Comm. 3.2 4.1 4.6

(g) Finance, insurance, rcal estate & business services 1.1 14 20

(h) Community, social & personal services 10.5 9.1 9.2

3 Services (c+f+gel) 231 28.8 28.4
“Total T 100.0 100.0 100.0

Source: Compiled from Planning Conunission (2007), ! leventh Five Year Plan, vol |, p.71

during 1993-94 (0 1999-00 to 2.62% during 1999-00 to projected an addition to labour force of 52 million in the

2004-05. The annual increase in cmployiment rose form Plan period. However, the projections of lsbour force
4 million per gnnum to 9.3 million per annum during growth have been revised in view of the latest population
1999-00 to 200:4-05. projections made by the National Commission on Popu-

Share of Employment in different sectors reveals
the share agricuitural empioyment declined from 61.0%
in 1993-94 t0 52.1% in 2004. The share of industry
improved from 15.9% in 1993-94 10 19.5% in 2004-05.

lation and work donc by the Elcventh Plan Working
Group on Labour Force and Employment Projections.
The projected increase in labour force during the Elev-
enth Plan is now estimated as 45 million. -

Services indicated the sharpest increase from 23.1% in Since the backlog of unemployed in 2006-07 were
1993-94 to 28.4% in 2004-05. reckoned as 36.7 millioa, the total requirement of em-

Employmen: l’r{)j(-clinnw for the Elev-
enth and Twelfth Plans

ployment opportunitics works out to be about 82 million.

With the gencration of additional empioyment
opportunitics of the order of 58 million in the Eleventh

The Approach Paper of the Eleventh Plan had Plan, the backlog of unemployed at the end of the

& Tuble 12: Popalation, Labour Foree and Employment Prajoection

Million
2004-05 2006-07 2011-12 2016-17
(a) Population 1.092.8 1,128.1 1.208.0 1.283.2
(b) Labour Force 419.6 438.9 483.6 524.0
(¢) Employment oppoctuniti 3849 402.2 460.3 5182
(d) Uncmployed 34.7 36.7 233 5.8
f¢) Unemployment Rate (%) 8.2% .36 4.83 112
Source: Planning Commiission (2007), L feventh Five Yoar Plan you p.71
Tuble 13: Projected Geawth of Population, Labour Force und Emplos ment
2004-05 2006-07 2011-TY
ta to to
2006-07 2011-12 2016-17
Growth rate in population 1.43 1.37 1.22
Growth rate in labour force 2,02 1.96 162
Growth rate in employment 1.98 2.73 2.42
Additions to labour force (million) ' 193 4.7 40.4
Additions to employment opp. (million) ' 17.3 58.1 579
Average additions to employment per year (million) 8.6 1t.6 116

~ource: py ing Commission (2007, ! leseath Five Year Plan yo p7

Y
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Eleventh Flan will be of the onder of 23-24 milhon.
Tonsequently, the rate of uncmployment will decline
from 8.36% in 2006-07 (0 4.83% in 2011-12, Similarly,
anather 58 million employment opportunities will be
created in the Twellth Plan and as a consequence, the
backlog unemploycd will get further reduced to merely
6 million. The rate of unemployment will fall still further
o 112% in 2006-17.If the projections and the actual
realizations are achieved as per schedule, India will
altain a state of full employment by 2016-17. But the
Planning Commission is itsclf not sure of its labour force
projections and cmployment generation capacity of the
cconomy. To safeguand itscif, it mentions:

“There are important qualifications to these pro-
jections which must be kept in mind, arising from the
limitation of employment clasticity as a projection tool.
The concept of cemployment clasticity is at best a me-
chanical device 10 project employment on the basis of
projected growth of output and past relationships be-
tween employment and output. These relationships can
change as a result of changing technology and change in
real wages. The labour force participation ratc is also
subjectto changes especinlly because of possible changes
in female participation rates in urban arcas associated
with advances in women's education. For all these
reasons, the projected decrease in uncmployment rate
must be treated with caution.'™

Tauble.13 presents data about additional employ-
ment opportunitics created in agriculture during the
Tenth Plan, the Elzventh Plan contendplates zero addi-
tional employment. To assume zerm cm'ploymcn( clastic-
ity in agriculture when the rate of GDP growth in
agriculture is sought to be stepped up from 2% to 4%, is
10 say the least, preposterous. This if more so when the
Eleventh Plan itself recommends encourugement to em-
ployment generating sectors in the cconomy. If 8.84
million employment opportunities could be generated in
the Tenth Plan in agriculture, it pass onc’s comprehen-
sion why the same order of employment opportunities, if
not more, be generated during the Eleventh Plan, moreso
when its growth rate is to be doubled. Agriculturally
backward states like Bihar, Orissa, Chhattisgarh,
Rajasthan and Uttar Pradesh can certainly create more
employment opportunities via cxtension of irrigation
and watershed development. The major sources of em-
ployment generation in the Eleventh Plan are trade,
hotels and restaurants (17.4 million), manufacturing
(11.94 million), construction (11.92 million) and trans-
POl storage and communications (9 million). If the
target of additional employment in agniculture had been
kept at the same level as in the TenthPlanic. 8.8 million,
the em:ployment gencration in the Eleventh Plan would
have reached the level contemplated by the Approach
Puper (65 million). It appears that the Planning Commis-
sion intends to develop agriculture via contract farming
and treating the corporate sector as the main source of
agricultural growth. If that s so, it gocs against the
philosophy of inclusive growth.

8. Ibid. p.&3

It would be worthwhile to comparc this optimism
moderated with a cortain degree of caution along with the
observations made in the Approach 1o the Eleventh Five
Ycar Plan (December 2006): “On the supply side, the
labour force will increase by about 52 million during the
11* Plan if it grows at the samic rate as current projections
of working age population. The increase could be much
higher, around 65 million if female participation riscs at
the pace obnerved during 1999-2008. Since the increase -
will be over and above the present backlog of 35 miltion
uncmiployed on a typical day, and since inclusivencss
requires a shift from agriculture (o non-agriculture, we
must plan for at least 65 million additional non-agricul.”
tural opportunitics in the |1* Plan.™ z

The basic message of the Approach Paper was that
total employment requirement would be 100 million in
the 11* Plan (65 million new entrants plus 35 million
backlog). In case, 65 million new cemployment OPPOCt- 4
nities are created during the 11* Plan, then the same
backlog of uncriployment (35 million) will be left atthe
end of the 11* Plan. i

Tuble 14: Nectorwise Generution of Additonal
Employment

Additional Employment (Million)

Tenth Plan Projected for
Achievement Fleventh Plan
(2000.05) )
Agriculiure 8.84
Mining and Quarrying 0.17
Manuracturing 8.64
Electricity, water cte. 0.18
Construction 6.44
Trade, Hotels & restaurant 10.70
Trunsport, storage &
communication 4.04
Finance, insurance, real estate
& business scrvices 3.2
Community, social &
personal services 4.59 4.34
Total 46.71 X.07

Source: Planning Commission 2007), Lieventh Fuove Year:
Plan (2007.2012)

The Planning Commission has now reduced the 12
estimate of new entrants to the labour force from 65
million 10 45 million - a drastic reduction by 20 million
in the estimate of the labour force. Even when the
Planning Commission has now estimated the tarpet of
additional ecmployment to a lower level of 38 miltion
opfxmunilics.ilhub«mlblcwhmgmcbxthgc(' -
uncmployed at the end of the 11* Plan to 23.24 million’
and bring about a reduction in the rate of unemploy.aent fs
from 8.36% in 2006-07 to 4.83% in 2011. 12. What cise
is this but statistically jugglery'!

Another issue which has evaded the Plasning
Commission is: Wha: strategy shou'ld be adopted to
9.—Plnnm‘ng Ccmi.ui;(—zmi[, .4'!"1[1[!’7-.711 Brihe T1%

Live Year Plan, p 73,
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increase the wage share 1n organized sector when it has
itself admutted that “it has halved after the 1980°s and i«
now among the lowest 1in the world. ™ Similarly real
wages stagnated or dechined even for workers in orga-
nized industry, although managenal and technical staff
did secure large increase. Since inclusive growth implies
that the growth process should benefit the Jow paid
workers and provide decent work, what we observe is
that growth process in industry and even in services, is
helping only managerial and technical stafr secuning
large increase in their emoluments, but the workers are
left high and dry, The Planning Commission has clabo-
rated the social security mcasures being introduced by
the Government, but they help only marginally on ac-
count of the large labour force in the country,

The fact of the matter is that profits of enterprises
in the organized sector are rising fast, and wage share is
declining. The Planning Comumission has not applied its
mind to generate a process by which wage sharc in
organized sector should improve. Failure to do this will
mean *growth for the few* or ‘exclusive growth® and not
‘inclusive growth' which is the central theme of the
Eleventh Plan. Since the entire additional employment is
to be generated by the unorganized sector, then to treat
the corporate sector as the engine of growth is meaning-
less. The country should concentrate its attention to-
wards the unorganized sector as suggested by the Na-
tional Commission for Enterprises in the Unorganized
Sector (2007) headed by Dr. Arjun Sengupta.

Marcover, the Planners themselves admit, “Per-
manent employment has decreused, although organized
sector firms may be increasing their informal employ-
ment.” The fact of the matter is that even without any
change in chapter VB of the Industrial Disputes Act,
organized sector firms have succeeded in increasing the
share of informal employmegt 1o about 23 percent, which
Is a tacit admission of the fact that the labour laws are
obscrved more in their breach than in compliance, but the
Planning Commission is not tired of in recommending
amendment of labour laws to enlarge and improve em-
ployment. But as fucts stare us in face, in a labour surplus
cconomy, the tendency to employ contract labour or
casual employment is intended to enhance profits at the
cost of cutting wage share in value added. This is what
has happened during the last decade. Inclusive growth
requires an improvement in the share of permanent jobs
in the cconomy and increase in wage share, but what we
Witness and what is proposed 10 strengthened. is pre-

cisely the oppusite
7. POVERTY REDUCTION

In 2004-0%, the Proportion of the poor was
27 5% - 28.3% for rural arcas and 25.7% for urban areas.
The uxal immber of poot 1n 2004-03 was 30° 7 mllion,
AWEr than 221 3 mdieon in 1973.74 by about 196

million dunng the long span of -1 year which cannot be
described as a very creditable achicvement. Sixty yean
after independence. more than a quaricr of population
continue to be poor.

The Planning Comnussion further states “There
18 Rrowing consensus that the poverty hine (Rs. 3156
monthly per capita consumption for rural arcas and Rs.
458 for urban arcas in 2004-03) in India ts much too low,
and continues to be based on consumption basket. If the
poverty line was higher, the share of the population
below the poverty line would be accortingly higher.”'®

To recoasider and revise the poverty lines, the
Planning Commission has constituted an Expent Group
whose recommendations, hopefully. would provide ac-
ceptable measures of both poverty reduction and the
population below the poverty line.

Since poverty is a multidimensional problem., it
requires a multi-pronged strategy to tackle it.

Firstly, regions which have large aumber of poor
people include tribal forested regions and rainfed
agricultural regions. In these regions, watershed
development has to be the crucial instrument for poverty
reduction.

Secondly, the poor are concentrated in centain
states or regions where land-man ratio is the lowest. In
these regions, effective land reforms and provision of
agricultural services nced special emphasis.

Thirdly, there is a large dependence on casual
labour. These workers gct low wages and are unable to
find employment throughcut the year. Most of them
belong to SC and STs. A programme like the National
Rural Employment Guarantee Programme can provide
better wages and enhance the numbser of warking days
for this category.

Fourthly, the pour have to be cnabled to increase
their incomes by diversifying away from agriculture to
non-farm work as a source of subsidiary income.

Fifthly, education and skill development among
the poor should be enhanced so that they can seck
cmployment in emerging sectors like information tech-
nology, and other occupations requiring better skills.

Last but not the least. the structure of production
has 0 be employment generating, especially in non-
agricultural occupations. In other words, the Eleventh
Plan recommends a three-legged strategy - economic
growth, income- poverty reduction through programmes
like NREGA and Swaran Jayanti Rozgar Yojana (SJRY)
and human capital formation with the help of education
and skill development.

The Eleventh Plan has only made a genceral obser-
vation that it intends to reduce poverty by 10 percentage
points which implies a reduction from 28 percent to 18
percent. But since it has started the process of revision of
poverty line, 4 has 10 revise its whole programme of
poverty reduction when now norms and findings bocome

10 Phnr;mg (‘—o;r;nu;u(m (2007, Flevemth I'i;\;tuu, ;Ja_n
(2007-12), vol. 111, p-79.
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capital which help to enlarge the productive capacity of
anation. Prof. T.W, Schultz pleading for a revision of the
definition of capital writes : “Surely one of the major
reasons foe the widely held popular belief that cconomics
is matenalistic s the over-commitment on the part of
CconomiIns o a partial concept of capital restncted to
matertal obgects. The failure to include the acquired
abilitics of man that augment his economic pricduc ivity
as a form of capital, as a produced means of production,
as a product of investment, has fostered the retention of
the patently wrong notion that labour is capital free and
it is only the number of man-hours worked that matters.
But ..... labourers have become  capitalists in the sense
that they acquired much knowledge and many skills that
have cconomic value. Clearly what is needed in this
connection is an all-inclusive concept of capital.™
Although the traditional estimates of capital
formation made in India prefemed to restrict the term
capital formations to additions to the stock of producer
goud viz., machines, tools, equipment, trnsport facilities,
cte.. efforts have been made in recent years to estimate
human capital formation as well. We shall therefore,
enlarge the definition of capital formation and study baoth
the components of capital formation--physical and
human—with reference 1o Indi

The Process of Physical Capital Formation

There is a close relationship between economic
growth and capital accumulation. A silent assumption
runs through most of thé theories of capital tormation
i.c.. outputis limited by the stock of capital at a panticular
time in a coumry whether there is abundant labour or not.
But it may be emphasized that a high rate of capital
formation is usually accompanicd by a rapid growth in
productivity and income but it would be a folly to pin
exclusive faith on this factor alone. Professor Nurkse has
aptly put it, “Capital is a necessary but not a sufficient
condition of progress.”™ Since capital formation is an
essential determinant of economic growth, it is quite
accessary to determine the desirable rate of capital
formation and also determine the process of capital
accumulation, Most of the theories of capital accumu-
lation believe in stepping up the rate of capital formation
in a short period of time. The main purpose of this
approach is to compress the process of cconomic growth
in a relatively short period.

Professor P.N. Rosenstein Rodan in his theory of
the Big Push has emphasised that the philosophy of
eraduabism will not work in starting econosmic growth,
amd that the underdes eloped economy needs to be given
a g push. Proceeding “bir by bit’ will not add up in its
<ffect to the sum total of single bits. A minimum
quantumn  of investment is a nccessary (though not
Sthicrent) condiboa of success.

M Schultz TW.. The Ecomomic Value of Fducation
preface. poas
4 Nurkse, op ¢ p i

How can & community achieve a high rate of
ivestiment o capital foemation”? The process of physical
capital sccumulation is a funchion of three sanables.

(1) An iirease in the volume of real domestic
Navings o that the resources that would have been used
for convumption are releasad for investiient.

(2 The creationof adequate banking and tinancial
mstitutions to mobilise the savings of the L\mlmunil).

() The emergence of an entreprencunal class
which can utilise the community '« saving into channcls
of productive investment or the assumption of the
entreprencunal function by the State in critical arcas.

Mifferent economies adopted different ways to
boast up the rate of real saving in the community. The
bootstraps approach followed by Communist Russia
and other centrally planned economices was intended
to achicve a high rate of domestic saving by imposing
curbs on consumption Similarly, in the British
cconomy, the same objective was achicved by keeping
wages low and ploughing back business and industrial
profits for economic cxpansion. Both these  courses
are extreme. In India, the emergence of a democratic
Rovernment and a class conscious labour force would
not permat cither the use of totalitarian measures to
restrict consumption or to keep wages depressed at a
very low level for a long time. Consequently, domestic
savings alone may not be sufficient for planned
investment. A part of investment may, therefore, be
financed by the impont of foregn capital. External
assistance is a short-term measure because, ultimately,
the entire burden of ¢economic growth has to be barne
by the developing community.

The Indian economy had outhined a path of capital
accumulation in which a major part of resources needed
for cconomic development were to be supplied by real
domestic savings and a part by inflow of capital from
abroad. In order to initiate the conditions of take-off, a
higher rate of capital inflow was admitted in the Second
and Third Plans, but from the Fourth Plan onwards, an
effort was made to progressively reduce the quantum of

Aoreign aid so as o make the cconomy self-reliant and

self-sustaining.

2. TREND OF SAVING AND
CAPITAL FORMATION
IN THE INDIAN
ECONOMY

Estimates of physical capital formation in the
post-independence period have been prepared mainly by
the Central Suatistical Organisation (¢°.5.0.) from time
to time. I
C.5.0. prepares its estimates by the product
method. For this purpose. the estimate is compited by the
type of capital goods viz ., “construciton® and ‘machinery
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